For  Reference 

Not  to  be  taken  from  this  room 


(voujsj  at 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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Who  profits  most  from  Honeywell 

time-sharing?  The  big  frogs? 

Or  the  little  frogs? 


All  kinds  of  frogs.  Because 
Honeywell's  time-sharing  can  help 
all  kinds  of  companies  in  all  kinds 
of  industries.  Big  companies. 
Little  companies. 

A  Honeywell  time-sharing  com- 
puter system  will  allow  your 
engineers,  your  analysts,  your 
managers  in  your  plants,  your 
warehouses,  your  branch  offices 
to  use  the  computer  from  their  own 
terminals.  And  our  library  and  pre- 


programmed packages  will  help 
them  use  it  effectively. 

Smaller  frogs  can  profit  from 
computer  applications  without 
computer  hardware  investment  by 
tying-in  to  our  worldwide  time- 
sharing network.  Even  big  frogs 
can  benefit  from  this  service 
extending  their  basic  computer 
operations. 

Many  big  frogs— or  small  frogs 
who've  become  bigger  frogs— have 


found  our  in-house  time-sharing 
systems  an  effective  way  to  reduce 
data  processing  costs. 

Only  Honeywell  can  give  you 
the  best  of  both  worlds  because 
Honeywell  offers  a  broader  capa- 
bility in  time-sharing  than  any 
other  computer  company  in  the 
world. 

Honeywell  time-sharing.  No 
matter  what  size  frog  you  are,  it 
will  do  you  good  to  hop  in  our  pond. 


The  Other  Computer  Company: 
Honeywell 


Honeywell  Information  Systems  (MS  061 ),  200  Smith  Street,  Waltham,  Massachus.  is  02154 
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Now,  tear  up  the  old  one  and  forget  it 


If  you  do,  the  hopes  filling  the  new  page  will  have  a  far  better  chance  of 
coming  true. 

Throw  away  the  image  of  young  people  as  rioting,  immoral,  drug  users. 
For  every  one  who  is,  there  are  ten  thousand  of  as  fine  young  Americans  as 
you'll  ever  hope  to  see  —  Americans  you  can  safely  trust  your  country  to. 

Forget  the  picture  of  the  black  man  shaking  a  clenched  fist  against 
America.  Take  a  look  instead  at  the  thousands  of  blacks,  men  and  women, 
building  successful  futures  in  better  and  better  jobs,  paying  their  own  way, 
and  helping  build  better  home  communities. 

Tear  up  the  cartoon  of  the  businessman  polluting  the  air  and  water  for 
some  selfish  gain,  and  remember  that  American  business  is  spending  tens  of 
billions  of  dollars  to  combat  and  where  possible  cure  pollution  —  billions  of 
its  own  money,  not  that  of  the  taxpayer. 

A  good  New  Year's  Resolution  for  all  of  us  could  well  be  to  change  "Why 
don't  they  do  something  about  it?"  to  "Why  don't  I?"  We  might  be  happily 
surprised  at  the  looks  of  our  1973  sheet  when  it's  time  to  change  it. 
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Contributing  to  higher  productivity  is  this  new 
Warner  &  Swasey  1-SC  turning  machine.  It  is  con- 
trolled by  the  equally  new  5330  contouring  numerical 
control  system,  manufactured  by  Warner  &  Swasey 's 
Electronic  Products  Division. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


IF  YOU  CAN  DO  IT  ON  WALL  STREET, 
YOU  CAN  DO  IT  ON  PEACHTREE  STREET. 
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C&S,  the  largest  bank  in 
Georgia,  can  give  you  all 
the  corporate  banking 
services  you'd  find  on 
WallSt.,LaSalleSt, 
Montgomery  St.,  or 
Spring  St. 

International  Banking  — 

C&S  provides  all  major  Inter- 
national services— with 
International  banking  offices 
in  the  port  cities  of  Savannah, 
New  Orleans  and  Miami. 

Total  Cash  Management  — 

344  lock  box  accounts  proc- 
essing 1,300,000  items 
monthly. 

Pension  &  Profit  Sharing  — 

Over  $1  billion  in  funds 
managed. 

Factoring  — 

$450,000,000  in  factoring 
volume 

While  our  numbers  are  impres- 
sive, its  our  people  that  make 
the  difference.  It's  plain  good 
banking . . .  Georgia  style. 


The  Citizens  and  Southern  Banks  in  Georgia. 
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\bur  customers 
won't  be  left 
hanging. 


Average  inquiry  look-up  time 
is  only  20  seconds  with  the  Kodak 
Miracode  II  retrieval  unit. 

When  a  customer  calls  about  an  overdue 
shipment,  you  certainly  don't  want  to  waste 
his  time  (and  yours)  searching  high  and 
low  for  his  order,  the  bill  of  lading,  or  any- 
other  related  record. 

That's  where  microfilm  and  a  Kodak 
Miracode  II  retrieval  unit  can  make  all  the 
difference.  Insert  a  film  magazine,  push  a 
few  buttons,  and  in  seconds,  there's  the 
desired  document  on  the  viewing  screen. 

Behind  this  amazingly  fast  "search  and 
find"  operation  is  a  unique  method,  employ- 
ing advanced  coding  and  electronic  tech- 
niques, that  permits  new  records  to  be  micro- 
filmed and  coded  as  they  are  received,  in 
random  order.  On  look-up,  the  documents 
sought  are  electronically  "recognized"  and 
displayed. 


With  this  method  you  save  lots  of  time 
finding  answers.  Even  more  important,  you 
make  a  great  impression  on  customers. 

Miracode  II  products  are  only  a  few  of 
many  Kodak  microfilm  products  that  can  help 
your  company  improve  its  handling  of 
information. 


Get  all  the  facts. 


For  more  details,  please  write  us  for  your 
free  copy  of  our  informative  booklet  on 
Miracode  II  products.  Eastman  Kodak  Com- 
pany, Business  Systems  Markets  Division, 
Dept.  DP502,  Rochester,  N.Y.  14650. 

For  better  information  management. 


WE  KEEP 

AMERICAN  BUSINESS 

ON  THE  MOVE. 


According  to  most  analysts,  1973  looks  like  a  great  year  for 
over-the-road  transportation  equipment.  And  why  not? 

You'd  be  hard  pressed  to  name  an  industry  that  doesn't  depend 
heavily  on  trucks  and  truck  trailers  to  move  its  products. 

So,  as  the  economy  continues  to  grow,  our  industry  grows 
right  along  with  it. 

As  the  industry's  largest  producer  of  truck  trailers  and  other 
types  of  over-the-road  transportation  equipment,  we  at  Fruehauf 
keep  American  business  on  the  move— and  we're  looking 
toward  a  very  bright  future. 

But,  we  couldn't  be  any  happier  with  the  year  we've  just 
finished.  Although  complete  figures  are  not  yet  available,  we  expect  1972 
sales  and  earnings  to  exceed  our  record  1969  levels. 

A  substantial  portion  of  those  sales  came  from  our  success  in 
truck  trailers  and  related  products— in  which 
we've  been  the  industry  leader  since 
1914.  But  we  prospered  in  a  number 
of  other  fields  as  well. 

We're  also  involved, 
for  instance,  in  finance  (where 
our  Fruehauf  Finance 
Company  is  celebrating  its  25th 
year),  ship  repair  and  conver- 
sion, materials  handling 
equipment  (through  our  inter- 
nationally successful  Paceco 
Division)— and  the  surprising  new 
boom  in  the  refuse  collection 
industry. 

Our  1972  Annual  Report  can 
tell  you  more  about  Fruehauf  Corporation  and  our  plans  for  the 
future.  For  your  copy,  write:  Fruehauf  Corporation,  Dept.  FO-13, 
10900  Harper,  Detroit,  MI  48232. 


JSWk 

IHANSPOH1MION 


Forbes 


Editor:  James  W.  Michaels 

Art  Director:  Ed  Wergeles 

Executive  Editor:  Dero  A.  Saunders 

Senior  Editors:  Harold  Lavine,  James  Cook, 
Ruth  Gruenberg,  Robert  J.  Flaherty,  Stephen 
Quickel 

Associate  Editors:  Howard  Rudnitsky,  Geoffrey 
Smith,  William  Reddig,  Clothield  Spencer 

Staff  Writers:  Robert  Nash,  Paul  Gibson, 
Michael  Clowes 

Reporters:  Marsha  0.  Ludwig,  Patricia  Dreyfus, 
James  O'Hanlon,  Subrata  N.  Chakravarty,  Celia 
Currin,  Judith  Koblentz,  Malcolm  S.  Forbes  Jr. 

Assistant  Editors:  Betty  Franklin, 
Margaret  Roth 

Statistical  Department:  Editor,  Donald  E.  Popp; 
Assistant,  Jerome  D.  Fischer;  Edward  Sakalian, 
Anita  Perez,  James  M.  Svrcek 

Reporter-Researchers:  Margaret  E.  Everett, 
Charlotte  E.  Omohundro,  Alison  Stolzman,  Jean 
A.  Briggs,  Phyllis  Berman 

Copy  Department:  Chief,  James  Henderson; 
Dolores  Guilhot,  Alex  Mitchell,  David  Murray 

West  Coast  Bureau:  Frank  Lalli,  Manager; 
Ellen  Melton,  Marianne  Partridge 

Washington  Bureau:  James  Flanigan,  Manager; 
James  Srodes,  Lynn  Adkins 

European  Bureau:  Arthur  Jones,  Manager 

Art  Department:  William  E.  Galbreath,  Assis- 
tant Director;  Nikki  Frost,  Vika  Cirincione 

Columnists:  Heinz  H.  Biel,  Lucien  O.  Hooper, 
Sidney  B.  Lurie,  Walter  Oechsle,  John  W.  Schulz 

Director  of  Production:  John  J.  Romeo; 
Assistants.  Peter  J.  Zitz,  Joseph  Sauer, 
Robert  M.  Rosengarten 

Wire  Room  Manager:  James  Cianelli; 
Assistant,  Vincent  Loccisano;  Carmine  A.  Mode 

Advertising  Production:  Sylvia  Schwartz, 
Patricia  Deckelnick 

Librarian:  Dolores  A.  Lataniotis; 

Assistant,  Brian  Dawson;  Santiago  Alvarado 


President:  Malcolm  S.  Forbes 

Publisher:  James  J.  Dunn 

Executive  Vice  President:  Leonard  H.  Yablon 

Secretary-Treasurer:  G.  Weiner  • 

Vice  President:  Leonard  Greenberg 

Controller:  Joel  B.  Redler 

Director  of  Advertising: 
Stephen  G.  Nicoll 

Director  of  Sales  Promotion: 

Wm.  Donald  Garson 

Director  of  Circulation: 

John  M.  Thornton 

Advertising  Representatives: 

Naw  York:  60  Fifth  Ave.,  10011, 

Peter  M.  Schoff,  Mgr„ 

Arnold    J.    Prives,    Donald     L.    Kates,    John    A. 

Millar,     Robert    J.     James,     James     M.     Netter, 

Christopher  C.  Forbes 

Chicago:  435  N.  Michigan  Ave.,  60611, 

Richard  W.  Reynolds,  Mgr., 

James  H.  Mallon,  Joel  P.  DesJardins 

Cleveland:  55  Public  Square,  44113, 

William  T.  Bisson,  Mgr. 

Detroit:  1104  Penobscot  Bldg.,  48226, 

William  Melville,  Mgr. 

Los  Angeles:  5900  Wilshire  Blvd.,  90036, 

Donald  J.  Liska,  Mgr., 

Charles  A.  Ransdell 

Dallas:  LTV  Tower,  75201,  Donald  R.  Brown 

Atlanta:  3009  Lookout  Place  N.E.,  30305, 

Dawson  Co.,  Don  L.  Uhlenhopp 

Miami:  5995  S.W.  71st  St.,  33143, 

Dawson  Co.,+Harold  L.  Dawson 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave.,  New  York,  N.Y.  10011 


Paid  Circulation  Over  625,000 


FOUNDED  1917  BY  B.  C.  FORBES  (1880-1954) 


1 


Side  Lines 


The  Statistics  Behind  the  Statistics 

In  a  sense,  Forbes  magazine's  25th  Annual  Report  on  American  In- 
dustry has  been  in  preparation  for  a  full  year.  During  1972  Forbes 
has  reported  on  the  fortunes  of  nearly  300  large  American  corpora- 
tions. In  preparing  each  of  these  articles,  our  editors  have  accumulated 
facts  and  judgments  on  almost  every  major  U.S.  company.  Into  our 
files— and  into  the  minds  of  our  editors— the  material  has  gone,  to  be 
drawn  upon  like  a  bank  at  Annual  Report  time. 

For  the  Report,  we  have  broken  American  business  into  17  broad 
industries.  Early  in  the  fall,  each  of  the  17  industries  was  assigned 
to  a  Forbes  writer-researcher  team.  From  then  on  these  staffers  spent 
the  bulk  of  their  time  living  with  one  industry. 

They  did  a  tremendous  amount  of  research.  By  actual  count,  we 
conducted  229  interviews  for  this  year's  Annual  Report:  47  chief  ex- 
ecutive officers;  89  other  senior  executives;  and  93  top-notch  security 
analysts.  Counting  interviews  done  for  other  articles  but  also  used  for 
Annual  Report  purposes,  the  number  of  people  interviewed  rises  close 
to  500.  If  you  like  statistics  (and  who  likes  them  better  than 
Forbes?)  that  works  out  to 
something  like  ten  interviews 
per  page  of  written  editorial 
material.  Even  if  you  don't  like 
statistics,  you  must  concede  that 
all  this  represents  a  tremendous  g    f 

amount  of  digging.   The  whole  * 

operation  was  under  the  direc-  \^ 

tion  of  Senior  Editor  Robert 
Flaherty;  it  was  he  who  de- 
cided which  industry's  pros- 
pects rated  a  happy  balloon  and 
which  an  unhappy  one.  Flaherty 

Meanwhile,  working  with  our 
IBM  360/40,  Statistical  Editor  Don  Popp  and  his  associate  Jerome 
Fischer  were  processing  the  figures  that  produce  the  actual  ratings. 
They  were  working  from  a  data  base  that  goes  back  seven  years  for 
every  company  covered  in  the  issue;  for  1972  alone,  we  retain  75 
separate  statistical  items  for  every  company. 

This,  as  we  noted  in  this  space  a  few  months  ago,  is  the  25th  con- 
secutive year  we  have  done  an  Annual  Report.  There  are  780  compa- 
nies covered  this  year;  to  qualify,  a  company  had  to  have  sales  of  not 
less  than  §200  million.  The  rankings  are  statistical  ones,  but  don't  be 
fooled  into  thinking  that  this  issue  is  purely  statistical.  In  devising  the 
Yardsticks,  we  began  by  asking  ourselves:  What  constitutes  good  man- 
agement? We  decided  the  answer  was:  a  high  and  growing  return 
on  stockholders'  money,  consistently  achieved.  It  is  this  that  our  Yard- 
sticks seek  to  measure. 

Our  reporters  found  that  many  of  the  executives  and  analysts  they 
interviewed  for  this  year's  Annual  Report  still  had  last  year's  issue  on 
or  near  their  desks  as  a  handy  reference.  We  hope  you  will  find  this 
Annual  Report  useful  in  the  same  way  for  all  of  1973.  ■ 
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The  communities 

of  the  future 

deserve  the  communications 

of  the  future. 

A  whole  new  world  of  communications  based  on  CATV 
cable  technology. 

With  cable  equipment  linking  your  home  to  information 
centers  all  over  the  country.  With  fire-and-theft  detection 
equipment  that's  connected  directly  to  your  local  fire 
and  police  stations.  With  new  methods  of  home  manage- 
ment that  can  let  you  pay  bills  electronically  or  even 
do  your  shopping  through  your  TV  set.  And  with  a  wealth 
of  new  sources  of  educational  information  and 
entertainment. 

Improved  CATV  cable  systems  can  bring  you  these  new 
services  because  the  new  cable  offers  two  major  ad- 
vances: A  far  greater  number  of  channels  to  carry 
sounds,  images,  and  digital  information.  And  — most 
important  of  all—  a  real  two-way  capability.  Which  means 
that  in  the  future,  you'll  be  able  to  send  words,  pictures 
and  information  as  easily  as  you  receive  them. 

Today,  RCA  supplies  equipment  to  CATV  system  opera- 
tors. But  with  an  eye  to  the  opportunities  to  come,  RCA 
designers  and  engineers  are  exploring  a  whole  range  of 
cable-technology  products  that  could  transform  the 
homes  and  communities  of  the  future. 

.-  At  RCA,  we're  concentrating  on  many  areas  of  oppor- 
tunity. Like  consumer  electronics,  consumer  services, 
entertainment  and,  of  course,  communications  tech- 
nology. Areas  in  which  RCA  has  an  active  role  today  and 
will  seek  an  even  greater  role  tomorrow. 
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PLANT 

SITE 

FACTS 

Upper  Texas-Louisiana 
Gulf  Coast 

For  management-oriented 
plant  site  research,  send  for 
our  full-color  booklet,  "Upper 
Texas-Louisiana  Gulf  Coast/ 
Land,  Labor,  Resources".  It 
includes: 

1 .  A  map  of  the  upper  Texas- 
Louisiana  Gulf  Coast  area. 

2.  Specific  details  on  the  four 
basic  regions  within  this 
area. 

3.  Solid  information  on 
shipping,  agriculture, 
petrochemical 
and  timber 
products. 


nuuiiure, 


GULF  STATES 
UTILITIES  COnTFMW 


Send  me  your  free,  full-color 

brochure,  "Land/Labor, 

Resources,"  containing  factual 

information  on  Southwest 

Louisiana  and  East  Texas. 


NAME. 
TITLE- 


COMPANY. 


ADDRESS. 
CITY 


^ZIP 


STATE 

Mail  to:  Malcolm  Williams 

Director  of  Area  Development 
GULF  STATES  UTILITIES  CO. 
Department  F-l 
Lock  Drawer  2951 
Beaumont,  Texas  77704 
Tel.  (713)838-6631 
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FOREIGN 


The  Health  of  the  Health  Service 

Britain's  National  Health  Ser- 
vice, after  24  controversial  years, 
is  about  to  undergo  a  major  ad- 
ministrative reorganization.  The 
Service,  which  provides  compre- 
hensive medical  care  for  97%  of  the 
population  and  a  fixed  prescription 
cost  of  52  cents,  is  solidly  estab- 
lished in  Britain.  But  there  is  also 
considerable  sentiment  in  favor  of 
its  restructuring,  to  ensure  that 
both  the  health  professions  and  the 
public  have  an  effective  voice  in 
its  operation.  To  this  end,  com- 
munity health  councils  are  being 
set  up  to  identify  local  health  needs 
and  report  them  to  regional  and 
national  authorities.  These  authori- 
ties in  turn  must  consult  the  coun- 
cils on  major  capital  expenditures 
and  policy  decisions. 

Business  Cycle  Tax? 

Finland's  government  has  draft- 
ed a  bill  for  its  parliament  that 
would  set  up  a  so-called  "busi- 
ness cycle  tax"  whereby  corpora- 
tions would  pay  higher  taxes  dur- 
ing favorable  economic  periods 
and  receive  government  grants  and 
credits  during  business  downturns. 
The  alternative  to  the  government 
proposal  is  to  continue  its  surtax 
of  15%  on  consumer  durables. 


BUSINESS 


Life's  Heirs? 

Staff  members  at  Time  Inc.  re- 
port that  an  extra  push  is  being 
given  to  the  company's  existing  or 
proposed  new  magazines  since  the 
death  of  Life.  Of  the  four  furthest 
advanced,  known  to  staffers  as 
"Health,  Wealth,  Flicks  and  Pix," 
the  one  on  wealth  has  already  ap- 
peared, titled  Money.  The  pix  con- 
tender, on  photography,  will  prob- 
ably be  the  next  to  appear,  with 
flicks  (a  movie  mag)  and  health 
somewhat  further  down  the  plan- 
ning path. 

Divorce,  Census-Sfy/e 

The  ratio  of  divorced  persons  to 
those  with  intact  marriages  rose  by 
about  one-half  in  the  past  12 
years   the  Census  Bureau  says.  To- 


day there  are  66  divorced  women 
to  every  1,000  married  women  and 
38  divorced  men  to  every  1,000 
married  men.  In  1960,  there  were 
42  divorced  women  per  thousand 
and  28  divorced  men  per  thou- 
sand. The  difference  in  ratios  for 
men  and  women  reflects  the  great- 
er ,  tendency  of  men  to  remarry, 
the  Bureau  explains. 

Either  Bigger  or  Smaller 

Standard-sized  computers  of  the 
type  that  led  U.S.  business  into  the 
computer  age  are  losing  ground  to 
both  larger  and  smaller  sizes,  ac- 
cording to  a  recent  computer  cen- 
sus by  the  Diebold  Group.  Be- 
tween mid- 1971  and  mid- 1972 
they  declined  in  numbers  by  some 
20%,  while  medium-  and  large- 
sized  installations  rose  around  40%. 
But  the  biggest  growth  was  in 
minicomputers,  used  in  process  con- 
trol, scientific  testing  and  numerous 
business  applications.  They  showed 
a  63%  gain  in  a  single  year,  and 
currently  account  for  some  54%  of 
the  total  systems  in  use. 

Removing  Chance 

Sotheby  Parke  Bernet,  the  New 
York  auction  gallery,  has  begun  to 
guarantee  in  advance  a  high  pro- 
(Continued  on  page  14) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  D  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 
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Are  your  pension  funds 

musclebound? 


One  of  the  problems  of  choosing 
a  pension  manager  big  enough 
and  strong  enough  to  do  the  job 
is  that  he  might  be  musclebound 
—stiff,  inflexible,  unable  to  make 
decisions  with  agility. 

It  won't  happen  with  Man- 
ufacturers Hanover. 

We're  big  enough  to  take  on 
any  size  retirement  fund.  But  we 
don't  let  our- 
selves get 
cramped  by 

a  rigid  com-  

mittee  sys-  W  J  ' 

tern.  wES/#/l 

The  port- 
folio manager  of 
your  fund  works  directly 
with  you  to  achieve  invest- 
ment objectives.  He  ex- 
ercises broad  portfolio 
discretion  within  policy 
guidelines  agreed  upon  by 
you.  Thus,  he  is  able  to 
move  quickly  on  your 
behalf-with  all  the 
backup  of  a  700-mem 


ber  trust  organization. 

And  this  way  of  working 
works.  Comparisons  of  the  aver- 
age annual  investment  perform- 
ance record  of  40  retirement 
funds  managed  by  Manufac- 
turers Hanover,  show  that  for  a 
period  extending  over  the  past 
five  years,  including  the  first 
nine  months  of  last  year,  we  out- 
performed the 
S&P500 
and  the  D-J 
Industrials, 
consistent- 
ly and  sub- 
stantially. 
So  if  you're 
looking  for  a  pension 
fund  manager  that  has 
all  the  financial  strength 
to  handle  your  fund, 
without  being  muscle- 
bound, we'd  like  to  tell 
you  our  story. 
It  could  take  a  lot  of 
the  weight  off  your 
shoulders. 


MANUFACTURERS  HANOVER 


The  3  great 
I U  super  markets 


They're  energy,  environmental, 
and  transportation/distribution. 
Three  great  super  markets  that  last 
year  gave  IU  more  than  $1.2 
billion  in  revenues  and  another 
record  year  in  earnings  per  share. 

In  these  markets,  IU  operates 
a  limited  number  of  complementary 
businesses  balanced  to  produce 


maximum  return  with  reasonable 
risk.  And  provide  shareholders  with 
above-average  earnings  growth  — 
like  the  1 5%  we've  averaged  over 
the  past  10  years. 

For  a  copy  of  "Meet  the  Men  Who 
Manage  IU,"  and  our  latest  financial 
report,  write  IU  Corporate  Affairs, 
1500  Walnut  St,  Phila.,  Pa.  19102. 


® 

International 


DIVERSIFIED  IN  WORLDWIDE  ENERGY.  TRANSPORTATION/DISTRIBUTION  AND  ENA1RONMENTAL  MARKETS. 


Facts  for  your  portfolio  on 


FERRO 


Growth  Markets  Contribute 
to  Ferro's  Record  Sales/Profits 


•  Ferro  Corporation  Consolidated  Sales  for  the  first 
nine  months  of  1972  were  23%  above  1971. 

•  Net  Income  for  the  same  period  increased  72%. 

•  Major  growth  markets  contribute  to  Ferro's  record 
sales/profits  performance: 

MARKET  v  Estimafte.dQ%. 

rerro  total  bales 

Home-related 

consumer  durables 39 

Construction 28 

Leisure 17 

Transportation 9 

Other 7 

100 


•  Ferro,  a  multinational  producer  of  specialty  materials  for  the  plastics  and 
ceramics  industries,  achieved  record  sales  of  $151  million  and  record  earn- 
ings of  $2.36  per  share  for  the  first  nine  months  of  1972. 
Write  for  our  latest  financial  data:  ^*»\s 
Dept.  F-101.  One  Erieview  Plaza,        (+J\     ^^  £.  Mm  UK  C  J 

CORPORATION 


r 


Cleveland,  Ohio  44114. 


® 


Trends 

&  Tangents 

(Continued  from  page  12) 

portion  of  the  estimated  market 
value  of  certain  properties  to  be 
sold  at  auction.  For  an  "insurance 
fee"  of  7/2%  of  the  guaranteed 
price,  an  owner  of  a  collection  or 
the  executor  of  an  estate  can  be 
assured  a  certain  amount  of  cash, 
no  matter  what  the  results  of  the 
auction.  This  fee  is  over  and  above 
the  normal  commission  rate  of 
about  12%  of  the  price  actually 
realized.  The  new  service  was  de- 
signed especially  with  an  eye  to 
the  settling  of  estates,  so  that  the 
executors  will  know  at  least  the 
minimum  price  to  be  realized. 

Nil  Will? 

The  Tax  Analysts  Study  Group 
says  attitudes  on  wills  and  inher- 
itance are  changing.  Citing  a  Cal- 
ifornia poll,  the  group  says  per- 
sons already  retired  are  likely  to 
continue  bequeathing  substantial 
assets  after  death.  But  fewer  mid- 
dle-aged people  plan  to  do  so. 
The  survey  cited  the  growing  num- 
ber of  childless  couples,  the  trend 
toward  lifetime  gifts  for  tax  rea- 
sons and  an  attitude  among  par- 
ents that  today's  children  have  less 
need  of  an  inheritance. 

Can  Do 

Recycling  of  aluminum  cans  ap- 
pears to  be  more  than  a  passing 
fad.  In  1972  one  out  of  every  six 
was  returned  for  recycling,  com- 
pared with  one  out  of  eight  in 
1971.  At  10  cents  a  pound,  alumi- 
num companies  paid  out  $3.5  mil- 
lion in  1971  for  recycled  cans. 


WASHINGTON 


The  Good  News  Is  You're  Fired 

And  the  bad  news  is  that  the 
Internal  Revenue  Service  has  re- 
versed its  rules  on  lump-sum  dis- 
tributions made  by  pension  and 
profit-sharing  plans  to  employee! 
because  of  corporate  reorganiza- 
tions. Until  now,  an  employee 
could  claim  capital  gains  treatment 
lor  the  payofl  il  there  was  a  sub- 
stantial change  in  company  own- 
ership and  if  the  plan  were  ended. 

Now,  the  IHS  says  he  must  Ion 
Ins  job  as  well  and  not  continue 

working  for  Ins  new  masters.  ■ 

^ J 
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Two  reasons  for  our  billions. 

1.  Financial  General  Bankshares  is  in  a  great  economic  state,  because  it's 

in  seven  of  them. 

Plus  the  District  of  Columbia.  And  the  Virgin  Islands. 

These  seven  states,  plus,  give  us  the  muscle  many  other  bank  holding 

companies  lack.  Economic  muscle.  Since  most  bank  holding  companies 

operate  in  only  one  state,  they  are  wholly  dependent  upon  the  economic 

stability  of  the  state.  Any  slump  is  immediately  felt.  Because  we  operate  in 

several  states,  we  are  not  confined  to  the  economic  viability  of  any  one 

given  area. 
Resources  of  our  member  institutions:  over  $2.5  billion. 
2.  Financial  General  Bankshares.  A  holding 
company  that  knows  when  to  let  go. 
We've  learned  that  the  best  way  to  "hold"  our 
banks  is  not  to  hold  them  at  all.  We  feel  our 
member  banks  will  be  more  responsive 
to  their  local  communities  if  they 
manage  themselves. 
This  not  only  encourages 
strong,  community-linked 
banks,  it  also  saves  us  the 
cost  of  carrying  a  large 
headquarters  staff. 
The  results. 
During  the  past  four 
years,  we've  boosted 
our  earnings  76%  and 
our  assets  35%. 
If  you'd  like  to 
know  more  about  us, 
send  for  a  copy  of  our 
1971  Annual  Report. 
Use  the  coupon  or 
write,  Financial 
General  Bankshares, 
Inc.,  1701  Pennsylvania 
'Avenue,  N.W.,  Washington, 
D.C.  20006. 


FINANCIAL  GENERAL 
BANKSHARES^- INC 


Which  Rolls-Royce 
should  you  buy? 


The  Silver  Shadow  Sedan 

The  perfect  family  sedan.  Seat  leather,  exterior  and 
interior  finished  by  veteran  specialists.  Everything  in  it 
as  good  as  it  could  be.  All  the  latest  motoring  advances 
refined  to  transcend  the  feel  and  function  of  ordinary 
luxury  sedans.  $25,200 


The  Silver  Shadow  Long-Wheelbase  Sedan 

The  consummate  business  car.  Slightlv  longer  than  the 
sedan,  yet  short  enough  to  be  nimble  in  traffic.  As  read- 
ily driven  by  the  owner  as  by  his  chauffeur.  Generous 
interior  headroom,  bountiful  seats  and  appointments. 
Small  rear  window,  custom/vinyl  roof.  $28,700 


The  Corniche  Coupe' 

Expressly  lor  the  owner-driver.  Strongest  ol  the  Rolls- 
Royces.  Coachbuiltbv  Mulliner,  Park  Ward.  Excellent 
roofline-and-glass  proportions.  Four  months  to  build,  six 
weeks  alone  to  paint.  A  true  gran  turismo  ear,  it  loves 
to  be  driven  hard.  $35,500* 


The  Corniche  Convertible 

Lets  the  sun  shine  in.  A  throughbred  combination  ol 

handling,  response,  and  power  unique  to  Rolls,  Ami 
sway  bars,  radial  tires,  instruments,  tachometer.  I  land 
crafted,  fully  adjustable,  reclining  bucket  seats.  All  this 
and  matched  veneers  from  century  old  walnuts.  I  he 
greatest  elegance  ever  borne  on  a  sporting  chassis. 

$38,100 

^Suggested  price  P.O.E.  exclusive  "I  local  taxes,  ii  any.  Slightly  highei    la 
Alaska  and  Hawaii.  I  Rolls-Royce  Inc.  1972 


We  invite  you  to  see  the  Rolls-Royce  at 
any  of  the  dealers  listed  on  the  facing  page. 


ROLLS 


US 


ROYCE 


ROLLS 


IB! 


ROYCE 


You  can  see  the 
personal  Rolls-Royce 
at  any  of  these  dealers. 


ARIZONA 

Scottsdale/  Max  of  Switzerland 

CALIFORNIA 

Beverly  Hills/Charles  H.  Hornburg.Jr.  Motor  Cars 
Costa  Mesa/  Roy  Carver  Rolls-Royce 
Pasadena/ Peter  Satori  Co.,  Ltd. 
San  Francisco/  British  Motor  Car  Distributors,  Ltd. 
Van  Nuys/ "Bones"  Hamilton  Rolls-Royce  Co. 

COLORADO 

Denver/ Kumpf  Motor  Imports  Inc. 

CONNECTICUT 

E.  Hartford /Hoffman  Oldsmobile,  Inc. 
Greenwich/  Imported  Cars  of  Greenwich 

DISTRICT  OF  COLOMBIA 

Washington/ Flood  Pontiac  Co. 

FLORIDA 

Fort  Lauderdale/Taylor  Rolls-Royce,  Inc. 
Miami/C.  R.  Berry  Rolls-Royce,  Inc. 
St.  Petersburg/ Scarritt  Motors,  Inc. 
West  Palm  Beach/Taylor  Rolls-Royce,  Inc. 

GEORGIA 

Atlanta/ Mitchell  Motors,  Inc. 

ILLINOIS 

Evanston/Evanston  Rolls-Royce,  Inc. 

INDIANA 

Zionsville  (near  Indianapolis) /Albers  Rolls-Royce 

KENTUCKY 

Louisville/ Sam  Swope  Pontiac,  Inc. 

LOUISIANA 

New  Orleans/ Durham  Motors,  Inc. 

MARYLAND 

Glen  Burnie/Gladding  Rolls-Royce,  Inc. 

MASSACHUSETTS 

Boston/ Foreign  Motors,  Inc. 
Natick/ Foreign  Motors  West  Inc. 

MICHIGAN 

Detroit/  Falvey  Motor  Sales  Co. 

MISSOURI 

St.  Louis/ Classic  Cars  Ltd. 

NEBRASKA 

Omaha/ McKenzie  Pontiac,  Inc. 

NEVADA 

Reno/  Modern  Classic  Motors 

NEW  JERSEY 

Montclair/  Imported  Motor  Car  Co. 
Morristown/ Powers  Motor  Company 

NEW  YORK 

Glen  Cove/Rallye  Motors,  Inc. 
New  York/  Peter  Zage  &  Co.  Ltd. 
Palmyra/ Palmyra  Motors,  Inc. 

NORTH  CAROLINA 

High  Point/ Transco,  Inc. 

OHIO 

Cincinnati/Williams  Ford  Sales,  Inc. 

Cleveland/Qua  Buick,  Inc. 

Worthington/ Rolls-Royce  of  Columbus,  Inc. 

OREGON 

Portland/ British  Motor  Car  Distributors,  Inc. 

PENNSYLVANIA 

Philadelphia/ Keenan  Motors,  Inc. 
Sewickley/ Ascot  Imported  Cars,  Inc. 
RHODE  ISLAND 

Providence/ Inskip  Motors,  Inc. 

TENNESSEE 

Memphis/ Robertson  Motors,  Inc. 
Nashville/ E.  Gray  Smith 

TEXAS 

Dal  las/ Overseas  Motors  Corporation 
(Rolls-Royce  Division) 
Fort  Worth/ Overseas  Motors  Corporation 
Houston/ Sam  Montgomery  Oldsmobile  Co. 

UTAH     ' 

Salt  Lake  Gity/Peck  &  Shaw  Fine  Cars,  Inc. 

VIRGINIA 

Richmond/ Dominion  Rolls-Royce  Ltd. 

WASHINGTON 

Seattle/ British  Motor  Car  Distributors,  Inc. 


Mr.  Lynn  Perkins 

Public  Relations  and  Advertising  Manager 

Rolls-Royce  Inc.,  Dept.  R303A 

Box  564  Paramus,  N.  J.  07652 

]    I  enclose  $15.00.  Please  send  me  a 
Rolls-Royce  Owner's  Manual. 

]    I  enclose  $2.00.  Please  send  me  the 
brochure  on  the  new  Rolls-Royces. 

]    I  enclose  $5.00.  Please  send  me  "The 
Rolls-Royce  Story,"  a  full-color  picture- 
history  poster  of  the  Rolls-Royce. 


Name. 


Address. 
City 


.State- 


-Zip. 


READERS  SAY 


One  of  the  Best 

Dear  Malcolm:  Your  editorial  after  the 
election  (Nov.  15)  was  one  of  the  best 
I  have  seen. 

—Richard  M.  Nixon 
The  White  House 
Washington,  D.C. 

How  Long  Controls? 

Sir:  I  thought  your  editorial  "Wither 
Price  Controls"  (Dec.  15)  was  a  very 
clever  use  of  words  for  the  title  and 
was  a  very  good  editorial. 

— C.  Jackson  Grayson  Jr. 

Chairman, 

Price  Commission 

Washington,  D.C. 

Sulphuric  History 

Sir:  Your  story  on  the  coal  industry 
(Nov.  15)  claimed:  "There  is  no  way  of 
getting  the  sulphur  out  of  [coal]  after 
burning."  In  historical  fairness  to  environ- 
mentalists, it  should  be  mentioned  that 
commercial  coal-fired  power  stations  in 
London  prior  to  World  War  II  were  re- 
quired by  regulation  to  remove  95%,  and 
were  successful  in  removing  98%,  of  the 
sulphur  after  burning.  The  U.S.  power  in- 
dustry, now  pressed  to  hurry  and  remove 
sulphur,  has  wasted  35  years  in  opposing 
rather  than  developing  controls. 

—John  R.  Bartlit 

State  Chairman, 

New  Mexico  Citizens  for 

Clean  Air  and  Water 

Los  Alamos,  N.M. 

On  Ending  Skyjacking 

Sir:  Your  editorial  "How  To  Put  A 
Near  End  To  Skyjacking"  ( Dec.  1 )  is 
disturbing.  You  propose  passing  a  law 
which  would  make  the  ransom  of  sky- 
jack victims  impossible.  If  after  a  few 
unsuccessful  hijack  attempts  and  a  few 
dozen  deaths  of  innocent  passengers 
hijacking  incidents  become  fewer  and  few- 
er, will  the  end  have  justified  the  means? 
—Jean  A.  Clough 
Chicago,  111. 

Sir:  I  deeply  appreciate  your  expres- 
sion of  support  for  the  action  I  took  on 
the  Southern  Airways  hijacking. 

— L.  Patrick  Gray  III 

Acting  Director, 

Federal  Bureau  of  Investigation 

U.S.  Dept.  of  Justice 

Washington,  D.C. 

On  Realtors 

Sir:  In  a  letter  in  Readers  Say  (Deo. 
1 ) ,  a  Percy  Flaaten  calls  for  professional- 
izing the  real  estate  business.  He  says, 
"Then  we  would  no  longer  be  del- 
uged with  frustrated  housewives,  divor- 
cees, widows  and  displaced  persons  who 
have  failed  in  other  fields."  How  could 
you  print  that  flagrant  piece  of  sexism? 
(Continued  on  page  20) 


Our  Metals  Group  makes 
bearings  for  virtually 
anything  that  moves-from 
locomotives,  heavy-duty 
freight  cars  and  giant 
turbine  engines  to  portable 
appliance  motors. 

This  is  one  of  the  many 
ways  in  which  our  world- 
wide operations  meet  the 
needs  of  modern  industry, 
supplying  a  wide  variety 
of  metals,  chemicals, 
fabricated  materials  and 
services.  Want  to  know 
more  about  us?  Send  for 
your  copy  of  our  brochure, 
"This  isN  L  Industries." 
Write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 


* 
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A  Albuquerque,  Amarillo,  Argonne,  Argentine,  Ardmore 

B  Bakersfield,  Bay  City,  Brownwood,  Barstow 

C  Chicago,  Cleburne,  Clovis,  Cucamonga,  Chanute 

D  Dallas,  Denver,  Dodge  City,  De  Soto 

E  El  Paso,  Eagle  Lake,  Emporia,  Enid 

F  Fort  Worth,  Fresno,  Fort  Madison,  Fullerton 

G  Galveston,  Galesburg,  Gainesville,  Garden  City 

H  Houston,  Hutchinson,  Hodgkins,  Hereford 

I  Independence,  Inglewood,  lola 

J  Joliet,  Justin,  Jasper 

K  Kansas  City,  Kingman,  Kirbyville 

L  Los  Angeles,  Littleton,  Lawrence,  Lemont,  Lubbock 

M  Matagorda,  Marceline,  McPherson 

N  Newton,  Norman,  Navasota,  Nowers 

O  Oklahoma  City,  Oakland,  Olathe,  Ottawa 

P  Phoenix,  Ponca  City,  Pampa,  Paris,  Plainview 

Q  Quenemo,  Quinlan 

R  Richmond,  Riverside,  Roswell,  Raton,  Reedley,  Redlands 

S  San  Francisco,  Stockton,  Streator,  San  Diego,  San  Angelo 

T  Tulsa,  Topeka,  Trinidad,  Temple 

U  Udall,  Umbarger,  Upland 

V  Valley  Mills,  Vaughn,  Verona,  Victorville 

W  Wichita,  Willow  Springs,  Wellington 

X  (Santa  Fe  crossings  are  marked  with 
an  X  sign — drive  safely) 

Y  Yale,  Yucca,  Yeso 

Z  Zarah,  Zenith,  Zephyr 


Santa  Fe  knows  the  West  Southwest  and  Midwest! 


Box  333A 

Santa  Fe  Railway.  80  East  Jackson  Blvd. 
Chicago.  Illinois  60604      312/427-4900 

/  am  interested  in  knowing  more  about  Santa  Fe  indus- 
trial opportunities  in  the: 

□  Southwest  -  (Texas,  Oklahoma,  New  Mexico,  Arizona) 

□  Far  West  -  (Northern  and  Southern  California) 

□  Midwest  -  (Illinois,  Inwa,  Missouri,  Kansas) 

□  Chicagoland 


NAME_ 


ITLE. 


COMPANY. 
ADDRESS_ 
CITY 


.STATE. 


_ZIP. 


TELEPHONE. 


We  have  specialists  who  provide  complete 
facts  about  plant  locations  and  distribution 
centers.  And  we  are  interested  in  discussing 
plans  for  various  types  of  real  estate  projects 
from  shopping  districts  and  restaurants  to 
office  centers  and  condominiums.  ■  There  are 
2,100  stations  along  our  13,000  mile  trans- 
portation route,  and  we  have  48,000  acres 
ready  for  development  in  large  cities,  small 
towns,  and  rural  areas.  ■  Just  call  or  write: 
Real  Estate  and  Industrial  Development, 
80  East  Jackson  Blvd.,  Chicago,  III.  60604, 
telephone:  (31 2)  427-4900.  From  A  to  Z 
we  can  spell-out  the  advantages  for 
locating  along  the  Santa  Fe. 


Santa  Fe 


Santa  Fe 


— The  complete  transportation  company 

moving  by  rail,  truck,  air  freight,  pipeline  and  land  development. 


NN  CORPORATION... 
A  PATTERN  OF  GROWTH 


NN  Corporation,  parent  company 
of  the  Northwestern  National 
Insurance  group,  is  an  insurance 
and  financial  organization  which 
includes  subsidiaries  engaged  in 
investment  management,  computer 
facilities  management 


and  leasing,  mutual  fund  reporting 
services,  forms  manufacturing, 
and  other  financial  services.  NN's 
corporate  reputation  for  stability  is 
underscored  by  its  record  of 
98  consecutive  years  of  dividend 
payments. 


Operating  Revenues 

(In  millions  of  dollars) 


150- 


125- 


a 


100- 


75- 


50- 


25- 


'67    '68    '69    70    71 


1971 
1970 
1969 
1968  • 
1967  : 


$145.5 
$134.2 
$117.0 

$104.9 
$  90.2 


Per  Share  Earnings 

(In  dollars  per  share) 


4.00 


1.00 


llll 


67    '68    '69    70    71 


1971 
1970 
1969 
1968 
1967 


$3.65 
$2.80 
$2.48 
$2.24 
$1.86 


Dividends 

(In  dollars  per  share) 


1.20- 


.90' 


.60 


.30 


'67    '68    '69   70    71 


1971 
1970 
1969 
1968 
1967 


$1.17 
$1.07 
$  .97 
$  .87 
$  .73 


Per  share  data  and  graphs  displayed  h^ve  not  been  adjusted  for  the  50%  stock 
distribution  to  shareholders  of  record  December  1,  1972. 


NN  Corporation's  pattern 
of  growth  continued  through 
the  first  nine  months 
of  1972 

NINE  MONTH  RESULTS 
IN  1972  WERE: 

Revenues  from  all  operations: 
$118,418,000 

up  9.3% 

Net  operating  income: 
$6,626,000 
up  41% 

Net  income  per  share: 
$3.03 

up  34%* 

('Adjusted  retroactively  to  reflect  the  3-for-2 
stock  distribution  of  Lecember  31,,  1971.) 


For  the  complete  NN  story,  write  to  the 
attention  of  Shareholder  Relations  Dept., 
NN  Corporation,  731  North  Jackson  Street, 
Milwaukee,  Wisconsin  53202. 
Or  phone  (414)  271-8570. 


NN  CORPORATION 

Northwestern  National  Insurance  Company  •  Pacific  Automobile  Insurance  Company  • 

Oregon  Automobile  Insurance  Company  •  Talbot,  Bird  &  Co.,  Inc.  •  Universal  Reinsurance 

Corporation  •  Lawyers  Surety  Corporation  •  NN  Investors  Life  Insurance  Company,  Inc.  • 

NN  Investment  Services,  Inc.  •  Wiesenberger  Services,  Inc.  •  Arthur  Wiesenberger 

&  Company,  Inc.  •  Executive  Computer  Systems,  Inc.  •  NN  Dataforms  Incorporated  • 

NN  Dataforms  Wes*.  Inc.  •  Anderson/Roethle  &  Associates,  Inc.  FO/73 


Delta  is  an  air  line  run  by  professionals. 
Like  Nancy  Palmer,  Reservationist . 

She  knows  all  about  schedules,  fares, 
ticketing  and  routings. 

She  can  quote  you  175,000  fares-all 
guaranteed  accurate.  She  knows  the  short- 
est route  to  where  you're  going.  She  knows 
the  most  convenient  flight  for  your  plans. 
She  knows  the  lowest  fare  for  your  flight. 

When  she  makes  your  reservation,  she 

doesn't  just  use  her  computer.  She  uses 

her  head. 
Delta  is 

ready  when 
you  are. 


•  .-*  f»-. .., 


READERS  SAY 


The  DC-10.  latest  addition  to  Delta's  Wide-Ride™  fleet,  gives  'comfort" 

a  whole  new  meaning  Two-by-two  seats  in  both  Tourist  and  First  Class.  Now  in  service. 
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(Continued  from  page  17) 

Female  Realtors  tend  to  be  college  ed- 
ucated women  who  choose  the  field  be- 
cause it  is  one  of  the  rare  occupations 
where  a  woman  can  get  equal  pay  for 
equal  work. 

—Marilyn  J.  Stettler 
San  Francisco,  Calif. 

Sir:  Re  the  letter  from  Richard  Chap- 
man ( Readers  Say,  Dec.  1 )  about  his 
unethical  Realtor  friend.  I  have  been  in 
Real  Estate  almost  nine  years.  We  cannot 
be  responsible  for  every  idiot  who  qual- 
ifies for  a  license.  I  would  suggest  Mr. 
Chapman  regard  his  "friend"  as  the  bad 
apple  that  sometimes  spoils  the  barrel. 

—Marge  Landau 
Los  Angeles,  Calif. 

Don't  Blame  Us 

Sir:  In  your  "Insuring  Pension  Insur- 
ance" (Other  Opinions,  Nov.  15),  you 
suddenly  come  up  with  the  conclusion 
that  the  "insurance  industry  had  better 
come  up  with  better  answers  than  are 
presently  provided."  To  put  the  onus  on 
the  insurance  industry  is  quite  inappro- 
priate. Pension  plan  provisions  are  up  to 
the  provider  of  the  plan.  It  is  not  the 
responsibility  ol  the  insurance  company, 
nor  can  it  be.  If  changes  are  to  be  made, 
it  must  be  Congress,  representing  the 
public,  that  makes  them. 

—Lawrence  J.  Rupp 

Vice  President  and  Actuary-Group, 

Hartford  Life  Insurance  Co. 

Hartford,  Conn. 

Soggy  Appraisal 

Sin:  It  appears  Mr.  Simmons  has  not 
slept  nor  loved  on  a  waterbed  (  Fact  & 
Comment,  Oct.  15).  Innerspacc  Environ- 
ments, the  inventor  and  patentholder  for 
the  waterbed,  can  only  conclude  that 
From  a  competitive  point  of  view  the  fu- 
ture of  the  waterbed  is  even  brighter 
than  we  first  imagined. 

—James  I).  Pa  i  i  erson 

Vice  President, 

Administration/Marketing 

Interspace  Environments,  Inc. 

San  Francisco,  ( !alif. 

Western  Ports,  Too 

Sue  You  reported  that  a  U.S.  con- 
sortium ol  Trim. no,  Texas  Eastern  Trans- 
mission Corp.  and   Brown  c\   Root  are  ne- 

gotiating  with  the  Russians  to  transport 
Siberian  gas  to  an  eastern  U.S.  port  You 

failed  to  repoit  that  Occidental  and  El 
Paso  Natural  Gas  have  entered  into  an 
agreement  under  which  the  two  compa- 
nies will  explore  jointly  the  possibili- 
ties ol  purchasing  large  quantities  ol  liq 

uefied  Siberian   natural   gas   from   the   So 
\iet    Union    for   importation    into   western 

U.S.  ports  and  other  markets. 

— W.    M  Alt\  IN    \V  USIIN 

Executive  Vice  President, 

Occidental  Petroleum  <  !orp 

I, os  Angeles,  Calif. 
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How  to  control  transportation  costs.No.l  in  a  series. 

If  your  company  owns  trucks 

and  never  rents  trucks, 
something's  wrong  somewhere. 


We  Ye  not  going  to  talk  to  you  about  trucks. 
We're  going  to  talk  about  money. 

For  example,  suppose  your  company  "saves 
money,,  by  never  renting  trucks.  How  do  you 
handle  your  busy  periods?  How  do  you  make 
deliveries  when  one  of  your  trucks  breaks  down? 

Do  you  maintain  extra  equipment  against  those 
emergencies?  If  you  do,  that's  bad  utilization, 
because  you're  paying  for  those  trucks  even  when 
they're  just  sitting  in  your  yard. 

Do  you  use  common  carriers?  Then  you  know 
how  rates  have  shot  through  the  roof.  On  top 
of  which,  common  carriers  can't  always  pick  up 
and  deliver  when  and  where  you  want  them  to. 

Do  you  just  wait  until  one  of  your  trucks 
becomes  available?  If  you 
do,  then  your  customers 
have  to  wait,  too.  Bad  policy. 

Here's  how  some  of  the 
savviest  companies  in 
America  do  it.  They 
reduce  their  fleet  to  the 
number  of  trucks  they  need 
in  their  slowest  month  and 


they  rent  extra  trucks  from  Ryder  as  they  need 
them.  Exactly  the  trucks  they  need,  exactly 
when  they  need  them. 

Anything  from  a  little  Chevy  Vandura  right 
up  to  the  biggest  GMC  tractor.  Ryder  has  a  rental 
pool  of  21,000  trucks,  tractors  and  trailers, 
located  in  areas  of  greatest  use,  so  they  can  draw 
from  our  pool  on  virtually  a  moment's  notice. 
Renting  trucks  is  only  one  solution.  Ryder 
also  leases  trucks.  And  routes  trucks.  And  main- 
tains trucks.  And  purchases  fuel  for  trucks. 
And  handles  fuel  tax  reporting  for  trucks.  And 
designs  distribution  systems  that  are  tailor-made 
to  a  company's  specific  problems  and  needs. 
The  point  is,  you're  looking  for  tighter  control 

over  your  transportation 
costs.  And  nobody  in  the 
world  is  better  qualified 
to  show  you  how  to  get  it 
than  Ryder. 


R 

RYDER 

v J 


I'm  interested.  And  I  want  to  know  more. 

Name 

Title 

Company 

Address 


City. 


.State. 


.Zip. 


Mail  to:  S.M.Sax.  Ryder  Truck  Rental. 
2701  So.Bayshore  Dr..  Miami,  Florida  33133. 


Ryder  rents  GMC  and  other  fine  trucks. 


Crane  microstrainers  at  work  in  Turner's  Falls,  Mass. 


A  clean  victory  over  industrial  waste. 


Something  important  for 
industries  everywhere  is  hap- 
pening here  at  Turner's  Falls. 
Important  enough  to  have  won 
a  federal  grant  through  the 
Environmental  Protection 
Agency.  And  Crane  micro- 
strainers  are  helping  it  all 
happen. 

What's  happening  is  a 
demonstration  proving  that 
small  companies  can  overcome 


seemingly  insurmountable 
costs  and  legislative  require- 
ments when  they're  faced  with 
the  problems  of  cleaning  up 
industrial  wastes. 

Two  paper  companies  at 
Turner's  Falls  faced  that  clean- 
up-or-close-up  challenge. 
Jointly,  they  have  built,  and 
are  successfully  operating 
their  own  industrial  waste 
treatment  plant.  And  that's 
where  Crane  microstrainers 
come  in— vitally. 

The  microstrainer  pro- 
vides continuous  filtration  in 
industrial  waste  treatment,  in 


tertiary  sewage  and  in  water 
supplies  everywhere.  In  fact, 
Crane  microstrainers  working 
in  over  450  installations  and 
in  34  countries  are  filtering 
2  billion  gallons  of  drinking 
water  every  day. 

The  microstrainer.  One  of 
many  answers  to  pollution  from 
Crane.  Leader  in  products  and 
technologies  to  clean  up  our 
waters  and  the  air  we  breathe. 
For  further  information  con- 
tact: Crane  Co.,  300  Park 
Avenue,  New  York,  New  York 
10022. 


CRANE 


Crane  makes  it  flow  clean  again. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


FORECAST   1973:   EVERYTHING  GOOD  COULD  HAPPEN 


It's  hard  to  believe,  harder  even  to  contemplate,  what  a 
good,  almost  all  good  economic  year  1973  will  be.  Any- 
where and  everywhere  you  turn  the  odds  heavily  favor  very 
favorable  progress: 

•  No  wars,  and  the  present  one  done  with. 

•  Quite  likely,  the  miracle  of  a  ^igned,  quite  real 
detente-peace  between  Israel  and  Egypt,  Jordan  and 
Lebanon. 

•  Significant,  solid  growth  of  our  real  GNP  unac- 
companied by  runaway  inflation.  This  I  believe,  because 
President  Nixon  will  persuade  even  the  stupidest  Greedy 
of  Business  and  Labor  to  act  with  relative  restraint 
as  controls  come  off  in  bits  and  pieces  and,  finally. 
in  into. 

•  Again,  under  discerning  and  determined  Presidential 
direction/ the  fully  resolvable  confrontation  among  ecolo- 
gists,  energists  and  business  expansionists  will  happen. 
They'll  recognize  the  necessity  and  sense  of  working 
together,  though  they  may  take  a  bit  longer  to  learn  to 
love  one  another. 

•  Even  the  dollar  faces  a  happy  1973.  With  our  in- 
flation relatively  slower  than  that  of  most  lands  with  whom 
we  trade,  our  unaffordable  trade  imbalance  will  move 
substantially  toward  greater  balance.  Foreign  money  will 
Bow  at  quite  a  rate  into  the  U.S.  for  investments  and 
things  and  haven. 

•  Thus,  when  we  sit  down,  as  sit  down  we  must  and 


will,  to  progress  toward  a  new  monetary  system,  the  voice 
of  America  will  no  longer  be  weak  and  unrespected  but 
stronger  and  more  nearly  equal. 

•  Unemployment  will  be  significantly  less  by  year's  end. 

•  With  wars  done,  the  draft  done  and  more  jobs  avail- 
able, almost  all  young  Americans  will  complete  the  shift 
from  unnatural  despair  to  their  more  natural  state  of  hope 
and  confidence  that  their  country  and  the  world  may  be- 
come better  for  millions  more. 

•  This  unblemished  economic  outlook  and  the  dollar's 
prospective  new  muscle,  of  course,  are  strongly  buttressed 
by  the  President's  announced,  pronounced  determination 
to  whack  with  will  and  results  at  the  federal  deficit. 
While  he  can  do  only  part  of  it  by  executive  order,  he'll 
go  to  the  people  if  necessary  to  slow  down  Congress' 
irresponsible  Spenders  Unlimited. 

•  Further  underpinning,  further  impetus  to  this  Good 
Year  is  the  other  "impossible"— no  new  or  additional  fed- 
eral taxes  this  year  or  even  the  next.  Who  says  so?  The 
President.  As  more  and  more  people  are  coming  to  learn, 
they  better  learn  to  believe  him  and  what  he  says.  In 
recent  years,  less  and  less  has  he  said  things  out  of 
political  necessity  instead  of  personal  conviction. 

#  *  *  * 
What    a    forecast,    what    an    unblemished    outlook    for 
1973! 

Almost  scary,  isn't  it. 
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THE  FUTURE 

For  the  young,  the  future  lies  ahead. 
For  the  Now  age,  the  future  is  here. 
For  the  old,  the  future  is  remembrance  of  things  past. 

ILL  BE  SO  VERY  HAPPY  TO  BE  WRONG 


By  midyear,  President  Nixon  has  promised  an  end  to  the 
draft.  He  has  also  made  it  clear  that  our  Armed  Forces 
will  remain  strong,  i.e.,  large  in  number— an  estimated 
2  million. 

The  young  are  not  the  only  ones  who  fervently  hope 
these  twin  objectives  are  accomplishable  rather  than  con- 
tradictory. Usually  I'm  not  a  pessimistic  man,  but  I  think 
the  likelihood  of  being  able  to  maintain  enough  com- 
petent warm  bodies  of  combat-capable  troops  on  a  vol- 
unteer basis  is  a  bit  unlikely. 

This  country's  seventeeners  and  eighteeners  don't  seem 
to  get  sent  as  readily  by  6:00  A.M.  trumpets  and  leather- 
lunged  sergeants  as  they  do  by  Led  Zeppelins,  Jefferson 
Airplanes,  Rolling  Stones  and  the  non-Churchillian  Blood, 
Sweat  and  Tears. 

True,  pay  scales  now  for  service  in  the  Services  are 
generally  higher  than  many  jobs  available  to  inexperienced 


youngsters  in  civilian  life.  True,  fringe  benefits  are  sub- 
stantial. True,  retirement  comes  sooner  than  one  might 
think  and  at  a  better  rate  than  one  could  expect  from 
most  other  professions. 

But,  you  see,  at  seventeen  and  eighteen  these  things  all 
seem  a  long  way  down  a  very  long  road.  By  the  time  you 
have  traversed  that  road  and  look  back,  you're  a  bit  too 
old  in  body  and  soul  and  mind  to  be  what  the  Services 
have  in  mind  when  they  refer  to  combat-ready  capability. 

The  technical  jobs  and  the  desk  jobs  and  the  good 
jobs  can  probably  be  met  from  the  ranks  of  volunteers. 
And  maybe  we'll  all  get  the  surprise  of  our  lives  by  finding 
out  there  are  enough  tens  of  thousands  of  youngsters  who 
for  a  variety  of  reasons— and  there  are  many  good  ones- 
will  fill  the  multiple  slots  every  year. 

I  repeat,  though,  it'll  come  as  one  big  surprise  if  it 
turns  out  to  be  so. 


EVERY  INVENTION  DOESN'T  HAVE  TO  BE  A  TELEPHONE 


For  instance,  U.S.  Patent  No.  3,217,353. 
It  makes  shining  one's  shoes  a  two-minute,  unmessy, 
simple  cinch,  so  it's  called  Cinch,*  just  a  lM"  x  2"  bit  of 

*K.  J.  Quinn  &  Co.,  Inc.,  Seabrook,  New  Hampshire. 


wet  cloth  in  a  wee  foil  pack.  A  minute's  rubbing  it  over  a 
shoe  and  Presto!,  a  shine  that  would  meet  any  sergeant's 
standards.  If  I  were  in  shoe  shine-polishing-accoutrements 
businesses,  I'd  be  worried  about  this  better  mousetrap. 


HOW  TO   STAY  'UMBLE 


Time  changes  everything— including  the  emphatic  con- 
clusions of  editorial  writers.  I  was  rudely  reminded  of  the 
perishability  of  my  own  positiveness  recently  when  a  col- 
league was  putting  together  some  of  these  editorials  for 
possible  publication  in  book  form. 

In  Forbes  (Dec.  J)  in  1965  I  wrote  an  editorial  en- 
titled "Bug  Boo-Boo": 

"They  have  just  started  messing  around  with 
the    most    successful    four-wheeled    phenomenon 
since  the  covered  wagon— the  Volkswagen. 
"Better  known  as  the  Beetle  or  the  Bug. 
"Now  they've  come  out  with  a  VW  'Fastback/ 
a  nondescript-looking  imitation  of  100  other  cars. 

"Not  content  with  this  bit  of  heresy,  they've  even 
come  out  with  a  'Squareback,'  an  equally  non- 
descript-looking vehicle  that  is  a  four-wheeled  in- 
sult to  the  famous  man-sized  VW  'box'  wagon. 

"Just  because  Rolls-Royce  has  brought  out  an 
unlikely  new  model,  is  that  any  reason  for  the  Bug 

TARGETS  MUST  BE  VISIBLE 

A  man  has  to  come  up  in  the  world  before  it's  worth- 
while for  those  worth  less  to  put  him  down. 
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people  to  get  totally  out  of  line  with  a  whole  new 
line? 

"You  know,  I  am  rapidly  coming  to  the  conclu- 
sion that  the  hardest  thing  for  doers  to  leam  to  do 
is  to  let  a  good  thing  alone." 
Earlier  this  year,  obviously  having  forgotten  the  pon- 
tification   of   seven   years   ago,   I   wrote   another  editorial 
about  "Volkswagen": 

"At  the  present,  anyway,  its  future  is  behind  it. 
"People  get  tired  even  of  good  things,  and,  after 
so  many  years,  people  are  simply  tired  of  the 
Beetle.   Many  are  turning  to  money's-worth  Jap- 
anese alternatives. 

"Maybe   at   this   bedtime   someone   should    tell 
VW  the  Tale  of  Henry  I  and  his  too-long  affair 
with  the  T'." 
Maybe,  just  maybe,  it's  occasionally  a  good  thing  th.it 
those  whom  editorial  writers  tell  what  to  do  don't  always 
immediately  do  it. 

IT  FIGURES 

People  whose  values  are  the  least  make  the  most  about 
the  least. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.  This  page 
each  issue  will  contain  a  few.  Which  verb  applies  to  what,  you  can  decide— M.S. F. 


YOUTH  AND  BUSINESS 

From  a  talk  by  A.  Edward  Miller, 
president,  Downe  Publishing  Inc.: 

.  .  .  None  of  my  own  children  would 
consider  a  career  in  business.  I  be- 
lieve the  reasons  would  be  that  busi- 
ness is  not  socially  meaningful;  it 
tends  to  be  materialistic;  it  loses  hu- 
man values  and  meaning;  it  is  boring. 
I  could  go  on  but  won't.  I  think  there 
is  a  generation  of  bright  and  able 
young  people  who  have  been  lost  to 
the  business  world.  .  .  . 

I  believe  there  are  many  construc- 
tive and  creative  and  challenging  as- 
pects to  business.  It  has  been  a  great 
experience  for  me.  Frankly,  I  don't 
think  that  anyone  should  get  through 
school   without   an   effort   to   achieve 


an  understanding  of  business  and  how 
and  why  it  functions.  We  seem  to 
have  successfully  tackled  so  delicate 
a  subject  as  sex  in  the  schools.  Why 
not  have  business  take  the  initiative 
to  create  a  business-education  curric- 
ulum for  the  schools.  It  is  a  large 
and  important  part  of  our  society,  and 
information  regarding  it  should  not 
be  left  to  street-corner  whispers  or 
negative  remarks  from  the  disen- 
chanted and  the  cynics.  .  .  . 

TODAY'S  BEST 
AUCTION  INVESTMENT 

When  asked  which  section  of  the 
auction  market,  all  things  considered, 
he  thought  offered  the  best  opportu- 
nity of  profitable  investment  today, 
John  Marion  replied:   "If  I  had  un- 


limited amounts  of  capital  available, 
I  would  buy  a  complete  sale  of  twen- 
tieth-century American  painting.  I 
would  place  all  the  paintings  in  a 
warehouse  for  ten  years,  with  a  lock 
on  the  door.  On  opening  the  door 
again,  I  think  I  should  see  a  very 
adequate  return  on  my  investment." 
—John  Marion  of  Parke-Bernet, 
in  Realites. 

HOUSE  VS.  HOME 

A  house  is  a  shell.  The  people 
who  live  in  that  house  make  it  come 
alive  and  no  designer  in  the  world 
can  do  that  for  them.  They  have  to 
make  it  their  home.  They  must  pos- 
sess the  house;  it  should  not  possess 
them.  —William    Haines,    interior 

designer,  in  Architectural  Digest. 
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This  country  faces  a  grave  health 
care  crisis. 

The  facts  are  grim. 

Soaring  costs:  In  the  period  1964- 
70,  prices  for  medical  care  items  rose 
38%,  physician  fees  47%,  daily  hospital 
service  charges  well  above  100%  and 
per  capita  national  expenditures  for 
health  care  almost  80%.  Since  1960, 
health  care  costs  have  been  rising 
twice  as  fast  as  the  cost  of  living. 

A  serious  shortage  of  medical  per- 
sonnel: According  to  the  National  In- 
stitute of  Health,  the  U.S.  needs 
50,000  more  doctors,  150,000  more 
nurses  and  280,000  other  health  spe-  " 
cialists  and  professionals.  Many  doc- 
tors in  recent  years  have  gone  in  for 
specialization  and  research,  so  the 
number  of  doctors  today  providing 
family  care  is  down  to  one  for  every 
2,000  persons.  In  the  1930s,  it  was 
three  for  2,000.  The  geographical  dis- 
tribution of  doctors,  moreover,  is  se- 
riously unbalanced,  as  is  the  distribu- 
tion of  medical  facilities.  Not  helping 
to  cure  the  doctor  shortage  is  the  fact 
that  over  half  of  the  U.S.'  medical 
schools  have  received  some  form  of 
emergency  financial  aid,  and  one  in 
ten  faces  imminent  death  for  lack  of 
adequate  funds. 

Health  insurance  for  Americans  is 
inadequate.  Today,  health  insurance 
covers  only  one-third  of  private  health 
costs.  Nearly  one  American  in  five 
under  age  65  has  no  hospital  insur- 
ance or  surgical  insurance  whatso- 
ever. Nearly  one-third  have  no  in- 
patient medical  insurance,  three-fifths 
no  insurance  for  prescription  drugs 
and  97%  no  dental  insurance. 

There  are  many  other  ills  as  well. 
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HEALTH  CARE  CRISIS 

The  question  is:  What  solution  can 
best  cope  with  these  deficiencies  and 
provide  people  with  thorough,  afford- 
able health  care? 

There  have  been  numerous  propos- 
als, the  most  prominent  being  the  Nix- 
on Administration's  National  Health 
Insurance  Partnership  Act,  which 
would  provide  greatly  increased 
health  coverage  with  mandatory  in- 
surance for  the  employed  and  fed- 
erally financed  coverage  for  the  poor; 
the  National  Health  Security  Plan, 
sponsored  by  Sen.  Edward  Kennedy, 
which  would  provide  the  most  com- 
prehensive medical  coverage  of  any 
proposal,  virtually  "cradle-to-grave"; 
and  the  health  insurance  industry's 
Healthcare,  which  wouldn't  be  as  full 
or  as  group-health  oriented  as  the 
Nixon  or  Kennedy  plans. 

Considering  the  present  system's 
shortcomings  and  the  magnitude  of 
the  problem,  the  Kennedy  proposal 
is  probably  the  most  realistic  answer. 
Not  only  is  it  adequate,  but  it  pro- 
vides for  means  to  meet  personnel 
shortages  and  deals  with  some  of  the 
inefficiencies  in  present  doctor  and 
hospital  care. 

Critics  charge  that  the  cost  of  such 
nationalized  insurance  would  be  pro- 
hibitive. Figures  of  $40  billion,  $70 
billion,  $100  billion  are  bandied 
about.  They  compare  with  estimated 
government  costs  of  $3  billion  to  $4 
billion  for  the  insurance  industry  plan 
and  some  $5  billion  to  $6  billion  for 
the  Nixon  plan.  Critics  also  charge 
that  a  Kennedy-like  system  would  put 
an  unbearable  strain  on  present  medi- 
cal facilities. 

But    the    huge   difference    in    costs 


may  be  more  apparent  than  real.  If 
the  loss  of  revenues  resulting  from 
corporate  tax  deductions  for  privately 
financed  health  insurance  is  counted, 
the  difference  between  the  Kennedy 
and  Nixon  proposals  would  have  been 
$8  billion  in  1970. 

There  is  no  denying  that  a  strain  on 
health  facilities  would  exist.  But 
Kennedy  rightfully  points  out  that 
his  bill  would  cut  waste  in  time  and 
resources  by  emphasizing  group  prac- 
tice and  preventive  medicine,  and 
that  a  strain  would  be  a  genuine  spur 
toward  getting  the  needed  facilities 
built  in  the  first  place. 

The  health  insurance  industry  and 
Nixon  plans  have  their  own  short- 
comings. They  lack  the  Kennedy 
plan's  comprehensiveness.  They  leave 
regulation  entirely  in  the  hands  of 
the  states;  this  means  variations  in 
ability  to  police  the  private  health  in- 
surance industry,  thereby  preventing 
uniform  standards  and  consumer  pro- 
tection. Under  the  Nixon  proposal, 
for  example,  if  insurance  companies 
or  state  regulatory  agencies  were  not 
carrying  out  the  law,  consumers'  only 
recourse  would  be  costly,  time-con- 
suming litigation. 

If  the  Kennedy  plan  is  unfeasible 
politically,  then  the  Nixon  plan  would 
be  preferable  to  the  health  industry's, 
because  it  emphasizes  prepaid  group 
practice  a  la  the  Kaiser  Plan,  which 
has  worked  well  in  preventive  medi- 
cine as  well  as  in  cutting  costs. 

One  thing  is  certain,  though,  re- 
gardless of  current  specific  proposals 
—politically,  there'll  be  nothing  doing 
for  those  doing  nothing. 

-M.S.  Forbes  Jr. 
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Before  Xerox  started, 

no  one  believed  you 

could  make  a  decent  copy 

even  on  one  side 

of  apiece  of  paper. 


Today  Xerox  the  copier  company  is  also 
Xerox  the  duplicating,  computer  systems, 
telecommunications,  micrographics,  education 
company. 

But  we're  still  making  beautifully  clear  copies 
on  a  sheet  of  paper. 


In  fact  with  our  new  4000  copier  we're  making 
beautifully  clear  copies  on  both  sides  of  the 
same  sheet  of  paper.  Automatically. 

We're  the  only  company  in  the  world  that 
can  make  that  statement. 

And  to  think  you  knew  us  when. 


XEROX®  and  4000  are  trademarks  of  XEROX  CORPORATION. 


lohnnie  Walker "  Black  I  ah  afled  Scotch  Whisky,  86  S  I 

Imported  by  Somerset  Imp  F;  liYff  rices  may  vary  accord 
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Refills  available.  About  $60. 

Johnnie  Walker  Black  Label  Six-Pack,  about  $60  Sold  separately,  about  $10  a  fifth 
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25th  Annua/  Report  on  American  Industry 

Who  was  smiling  last  year?  Who  was  down  at  the 
mouth?  For  most  businessmen,  it  was  a  little  of  each. 


The  happy  balloon  was  up  for  mon- 
ey managers  who  were  fully  invested 
in  the  right  stocks  when  the  Dow 
went  through  1000.  It  was  up  for  re- 
tailers who  were  smashing  records  in 
holiday  sales.  It  was  up  for  industry 
as  a  whole,  with  total  profits  up 
about  15%  in  1972. 

But  in  this  land  of  optimists,  not 
everybody  cwas  optimistic.  The  auto 
industry  was  having  record  sales  and 
near-record  earnings,  but  its  future 
was  all  question  marks:  To  Wankel 
or  not  to  Wankel?  What  about  pollu- 
tion standards?  Safety?  Sloppy  work- 
manship? The  future  of  the  big  car? 

Chemical  men  ought  to  have  been 
smiling.  Individual  profits  were  up  as 
much  as  30%  and  40%.  But  they  had 
just  been  through  a  sobering  experi- 
ence, and  might  face  another.  The 
same  was  true  in  paper. 

If  you  were  in  the  copper  business 
or  the  aluminum  business,  you  had 
very  little  to  smile  about.  In  aero- 
space   and    defense,    the    candidate 


who  stood  for  sharp  cutbacks  in  your 
industry  had  been  defeated;  but  you 
had  little  reason  to  believe  that  the 
victor— or  the  Congress— was  about  to 
open  the  federal  purse  strings  to  you. 

If  you  were  in  the  cement  business, 
you  weren't  very  happy.  For  the  first 
time  in  years,  you  were  running  your 
plants  close  to  capacity.  But  where 
were  the  profits?  The  Price  Board  said 
no  to  substantial  price  increases,  so 
you  were  frozen  in  at  the  low  price 
levels  of  your  recession  years. 

Wall  Street?  It  was  happy  about 
the  Dow  1000.  But  it  was  hurting 
from  lower  commission  rates  and  wor- 
ried about  its  very  future. 

Even  if  you  were  in  a  booming  in- 
dustry—say, retailing— maybe  your 
company  wasn't  booming.  This  An- 
nual Report  recounts  how  the  gaps 
between  the  most  successful  and  least 
successful  companies  are  growing 
wider  in  almost  every  line  of  business. 

In  the  big  picture,  too,  there  were 
wrinkled  noses  and  furrowed  brows. 


U.S.  inflation  had  slowed,  and  was 
certainly  no  worse  than  that  of  most 
other  countries.  The  economy  was  al- 
most unbelievably  strong.  But  what 
about  that  trade  deficit,  which  was 
getting  bigger  rather  than  smaller? 
And  the  resulting  weakness  of  the 
dollar?  And  the  increasing  U.S.  de- 
pendence on  foreign  sources  for  larg- 
er and  larger  percentages  of  an  ever 
longer  list  of  critical  raw  materials? 
Meanwhile,  almost  all  Americans 
were  having  to  live  with  crime  and 
drugs,  with  too  much  traffic  and  too 
little  clean  air. 

Then  there  was  that  nagging  ques- 
tion: Basically,  how  strong  can  the 
economy  be  if  it  is  true  that  Ameri- 
cans are  losing  the  will  to  work? 

So  1972  ended  for  most  people  with 
a  blend  of  optimism  and  pessimism. 
The  mood  was  almost  un-American  for 
this  traditionally  ebullient  land.  But 
maybe  that  isn't  all  bad.  For  hi 
the  end,  is  neither  optimistic  nor  pes- 
simistic, but  simply  .  .  .  what  it  is 
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The  Money  Men  QOW    0/1  e     ThOUSafld: 


Value  /s 
Coming  Back 
John  Neff 


John  Neff  is  a  little  like  the  Boston 
Red  Sox  in  the  Fifties.  On  paper  they 
had  a  great  lineup,  and  they  won 
every  pennant  during  spring  training. 
But  when  the  season  started,  they 
didn't  measure  up.  So  it  has  been 
with  Windsor  Fund  portfolio  man- 
ager John  Neff  since  1970. 

Neff  shot  for  annual  gains  of  15% 
in  his  portfolios— and  he  achieved 
that  goal  in  the  overall  period  for 
1964  through  1970.  Since  then?  He 
has  failed  to  even  match  the  Standard 
&  Poor's  500  average. 

"My  problem,"  Neff  says,  "is  that 
up  to  last  July  almost  all  the  market 
advance  has  come  from  growth  stocks 
with  silly  multiples,  stocks  that  I 
won't  touch  at  these  prices.  Just  look 
at  the  Standard  &  Poor's  500:  Less 
than  10%  of  the  stocks  account  for 
40%  of  the  value. 

"Okay,  you  may  say,  'You  dummy, 
you,  why  aren't  you  there  where  the 
action  is?'  and  I  say,  "The  hell  with  it. 
I  won't  take  the  risk.'  Particularly 
when  the  alternative  is  so  attractive. 
The  rest  of  the  market  is  priced 
quite  reasonably." 

Excepting  International  Business 
Machines,  for  which  Neff  has  seem- 
ingly incurable  fondness,  virtually  no 
single  stock  in  his  portfolio  has  a 
price/ earnings  ratio  as  high  as  15;  a 
weighted  average  of  the  Windsor 
portfolio  shows  a  P/E  of  about  12 
on  1972  earnings.  Many  of  his  stocks 
are  selling  at  six  or  eight  times  esti- 
mated 1973  earnings.  Obviously,  Neff 
is  a  value  man,  not  a  growth  man. 
And  he  has  suffered  for  it  lately. 

"We  have  been  right  on  earnings, 
right  on  price,  but  the  market  hasn't 
shown  any  signs  of  coming  our  way 
until  lately." 

Neff  is  quick  to  point  out  that  he 
has    nothing    against    growth    stocks. 


Buy  Cheap  And  Sell  Dear.  This  old 
slogan  describes  what  John  Neff 
seeks  to  do:  buy  stocks  that  nobody 
wants  and  wait  until  other  people  do 
want  them.  This  approach  shuns  "con- 
cepts" and  shrinks  from  paying  high 
price  premiums  for  "growth."  Ask 
around  The  Street  who  best  exempli- 


Some  of  his  best  investments  were 
growth  stocks— in  1965  and  1966. 
"The  fund  took  substantial  positions 
in  them  after  they  died  in  the  1962 
debacle.  When  they  came  to  life  in 
1967  I  had  an  ample  supply  for  those 
who  wanted  to  take  them  off  my 
hands  at  happy  prices. 

"Oh,  I'd  love  to  have  a  portfolio 
full  of  growth  stocks.  But  not  at  these 
prices.  They  are  risky,  risky,  risky  at 
these  prices. 

"The  whole  growth-stock-multiple 
fad  is  crazy,"  says  Neff.  "People  are 
just  buying  quality  companies  at  any 
price  and  hanging  on  forever.  I 
bought  McDonald's  at  a  P/E  of  16 
and  sold  it  at  a  P/E  of  25.  Now  the 
P/E  is  70.  This  is  sheer  fantasy.  It's 
so  rid'culous  I  can't  explain  it."  He 
also  labels  these  P/Es  way  over- 
valued: Polaroid  87,  Avon  61,  Kresge 
53,  Xerox  48  and  Kodak  45. 

"I  don't  believe  people  are  using 
their  slide  rules,"  says  Neff,  taking  out 
his  slide  rule.  He  uses  it  to  calculate 
that  Avon's  P/E  should  be  only  about 
38  and  McDonald's  29.  Neff  made 
these  calculations  using  the  Present 
Value  Method.  This  is  a  telling  point, 
because  PVM  is  what  the  whole 
growth  stock  thing  was  originally 
about.  Put  simply,  it  involves  project- 
ing earnings  growth  into  the  future 
and  then  discounting  that  future 
figure  down  to  present  dollars.  Ex- 
ample: A  company  earned  $2  a  share 
and  is  growing  at  15%  a  year.  Five 
years  from  now,  presumably  it  will 
be  earning  about  $4.02.  The  present 
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value  of  $4.02  discounted  at  6%  five 
years  hence  would  be  $3.  So  you 
credit  the  stock  with  earnings  of  $3 
^instead  of  with  $2. 

That's  how  the  original  growth 
stock  valuations  were  justified.  But 
as  Neff  points  out,  current  prices  bear 
no  relation  even  to  that  abstraction. 

Neff  continues:  "Look  at  it  another 
way:  Earnings  for  most  of  these 
growth  stocks  are  only  growing  at 
about  10%  a  year  now  and  they  pay 
a  1%  dividend;  total  yield  is  11%.  But 
you  can  buy  moderately  growing  com- 
panies with  growth  rates  of  about  6% 
and  yields  of  4%  and  5%.  So,  why  pay 
a  terrific  premium  for  the  one  over 
the  other?" 

The  whole  thing  has  become  a  mys- 
tique, he  says,  rather  than  a  mathe- 
matical exercise.  "Eastman  Kodak  is 
capitalized  in  the  market  at  three 
times  the  total  value  of  Ford  [Neff 
owns  huge  chunks  of  Ford  and  Gen- 
eral Motors],  but  how  can  you  say 
Kodak  is  worth  three  times  as  much? 
Both  are  worldwide  operations,  and 
both  are  headed  toward  record  earn- 
ings. Or  Utah  International  has  a 
higher  market  value  than  Kennecott, 
which  is  ten  times  bigger.  I'll  grant 
you  there's  a  difference  in  manage- 
ments, but  in  the  end  it  all  gets  back 
to  what's  in  the  ground.  However,  I 
would  concede  IBM  is  probably  worth 
more  than  the  entire  steel  industry." 

Neff  asks:  "What's  a  growth  stock?" 
He  wonders  if  mobile  homes  will  be  a 
real  growth  area  five  years  from  now. 
He  bought  banks  and  utilities  when 
no  one  wanted  them.  Today  he's  sell- 
ing many  of  them  now  that  their  P/  Es 
are  quite  a  bit  higher.  "I  bought  J. P. 
Morgan  Co.  at  a  P/E  of  about  10 
when  nobody  wanted  it.  I  just  sold  it 
at  a  P/E  of  16.  That  doesn't  look 
high,  but  it's  a  hell  of  a  lot  more 
risky  than  when  I  bought  it." 

Neff  keeps  harping  on  risk.  "When 
a  disappointing  earnings  report  re- 
veals the  folly  in  an  overvalued  secu- 
rity, then  its  owners  expect  someone 
to  take  it  off  their  hands  at  a  10%  dis- 
(Continued  on  page  32) 


ties  this  way  of  investing,  and  many 
professionals  will  mention  John  Neff. 
Neff,  41 ,  an  MBA  from  Western  Re- 
serve University,  runs  Wellington 
Management's  Windsor  and  Gemini 
funds.  He  did  well  initially,  then 
lagged.  However,  Neff  feels  the  mar- 
ket   is    out   of   step,    not    John    Neff. 
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Are  the  Growth  Stocks  Finished? 


Will  Value  Come  Back  in  Style? 


Growth  Is  Still 
the  Name  of  the  Game- 
Robert  G.  Wade  Jr. 


"While  I  admire  John  Neff  as  an 
analyst,  he's  dead  wrong  about 
growth  stocks,"  says  Robert  G.  Wade 
Jr.,  45-year-old  director  of  research 
for  Burnham  &  Co.  "There  are  four 
major  ways  to  invest  in  equities:  un- 
dervalued securities,  cyclicals,  mod- 
erate growers  and  true  growth  stocks. 
Over  the  long  run,  I  think  buying 
growth  stocks  is  going  to  be  the  easi- 
est and  best  way  to  perform,  and  so 
does  the  majority  of  professional  mon- 
ey managers." 

Wade  doesn't  dispute  that  there  is 
a  huge  price/ earnings  multiple  gap 
between  growth  stocks  and  every- 
thing else.  Still,  he  believes  that  a 
good  portfolio  should  have  a  60%  core 
holding  of  perhaps  20  quality  growth 
stocks— proven  companies  where  earn- 
ings growth  is  highly  predictable  at  a 
rate  in  excess  of  10%.  The  other  40% 
of  the  portfolio  would  be  for  attrac- 
tive investments,  some  of  which  might 
also  be  growth  stocks. 

Wade  also  concedes  that  growth 
stock  multiples  as  a  group  are  ahead 
of  themselves.  Doesn't  this  mean  di- 
saster ahead?  "No.  Individual  growth 
stocks  will  take  a  licking  because  of  a 
surprise  or  because  of  not  meeting 
expectations.  But  our  studies  show 
that  as  a  group,  growth  stocks  come 
down  less  in  a  bear  market  and  go 
up  more  in  a  bull  market.  So  in  the 
long  run,  you  are  further  ahead  with 
growth  stocks." 

With  a  diversified  growth  portfolio, 
"If  you  can  avoid  the  real  disasters 
that  kill  performance,  you'll  have 
happy  surprises,  too."  And  the  real 
disasters  come  mostly  from  those  who 
are  hurrying  to  catch  up  and  thus 
downgrade  the  quality  of  their  port- 
folios. Obviously,  the  trick  is  to  own 
stock  in  companies  where  the  earn- 
ings are  really  growing. 


Cheap  Is  Risky;  Expensive  Is  Safe. 

That's  what  the  growth  stock  investors 
feel,  and  they  dominate  The  Street 
today.  An  articulate  advocate  of 
growth  stock  investing  is  Robert  G. 
Wade  Jr.,  director  of  research  for 
Burnham  &  Co.  A  native  of  Maine 
and    a    graduate    of    Bates    College, 


"You  can  get  some  real  surprises 
in  low  P/E  stocks,  too,"  says  Wade. 
"More  money  is  lost  buying  stocks 
that  can't  go  down  any  more  than 
any  other  way.  Simply  because  a  stock 
is  down  50%,  that  does  not  make  it 
attractive  per  se.  If  someone  tells  you 
to  buy  a  stock  that's  down  and  can't 
go  down  anymore,  run— do  not  walk- 
run  away." 

No  one,  including  Neff,  questions 
the  superior  past  growth  record  of 
companies  like  Xerox,  Avon  and  Ko- 
dak. But  what  about  the  prices  they 
command?  Burnham  is  recommending 
Disney  at  a  price/ earnings  ratio  of 
63  times  1972  earnings,  46  times  1973 
estimates.  Isn't  this  silly? 

"Of  course  it's  not  silly!"  snaps 
Bob  Wade. 

Why  not? 

"Because  a  lot  of  nonsilly  people 
are  willing  to  pay  it.  And  Disney 
typifies  what  a  growth  stock  should 
be.  It  has  a  unique  image  and  fran- 
chise. It  makes  people  happy.  It  gets 
along  well  with  the  Government.  It 
has  a  noneommodity  product  line, 
which  means  controls  cannot  he  ap- 
plied to  it  as  easily  as  paper  or  steel." 

What  about  Polaroid  at  88  times 
1972  earnings?  "Polaroid  confuses  the 
issue.  If  Avon  had  the  type  of  earn- 
ings that  Polaroid  had,  Avon  would 
not  he  selling  at  60  times  earnings— it 
would  be  a  disaster.  But  Polaroid  is  a 
near  religion.  You  have  never  been 
wrong  betting  on  Dr.  Land,  though 
there  is  a  chance  you  may  be  this 
time.  Even  here  I  wouldn't  sell  out. 
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I'd  just  own  less."  In  fact,  that  is 
Wade's  general  rule  for  overpriced 
growth  stocks.  Own  less,  but  hold 
some  and  add  back  in  weakness. 

A  bit  defensively,  Wade  goes  on, 
"I  think  60  times  next  year's  earnings 
on  a  major  company  is  unrealistic. 
But  not  a  disaster.  The  likelihood  is 
that  such  a  security  will  sell  at  lower 
prices  near-term,  but  the  natural 
growth  of  the  Xeroxes  and  IBMs  have 
bailed  out  those  who  bought  them  at 
high  multiples  in  the  past.  The  worst 
that  happens  so  long  as  the  company 
remains  healthy  and  growing,  is  that 
the  portfolio  manager  has  a  great 
deal  of  time  to  ponder  just  how  long 
it  can  take  earnings  to  catch  up  with 
a  runaway  multiple." 

Claiming  that  investment  expecta- 
tions and  fashions  have  changed, 
Wade  asserts  that  those  who  expect 
to  see  a  growth  stock  crash  have  not 
looked  at  what  has  happened  recent- 
ly to  institutional  money  managers. 
He  says  growth  stocks  are  now  more 
in  vogue  than  ever,  because  port- 
folio expectations  have  come  down. 
"Now  managers  laugh  at  the  idea  of 
producing  15%  annually,  and  most 
shoot  for  7.5%  to  9%,"  says  Wade. 
"Four  years  ago  some  thought  they 
could  do  25%.  But  with  the  lower 
expectations,  quality  growth  stocks 
can  go  a  long  way  toward  accounting 
for  most  of  the  required  growth.  This 
institutional  demand  means  growth 
stocks  are  going  to  keep  a  significant 
premium  over  other  kinds.  In  effect, 
this  puts  a  floor  on  how  far  the  stock 
of  a  healthy  company  can  fall." 

As  an  example  of  a  stronger  con- 
stant demand  existing  for  quality 
growth  stocks,  Wade  points  to  the 
way  some  institutions  were  buying. 
"They  call  them  one-decision  stocks. 
That  means  you  do  all  your  home- 
work, and  if  you  d.'cide  the  company 
is  a  growth  stock,  you  buy  it  and 
hold  it.  When  it  drops,  you  buy  more, 
but  you  never  sell  any.  These  man- 
agers say  they  don't  care  what  the 
price/ earnings  ratio  is. 

(Continued  on  page  32) 


Wade  worked  his  way  to  New  York 
by  way  of  investment  management 
jobs  in  Phoenix  and  Kansas  City.  He 
admits  that  growth  stocks  can  get  too 
expensive,  but  feels  that  con- 
tinued earnings  gains  will  bail  out 
those  who  overpaid.  So  he  believes 
growth    stocks    are    the    safest    bets. 
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Neff 


count.  But  the  truth  has  made  it 
worth  30%  or  40%  less.  Well,  God,  I 
don't  think  it's  fair  for  these  people 
to  pomt  their  fingers  at  specialists  or 
the  system  because  they  couldn't  sell 
their  folly  when  it  was  exposed." 

Neff's  own  philosophy  is  to  buy 
"tired  merchandise"  with  little  down- 
side risk  and  some  overlooked  upside 
potential.  "My  philosophy  is  to  start 
selling  early  and  let  the  herd  take  it 
away.  [He  seemed  way  too  early  with 
his  1971  sales  of  growth  stocks.]  Usu- 
ally when  I  want  to  get  out  of  one  of 
my  low-multiple  securities,  no  one  else 
notices.  These  tired  stocks  disap- 
pointed me,  but  no  one  else  expected 
much  from  them  anyway." 

So  what  is  John  Neff  buying  now? 
Hang  on  to  your  seat.  He's  buying 
conglomerates.  He  owns  ten  of  them 
in  pretty  good  quantity.  "The  good 
conglomerates,  Gulf  &  Western,  Kid- 
de,  Fuqua,  have  stood  the  test  of  ad- 
versity and  have  come  through  with 
good  records.  They've  got  leverage, 
and  they'll  really  come  through  as 
corporate  earnings  continue  to  rise." 
His  special  favorite  is  U.S.  Industries. 
But  even  here:  "I  probably  won't  wait 
until  USI  gets  a  P/E  of  16  to  sell 


[current:  9],  because  I  own  1  million 
shares."  Interestingly,  Neff  won't 
touch  ITT,  which  many  analysts  tend 
to  think  of  as  the  quality  conglomer- 
ate. First,  he  won't  touch  conglomer- 
ates in  insurance  because  he  feels  the 
industry  environment  for  1973  is  not 
positive.  Second,  he  thinks  ITT  is 
"just  too  high  priced." 

Including  conglomerates,  about  45% 
of  Neff's  portfolio  is  concentrated  in 
cyclicals,  but  he  avoids  many.  No 
steel,  paper  or  aluminum,  but  a  lot  of 
autos,  and  coppers  like  Kennecott  and 
Phelps  Dodge. 

Will  the  new,  post- 1000  market 
rescue  John  Neff?  Will  it  take  his 
cheap  stocks  and  make  them  less 
cheap— so  he  can  sell  them?  He  con- 
cedes it  can't  happen  on  any  scale 
until  the  big  institutions  change  some 
of  their  attitudes. 

"Pension  fund  people  have  a  tax- 
free  situation  and  yet  they  continue 
to  ignore  dividend  yield.  To  them  it's 
a  throwaway  and  they  just  ignore  it. 
That's  the  most  frustrating  thing  to 
me.  This  is  appalling.  Do  you  realize 
that  between  1966  and  1971  the  com- 
bined earnings  and  dividends  of  the 
glamour  stocks  was  less  than  the  mod- 
erate growers,  8.6%  annually  to  10.4%? 
Yet  my  moderate  growth  stocks  get 
P/Es   of  maybe   12  vs.   over  40   for 


some  of  the  glamour  companies.  Does 
this  make  sense?" 

Then  he  brightened  a  bit.  "Lately 
it's  becoming  more  our  kind  of  mar- 
ket. In  late  July  we  ranked  468  on 
Lipper's  list  of  550  funds.  Now  we're 
194th.  If  many  more  growth  stocks 
collapse,  we'll  be  back  in  the  top  100. 

"There  is  a  danger  if  growth  stocks 
go  down  people  will  pull  back  from 
all  stocks.  That  has  happened  in  the 
past.  But  the  only  thing  that  can  real- 
ly affect  our  fund  is  if  the  market 
continues  to  feature  almost  exclusive- 
ly the  high-multiple  growth  area. 

"Over  the  long  run  I  believe  we  will 
outperform  all  of  the  big  growth 
funds.  When  we  do  make  gains,  we're 
careful  to  give  very  few  back.  Those 
funds  have  such  a  limited  philosophy, 
they  just  have  to  wait  out  the  storm. 
It's  important  to  hold  on  to  your  be- 
liefs and  not  get  whipsawed. 

"Dammit,  we  have  to  make  out! 
We're  way  overdue  for  a  good  vear," 
Neff  added. 

A  bit  defensively,  we  thought.  As 
we  left,  an  item  was  coming  over 
the  ticker  tape.  Trading  had  been 
stopped  on  Polaroid,  P/E  88,  because 
Merrill  Lynch  had  just  put  it  on  its 
sell  list.  Here  was  just  what  Neff  meant 
about  companies  with  high  P/Es  hav- 
ing lots  of  downside  risk.  ■ 


Wade 


"I'll  confess  some  of  this  is  self- 
fulfilling,"  says  Wade.  "And  it's  also 
bad  news  for  other  kinds  of  stocks. 
There  is  a  herd  instinct  in  money 
management.  The  prudent-man  rule 
oversimplified  is:  You  look  about  and 
see  what  other  prudent  men  are  buy- 
ing with  other  people's  money.  This 
gives  rise  to  losing  money  prudently 
in  IBM  or  Kodak.  You  can  lose  money 
there,  and  there  is  no  stigma  attached. 
But  you  can't  lose  money  prudently  in 
U.S.  Steel  or  in  other  major  cyclicals. 

"Anyhow,  modern  money  men  are 
not  comfortable  with  cyclicals.  Insti- 
tutions want  sure  earnings.  That  is 
what  produces  these  huge  P/E  gaps. 
And  money  management  has  settled 
into  fewer  hands  with  bigger  piles  of 
money.  These  giants  have  come  to 
an  awareness  that  to  play  cyclicals, 
you  have  to  be  fleet  of  foot.  They 
also  know  that  the  larger  your  pool 
of  money,  the  less  your  ability  to 
play  that  game.  So  that  means  a  sig- 
nificant number  of  buyers  have  been 
taken  away  from  the  cyclical  stocks." 

So  Wade  looks  at  the  money  game 
in  an  exactly  opposite  way  than  does 
John  Neff.  Neff  thinks  that  growth 
stocks,    at   current    prices,    are    risky, 


risky.  Wade  thinks  they  are  safe,  safe. 

Wade  likes  more  than  just  growth. 
He  would  avoid  strictly  commodity 
stocks,  but  would  buy  food  and  utili- 
ties where  the  multiples  should  in- 
crease with  the  earnings.  Like  Neff, 
he  thinks  AT&T  is  a  good  value. 

He  frowns  on  conglomerates.  He 
likes  some  companies,  but  points  out 
that  they  are  so  diverse  you  are  de- 
pendent on  what  management  tells 
you,  not  on  your  own  research.  So 
he's  not  sure  how  big  an  institutional 
interest  will  develop  in  them. 

"Bemember,  Boise  Cascade  and  Lit- 
ton were  growth  stocks  until  their 
earnings  came  apart.  There  is  con- 
stant reappraisal  of  just  what  is  a 
growth  stock  and  what  will  be  one 
five  years  from  now." 

Isn't  there  some  mathematical  way 
to  put  a  proper  P/E  multiple  on  a 
growth  stock? 

"No,"  says  Wade.  "I  don't  think  you 
can  do  it  with  statistics.  P/Es  rep- 
resent expectations,  and  those  who 
look  at  them  too  analytically  will  nev- 
er own  most  growth  stocks. 

"This  is  important.  Most  nongrowth 
stock  buyers  never  get  to  buy  good 
growth  stocks  because  they  wait  to 
buy  them  on  dips  as  they  are  going 
down.  People  who  don't  own  growth 
stocks  are  happy  when  they  fall:  'Ha, 


ha!  See,  I  told  you,'  they  crow.  It 
drops  from  125  to  100.  So  they  think 
they  will  buy  at  about  85.  But  at  95, 
it  starts  back  up  to  125.  Then  they 
put  a  buy  order  in  at  110  and  miss  it. 

"Moreover,  when  a  specific  growth 
stock  falls,  it's  due  to  a  specific  cor- 
porate problem  being  emphasized. 
Unless  you  do  homework,  you  won't 
be  prepared  to  react  and  buy  before 
the  price  goes  back  up. 

"Take  the  next  growth  stock  drop. 
You  will  read  any  number  of  pieces 
written  by  wise  people  who  will  say 
this  is  the  end  of  growth  stock  era, 
the  fantasy  is  over,  so  let's  get  on  to 
buying  more  solid  securities.  That 
will  be  the  Inst  time  to  buy  growth 
stocks,  but  it  will  take  the  most  cour- 
age. It's  like  IBM— a  good  value  now. 
At  a  P/E  of  55,  the  rush  is  on  to  buy 
IBM.  At  a  P/E  of  30,  you  hear  words 
of  caution  eveiywhere.  This  is  true 
for  the  whole  growth  group." 

Funny  thing.  In  the  end.  Wade  and 
Neff  are  saying  the  same  thing.  Wade 
is  saying  that  (lie  way  the  game  is 
played  now,  growth  storks  are  the 
thing.  Neff  agrees,  but  dunks  the 
game  will  change.  That's  where  these 
two  smart  men  really  differ:  .is  to 
whether  the  institntion.il  buyers  will 
get  tired  ol  growth  and  st.nl  looking 
for  value.   ■ 
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How  Does 

the 

Stock  Market 

might  Them? 


The  780  companies  reported  on  in  this  issue  have  a  com- 
bined stock  market  value  of  $755  billion. 

This  Yardstick  shows  a  kind  of  subjective  measurement 
of  American  industry.  Not  sales,  not  assets,  not  profits,  but 
the  value  that  investors  put  on  each  industry. 

By  this  Yardstick,  the  manufacture  and  distribution  of 
small,  disposable  consumer  goods  is  our  biggest  industry. 
Taken  together,  personal  goods,  health  care  and  food  and 
drinks  have  a  market  value  of  some  $125  billion. 

What's  the  next  biggest  industry?  Not  surprisingly,  en- 


ergy, at  just  short  of  $82  billion.  In  third  and  fourth  places 
respectively,  but  very  close,  are  electric  utilities  and  in- 
formation processing,  each  around  $69  billion. 

In  today's  consumer-oriented  economy,  heavy  industry 
ranks  relatively  low  in  market  value.  The  whole  metals 
industry— steel,  copper,  aluminum— you  name  it— came  in 
at  under  $20  billion.  Chemicals  was  only  slightly  better  at 
$27  billion.  Transportation  was  just  over  $17  billion.  And 
industrial  equipment,  the  very  sinews  of  our  economy,  was 
$10  billion.  Taken  all  together,  heavy  industry,  with  its 
massive  plant  and  sophisticated  technology,  was  valued  by 
the  stock  market  at  $50  billion  less  than  the  companies 
that  package  drinks,  soap  and  cosmetics.  Procter  &  Gam- 
ble, the  biggest  packager  of  disposable  consumer  goods, 
had  a  market  value  eight  times  that  of  Ingersoll-Rand,  the 
biggest  maker  of  capital  goods  equipment. 

Nowhere  among  the  Fohbes  Yardsticks  are  contrasts 
more  glaring.  Ford  earned  around  $800  million  last  year; 
its  market  value  was  just  $7.6  billion.  Coca-Cola  earned 
about  $190  million;  its  market  value  was  $8.5  billion. 

It's  not  that  the  Coca-Cola  Co.  is  necessarily  worth  that 
much  more  than  Ford  Motor  Co.  It's  just  that  at  this  point 
in  time  more  people  want  to  own  Coke  than  want  to  own 
Ford.  That's  the  kind  of  barometer  the  stock  market  is.  ■ 


Industry  (No.  of  cos.) 
High  &  Low  Companies       i 

Market 

Value 

millions) 

$81,732 

19,564 
127 

Average 

Price/ 

Earnings 

Ratio 

18 

13 
20 

Industry  (No.  of  cos.) 
High  &  Low  Companies 

Market 

Value 

(millions) 

Average 

Price/ 

Earnings 

Ratio 

Market 
Industry  (No.  of  cos.)                Value 
High  &  Low  Companies        (millions) 

Industrial  Equipment  (40)       10,048 

Ingersoll-Rand                     1,015 
H.  K.  Porter                              32 

Average 

Price/ 

Earnings 

Ratio 

Energy  (28) 
Exxon 
Commonwealth  Oil 

Personal  (16) 

Procter  &  Gamble 
General  Cigar 

31,194 

8,861 
43 

22 

31 

14 

16 

17 

Utilities:  Electric  &  Tel  (47) 

American  Tel  &  Tel 
NY  State  Electric  &  Gas 

69,141 

28,015 
278 

13 

13- 
12 

Chemicals  (23) 
E.  1.  du  Pont 
Chemetron 

27,116 

8,333 
83 

16 

21 
16 

Construction  &  Drilling  (20) 

Schlumberger 
Turner  Construction 

9,212 

3,102 
25 

19 

46 
9 

Information  Processing  (10) 

IBM 
Pitney-Bowes 

68,876 

45,300 
237 

27 
36 

20 

Finance:  Banks  (27) 

First  National  City 
Franklin  NY 

24,729 

3,880 
165 

13 

15 
16 

Household  (12) 

RCA 

Talley  Industries 

7,506 

2,856 
49 

21 

20 
10 

Automotive  (34) 

General  Motors 
Sheller-Globe 

51,779 

23,333 
80 

16 

11 
22 

Conglomerates  (40) 
Int'l  Tel  &  Tel 
Omega-Alpha 

18,978 

4,891 
20 

14 
19 

def 

Metals:  Steel  (17) 
US  Steel 
NVF 

7,434 

1,821 
24 

16 

12 
4 

Health  Care  (21) 

Johnson  &  Johnson 
Miles  Laboratories 

51,147 

6,937 
306 

33 

59 
42 

Building  Materials  (30) 

Weyerhaeuser 
Penn-Dixie  Cement 

16,796 

3,449 
32 

17 

24 
14 

Consumer  Goods:  Apparel  (31)  6,985 

Burlington  Industries              946 
SC0A  Industries                       34 

17 
19 

24 

Leisure  s&  Education  (31) 
Eastman  Kodak 
Columbia  Pictures 

43,505 

22,374 
67 

22 

45 
def 

Multi-Industry  (9) 

Minn  Mining  &  Mfg. 
Allis-Chalmers 

12,656 

9,580 
142 

17 

40 
22 

Transportation:  Airlines  (12) 
Delta 
Western 

6,584 

1,227 
223 

20 

27 
20 

Food-Drink  (47) 

Coca-Cola 

F.  &  M.  Schaefer 

42,852 

8,500 
19 

18 

46 
11 

Utilities:  Natural  Gas  (20) 

Tenneco 
National  Fuel  Gas 

12,585 

1,893 
142 

12 

12 
9 

Supermarkets  (39) 

Safeway  Stores 
Bazar 

5,895 

1,055 

3 

11 

12 
def 

Distribution:  Retailers  (42) 

Sears,  Roebuck 
Parkview-Gem 

41,429 

17,586 
5 

20 

30 
def 

Metals:  Nonferrous  (22) 

International  Nickel 
Diversified  Industries 

11,900 

2,385 
21 

13 

26 
def 

Aerospace  &  Defense  (14) 

McDonnell-Douglas 
Fairchild  Industries 

4,923 

1,119 
44 

IS 

11 
7 

Finance:  Insurance  (41) 

American  Express 
GAC 

34,256 

2,964 
47 

15 

39 
def 

Transportation:  Surface  (24)  10,519 

Union  Pacific  Corp               1,506 
Amer  Export  Industries             13 

14 
43 
def 

Distribution:  Wholesalers  (36)  4,008 
ARA  Services                          804 
Spencer  Foods                           7 

13 

33 
def 

Electronics  (23) 

General  Electric 
Collins  Radio 

31,208 

2,054 
56 

26 
34 
def 

Packaging  (24) 
Int'l  Paper 
Brown  Co 

10,067 

1,837 
39 

14 
25 
15 

NOTE:    To  avoid   market  value  duplication   FORBES  re- 
moved   companies    that    had    dual    industry    listings.     In 
the   above    table    thev   are    in   only  one   industry. 
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A  Sea  of  Red  Ink 

There  are  honest  write-offs  and  not-so-honest 
ones.  In  either  case,  however,  the  money  is  gone. 


Breathes  there  an  investor  with  soul 
;o  dead  that  never  to  himself  has 
said:  I  don't  believe  a  word  in  this 
annua]  report? 

Certainly  investor  credibility  has 
taken  a  terrible  beating.  The  1970 
>tock  market  collapse  was  bad  enough. 
On  its  heels  came  the  rash  of  write- 
offs that  continued  throughout  last 
year.  Investors  not  only  felt  cheated 
by  the  stock  market,  they  also  felt 
lied  to  by  corporate  managements. 

Those  reported  earnings  on  whose 
strength  the  investors  had  bought  and 
held  the  stock— they  hadn't  really  ex- 
isted. Or  in  reality  they  had  been 
much  smaller  than  management  said. 

For  management,  write-offs  serve  a 
useful  function.  They  are  a  way  of 
clearing  the  books  of  the  mistakes  of 
the  past  and  preparing  the  way  for 
a  better  future.  For  investors,  how- 
ever, they  raise  some  real  questions. 

So  big  have  write-offs  been— $3.4 
billion  in  the  last  seven  years,  with 
most  of  it  in  the  last  two— that  the 
editors  of  Forbes  decided  we  must 
somehow  reflect  them  in  our  five-year 
Yardsticks  of  Growth  and  Profitability. 


We  have,  in  effect,  deducted  the  full 
amount  of  the  major  write-offs  from 
earnings  for  the  last  seven  years.  The 
result,  in  many  cases,  is  a  dramatic 
drop  in  profitability  and  in  earnings 
growth.  Without  the  write-offs  Cela- 
nese  Corp.,  for  example,  showed  a 
five-year  return  of  7.3%  on  stockhold- 
ers' equity.  After  deducting  the  write- 
offs, Celanese  had  a  deficit  return. 

So  drastic  were  some  write-offs  that 
31  companies  on  our  list  ended  the 
year  with  a  negative  return  on  equity. 
Among  them:  Allis-Chalmers,  Boise 
Cascade,  Anaconda,  American-Stan- 
dard and  L-T-V. 

Our  reasoning  was  very  simple.  The 
write-offs  occurred  either  because 
costs  had  been  understated  or  income 
overstated  in  the  past.  Therefore,  the 
earnings  as  reported  were  not  real. 

In  so  adjusting  the  write-off  long- 
term  figures,  we  make  no  judgment 
as  to  the  future.  In  some  cases,  the 
write-off  may  indeed  usher  in  better 
days.  RCA,  for  example,  rid  of  its  com- 
puter incubus,  should  report  even 
better  earnings  in  the  future  than  it 
did  in  the  past.  But  in  other  cases, 


write-offs  may  serve  merely  to  cover 
mistakes  made  in  the  ordinary  line 
of  business.  The  classic  case  was  in 
1960  when  Lockheed  wrote  off  its  in- 
vestment in  the  Electra  turboprop. 

The  Electra  case  was  not  simply 
writing  off  a  bad  investment  as  in 
RCA's  computers  or  in  Burlington 
Northern's  write-off  of  its  railroad 
passenger  business.  Lockheed  was  us- 
ing the  Electra  as  a  means  of  sweeping 
costs  under  the  rug— and  not  just 
Electra  costs— that  could  never  be  re- 
covered, reported  earnings  that  in  fact 
had  never  been  earned. 

The  latter  can  lead  to  some  very 
misleading  corporate  reporting.  It  can 
be  a  handy  way  of  "managing"  earn- 
ings, of  under-reporting  depreciation, 
say,  or  of  capitalizing  as  investment 
what  are  really  costs— and  then  say- 
ing, "Oops,  sorry  about  that." 

Unfortunately,  our  method  of  treat- 
ing the  write-offs  does  not  discrimi- 
nate between  the  two  kinds  of  write- 
offs. Nevertheless,  it  gets  closer  to  the 
truth  of  profitability  than  if  we  were 
simply  to  say  of  the  write-offs:  Let 
bygones  be  bygones.  ■ 
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5- Year 
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Earnings 

Per  Share 

Stockhoiaers 

Return 

on 

Millions 

Per  Share 

Before  Write-offs 

Equity  Per  Share 

Total 

Company 

1972 

1967-71 

1972 

1967-71 

1972 

1967-71 

fiscal  1966 

fiscal  1971 

Equity 

Capital 

Airco 

$  22.5 

$  2.03 

$  8.96 

$  20.82 

$  22.53 

6.9% 

4.70/o 

Alcoa 

18.8 

0.88 

22.66 

42.75 

55.48 

8.1 

5.5 

Allied  Chemical 

23.0 

0.82 

9.84 

25.20 

26.85 

6.9 

4.9 

American  Can 

$106.0 

15.6 

$5.97 

0.89 

$  2.45 

18.12 

35.50 

41.21 

5.7 

4.4 

American  Export  Inds 

3.3 

63.8 

0.68 

13.49 

d0.66 

d7.86 

28.95 

2.14 

def 

def 

American  Standard 

107.0 

8.14 

5.47 

NA 

18.21 

def 

def 

AMF 

32.2 

1.78 

9.19 

10.24 

12.63 

17.0 

9.9 

Anaconda 

351.9 

16.08 

15.62 

47.20 

37.50 

def 

def 

Ashland  Oil 

32.8 

1.52 

10.71 

13.47 

17.25 

11.9 

8.6 

Bangor  Punta 

5.4 

14.6 

1.31 

4.27 

1.04 

6.01 

NA 

148.73 

def 

1.1 

Boise  Cascade 

200.0 

48.0 

6.42 

1.51 

0.47 

6.37 

NA 

25.38 

deftt 

deftt 

Borden 

18.3 

0.64 

9.17 

20.93 

22.98 

8.2 

6.3 

Brown  Company 

20.4 

7.55 

dl.40 

22.84 

16.52 

def 

0.9 

Burlington  Northern 

72.2 

5.87 

17.03 

NA 

117.36 

1.5 

1.9 

Celanese 

10.7 

217.0 

0.77 

16.09 

2.37 

21.07 

39.22 

38.17 

def 

1.6 

Chicago  Milwaukee 

24.2 

11.10 

d3.81 

146.78 

132.78 

def 

def 

Combustion  Engineering 

16.0 

1.51 

2.39 

14.48 

17.28 

26.22 

12.0 

9.3 

Continental  Oil 

30.7 

0.62 

14.25 

23.11 

30.15 

9.6 

7.6 

Crown  Zellerbach 

9.0 

0.38 

1.32 

10.03 

20.82 

23.88 

8.0 

5.9 

Dow  Chemical 

28.9 

0.64 

15.51 

19.08 

26.38 

14.2 

9.3 

Fairchild  Industries 

23.8 

5.23 

6.23 

10.60 

11.86 

4.5 

3.0 

FMC 

20.0 

10.5 

0.64 

0.34 

1.60 

9.42 

13.93 

18.70 

9.8 

7.5 

GAC 

30.5 

4.29 

6.07 

12.54 

21.68 

def 

0.6 

General  Foods 

46.8 

0.94 

10.98 

11.81 

13.95 

13.3 

11.4 

General  Host 

13.4 

5.25 

d2.09 

NA 

15.40 

NA 

NA 

General  Mills 

20.3 

0.93 

9.44 

10.28 

13.86 

14.5 

9.6 

Genesco 

16.1 

1.33 

12.61 

19.27 

20.51 

8.2 

6.8 

B  F  Goodrich 

28.1 

1.94 

11.05 

38.67 

40.15 

4.0 

4.5 

W  R  Grace 

51.9 

2.31 

10.77 

28.18 

27.68 

5.6 

4.9 

Gulf  Oil 

250.0 

1.20 

1.71 

14.05 

19.73 

26.59 

10.6 

8.7 

IC  Industries 

24.9 

2.56 

12.66 

NA 

47.11 

3.5 

3.5 

Int  Minerals  &  Chem 

30.2 

2.81 

3.72 

17.71 

16.32 

2.1 

3.0 

International  Paper 

54.4 

1.22 

10.29 

23.34 

24.17 

7.1 

6.2 

Int  Tel  &  Tel 

70.0 

0.60 

14.37 

17.89 

26.92 

12.1 

9.8 

Kaiser  Industries 

17.8 

0.68 

4.84 

10.25 

18.97 

3.9 

3.7 

Kennecott  Copper 

26.2 

34.2 

0.79 

1.03 

1.87 

18.87 

28.12 

36.03 

10.5 

9.1 

Kimberly-Clark 

42.5" 

1.81 

9.41 

21.15 

22.66 

4.9 

4.5 

Kraftco 

12.3 

0.44 

2.59 

14.19 

20.02 

26.34 

12.3 

10.9 

Leasco 

40.3 

4.00 

7.04 

NA 

11.41 

6.3 

7.3 

Lone  Star  Industries 

19.0 

2.25 

8.74 

19.08 

19.26 

9.5 

7.0 

LTV 

99.4 

20.64 

d3.47 

32.91 

20.84 

def 

3.1 

Marathon  Oil 

20.5 

0.68 

14.11 

19.16 

25.37 

11.3 

9.3 

Merrill  Lynch 

6.3 

6.2 

0.20 

0.20 

1.61 

7.79 

4.37 

12.12 

19.2 

18.7 

Mobil  Oil 

22.0 

0.22 

22.63 

36.12 

48.21 

11.2 

9.5 

National  Industries 

20.6 

2.66 

2.82 

NA 

9.44 

0.2 

3.2 

NL  Industries 

19.5 

0.81 

9.70 

16.13 

17.05 

9.8 

8.4 

Norfolk  &  Western 

44.2 

16.3 

4.16 

1.52 

5.58 

38.19 

114.36 

121.88 

5.2 

3.9 

Occidental  Petroleum 

10.0 

19.0 

0.18 

0.35 

d0.07 

7.50 

5.52 

11.69 

8.2 

7.0 

Olin 

26.0 

1.10 

8.99 

21.37 

25.19 

5.4 

4.3 

RCA 

250.0 

3.36 

9.42 

9.81 

11.38 

9.0 

6.1 

Santa  Fe  Industries 

42.5 

1.72 

11.78 

57.28 

51.56 

3.7 

3.1 

SCM 

28.7 

3.17 

9.93 

25.12 

24.56 

3.6 

3.7 

Shell  Oil 

10.0 

0.15 

2.82 

20.85 

31.40 

41.93 

10.6 

8.4 

Swift 

57.0 

4.66 

9.85 

32.25 

30.68 

4.5 

3.6 

Union  Pacific 

65.1 

2.90 

18.25 

66.83 

60.75 

3.9 

3.6 

United  Brands 

28.7 

2.65 

5.49 

NA 

34.98 

4.7 

6.8 

Universal  Oil  Products 

28.5 

2.88 

4.51 

12.20 

12.39 

1.5 

2.0 

Walter  Kidde 

56.4 

5.42 

13.45 

15.02 

24.00 

8.7 

8.0 

White  Consolidated 

40.7 

3.58 

9.15 

6.35 

11.22 

14.3 

6.5 

Whittaker 

17.8 

0.91 

4.89 

NA 

9.22 

11.2 

9.2 

ttFour  years.      NA  Not  avoilobl 

e.      d-Deflcit. 
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IN  JUST 


And  other  amazing  true  stories  about  Crum  &  Forster  and  its  insurance  companies. 


Average  reading  time: 
4  minutes. 

Crum  &  Forster  is  not  exactly  a 
household  phrase.  That's  because 
Crum  &  Forster  is  an  insurance 
holding  company.  And  the  insurance 
we  sell  is  sold  by  the  insurance  com- 
panies that  make  up  our  holdings.  So 
youVe  more  likely  to  be  familiar  with 
their  names  than  with  ours. 

Our  companies  include:  United 
States  Fire.  Industrial  Indemnity. 
The  North  River,  Westchester  Fire, 
International  Insurance,  American 


Eagle  Life,  International  Sur 
plus  Lines,  and  Constitution 
Reinsurance— a  company  that 
specializes  in  reinsuring 
other  insurance  companies. 
And  while  we  may  be 
'Crum  and  Who?"  to  the 
general  public,  we  have 
made  quite  a  name  for 
ourselves  in  insurance  circles 
Our  companies  sell  enough 
insurance  to  make  us  the 


16th  largest  property  and  casual 
ty  insurance  group  in  the  U.  S 
\\ '  h  e  n  we  opened  our  door  on 
rnber  2, 1896.  Frederick 
urn  and  John  A  I 
were  general  insurance 
nts  selling  other  com' 
panies'  insurance  We 
I  ended  up  buying  th 
and  selling 
ance  through  inde- 
pendent agents. 


We  depend 

on  independent  agents. 

You  should,  too. 

We've  gotten  where  we  are,  in 
large  part,  because  of  the  efforts  of 
one  of  the  most  unique  sales 
forces  in  any  business. 

Crum  &  Forster  companies 
sell  their  insurance  through 
independent  insurance  agents 
and  brokers.  And  while  there 
are  over  400,000  independent 
agents  and  brokers  in  the  U.S., 
only  8,000  have  been  appoint' 
ed  to  sell  our  insurance. 

Their  qualifications  alone 
make  them  unique.  But 
what  makes  them  even  more 
unique  as  a  sales  force  is  the 
fact  that  because  they  are  in- 
dependent, they  not  only  represent 
Crum  &  Forster  companies,  they 
also  represent  competitors  as  well. 

And  for  exactly  that  reason  it  is 
our  firm  belief  that  the  independent 
agent  and  broker  can  best  represent 
our  interests  and  yours. 

He  provides  you  with  personal 
service  and  an  expert,  objective 
opinion,  because  he  isn't  forced  to 
rely  on  the  services  of  one  company. 
Rather  he  can  look  at  your  needs 
from  your  point  of  view  and  pick  the 
right  companies  with  the  right  cover- 
ages  and  services. 

He  provides  us  with  the  continu- 
ing motivation  to  offer  a  wide  variety 
of  coverages  and  services.  And  to 
continually  improve  them. 

For  example:  A  New  Orleans 
agent  who  had  the  opportunity  to 
write  the  property  coverage  for  the 
$1 50.6  million  Louisiana  Superdome, 
now  in  construction,  came  to  Crum  & 
Forster.  We  had  the  capacity  to 
provide  the  coverage  and  the  neces- 
sary safety  engineering. 

The  Crum  &  Forster  companies 


As  a  result  of  the  needs  of  an 
independent  agent  in  Iowa,  C&F 
developed  a  Nursing  Home  Program 
package.  Rates  were  high  for  this 
type  of  package.  We  were  able  to 
develop  a  total 
property  and 
casualty  pro- 
gram at  a  better 
price.  And  this 
program  included 
safety  procedure 
recommendations 
to  be  used  in  nurs- 
ing homes  for  the 
well-being  of  the 
residents. 

Our  claims 
to  fame. 

While. others  pioneered  more 
efficient  ways  of  collecting  premiums, 
our  companies  have  pioneered  more 
efficient  ways  of  paying  claims. 

And  we  instruct  our  people  to 
handle  every  claim  as  if  a  member  of 
their  immediate  family  were  involved. 

We  developed  a  telephone  ad/ 
justing  plan  where  we  contact  people 
the  same  day  they  report  claims'to 
determine  the  type  and  extent  of  loss 
or  injury.  This  speeds  up  payments 
by  speeding  the, 
information 
about  the 

loss.  4V 


were  among  the  leaders  in  providing 
commercial  package  insurance  for 
many  industries. 


We  pioneered 
advance  payment  claim  handling. 
Which  means  that  we  pay  the  part  of 
the  claim  that  everyone  has  agreed 
on  even  if  the  total  claim  is  still  being 
worked  out. 

Before  that,  you  waited  for  the 
complete  settlement. 

And  in  the  case  of  a  small  busi- 
ness, the  advance  payment  could 
mean  the  difference  between  stay- 


ing open  or  closing  down  until 
the  total  claim  is  settled. 

Further,  we  have  a  standby  catas- 
trophe task  force  that  operates  in 
addition  to  our  regular  claims  people, 
in  the  event  of  a  major  disaster.  This 
speeds  up  claims  service  when  people 
need  it  most. 

We  believe  we  are  unique  in 
having  such  a  large  group  of  prop- 
erty claims  specialists  operating 
exclusively  in  the  handling  of  catas- 
trophe claims. 

We  not  only  support 

no-fault  auto  insurance, 

we  helped  design  it. 

No-fault  auto  insurance  was  a 
popular  topic  of  discussion  at  Crum 
&?  Forster  back  in  1967,  long  before 
it  became  a  popular  topic  of  conver- 
sation. 

And  that 
discussion  led 
us  to  help  de- 
sign a  basic 
no -fault  pro- 
gram as  part  of 
our  work  with 
the  American 
Insurance 
Association. 

Since  then, 
we've  worked 
to  encourage  ^ 
the  states  to      '^BP»^iE 
adopt  meaningful  no-fault  auto 
.  insurance  laws.  We're  still  working. 

Some  of  our  other  assets. 

Since  1966,  premiums  have  in- 
creased at  a  better-than-industry- 
average  rate  of  1 3.9%  to  $605.8 
million  in  197 1 .  During  the  same 
period,  net  income  rose  from  $  17.7 
million  to  $36  million. 

And  in  the  first  9  months  of  1 972, 
premiums  increased  10.8%  over  the 
first  9  months  of  1 97 1 .  Net  income 
increased  29.6%. 

For  a  copy  of  our  most  recent 
annual  report,  write  to 
B.  P.  Russell,  Chairman  of  the  Board, 
Crum  &  Forster,  1 10  William  Street, 
New  York,  New  York  10038. 

And  now  that  we've  become 
better  acquainted,  let's  keep  in  touch. 

CRUM    FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS 


Forbes  25th  annual  report  on  American  industry 


Who's 

Where 

in 

American 

Industry 


No  one  figure  can  tell  you  all  you  want  to  know  about  a 
company,  but  several  figures  can  give  an  accurate  picture. 
That's  what  makes  Forbes'  25th  Annual  Report  so  useful. 
Packed  with  statistics,  it's  an  issue  to  browse  through, 
study  and  keep  on  hand  for  reference  in  the  year  ahead. 
There  are  780  companies  in  our  Report  this  year— an 


addition  of  61  companies.  Forbes  looks  at  company  per- 
formance tfn  more  than  a  dozen  ways.  We  measure  profit- 
ability by  the  return  on  equity  and  the  return  on  total 
capital  (debt  plus  equity),  and  we  measure  it  for  both 
the  long  and  short  term.  We  measure  a  company's  growth 
in  both  its  sales  and  Its  earnings  per  share  over  the  long 
term.  We  list  each  company's  earnings  per  share  for  the 
latest  12  months  and  the  indicated  1972  dividend,  if  am . 
Finally,  we  list  a  company's  recent  stock  price  and  com- 
pute its  5- Year  Price  Change,  its  5-Year  Price  Range,  its 
Price/ Earnings  Ratio,  its  Debt /Equity  Ratio  and  its  total 
stock  market  value. 

So  that  all  these  statistics  are  comparable,  companies 
are  ranked  among  all  other  companies  as  well  as  within 
their  own  industries.  Relow,  we  list  all  780  companies 
alphabetically.  In  this  table  a  company  is  ranked  by  its 
profitability,  by  its  growth  and,  finally,  by  its  5-Year  Price 
Change.  So  you  can  compare  it  with  its  peers,  the  final 
column  gives  a  page  reference  for  the  industry  survey. 

Remember:  These  are  not  just  masses  of  figures,  but 
carefully  selected,  refined  and  interpreted  statistics.  From 
them  you  can  get  a  fast  and  accurate  answer  to  that  most 
basic  question:  How  well  are  managements  using  the 
monev  their  stockholders  have  entrusted  to  them?  ■ 


Company 

f 

Profitability 

Rank 

Growth 

Stock  Market 

Industry 

Survey 

Page 

Abbott  Laboratories 
ACF  Industries 
Acme  Markets 
Addressograph-Multi 
Admiral 

216 
454 

641 
500 
745 

348 
574 
695 
604 
179 

195 
363 
625 
674 

444 

182 
209 
173 
162 
184 

Aetna  Life  &  Caslty 

542 

50 

129 

142 

H  F  Ahmanson 

$  if. 

23 

** 

141 

Airco 

608 

519 

660 

134 

Air  Prods  &  Chems 

409 

203 

140 

134 

Akzona 

310 

550 

372 

134 

Albertson's 

119 

228 

378 

173 

Alcan  Aluminium 

527 

566 

491 

206 

Alco  Standard 

76 

209 

679 

156 

Alexander  &  Ba'dwin 

625 

564 

551 

176 

Alexander's 

286 

685 

695 

168 

Allegheny  Ludlum  Ind 

672 

696 

697 

207 

Allegheny  Power 

298 

300 

375 

198 

Allied  Chemical 

607 

460 

550 

134 

Allied  Mihs 

551 

637 

198 

166 

Allied  Products 

620 

601 

718 

156 

Allied  Stores 

606 

510 

409 

168 

Allied  Supermarkets 

754 

697 

739 

173 

Allis-Cha'mers 

738 

:!:  % 

708 

154 

Aluminum  Co  America 

563 

610 

576 

206 

Amerada  Hess 

25 

308 

211 

106 

American  Airlines 

713 

707 

523 

177 

American  Bakeries 

750 

715 

693 

185 

Amer  Beef  Packers 

93 

»• 

732 

166 

American  Brands 

195 

257 

240 

182 

Am  Broadcasting  Cos 

426 

111 

170 

187 

American  Can  651  715  616 

Amer  Chain  &  Cable  734  715  652 

American  Cyanamid  303  420  325 

Am  Elec  Power  287  329  503 

American  Export  Inds  765  715  763 


146 
209 
134,  182 
198 
176 


American  Express 

242 

96 

31 

142 

American  General 

445 

401 

704 

142 

Am  Home  Products 

8 

171 

111 

182 

Am  Hosp  tal  Supply 

341 

136 

174 

166,  182 

American  Intl  Group 

101 

38 

142 

Company 


Rank 


Profitability    Growth     Stock  Market 


Industry 

Survey 

Page 


American  Investment  478  624  612  142 

Am  Metal  Climax  288  537  452  206 

American  Motors  743  579  117 

American  Natl  Fin  611  444  488  142 

American  Natural  Gas  443  287  303  199 


American  Petrofina 

126 

367 

145 

106 

Am  Sma 

Iting  &  Ref 

313 

618 

549 

206 

American  Standard 

762 

715 

688 

156,  202 

American  Tel  &  Tel 

515 

446 

406 

129. 198 

AMF 

103 

79 

62 

156, 187 

Amfac 

459 

94 

222 

156 

AMP 

29 

89 

37 

129 

Ampex 

763 

715 

748 

129 

Amstar 

448 

452 

398 

185 

Amsted 

574 

493 

525 

209 

Anaconda 
Anchor  Hocking 
Andersen  C'aylon 
Anheuser-Busch 
ARA  Services 


760 
138 
647 
59 
133 


715 
255 
149 
33 
153 


Arlen  Realty  &  Develop 

Armco  Steel  605 

Armstrong  Cork  511 

Ashland  Oil  345 

Associated  Dry  Goods  342 

Atlantic  Richfield  585 

A-T-0  643 

Avco  525 

Avis 

Avnet  41 


Avon  Products  4 

Babcock  &  Wilcox  644 

Baltimore  Gas  &  Electric  307 

Bangor  Punta  747 

BankAmerica  Corp  224 


603 
414 
432 
386 

551 
528 
632 
69 
447 

106 
588 
312 

IV, 
182 


690 
269 
201 
50 
161 


408 
289 
455 
354 

228 
757 
743 

689 

138 
634 
346 
720 
122 


206 
146 
166 
185 
166 


Areata  Natl  Corp 

649 

625 

733 

Archer-Daniels-Mid 

584 

36 

190 

Arden-Mayfair 

729 

706 

740 

Arkansas  Louisiana  Gas 

261 

572 

589 

Arlan's  Dipt  Stores 

768 

715 

756 

18/ 
166 
173 
199 
168 

168 
207 
202 
106 
168 

106 
156 
142,  156 
176 
129 

168,  182 
209 
198 
156 

141 
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There  are  three  sides 
to  every  question: 

the  pro  side,  the  con  side 

and  the  inside 


If  you're  in  business 
and  you're  reading  about 
something  important  to 
your  business,  you  don't 
want  to  know  what  some- 
body thinks  has  happened. 
You  want  to  know  what 
has  in  fact  happened. 

We  want  you  to  know 
that,  too. 

That's  why  The  Wall 
Street  Journal  goes  to  such 
lengths  to  insure  that  its 
news  columns  are  unbiased.  We're  not  for  or 
against  anything  —  not  in  our  news  columns, 
at  least.  As  far  as  we  are  able,  we  give  you  the 
straight  story... the  unvarnished  who,  what, 
why,  where,  how,  when  and  so  what  of  any- 
thing that  happens  anywhere  in  the  world  that 
may  affect  your  decisions  about  your  business. 
If  you  want  to  know  what  we  think,  read  our 
editorials. 

This  let-the-chips-fall-where-they-may 
attitude  has  helped  The  Journal  to  grow  from 
785,000  circulation  to  over  a  million  and  a 
quarter  in  10  years.  It  has  won  us  five  Pulitzer 


Prizes  for  distinguished 
reporting.  (We  also  have 
two  Pulitzer  Prizes  for 
Journal  editorial  writing 
—  which  proves  that  we're 
not  afraid  to  take  a  stand 
where  a  stand  should  be 
taken.) 

Start  getting  The 
Wall  Street  Journal.  If  you 
fill  out  and  mail  in  the 
attached  card,  we'll  start 
you  on  an  introductory 
subscription  to  The  Journal.  67<£*  a  week  for 
15  weeks  (or  longer,  if  you  wai  t).  If  the  card  is 
missing,  write  to  The  Wall  Street  Journal, 
200  Burnett  Road,  Chicopee,  Mass.  0102 L 
Remember:  Not  the  pro  side  of  business  news. 
Not  the  con  side.  rv^fl 
Just  your  side.  |     r^/3 

Wall  Street 
Journal 

*Pnce  good  in  United  States  and  possessions  and  Canada. 
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How  BorgAWarner  cooled 

all  the  factory  workers 
by  cooling  half  the  factory 

ure,  factory  owners  know  summer  heat  burns  up 
O  workers'  incentive.  Which  in  turn  burns  up  profits.  But  they 
look  at  air  conditioning  as  just  too  expensive. 

The  marketing  engineers  at  Borg-Warner's  York  Division 
look  at  it  differently.  And  what  they  see  is  a  whole  new 
market.  It's  probably  because  they  know  that  what's  good  for  one 
factory  isn't  always  good  for  another. 

For  example,  the  high  ceiling  of  a  sweltering  factory  made 
conventional  cooling  techniques  too  expensive.  But  since 
it  was  necessary  to  cool  only  the  lower  half  of  the  factory, 

where  the  people  were,  the  "heat  rises"  principle  was 

used.  And  now  cool  air  from  York  units  shoots  out  and 

down  to  the  workers  and  hot  air  goes  up  and  out  the  roof 
vents.  And  it's  paying  off.  In  fact,  the  profits  from  higher 
productivity  often  covei^the  investment  in  just  a  few  short  years. 

Our  Transmission  Products  people  are  marketing  engineers, 
too.  For  instance,  when  U.S.  auto  companies 
began  producing  their  own  automatic 
transmissions,  our  engineers  designed  a 
family  of  automatic  transmissions  to  fit 
over  100  different  car  models  made  abroad. 
Now  those  car  makers  who'd  rather  buy  th 
build  such  sophisticated  components  are  happy.  So  is  our 
Transmission  Products  Group.  By  the  mid-70's,  they  hope  to  at 
least  double  present  market  penetration. 

Borg-Warner  believes  that  great  engineers        jORG 
should  be  marketing  engineers.  The  great  engm 
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Two  weeks 

in  the  hospital 

can  cost  you 

two  months 

in  wages. 


Actually,  y^Etna,  America's  largest  private  health 
insurer,  has  been  urging  Healthcare  for  over  four 
years.  We've  worked  with  Washington  and  the 
insurance  industry  to  develop  a  total  plan  that 
puts  our  industry  in  partnership  with  govern- 
ment. So  care  will  be  available  to  all  Americans 
at  a  cost  that  isn't  a  plague  on  the  taxpayers. 


America  needs  action 
on  Healthcare 

If  we  have  our  say,  you  won't  have  to  be  rich  to 
be  sick.  Because  the  country  will  have  a  Health- 
care plan  that  gives  all  Americans  equal  access  to 
medical  care  and  the  insurance  to  pay  for  it. 


To  start  with,  the  whole  system  of  delivering 
health  care  has  to  be  significantly  improved. 
(Even  if  every  last  cost  were  covered,  there  aren't 
enough  facilities  or  professional  people  now  to 
take  care  of  everyone.)  We  need  more  doctors  and 
nurses.  We  need  trained  medical  assistants. 


We  need  incentives  for  medical  people  to  work  in 
places  where  they  don't  work  now.  We  need 
walk-in  neighborhood  health  centers  to  take  a 
needless  burden  off  the  hospitals.  And  that's  just 
the  start. 


LI  FE&  CASUALTY 

-££tna  has  a  lot  to  say  about  Healthcare  because 
we've  thought  a  lot  about  the  way  this  country 
should  be.  And  we're  doing  what  we  can  to  move 
it  in  the  right  direction.  It's  hard  work  and  it  puts 
us  right  in  the  middle  of  public  debates.  But  we 
think  it's  right.  And  in  Healthcare,  a  good  many 
people  are  coming  to  agree  with  us. 

Tfou  get  action 
with^Etna. 
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Company 
Chrysler 

r 

Profitability 
637 

Rank 

Growth 
617 

Stock  Market 
578 

Industry 

Survey 

Page 

117 

Bank  of  New  York 

197 

299 

343 

141 

Bankers  Trust  N  Y 

392 

252 

344 

141 

Chubb 

504 

60 

24 

142 

Bath  Industries 

163 

9 

9 

202 

Cincinnati  Gas  &  El 

252 

443 

435 

198 

Baxter  Laboratories 

104 

82 

63 

182 

Cincinnati  Milacron 

624 

713 

570 

209 

Baza'r 
Beatrice  Foods 

694 
121 

715 
222 

753 
225 

173 

CIT  Financial 

271 

268 

183 

142 

185 

Cities  Service 

517 

541 

427 

106 

Becton,  Dickinson 

204 

170 

390 

182 

City  Investing 

278 

26 

603 

156 

Beech  Aircraft 

634 

558 

480 

109 

City  Stores 

726 

704 

707 

168 

Bell  &  Howell 

461 

395 

614 

182, 187 

Clark  Equipment 

137 

345 

104 

117 

Bemis 

618 

504 

382 

146 

Clark  Oil  &  Refining 

173 

645 

392 

106 

Bendix 

505 

479 

463 

109, 154 

Cleveland  Elec  Ilium 

250 

378 

394 

198 

Beneficial  Corp 

125 

198 

61 

142, 168 

Ctuett,  Peabody 

464 

585 

526 

181 

Bergen  Brunswig 

678 

715 

622 

166 

CNA  Financial 

508 

174 

471 

142 

Bethlehem  Steel 

602 

535 

430 

207 

Coastal  States  Gas 

68 

144 

275 

199 

Big  Bear  Stores 

200 

332 

292 

173 

Coca-Cola 
Colgate-Palmolive 

16 
266 

129 
241 

99 
115 

185 
182 

B*ack  &  Decker 

71 

146 

40 

184, 202 

B'ue  Bell 

149 

108 

49 

181 

Collins  &  Aikman 

77 

98 

124 

181 

Bluebird 

75 

221 

741 

185 

Collins  Radio 

765 

715 

749 

109, 129 

Boeing 

695 

693 

738 

109 

Colonial  Stores 

299 

317 

264 

173 

Bohack  Corp 
Boise  Cascade 

670 
756 

** 
715 

667 
737 

173 
146,  202 

Colt  Industries 

711 
99 

660 
417 

716 
405 

207, 209 

CBS 

187 

Borden 

556 

445 

499 

185 

Columbia  Gas  System 

380 

321 

281 

199 

Borg-Warner 

534 

388 

285 

117,154 

Columbia  Pictures 

742 

715 

706 

187 

Borman's 

723 

715 

727 

173 

Combined  Insurance 

19 

85 

586 

142 

Boston-Edison 

472 

305 

423 

198 

Combusticn  Engineer 

338 

564 

184 

209 

Braniff 

490 

318 

352 

177 

Commercial  Metals 

346 

568 

481 

206 

Bristol-Myers 

45 

271 

484 

182 

Commonwealth  Edison 

376 

462 

532 

198 

Broadway-Hale 
Brockway  Glass 

352 

354 

148 

168 

Commonwealth  Oil  Ref 

314 

682 

686 

106 

222 

46 

125 

146 

Comsat 

629 

11 

257 

198 

Brown  Company 

Brown  Group 
Brunswick 

757 
255 

465 

656 
527 

146 
181 

ConAgra 

142 

403 

178 

166 

Cone  Mills 

689 

286 

357 

181 

398 

17 

106 

156, 187 

Connecticut  General 

401 

123 

108 

142 

Budd 

715 

72 

558 

117 

Consolidated  Edison 

570 

501 

518 

193 

Bunker-Ramo 

636 

324 

637 

129 

Consolidated  Foods 

191 

172 

258 

185 

Burlington  inds 
Burlington  Northern 

488 
727 

622 
527 

469 

** 

181 

Consol  Freightways 

39 

125 

291 

176 

Con  Natural  Gas 

525 

377 

373 

199 

Burroughs 

146 

93 

85 

Consumers  Power 

523 

507 

566 

198 

C&O/B&O  Railroads 

685 

616 

528 

Continental  Airlines 

647 

611 

521 

177 

Cabot 

509 

230 

217 

Continental  Can 

360 

494 

443 

146 

Campbell  Soup 

292 

342 

326 

Continental  Corp 

617 

100 

238 

142 

Campbell  Taggart 

202 

114   . 

142 

185 

Continental  Illinois 

372 

139 

135 

141 

Cannon  Mills 

579 

468 

216 

Continental  Oil 

486 

535 

379 

106 

Carborundum 

505 

437 

279 

Contl  Telephone 

241 

248 

447 

198 

Carnation 

115 

86 

78 

Control  Data 

650 

224 

684 

162, 142 

Carolina  Power  &  It 

415 

227 

540 

I  JO 

Cook  United 

110 

515 

613 

173 

Carrier 

409 

274 

251 

Cooper  Industries 

455 

680 

604 

209 

Carson  Pirie  Scott 

629 

651 

640 

1  fift 

Corning  Glass  Works 

291 

556 

554 

129 

Castle  &  Cooke 

589 

399 

677 

CPC  International 

210 

439 

536 

185 

Caterpillar  Tractor 

131 

237 

191 

Crane 

632 

459 

432 

209 

Ceco 

349 

389 

411 

Crocker  Natl  Corp 

296 

215 

309 

141 

Celanese 

741 

715 

619 

Crowell-Coll  &  Macm 

612 

576 

615 

187 

Cenco 

292 

162 

520 

Crown  Cork  &  Seal 

140 

142 

98 

146 

Centex 

6 

12 

82 

Crown  Zellerbach 

571 

656 

401 

146 

Central^  South  West 

322 

265 

350 

Crum  &  Forster 

598 

42 

51 

142 

Central'Soya 

387 

337 

404 

166 

Cummins  Engine 

325 

591 

107 

117 

Central  Tel  &  Utils 

145 

272 

655 

Curtiss-Wright 

712 

653 

171 

109 

Cerro 

627 

691 

681 

Cutler-Hammer 

564 

405 

395 

129 

Certain-teed  Prods 

434 

19 

35 

Cyclops 

673 

705 

562 

207 

Cessna  Aircraft 

228 

470 

158 

Cyprus  Mines 

173 

196 

648 

206 

Champion  Intl 

520 

524 

358 

Dan  River 

733 

701 

662 

181 

Champion  Spark  Plug 

44 

203 

147 

Dana 

253 

270 

182 

117 

Charter  N  Y 

498 

476 

416 

Daniel  International 

128 

4 

17 

210 

Chase  Manhattan 

391 

231 

244 

1 A 1 

Dart  Industries 

317 

224 

193 

156 

Chemetron 

666 

679 

682 

134 

Dayco 

210 

462 

633 

156 

Chemical  New  York 

438 

260 

384 

141 

Daylin 

134 

99 

114 

168 

Chessbrough-Pond's 

38 

190 

102 

182 

Dayton  Hudson 

535 

461 

288 

168 

Chicago  Bridge  &  Iron 

143 

37 

21 

210 

Dayton  Power  &  Light 

251 

498 

487 

198 

Chicago  Milwaukee 

751 

715 

745 

176 

Deere 

518 

145 

143 

117 

Chicago  Rock  Island 

752 

762 

210 

176 

Del  Monte 

576 

715 

608 

185 

Chromalicy  American 

97 

430 

564 

156 

Delta  Air  Lines 

106 

435 

131 

177 

PROFITABILITY:  5-Year  Return 
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Where  to  Find  a  Company 


Company 


^ Rank 

Profitability    Growth 


Stock  Market 


Industry 

Survey 

Page 


DeSoto  354  651  643  202 

Detroit  Edison  544  481  515  198 

Diamond  Intl  242  485  533  146 

Diamond  Shamrock  573  598  601  134 

DiGiorgio  485  215  537  166,185 

Dillingham  683  643  627  210 

Dillon  Companies  73  95  45  173 

Walt  Disney  207  74  5  187 

Distillers  Corp-Seag  531  280  76  185 

Diversified  Inds  614  715  760  206 

R  R  Donnelley  &  Sons  438  578  557  187 

Dow  Chemical  207  147  151  134 

Dravo  568  543  519  210 

Dresser  Industries  359  526  342  209 

Duke  Power                     •      435  495  596  198 


Dun  &  Bradstreet 
E  I  du  Pont 
Eagle-Picher  Inds 
Eastern  Air  Lines 
East  Gas  &  Fuel 


Eastman  Kodak 
Eaton 

Jack  Eckerd 
Edison  Bros  Stores 
El  Paso  Natural  Gas 


Firestone  Tire 
First  Bank  System 
First  Charter  rin 
First  Chicago  Corp 
First  Natl  Boston 


37 
190 
238 
732 
408 


240 
436 
323 
175 
584 


49 
230 

M 

220 
460 


262 
298 
16 
600 
156 


399 
157 
224 
412 
376 


421 
45 
18 
57 

293 


155 
349 
227 
654 
546 


127 
295 
29 
263 
418 


478 
44 
32 
72 

160 


187 
134 
209 
177 
106 


182, 187 
117 
168 
168 
199 


ELTRA  367  368  453  117,154 

Emerson  Electric  55  173  137  129 

Emhart  363  449  370  202,209 

Engelhard  Min  &  Chem  86  375  380  206 

ESB  531  334  250  117 

Essex  International  123  398  308  206 

Ethyl  165  239  547  134 

Evans  Products  411  130  91  146,202 

Ex-Cell-0  543  686  624  209 

Exxon  290  382  272  106 

Fairchild  Camera  758  570  646  129 

Fairchild  Industries  679  700  109 

Fairmont  Foods  519  538  611  185 

Fedders  69  339  42  184 

Federal  Company  591  333  319  166 


Federal-Mogul  587  692  567  117 

Federal  Natl  Mort  Assc  406  15  6  142 

Federated  Opt  Stores  244  334  204  168 

Fed-Mart  196  102  187  168 

Fieldcrest  Mills  383  489  353  181 


117 
141 
141 
141 
141 


First  Natl  City  Corp  281  43  67  141 

First  Natl  Stores  731  762  618  173 

First  Penna  Corp  139  88  59  141 

Fischbach  &  Moore  40  114  12  129 

Fisher  Foods  24  44  88  173 

Fleetwood  Enterprise  2  3  2  202 

Fleming  224  393  501  166 

Flickinger  279  136  75  166 

Flintkote  621  176  331  202 

Florida  Power  &  Lt  331  159  348  198 

Fluor  236  638  361  210 

Flying  Tiger  182  24  65  177 

FMC  475  675  581  156 

Food  Fair  Stores  599  715  583  173 

Foodarama  Supermkts  690  715  735  173 


Ford  Motor  305  92  236 

Foremost-  McKesson  159  405  628 

Foster  Wheeler  521  311  462 

Franklin  Life  Ins  187  245  229 

Franklin  NY  180  477  335 


117 
166 
210 
142 
141 


Company 

Profitability 

Rank 

Growth 

Stock  Market 

Industry 

Survey 

Pag* 

Fruehauf 

462 

358 

495 

117 

Fuqua  Industries 

212 

294 

572 

156, 187 

GAC  Corp 

746 

715 

751 

142 

GAF  Corp 

667 

544 

449 

154 

Gamble-Skogmo 

476 

275 

311 

168 

Gannett 

299 

108 

13 

187 

Gen  American  Trans 

350 

331 

298 

209 

General  Cable 

380 

627 

694 

206 

General  Cigar 

554 

581 

517 

182 

General  Dynamics 

684 

650 

685 

109 

General  Electric 

127 

107 

234 

129, 154, 184 

General  Foods 

265 

633 

713 

185 

General  Host 

■  • 

** 

** 

166 

General  Instrument 

687 

663 

607 

129 

General  Mills 

193 

340 

164 

185 

General  Motors 

108 

389 

415 

117 

General  Public  Utils 

476 

489 

511 

198 

General  Reinsurance 

307 

29 

48 

142 

General  Signal 

268 

360 

90 

209 

General  Tel  &  Elec 

342 

385 

548 

129, 198 

Gen  Tire  &  Rubber 

368 

205 

334 

117, 154 

Genesco 

556 

709 

703 

168, 181 

Genuine  Parts 

89 

83 

16 

117 

Georgia-Pacific 

197 

136 

144 

146.  202 

Gerber  Products 

114 

361 

458 

185 

Getty  Oil 

555 

553 

412 

106 

Giant  Food 

175 

150 

180 

173 

Gillette 

13 

330 

433 

182 

Gimbel  Brothers 

531 

636 

609 

168 

Goldblatt  Brothers 

656 

635 

441 

168 

B  F  Goodrich 

693 

684 

597 

117 

Goodyear  Tire  &  Rub 

302 

259 

320 

117 

Gould 

464 

201 

220 

117 

Govt  Employees  Ins 

48 

70 

68 

142 

W  R  Grace 

656 

576 

584 

134, 156 

Grand  Union 

437 

548 

626 

173 

WT  Grant 

234 

533 

256 

168 

Gray  Drug  Stores 

170 

412 

590 

168 

Great  Atl  &  Pac  Tea 

705 

715 

671 

173 

Great  North  Nekoosa 

609 

579 

*« 

146 

Great  Scott  Suprmkts 

** 

528 

»» 

173 

Gr  Western  Financial 

603 

2 

58 

142 

Great  Western  United 

322 

715 

744 

166 

Green  Giant 

564 

428 

553 

185 

Greyhound 

143 

391 

529 

166.  176 

Grolier 

389 

549 

702 

187 

Grumman 

720 

715 

726 

109 

Gulf  &  Western  Inds 

189 

284 

606 

156 

Gulf  Oil 

423 

671 

575 

106 

Gulf  States  Utils 

260 

346 

464 

198 

Halliburton 

95 

192 

18 

210 

Hammermill  Paper 

658 

710 

639 

146 

Hanna  Mining 

310 

394 

212 

207 

Harris-lntertype 

336 

561 

561 

209 

Harsco 

257 

473 

459 

209 

Hart  Schaffner  &  Marx 

430 

555 

419 

181 

Havatampa  Cigar 

514 

276 

223 

182 

H  J  Heinz 

373 

184 

132 

185 

Hercules 

273 

314 

185 

134 

Hershey  Foods 

334 

554 

437 

185 

Heublein 

26 

451 

154 

185 

Hewlett-Packard 

159 

135 

105 

129 

Hilton  Hotels 

474 

262 

260 

187 

Hiram  Walker 

248 

302 

157 

185 

Hobart  Manufacturing 

153 

387 

120 

209 

Hoerner  Waldorf 

271 

209 

94 

146 

Holiday  Inns 

182 

223 

162 

187 

Honeywell 

336 

307 

321 

129,  162 

Hoover 

214 

112 

27 

184 

Hoover  Ball  Bearing 

57 

315 

262 

11/ 

PROFITABILITY:  5-Year  Return  on  Equity.         GROWTH:  5-Year  Annual  Earnings  Per  Share  Growth.         STOCK  MARKET:  5-Year  Price  Gain.         •'Not  ranked. 
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Avishasyour 

car  rental  form  all  filled  out 

and  waiting  for  you  in: 

Aaiborg  Aalesund  Aarhus  Abadan  AbanoTerme  Abbotslord  Aberdeen  iMd  l  Aberdeen  i Scotland).  Aberdeen i  Wash  |,  Abidian,  Abilene  Acapuico.  Accra  Addis  Ababa.  Adelaide  Adeianio  Agadir  Agana.  Agen,  Aiken,  Aix-en-Provence,  Aix-les-Bams,  Ajacoo,  Ajax. 
Akron,  Alamogordo.  Alassio,  Albany  (Austrahai,  Albany  iGa  ),  Albany  (NY).  Albany  (Ore  )  Albuleira,  AlbuQueraue  Albury.  Ales  Algeoras,  Alghero.  Algiers,  Alhambra,  Ahcanie.  Alice  Springs.  Aileniown.  Almena.  Almunecar.  Alpena.  Altoona  Amanllo  Amiens.  Amster- 
dam Anacorles,  Anaheim  Anchorage  Anderson,  Andrews  AF6  Angers.  Angouieme  Annandale,  Annapolis  Annecy  Anmslon,  Antibes  Aniigomsh  Antwerp,  Aosta  Apia,  Appleton,  Arachon,  Arcadia,  Areata.  Archerlieid,  Aries  Arlington  (Mass  I,  Arlington  (Va  i  Armi- 
dale  Arpajon.  Asbury  Park  Ascona  Lochurno.  Asheville,  Ashland.  Aspen,  Athens,  Allanta,  Atlantic  City,  Auckland  Augsburg  Augusta  (Ga  i  Augusta  (Me  ).  Auke  Bay,  Aurakatu.  Aunllac.  Austin  Avignon,  Azusa  Baden-Baden  Bad  Homburg.  Sagotv.lle  Baie  Comeau 
BakersdeirJ  Baltimore  Banlt  Bangkok.  Bangor  (Me  I.  Bangor  [Wash  I  Bankstown,  Barcelona,  Bardoimo  Bardufoss  Bar  Harbor  Ba".  Barne,  Barstow  Basel  Bastia  Bathurst  I  Australia!  8athurst(Nebr ),  Baton  Rouge.  Battle  Creek,  Battleford,  Bay  City,  Bayonne  Bear 
VaUey  Beaulieu-Sur-Mer  Beaumont,  Beauts,  Bedford,  Beersheva  Beirut  Bellas!  BeHort,  Belleville,  Bei'evue  Be'ifiower,  Belimgnam.  BeioiJ,  Benaimadena,  Benidorm,  Beograd  Bergen  Berkeley.  Berlin,  Berne  Besancon.  Bethel  Park  Bethesda,  Bethlehem 
erly  Hills,  Be/iers  Biarntz  Biel  Bielefeld.  Biella  B.g  Delta  Bilbao.  Billings  Billund  Biloela  Biloxi  B.nghamton.  Birmingham  t  Ala  I  Birmingham  :Engiana)  Birmingham,  Mich  i  Bishop  B'smarckBlakehursi,  Blenheim  Block  island,  Bioemloniem  Bloommgton  (111 ). 
Bloommgton  (ind  ).  Boca  Raton,  Bodo  Boise  Bologna  Bolzano,  Bonifacio  Bonn  Bordeaux  Borlange  Falun  Borrego  Springs.  Boston,  Boulder  Boulogne,  Bourges  Bourgom,  Bournemouth  Bowen.  Bozeman.  Brampton,  Brandon  Braunschweig,  Brawiey 
Braybrook,  Bremen,  Bremerhaven.  Bremerton  Brescia  Brest  (France!  Brest  (USSRi  Brewster  Bridgeport  Bridgetown  Bnndisi  Brisbane  Bristol  (England!.  Bristol  (Tenn  |,  B'istoi  rVa  |,  Brive.  Broken  Hill,  Bron«ville,  Brookhaven,  Brooklme  Brooks  Brownsville 
Brunswick  Brussels  Bryan  Bucharest.  Budapest  Vlll  Budva  Buena  Park  Ouenos  Aires  Bufialo,  Buhl  Buiawayc  Bundaberg  Burbank,  Burgas  Burlmgame  Burlington  ,Mass  I.  Burlmgton  (Ontario),  Burnaby,  Burnie,  Burwood,  Butler  Butte,  Cadiz  Caen  Caesarea 
Caghan  Cahors  Cairns  Calabria  Calais  Calalzo  Oi  Cadore  Cala  Miller  CAlan  Porter  Cala  Vinas  Cale»ico  Calgary  Ca'oundra  Calv.  Camanllo  Cambrai  Cambridge  England!  Cambridge  (Mass  ).  Cambridge  (Ohio)  Camden  fN  J  j.  Camden  iS  C  I,  Campbell  River 
Camobeiiton.  Canberra  Cannes,  Canoga  Park  Canterbury  Cape  Kennedy  Cape  Town  Caracas  Carbonoale  Cardiff  Carefree  Carisbad  Carmei  Carnarvon  Carpentras  .Car  ronton,  Carson  City  Casablanca,  Casa  Grande,  Casino  Casper  Cas'legar  Calania  Catanzaro 
Catnnsvrile  Cedar  Ciiy  Cedar  Rapids,  Cefalu  Century  City  Ceuta.  Chambery  Champaign  Chandler.  Chanea.  Chantilly  Charieroi,  Cha-'eston  [S  C  >  Charleston  (W  Va  ),  Charleviile  ChaHo.  Charlotte.  Charlotte  Amalie.  Charlotteniund.  Charlottesville  Charlottetown 
Chartres  Chatham  ChatMnooga  Cherbourg  Cherry  Hill  Chester  Cheyenne  Chicago  Chico,  Chicoutimi.  Chihuahua.  Chmcoteague  Chmo  Chisnolm.  Christ  Church.  Cnnstiansted  Ch'jla  Chur,  Cincinnati  Ciudadeia  Ciudad  Oieda  Matguena  Civitavecchia  Clark 
Cia.ksburg  C'arks  Summit  Clayton  Clear  Clearwater  Clermont  Ferrand.  Cleveland  Cimton  C'ovis  Ouses  Cocoa  Beach  Cody  Coffs  Harbour  College  Park,  College  Station  Coiimgwood  Coimar.  Coionia  Colome,  Colorado  Springs  Columbia  i  Md  I  Columbia  (Mo  ), 
CulumbratSC  I  Columbia  Falls  Columbus  (Ga  i  Columbus  (ind  )  Columbus  (M>ss  i  Columbus  iNebr ).  Columbus  lOnid  Como  Compton  Concord  (Caitf )  Concord  iN  H  i  Cooiangatta.Cooma.  Coos  Bay.  Copenhagen  Coral  Gables  Cordoba,  Corfu  Cork,  Corner  Brook. 
Corning  Coronado  Corpus  Chnstf,  Conma  0  Ampezzo.  Corvallis  Cosenza  Costa  Costa  Mesa  Counrai  Coventry  Covtna,  Cowra,  Cozume,  Cracow.  Cranbrook,  Cranford,  Crescent  City  Crestview  Cronulla  Culver  City  Cumberland  Cupertino,  Dakar,  Dalhousie.  Dallas 
U<irTu...-r  D.^nbury  Ddnviiif  [III  I  Danville  (Va  i.  Dar  el  Beida.  Darien  Darlington  Darmstadt  Oartmouth  Dar^m  Davenport  navcs>  P'atz,  Dawson  Creek  Da«  Dayton  Da>lona  Beach.  Deans  Dearborn,  Deauviiie.  Decatur  (Ala  )  Decatur  (III  ),  Dedham.  Deer  Lake 
Dee  Why  Delmsi  Defray  Bucrl  D-nv^  Derby  Desenzano.  Des  Momes,  Detroit  Devils  Lake  Devonport,  Digby,  Duon.  Dman,  Dmard  Disneyland,  Djerba  Dorado  Dothan  Douai  Dover 'Del  l  Dover  i  England  i  Dover!  N  J  l,  Downey,  Draguignan.  Dreux  Dryden  Dubai. 
Dubbo  Dublin  Dubrovn.k  Duluth  Dunedin,  Durban,  Durham  Ousseidorf  Eagle  East  Hartford  East  London  Eost  Sound  Eau  Claire  Edinburgh  Edmonton.  Egim  AFB,  El  Caion,  El  On»u  fci  Dorado,  Elko  Ellesmere  Po't,  Elmendorf  AFB  Elmira  El  Monte  El  Paso, 
EiS.gundt*  Emerald  Enid.  Enkopmg  Epmal,  Eppmg  Erevan  Er^  Esbierg  Escondido,  Esperance  Ebsen  Estevan  Estoni  Eurt;d  Eugene,  Eureka,  Evansville .  Evian  Evreu- ,  Fairbanks  .  Fsirborn  Fairfax  Fairfield,  Fa.  rmoni  Falls  Church  .Falmouth  Famagusta, 
Fart).'   r-dennigljn.  Faro  tCanadal  Faro  I  Portugal  I  Farunv  FayeMeville  !Afk  |   FtyettSViHs    N  C  t    Fettre    Fishkill    Fll  Fiemmgron.  Fietcher.  Flint  Florence  i  Ala  I   Florence  .Italy/.  Florence  iS  C  !  Flushing.  Foggia.  Fond  du  Lac    Forl-de-France.  For!  dei 

Marmi  Fort  Frances  Fort  Lauderdale  Fort  Lee  Fori  McMurray  Fort  Myers  Fori  Myers  Beach  Fort  Nelson,  Fort  Pierce  Fort  Richardson  Fort  Si  John  Fort  Simpson  Fort  Smith  (Ark  i  Fort  Smith  (Canada),  Fort  Walton  Beach  Fort  Washington  Fort  Wayne,  port 
Worth  Fox  Glaccr  Fram.ngham   Frankfort   Frankfurt   Franklin  Franklin  Park  Frankstori  Frauenfeld  FWU  in   Predenkshavr  Freehold   F-^eiand   Freeport  (Bahamas'  Freeport   Tex  i   Freiburg    FremanNe   Frenchtown,  Fresno.  FnbOurg,  Frosinone, 

Fueng.r.'id  FuarteVeniura  Fullerton  Gabes  Gainesville  Ga'esburg  Ga'iuare  Gaiiuo  Galveston  Galway  Gander  Garland,  Garmisch-PartenKircnen.  Gatwick  Gavle.  Gaylord.  Gdansk  G^elong  North  Geneva  (France).  Geneva  iSwitzeiland)  Genoa,  Georgetown 
■Australia]  Georgetown  (Grand  Caymani  Georgetown  (S  C  1  Geraldton  Gerona  Ghent  Gibraltar  Giion  Gillette  G'Sborne  Glacier  Park  Gladstone  Glasgow  Glen  Glendale  Glendive  Giendora  Glen  innes  G'ens  Falls  Gloucester  Golden,  Goidsboro  Goroka 
Gos'vird  Goieborg.  Grado  Grafton  Granada  Grand  Canyon  Grande  Prairie  Grand  Falls  Grand  Forks  (Canadai  Grand  Forks  N  Dak  l  Grand  Junction  Grand  Rapids,  Grantham  Grasse.  Graz  Great  Falls  Great  Neck.  Green  Bay,  Greensboro,  Greensburg 
Green  nwich  Greenwood  Grenoble  Gnlfilh  Grimshaw .  Grolon  Gltasd  Guaoalaiara  Guatemala C'ty  Guayaquil.  Gulfport  Hackettslown.  Hagerstown,  Haifa  Halifax  Halmstad  Hamburg,  Hamilton  >CanadaV  Hamil- 

mamel  Hammond  Hancock  Haney  Hanover  IN  H      Hanover    West  Germany     Han  Mao   Harllnoen   Har-osano   Harnsburg   Harrisonburg,  Haroson  Hot  Springs  Hartford,  Hastings,  Hattiesburg   Haugesund,  Hauterwe.  Hawthorne,  Hayden, 
H  lyRivet  Hayward  Haxli  |  Helena  Helsingborg  Helsmki  Henoaye  Hermo^iilo  Hespena  Hibbmg  Hickory  High  Pont  Hillsboro  Hilo  Hilton  Head  Hmton  Hobart .  HobeSo^nd  Hokitika  Hollywood  Hollywood  Beach  Holstebro  Homer  Homestead.  Hong 

Honiara  Honolulu  HoQutam   Horsham  Horsholm  Hot  Springs  Houghton  Houston   Hudikwali  Huetva  Huiist'ed  .Huntington   Huntmgton  Station .  Huntsville   Hurley.  Hvidovre   Hyannis,  Ibiza.  Idaho  Falls,  lesolo,  lledOleron,  imperial,  Indianapolis.  Indio 
inglewood   inmslail   lnn»b'uck   Interlaksn   international  Falls.  Invercargill   inverell  Ipswich  Australia    Ipswich  lEngiand)   irakiion,  iron  Mountain   Ironwood   ischia,  Islamorada,  itha-.a   Ivrea  Jackson  iMiss  I,  Jackson  (Wyo  I,  Jacksonville  (Fla  )  Jacksonville  (N  C  1 

in  i  Jamestown  in  y  i   J  imeslOwn  N  Dak  i  Jandakot  Jasoer  Jefferson  City  Jekyil  is 'and  Jenkintown  Jerez  de  la  Frontera  Jersey  Jerusalem  Joensuu  Johannesburg  Johnson  City  Jonesboro  Jonkopmg  Joplin  Juan-les-Pins.  Juneau.  Jyvasky  la.  Kabul,  Kahulu' 
Kaikoh'    '  r  autarn  Misi-ivUutern-Vogeiweh  Kaiaam  Kalamazoo  Kalgoor'ie  Kalispe"  Kalmar  Kamtooc^  "un-iueU  K^ng^roo  K'ano  Kansas  City  iKans  ).  Kansas  Ot/  'Mo  l.  Karlovy  Vary,  Karlsbad  Karlsruhe  Karlstad,  Karup,  Kassel,  Katherme,  Kathmandu 

Kalowic^  Koene  Kelowna   Kemi  Kampsey  Kenai  Kennewick  Kenora,  Ketchum  Kew  Key  Siscayne   Key  West   Kharkov   x.^ia   K.fc.    Ktlleen   Kirrberiey   Kmdersley .  Kmg  of  Prussia.  Kingspon.  Kingston  iCanada).  Kingston  (Jamaica)   Kingston  (N  Y  I,  Kingstown 

t  Indies)  Kinshasa  Kmslon  Kiruna  Kishinev  Kitzbuhei.  Kiaqenlurt  Klamath  Fails  Knoxviile  Koblenz  Kodiak  Kokkoia  K^ln,  Kraiend'ik  Kostiansand  Knstianstad  Knstiansuund  Kuala  Lumpur  Kununurra  Kyrenia  La  Bauie   Labrador  City  Laconia  La  Coruna 
LaCrom    I   n    Lafayvtti     Ind     I   llayette  (La  ).  Lagos  (Nigarial  Lagos  (Portugal)  La  Grange  Laguna  Beach  Lajolla  La*1*-1  vat   Lake  Havasu  Lake  Jackson  Lakeland   Lake  Louise,  Lake  Placid   Lake  Tahue,  Lake  Tahoe  North  Lake  Tahoe  South 

LaKawood  IN  J  l  Lakewiwd  (Wash  i  Lake  Worth  La  Manga  Lamentm  La  Mesa  Lancaster  [Caltf.  I,  Lancaster  :Pa  Land  O  Lakes  La'. "ion  Lansing  Lantana  Lanzarote  La  Paz  Lappeenranta,  Laramie.  Larchmont,  Laredo  La  flochelie.  Las  Cruces,  Las  Palmas 
La  Spezia  Las  Vegas  Latuil  Latrobe  Launceston  Laurel  Lausanne  Lautoka  Laval  Lawrence  Lebanon  Leeds  Le  Havre  Leicester  Le  Lavandou  Le  Mans.  Leningrad  Le  Sevne  Lelhbndge  Lewiston,  Lexington,  Lido  Di  Camaiore,  Liege,  Lihue,  Lille  Lima 'Ohio' 
Lima(Peru)  Limaasol  Lm..  r-ck   i  L.nden  Lmkoping  Lisbon  Lismore  Litchfield  Park  Little  Ferrj  \uslraliai   Liverpool  lEnglandi,  Liubiiana    Lloydmmster  l Alia  ,  Canada),  Lluydmmster  (Sask  ,  Canada),  Locarno 

Lod  Ltxlz   Lompoc,  London  (Canada'  London  (England'  Long  Beach   Longreach   Longview  Lonent,  Los  Alamos   Los  A/i  lee  Harbor,  Los  Cnstianos   Los  Gatos    Louisville    Lourdes   Lower  Hul    Lubbock    Lucerne.  Lufkin,  Lugano.  Lulea,  Luther- 

vik:  Luton  L  u-embourg  Lvov  Lynchburg  Lyon  Mackay  Macon  Madang  Madetieu  La  Napouie  Madison  (Cor"  i  Metfison  Nj,  Macron  Wis1  Madrid.  Mahon  Mamz  Makati  Malaga  Malmdi.  Malmo,  Mammoth  Lakes,  Manassas,  Manchester  (England) 
Manchester  [N  H  i  Mandevilie  Mangua  Manila  Manley  Mannheim  Marar:aibo  Marana  Marathon  Marbeila  Manna  D*  M»s%a  Marina  di  Pietrasanta  Manon  Maroochy  Marrakech  Marseilles  Marshfieid  Marthas  Vineyard,  Marligues,  Maryborough  Mary 
Estei  Merystown  Marysville  Masterlon  Mdiang  Matawan  Maubeuge  Mayaguez  Mazatlan  McAKen  McChord  AFB  M  Coof  sss^  ^mm  m^  ■■■  «■•  e^  *^"  ^^  — »  ^^  asss*  ssssa  issib  bbssi  — •■  ssssa  mm  hi  m  ■■■  ■■■■ 
MtKmieyvilie   McLean    Meaux    Medlord   Medicine  Hat    Melbourne  .Auslraita)    Melbourne    Fla  i    MeMia    Mempl  | 

Menton    Mrrano   Merced    Mercedes   Mernia    Mendi  I ■  nmbula    Merott    Mesa    Messma    Mest'e  Ve^ce  Mainland    I 


Metuchen   m.mz   Mexicali   Mexico  City  Miami  Miami  Be.icn  Mica  Dam   Mionietown,  Midland  (Canadai   Midland   Mich  i,  Mid'and 
iTi  .  i    Milan    Mildura    Mtltord   Sound.  Millard    Mill  Van.  >    Milwaukee     Minneapolis     Mmot     Mmsk     Missoula    Mobile    Modena 
Modesto  Molde  Molme  Molokai   Mumbusa  Monaaln  Moncton  Monlaicone  Monroe  [La  I.  Monroe  fN  Y  i  Monroeville   M 
Mons   Moniauban   Montciair   Mofllebello   Monte  Carlo  Montego  Bay.  Monie  Gordo  Moniehmar   Monterey  Meniere/  Part 

Montevideo,  Montgomery    Mont  Joh    Mofltpi  Muntreux    Monza    Moorabbin    Moose  Jaw   Moraga    Moree 

Mcehead  Cily  Momstown  Moscow  Mos>nee  Mount  Cook  Mount  Gambier  Mount  Hagen  Mount  Hood  Mount  tva.  Mount  Kiy.0 
Mount  Pleasanl  Mount  Pocono  Mount  Vernon  [III  ;  Mount  Vernon  ,N  Y  i  Msida  Muienen  Mu'house  Munchen  Muncie  Mudia 
Muse*'  n  Muskegon  Heights  Myrtle  Beach  Nadi  Nagoya  Nairobi  Namsos  Nanaimo  Nancy  Nantes  Nantucket 

island  Napervilie  Napier  Naples  (Fla!  Naples  ltah/1  Narbonne  Narrabri  Narrandera  Narvik  Nashua  Nashville  Nassau  Nahck. 
Naian.a  Nelson  (Canada    Nelson  (New  Zealand    Neuchatel  Ntuss  NewarttiNJ]  Newark  (Ohioi  New  Beoiord  New  Bern  Ntw 

Britain  NewBfunawtck    Newburgh   Newt.<  ..  wcastle  (England     New  Haven   New  Kensington,  New  Lone-. 

'■*  rtel  lew  Plymouth    Newport  [Ore      Newport  |fl  i      Newport  Beach    Newport  News   New  Re 

[Masai  Newton  (N  J)  Newtown  SQuere  New  Westminster  New  York  City 'Manhattan  Brooklyn  Bronx  Queens  rjagar^  Fal's 
Niagara  Fans  IN  Y]  Nice  Nicosia  Nimes  Nnh  Nogent  Lc  Rgtrau  Norfolk  Norman  Wells  No'rkopmg  Nt-tt*  Battl«fo«d 
North  Palm  Beach  Northfidfle*  Ncwaik  Cai-f  '  Norwa'k  iConn  Norwood  Non<r,gn,im 
Noumea  Novi  Sad  Nuku  alola  Nurnberg  Nut  Tree  Nyack  Nykopmg  Oak  Harbor.  OakhursI  Oakland  Ofakmont  Oak  Park  tilt  i 
Oak  Park  (Mich  i  Oakviile  Oamaru  Oaxaca  Ocala  Ocean  City  Oceanside  Ocho  P»os  Odense  Odessa  fTex  |  Odessa  USSR  ) 
Offenbach  Otlenburg  Odr  Ogden  O'ldaie  Oiai  Oklahoma  Gty  Oibia  Oldham  Olympia  Omaha  Ontar»o  Opa  Locka  Orange 
Orangeburg  Ormda  Orlando  Orleans  Ornskoidsvik  Oshkosh  Oskarshamn  Oslo  Osteno  Oslersuno  Ottawa  Ou'da  Ou'a 
Oviedo  Oxeiosund  Oxford  Oxnard  Padova  Paducah  Pago  Pago  Palermo  Paima  Palm  Beam  Fla  )  Paim  Beach  .Malagas* i  Painv 
daie  Pa'mDesert  Paimer, Paimerslon  North  Palm  Springs  PaloAlto  Pamplona  Panama  PanamaCity  PanoramaOty  Papeete  Parabur- 
doo  Paratieid  Paramu*  Pan*  Parkersburg  P»rkes  Parma  Parramaita  Pasadena  Pascagouia  Pasco  PasoRohies  Patras  Patrick  AFB 
i  ron  Penrose  PensacoiH  Penticton  Pentone  Peona  Pengueux  Perpignan  Perth  AuStraliai  Perth  Scotland^, 
Perth  Amboy  Pescara  Peterborough  Petersbu'q  Retionville  Ptorzne.m  Pnt.n,,City  Philadelphia  Ph.iipsburg  Phoenm  Pico  Rivera 
Picion  Pieoe  Pk.- .-iiie  Pmi  H'uft  Pmehu'st  Pi  ne  Mountain  Pine  Pom  I  P.sa  Piscataway  Pil»?a  Pittsburgh  Piatnf.e'O  Pla'tsburgh 
PiayaDel  ingies  Playamar  Plymouth,  Pocatello  Pocomoke  Ci.ly  Pomt  Clear  PomieA  Pure  Poml  Pleasant,  Pothers  Pompano  Beach 
Ponce  Pooen.letta  Po'denong  Porec  Pon  PnrtAiberni  Port  Angeles  Port  Antonio  Port  Azzurro  Port  Colborne  Port  Elizabeth.  Port 
Everglades  Port  Hediand  Pon  Jefferson  Station  Port  Jervrs  Portland  (Australia  Portland  (Me  Portland  (Ore  i  Port  Lincoln  Port 
Louis  Port  MacQuane  Port  Monmouth.  Port  Moresby  Porto  Portoferraio,  Port  Orcnard  Porto  St  Stefano.  Porto  Vecchio  Pon  St 
Lucie  Portsmouth  (England  Portsmouth  iN  H  i  Portsmouth  (Va  )  Pdughkeepsie  Prague  Praia  Da  Rocha  Prescott  Presoue  isie 
Prestwick  Prmce  Albert  Pn nee  George  Prmce  Rupert  Princeton  Propriano  Prosperme  Providence  Pueblo  Puerto  De  La  C-ui 
Puerto  Vallarta  Pulaski  Punta  det  Esie-Edit  PuntaGc-rda  Pympie  Quebec  City  Oueenstown  Australia  Queenstown  New  Zeaianrj 
Quesnel  Quimper  Qumcy  Rabat  Rabaul  Racne  Radium  Rahway  Rakaia  Rale-gh  Rambouiite:  Ramsgate  Ramstem  Airtj^se 
Ransbach  Rapid  City  Reading  Red  Bank,  Red  Blufi  Red  Deer  Redding.  Red  Lake  Reggio  Regina  Reims  Renmark  Rennes  Reno 
ReveJalOhe  Rhmeiander  Rhodes  Richland  Richmond  Ridgecrest  Ridgewood  R.teka  Rimm.  flimouski  Rmgwood  Riooejanero 
RiversiOe  Riverton  Riviera  Beach  Rizal  Roadlown  Roanoke  Rochelort-su'-Mer  Rochester  !England,  Rochester  Mmn  Rochester 
N  1  i  Rockloro  Rockhampton  Rock  island  Rocklanrj  Rock  Springs  Rockviiie  Rockviiie  Centre  Rocky  Mount  Rocky  Mountain 
House  Rome 'Italy:  Rome  (N  Y  j  Ronne  Ronneby  Roouetas  de  Mai  Rosemont  Ross  RosweM,  Rota  Rotorua  Rotterdam  Rouen 
Rovamemi  Royan  Ru'doso  Rye  Saarprucken  Sacramento  Sagmaw  Saguenay  Samt  August  me.  Sami  Bre'ade  Saini  Bneuc 
Saini  Denis  Samtes  Samt  Etienne  Saml  Gallon,  Sami  George  Samt  Georges  Samt  Heiier  Samt  Jean  de  Luz  Saint  John  Samt 
John*  Sami  Julians  Samt  Leonards  Samt  Loms  Samt  Maxime  Samt  Moniz  Samt  Nazaire  Samt  Nicolas  Samt  Paul,  Saint  Pe'er 
Samt  Peter  Port  Samt  Petersburg  Saint  Ouentm  Sami  Raphael  Samt  Simor-  isiana  Samt  Tropez  Sa'e  Sa'em  Salerno  Salinas 
Salisbury  (Md  l  Salisbury  (Rhodesia)  Salt  Lake  Ofy  Saizhu'g  San  Agustm  San  Angelo  San  Antonio  ISoami.  San  Antonio  !Te*  l 
San  Bernardino  San  Canos  San  Ciemenie  San  Diego  Sanfcd  San  Francisco  San  Jose  'Cant  :  San  Jose  Costa  Rica:  San  Juan 
San  Luis  Obispo  San  Pedro  San  Rafael  San  Remo  Ssn  Sebastian  Santa  Ana  Santa  Barbara  Santa  Clara  Santa  Cruz  Santa  Fe 
Santa  Margher.ta  Ligure  Santa  Maoa  Santa  Mon-ca  Santa  Rosa  Santa  Teresa  GaUura  Sartee  Santiago  Santiago  De  Ccmposteia 
Santo  Santo  Dommgo  Sao  Paulo  Saranac  Lake  Sarasota  Saratoga  Sarma  Saskatoon  Sassao  SauitSte  Mar.eiCanadai  Sauit  Ste 
Mane  [Mich  )  SaumU'  Savannah  Savona  Savu  Savu.  Sayreviiie  Scarborough  Scarsdaie  Schenectady  Schw/z  Scot.a  Scottsdaie 
Scranton  Seaford  Sea  island  Seattle  Sedada  Sedona  Sept- lies  Sestc  San  Giovanni  Sete  Seviiia  Seward  Stax  Shaker  Heights 
Shannon  SheffieifllAia  I  Sheffietd  England'  Shepparrjlon  Shendan  ShermanOaks  Shiraz  Srveveoon  ShuteHabOur  S-diBoussaid 
Sidney  i Canada  S'erra  Vifta  Sierre  Silver  Hill  Silver  Spring  Simeon  Antonio  Singapore  Stem  Sioux  City  SiOux  Faiis  Siracusa 
Sitka  Skanes  Ske'ie'ter  Skokie  Skrydstrup  Sme-aioo  Smithers  Smithtown  Snow  Hill  Snowmass  Sochi  Sooenalie  So'ia 
Soiaotna  Someone  Sonde'berg  Sorrento.  Sofog*an<je  Sousse  Southampton  South  Bend  Southbrrdge  South  Bu".ngron 
Southern  Pines  South  Gate  Spartanburg  Scez  SoM  Spokane  Spongioid  III  '  Springfield  Mass  I  SpnngTietti  Vc  Springfield 
(Ohioi  Spnngt.eid  iOre  I  Spongioid  Va  I  Spr.ng  Valley  SquBw  Valley,  Sta  Cruz  Oe  Tenenfe  Stamford  State  Co"ege  Stateime, 
Staunmg  Staunton  Stavanger  Steamboat  Springs  Stetiaion  Steohenviiie  Stevens  Pomi  Stockholm  Stockton  iCanf  Stockton 
Engiandi  StokeonTreni  Stoneham  Strasbourg  Stratford  Stresa  Slroudsburg  Sturbndge  Sturgeon  Bay  Stuttgart  :Ark  Stuttgart 
West  Germanyl  Sudbury  Sutfern  Sukhumi  Summerside  Summit  Sunderland  SuhdSvail  Sunndalsora  Sunnyvale  Sun  Valley 
Surfers  Paradise  Suva  Swan  Hill  Swift  Current  Sydney  ^Australia,  Sydney  Canada^  Syracuse  Tacoma  Tahoe  City  Takapuna 
Tallahassee  Tampa  Tampere  Tampico  Tamworth  Tananarive  Tangier  Taormma  Taranto  Tarbes  Taree  Tarrytown  Taupo  Tau'anga 
Tbilisi  Te  Anau  Teguciqaipa  Teheran  Tel  Av.v  Temple  Tennant  Creek  Terrace  Terra  Lmoa  Terre  Haute  Teterboro  Texaoyana 
'■  oVfxane  rei  TneHague  ThePas  Thessaiciiki  Thionviiie  Tmsted  Thompson  Tnonon  Thousand Oa«s  Thun  Thunaer  Bay 
T  iuana  Timaru  Timmms  Tusirup  Tokyo  Tokyo  City  Toledo  Tom  Pr»ce  Toms  River  Toowoomba  Topeka  Toronto  Torraita  t; 
Torre  Oet  Mar  Torremolmos  Torf.ngton  Toulon  Toulouse  Tours  Townsv.lle  Trail  Travis  AFB   Trenton  iCa-  a  I  J      Tner 

•  Tromso  TrondhPim  Trouldale  Troy  Troyes  Truro  Tucson  Tu'sa  Tunis  Tu'in  Tgrku  Tuscaloosa  TuSCumb-a  Tv.'n  Falls  Ty'er 
Udme  Uim  umea  Union  (jntoniown  upland  ut»ca  Utrecht  Vaduz  (Uecfltenete«i  Vaduz  iSwitzertandi  Van  val  DOr  valdosta 
Valence  Valencia  Valenciennes  V3iiadoiid  Vauem  Valparaiso  Vancouver  Vannes  Van  Nuys  Varese  Varna  Vassa  Vaxto  Vejie 
venwre  (Fla  |  Ven^e  itaiy.  Ventura  Vernon  (Cafrf  Vernon  LCanada1  Vero  Beach  Verona  Vevey  Viana  Do  Casteio  Vtareggio 
v»cenza  Vichy  V<toria  (Canadai  Victoria  (Tex  i  Victorvnie  Vienna  V»go  Vila  Virginia  Beach  Visaha  Visby  Vo-ron  Waco  Wagga 
Waoga  Waiyevn  Wakedeid  WatiaWaha  Wa'lops  island  Walnut  Creek  Wait  Disney  World  Waitham  Wanganu  Warrnambooi  Warsaw 

rVaiertoo  (Canadai  Waterloo 
-.  irtord  Watson  Lake  Waukegan  Wausau  Wauwatosa  Wayne  Waynesboro   Pa      Waynes- 
boro |Va  i  Webster  Weiiand    Weiiesley  Wellington    West  Babylon    Westbury   Westerly   Westfieid    West  Latayetre    Wesl  Newton 
Palm  B*«»ch    Westport    Westwego    West  Yellowstone    Weyers  Cave    Whangarei    Whataroa    Whee'mg    Whitby   Wh.tefish 
-    -se   White  Ptarns   Wh.te  River  Junction   Whiter  Whyaua    Wichira   Wichita  Fails   Wickenburg    Wiesbaden    w.ikes-Barre 
:.Vi'liamst>urg   Williams  Lake   WilliamspOrt   Wilmington  'Calif  i   Wilmington  'Del  |    Wltminglon    NC       Wilson 
Wmonoek  Wmdsor  Winnipeg  Wmsion-Salem  Wmter  Garden  Winter  Haven  Winter  Park  Wmterthur  Wisconsin  Rapids  Wittenoom, 
►gOhfl  Woodbridge  WtiOdlanrt  h.Hs   Worcester  Wr»ghtstOwn   Wroclaw  Wynyard   Yakima   Yalta    Yarmouth    Yellowknife    Yonkers 
York  Yorktown  Yosemite  National  P.i  -  Vuma  Zagreb  Zaragoza  Zarns  Zihuataneio  Z 


Get  your  Wizard  of  Avis  Number 

and  you'll  never  have  to  fill  out 

a  car  rental  form  again. 

Just  fill  out  this  application  once— and  that's  it.Thcn.The  Wizard  ot  Avis— 
the  most  sophisticated  computer  in  the  travel  world— takes  over.  It  will  give  you  a 
special  number.  Use  it  to  reserve  \our  Avis  car  and.thanks  toThe Wizard, your 
rental  lorm  will  be  all  filled  out  and  ready  to  sign  whenever  you  get  to  the  Avis 
counter  in  over  1,800  locations  all  over  the  world.  Nothing  could  be  faster.Or  easier. 


_Send  hll,  (o  HomcDw  CofniM., 


Card  to  be  used: 

HummIici 

llndiidrilllemn 

□  Avis 

No. 

D  AirTravel 

No 

□  American  Express 

Nn 

Z]  Cane  Blanche 

No 

DDiners'Club 

No 

□  Other  I'Specifyi 

No 

Usual  car  preference: 

D    Luxury  (Chrysler, Imperial, or  Equivalent) 

D    Standard  Fury, Polara.or  Equivalent) 

D    Intermediate  (Satellite  or  Equivalent) 

D    Economy  (Duster  or  Equivalent) 

Do  you  normally  purchase  the  collision 
damage  waiver  as  part  of  your  rentals?QYesONo 

Do  you  normally  purchase  safe  trip 
insurance  as  part  of  your  rentals/DYesDNo 
□    It  you  want  an  Avis  Charge  Card 
application,  check  here. 


Mail  to:  \vis.  900  Old  Country  Rd..  Garden  Cin.YY.  11530 
ttlentton:  Wizard  oJ  Avis.  Dept.  134 

Avis.We  try  harder. 


Avis  rents  sparkling  new  Plymouths  and  other  fine  cars. 


■ 
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Company 


f Rank 

Profitability    Growth 


Stock  Market 


industry 
Survey 
Pag* 


George  A  Hormel  284  646  599               166 

Houdaille  Industries  232  539  485              209 

Household  Finance  112  297  128  142,168 

Houston  Lt  &  Pow  207  194  315              198 

Houston  Natural  Gas  214  117  177              199 

Howard  Johnson   .  273  109  38              187 

Howmet  218  580  724              206 

Hygrade  Food  Prods  759  ••  302              166 

Hyster  309  469  196               117 

Illinois  Central  Inds  710  699  573  156,176 


Illinois  Power 
INA 

Indian  Head 
Ingersoll-Rand 
Inland  Steel 


Inmont 
Insilco 
Interco 
Interlake 
Intl  Basic  Econ 


Investors  Div  Serv 
Iowa  Beef  Packers 
l-T-E  Imperial 
Jefferson-Pilot 
Jewel  Companies 


Kane-Miller 
Kaufman  &  Broad 
Kayser-Roth 
Kellogg 
Kellwood 


Kelsey-Hayes 
Kennecott  Copper 
Kerr-McGee 
Keystone  Con  Inds 
Walter  Kidde 


Kimberly-Clark 
Kings  Dept  Stores 
Knight  Newspaper 
Koehring 
Koppers 


Kraftco 
S  S  Kresge 
Kroger 
Lane  Bryant 
Lear  Siegler 


282 
592 
109 
132 
580 


480 
54 
402 
472 
546 


659 
270 
197 
628 
577 


608 
530 
269 
522 
592 


117 
321 
348 
481 
235 


209 
396 
336 
166 
241 


601 
15 

421 
35 

185 


655 
6 
552 
234 
440 


583 
427 
300 
705 
538 


602 
664 
101 
572 
457 


671 
32 
119 
610 
551 


708 

71 

22 

687 

295 


320 
82 
417 
168 
344 


408 
49 
638 
236 
654 


449 
165 
620 
200 
369 


666 
672 
233 
396 
664 


387 
600 
397 
71 
173 


312 
1 

571 
206 
440 


585 
661 
203 
565 
691 


231 

214 

•* 

668 
414 


248 
11 
421 
119 
676 


198 

142 
156. 181 
154,  209 

207 


134 
184 
181 
207 
173 


IBM  58  131  297  162 

Intl  Harvester  652  508  355  117 

Intl  Minerals  &  Chem  722  350  506  134 

Intl  Multjfoods  528  249  296  166 

International  Nickel  262  620  588  206 

International  Paper  600  586  253  146 

Intl  Tel&  Tel  330  277  399  156 

Intl  Utilities  324  121  301  156 

Interstate  Brands  436  559  598  185 

Interstate  Stores  661  715  752  168 


142 
166 
129 

142 
173 


Jim  Walter  333  48  118  202 

Johns-Manville  433  316  305  202 

Johnson  &  Johnson  80  59  19  182 

Johnson  Service  161  220  294  209 

Jonathan  Logan  65  277  391  181 

Jones  &  Laughlin  724  659  555  207 

Joy  Manufacturing  393  466  316  209 

Kaiser  Alum  &  Chem  595  698  698  206 

Kaiser  Industries  699  714  709           154,210 

Kaiser  Steel  664  715  735  207 


185 
210 
181 
185 
181 


LeascoCorp  633  289  531 

Leaseway  Transport  34  51  28 

Libbey-Owens-Ford  276  372  473 

Libby,  McNeill  &  Lib  753  715  711 

Liggett  &  Myers  468  379  336 


117 
206 
106 
207 
156 

146.  182 
168 
187 
209 
154 

185 
168 
173 
168 
129, 156 

142 
176 
117 
185 
182 
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Profitability 
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Eli  Lilly 

Lincoln  Natl  Corp 
Litton  Industries 
Lockheed  Aircraft 
Loew's 


Lubrizol 
Lucky  Stores 
Lykes-Youngstown 
E  F  MacDonald's 
R  H  Macy 


Magnavox 
Malone  &  Hyde 
Mfrs  Hanover 
Marathon  Oil 
Marcor 


Masonite 

Massey-Ferguson 

Mattel 

May  Dept  Stores 

Oscar  Mayer 


McGraw-Edison 

McGraw-Hill 

McLouth  Steel 

Mead 

Mellon  Natl  Bank 


Metromedia 
Fred  Meyer 
Middle  South  Utils 
Midland-Ross 
Miles  Laboratories 


Morton-Norwich 
Motorola 
G  C  Murphy 
Murphy  Oil 
Nabisco 


National  Airlines 
Natl  Bank  of  Detroit 
National  Can 
Natl  Cash  Register 
National  City  Lines 


23 

427 

541 
748 

,30 


47 
251 
715 
700 

21 


33 

9 

740 

764 

355 


124 
31 
715 
715 
294 


52 

62 

317 

383 

548 


612 
104 
127 
583 
87 


228 
701 
686 
523 
148 


28 
569 
715 
352 
181 


374 
266 
744 
654 
500 


Melville  Shoe  12 

Mercantile  Stores  152 

Merck  17 

Merrill  Lynch  P  F  S  63 

MGM  749 


416 
213 
441 
674 
376 


487 
609 
702 
642 
272 

140 
120 
183 
250 
581 

475 
152 
207 
677 
631 


Minn  Mining  &  Manuf  56 

Missouri  Beef  Packer  151 

M;ssouri  Pacific  R  R  707 

Mobil  Oil  389 

Mohasco  Industries  540 


199 
52 
661 
235 
113 


Monfort  of  Colorado  479 

Monsanto  <      553 

Moore  94 

J  P  Morgan  &  Co  328 

Morrison-Knudsen  682 


238 
365 
566 
640 
166 


40 
489 
200 

76 
169 

319 
186 
471 
313 
429 


47 

41 

758 

755 

57 


112 
92 
687 
746 
282 


559 

23 

169 

512 

74 


22 
362 
317 
278 

70 


368 
730 
644 
516 
330 


36 
52 

109 

•• 

670 


299 
43 
376 
673 
340 


134 
522 
339 
156 
265 


419 
325 
227 
700 
592 


474 
164 
342 
715 
320 


356 

149 

89 

360 

454 
103 
359 
290 
218 

364 
249 
407 
669 
544 


Industry 

Survty 

Page 


182 

142 

156 

109 

182, 187 


Lone  Star  Gas  280  154  276  199 

Lone  Star  Industries  495  77  208  202 

Long  Island  Lighting  304  347  461  198 

M  Lowenstein  &  Sons  623  431  213  181 

LTV  767  715  761  156 


134 
173 
207 
173 
168 


184 
166 
141 
106 
146, 168 


Maremont  635  14  46               117 

Marine  Midland  Banks  268  262  374               141 

Marriott  181  55  26                187 

Marshall  Field  414  442  323               168 

Martin  Marietta  370  379  424  109,156 


202 
117 
187 
168 
166 


MCA 

569 

257 

621 

187 

J  Ray  McDermott 

496 

648 

534 

210 

McDonald's  Corp 

7 

13 

3 

185 

McDonnell-Douglas 

81 

39 

560 

109 

McDonough 

*>• 

•  * 

55 

181 

129 

187 
207 
146 
141 


168.  181 
168 
182 
142 
187 


187 
173 
198 
209 
182 

154 
166 
176 
106 
181 


185 

134 

146, 162 

141 
210 

182 
129.  184 
168 
106 
185 

177 
141 
146 
162 
176 


PROFITABILITY:  5-Year  Return  on  Equity.         GROWTH:  5  Year  Annual  Earnings  Per  Share  Growth.         STOCK  MARKET:  5  Year  Price  Gain. 
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FORBES,   JANUARY    1,    1973 


For  five  years  now, 

the  real  news  in  newspapers 

hasn't  been  on  the  front  page. 


It's  been  inside. 


The  real  news  has  been  financial.  That  news- 
papers, as  a  business,  mean  business.  Good  busi- 
ness. We've  been  saying  that  right  along,  but  it 
took  the  lean  years  of  the  recent  past  to  prove  a 
point. 

Take  Gannett.  Since  we  went  public  in  1967, 
we've  grown.  From  30  daily  papers  to  today's  53. 
From  5  states  to  16,  plus  Guam. 

Revenues  have  mushroomed.  From  $111  million 
just  five  years  back  to  over  $238  million  in  1971. 
The  stats  for  '72  aren't  final  yet,  but  then  every 
quarter  since  we  went  public  has  been  a  record 
quarter. 

Sure,  we've  been  setting  new  records  and  ad- 
justing our  goals  upward,  but  our  basic  philoso- 
phy about  publishing  hasn't  changed.  We're 
known  for  our  policy  of  local  autonomy — letting 


CALIFORNIA  •  San  Bernardino  Evening  Telegram  •  San  Bernardino  Sun 
CONNECTICUT  •  Hartford  Times 

FLORIDA  •  Cocoa  Today  •  Fort  Myers  News-Press  •  Melbourne  Times  •  Pensacola 
£  Journal  •  Pensacola  News  •  Titusv.lle  Star-Advocate 
GUAM  •  Pacific  Daily  News  •  Pacific  Dateline 

HAWAII   •   Honolulu  Star-Bulletm   •   Sunday  Star-Bu'let.n  and  Ad.e't'Ser 
IDAHO  •  Bo.se  Salesman 

ILLINOIS  •  Danville  Commercial-News  •  Rockford  Morn.ng  Star  •  Rockford 

^^^Ber-Republ.c 

INDIANA   •   Lafayette  Journal  and  Courier   •   Ma-. on  Chronicle-Tr.&une 
MICHIGAN  •  Battle  Creek  Encuirer  and  News  •  Lansing  State  louma.   •  Port  Huron 
•  s  Herald 

NEW  JERSEY  •  Camden  Courier-Post  •  Plamfield  Couner-News 

NEW  YORK  •  Beacon  News  •  Bmghamton  Evening  Press  •  Bmghamton  Sun-Bulletm 


local  editors  and  publishers  keep  their  own  papers 
in  the  black.  But  thanks  to  a  headquarters  staff 
that  we  feel  is  second  to  none,  we  can  offer  them 
help  in  production,  marketing,  finance,  and  more, 
if  they  need  it.  We've  gone  literally  millions  of 
miles,  sharing  company  secrets.  And  learning  new 
ones  along  the  way. 

We  think  our  theory  of  group  dynamics  works. 
We'd  be  proud  to  show  you  how  well.  Drop  us  a 
line  and  we'll  fire  off  our  fourth-quarter  state- 
ment now.  And  our  annual  report  when  it's  out. 


Corporate  Secretary, 
Gannett  Co.,  Inc., 
55  Exchange  St., 
Rochester,  N.Y.  14614 


Gannett 


•  Elmira  Star-Gazette  (Morning  &  Evening)  •  Saratoga  Springs  Saratogian  •  Ithaca 

Journal   ■   Newburgh  Evening  News   •   Niagara  Falls  Gazette   •   Rochester  Democrat 

and  Chronicle  •  Rochester  Times-Union  •  Utica  Daily  Press  •  Utica  Observer-Dispatch 

PENNSYLVANIA   •   Chambersburg  Public  Opinion 

TENNESSEE  •  Nashville  Banner 

TEXAS  •  E   Paso  Times 

VERMONT   •   Bur.mgton  Free  Press 

WASHINGTON    •    Bel'mgham  Herald    •    Olympia  Daily  Olympian 

WEST  VIRGINIA   •  Huntington  Herald-Dispatch  •  Huntington  Advertiser 

WESTCHESTER,  ROCKLAND  NEWSPAPERS  •  Mamaroneck,  N  Y .  Daily  Times  • 
Mount  Vernon  N  Y  .  Daily  Argus  •  New  Rochelle,  N  Y  ,  Standard  Star  •  Nyack- 
Rockland.  N  Y  .  Journal-News  •  Port  Chester.  N  Y  ,  Daily  Item  •  Tarrytown.  NY., 
Da  ly  News  •  White  Plains.  N.Y  .  Reporter  Dispatch  •  Yonkers,  N  Y  .  Herald  States- 
man •  Ossmmg.  N  Y  ,  Citizen-Register 


Newspapers  hit  100  million  readers.  Every  day. 

That's  77%  of  Americans  over  18.  With  an  average 
reading  time  of  30-40  minutes  per  day,  each  of -us 
will  open,  look  at.  and  read  12.000  pages  this  year, 
says  a  recent  ANPA  Bureau  of  Advertising  study. 
It's  readership  like  this  that  keeps  newspaper  ad 
revenues  steadily  rising,  now  at  nearly  twice  the 
rate  of  TV  and  magazine  advertising.  Amazing? 
Not  really.  Can  you  picture  tomorrow  without  at 
least  one  newspaper? 
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Company 
Philip  Morris 

Profitability 

42 

Growth 
56 

Stock  Mark 
8 

et            Page 

Natl  Dist  &  Chem 

586 

562 

486 

154,  185 

182 

National  Fuel  Gas 

545 

215 

409 

199 

Philips-Van  Heusen 

521 

167 

246 

181 

National  General 

562 

20 

270 

142, 187 

Phillips  Petroleum 

582 

515 

310 

106 

National  Gypsum 

603 

224 

498 

202 

Pi'lsbury 

432 

509 

286 

185 

National  Homes 

537 

8 

38 

202 

Pitney-Bowes 

404 

562 

665 

162 

National  Industries 

737 

683 

750 

156 

Pittston 

129 

375 

139 

106 

National  Kinney 

*  • 

156 

Polaroid 

105 

567 

436 

182,  187 

National  Serv  Inds 

54 

163 

241 

156 

H  K  Porter 

730 

712 

580 

209 

National  Steel 

589 

605 

442 

207 

Potlatch  Forests 

677 

649 

476 

146 

National  Tea 

642 

681 

617 

173 

Potomac  Elec  Power 

502 

327 

428 

198 

Needham  Packing 

295 

321 

712 

166 

PPG  Industries 

577 

195 

221 

154.  202 

New  England  Electric 

467 

267 

377 

198 

Procter  &  Gamble 

79 

133 

80 

182 

Newmont  Mining 

216 

61 

403 

206 

Provident  National 

332 

157 

605 

142 

N  Y  State  Elec  &  Gas 

401 

497 

510 

198 

Public  Service  Colo 

425 

392 

366 

198 

New  York  Times 

172 

628 

728 

187 

Pub  Serv  Elec  &  Gas 

357 

523 

538 

198 

Niagara  Mohawk  Power 

481 

361 

467 

198 

Pueblo  International 

64 

607 

683 

173 

NL  Industries 

479 

630 

647 

154 

Pullman 

629 

606 

451 

209 

NLT  Corp 

388 

117 

181 

142 

Purex 

371 

404 

642 

182 

Norfolk  &  Western  Ry 

663 

694 

543 

176 

Quaker  Oats 

240 

116 

66 

185 

Norris  Industries 

28 

187 

159 

202 

Questor 

503 

359 

259 

117 

North  Amer  Philips 

594 

599 

466 

129 

RCA  Corp 

515 

557 

563 

129.  184.  187 

North  Am  Rockwell 

446 

505 

509 

109,  117 

Ralston  Purina 

171 

237 

126 

185 

Northeast  Utilities 

361 

266 

429 

198 

Rap  d-American 

11 

338 

483 

168,  181 

Northern  Illinois  Gas 

334 

365 

489 

199 

Rath  Packing 

718 

762 

535 

166 

No  Ind  Public  Serv 

263 

309 

425 

199 

Raytheon 
Reliance  Electric 

201 
256 

325 
560 

591 
556 

109.  129 

Northern  Natural  Gas 

483 

396 

457 

199 

129 

North  States  Power 

300 

290 

389 

198 

Republic  Steel 

681 

688 

602 

207 

Northrop 

312 

545 

650 

109 

Revere  Csppr  &  Brass 

668 

715 

729 

206 

Northwest  Bancorp 

306 

143 

86 

141 

Revlon 

74 

189 

261 

182 

Northwest  Industries 

422 

218 

507 

156 

Rex  Chainbelt 

468 

456 

490 

209 

Northwest  Airlines 

430 

667 

474 

177 

Reynolds  Metals 

691 

715 

717 

206 

Norton 

616 

481 

502 

209 

R  J  Reynolds  Inds 

53 

244 

271 

182 

Norton  Simon 

246 

80 

110 

185 

Richardson-Merrell 

237 

208 

150 

182 

NVF 

14 

* " 

273 

207 

Richmond  Corp 

276 

97 

87 

142 

Occidental  Petroleum 

560 

715 

710 

106 

Rich's 

29  7 

371 

247 

168 

Ogden 

530 

594 

721 

156 

Riviana  Foods 

27 

127 

121 

185 

Ohio  Casualty 

107 

32 

20 

142 

Roadway  Express 

27 

25 

15 

176 

Ohio  Edison 

284 

478 

448 

198 

H  H  Robertson 

441 

487 

388 

202 

O'in  Corp 

660 

665 

715 

154 

Rockwell  Mfg 

358 

412 

252 

209 

Omega-Alpha 

•* 

** 

156 

Rohm  &  Haas 

498 

405 

113 

134 

Otis  Elevator 

419 

365 

456 

202 

Rohr  Industries 

219 

613 

641 

109 

Outboard  Marine 

205 

122 

237 

187 

Rcper 

486 

353 

303 

184 

Owens-Corning  Fiberg 

457 

151 

168 

202 

Ryder  System 

91 

53 

14 

176 

Owens-Illinois 

444 

383 

552 

146 

Safeco 

395 

58 

33 

142 

Pabst  Brewing 

188 

180 

60 

185 

Safeway  Stores 

191 

176 

166 

173 

PACCAR 

96 

140 

95 

209 

St  Joe  Minerals 

83 

455 

381 

206 

Pac  Gamble  Robinson 

413 

63 

133 

166 

St  Louis-San  Fran  Ry 

639 

409 

434 

176 

Pacific  Gas  &  Elec 

403 

361 

470 

198 

St  Paul  Companies 

448 

62 

25 

142 

Pacific  L.ghting 

529 

416 

477 

199 

St  Regis  Paper 

622 

458 

219 

146 

Pan  Am  World  Airways 

755 

715 

678 

177 

Santa  Fe  Industries 

703 

597 

318 

176 
146 

Panhandle  East  Pipe 

124 

354 

293 

199 

Saxon  Industries 

67 

715 

280 

Parker-Hannifin 

157 

513 

439 

209 

F  &  M  Schaefer 

558 

668 

719 

185 

Ralph  M  Parsons 

60 

626 

179 

210 

Schering-Plough 

21 

64 

•  • 

182 

Parkview-Gem 

703 

715 

759 

168 

Jos  Schlitz  Brewing 

153 

66 

10 

185 

Penn  Central 

:■■  :;- 

762 

176 
202 

Schlumberger 

182 

103 

7 

129.210 

Penn-Dixie  Cement 

692 

589 

714 

SCM 

708 

711 

723 

156 

Penn  Fruit 

669 

715 

595 

173 

SCOA  Industries 

497 

674 

337 

181 

i  C  Penney 

85 

232 

53 

168 

Scot  Lad  Foods 

113 

126 

226 

166 

Penn  Power  &  Light 

375 

427 

438 

198 

Scott  Paper 

513 

614 

631 

146.  182 

Penn  wait 

614 

657 

675 

134 

106 

Scovill  Mfg 

325 

357 

232 
341 

184 

Pennzoil  United 

254 

596 

610 

Seaboard  Coast  Line 

665 

105 

176 

Peoples  Drug  Stores 

645 

496 

282 

163 

G  D  Searle 

10 

164 

176 

182 

Peoples  Gas 

319 

291 

345 

199 

Sears,  Roebuck 

179 

191 

116 

142, 168 

PepsiCo 

66 

197 

96 

185 

Sec  Pac  Nat  Bank  Cat 

329 

185 

235 

141 

Perkin-Elmer 

361 

384 

130 

Servomation 

167 

369 

508 

166 

Pet 

493 

243 

426 

Sheller-Globe 

264 

621 

332 

117 

Petrolane 

47 

78 

54 

106 

Shell  Oil 

423 

542 

493 

106 

Pfizer 

98 

219 

153 

182 

Sherwin-Williams 

581 

532 

327 

202 

Phelps  Dodge 

221 

349 

367 

206 

Shop-Rite  Foods 

588 

644 

651 

1/3 

Phiia  Electric 

450 

467 

539 

198 

Signal  Companies 

696 

634 

632 

11/.  156 
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ARE  THERE  ANY'EASY"  SOLUTIONS 
TO  OUR  NATION'S  ENERGY  NEEDS? 


If  you  have  been  reading  the 
papers,  you  must  know  —  the 
United  States  will  be  facing  short- 
ages of  various  kinds  of  energy. 
We're  caught  between  a  rising 
demand  for  energy  and  a  steady 
decrease  in  readily  available 
supplies.  In  what  we  call  the 
"lower  48"  states,  oil  reserves 
have  gone  down  for  several  years 
in  a  row.  Yet  the  American  public 
uses  more  than  650,000,000 
gallons  a  day  of  petroleum  prod- 
ucts. And  with  more  people  using 
more  oil  each  year,  our  nation's 
demand  will  be  even  greater  in 
the  future. 

Is  there  an  easy  way  out  of  this 
energy  "squeeze"?  We  know  of 
no  easy  way.  Let's  examine  some 
of  the  suggested  solutions  and  see. 

1.WHY  CANT  WE  JUST 
USE  LESS  ENERGY? 

We  should  conserve  all  the 
energy  we  can.  by  using  it  more 
efficiently,  by  not  wasting  it.  That 
would  help  a  lot.  But  not  nearly 
enough.  Are  we  really  ready  to 
give  up  certain  things  that  have 
become  vital  to  our  standard 
of  living? 

America  runs  on  energy.  Our 
cars  and  trains  and  planes  and 
ships.  The  power  plants  that 
provide  our  electricity.  The  fur- 
naces that  heat  our  homes.  The 
machines  that  do  our  work— that 
raise  our  food,  that  make  our 
clothes,  that  build  our  buildings. 

And  the  biggest  source  of  this 
energy  is  petroleum— oil  and 
natural  gas  together  providing 
more  than  three-quarters  of 
the  energy  we  now  use. 

If  we  lower  our  use  of  petro- 
leum, we' redoing  to  lower  our 
standard  of  living. 

A  plentiful  supply  of  energy  at 
a  reasonable  cost  has  made  us 
the  great  country  we  are.  There 


should  be  no  deliberate  policy  of 
arbitrarily  restricting  the  use 
of  energy. 

2.  WHY  CANT  WE  JUST  GET 
ALLTHEOILWENEED 
FROM  OTHER  COUNTRIES? 

One  way  to  prevent  possible 
shortages  is  to  import  oil  from 
abroad.  And  we're  doing  so  — 
almost  5  million  barrels  a  day  of 
crude  oil  and  refined  products. 
This  works  out  to  about  one- 
fourth  of  our  total  needs. 

But— with  our  growing  needs— 
by  1985  we  will  have  to  import 
more  than  half  of  all  our  oil, 
unless  we  act  now. 

To  become  overly  dependent 
on  foreign  oil  could  endanger  our 
nation's  security.  If  we  don't  have 
adequate  supplies  of  energy  avail- 
able for  our  homes,  factories, 
and  industry,  we  will  be  unable 
to  compete  with  other  nations  of 
the  world. 

Then,  too  —  and  this  is 
a  most  serious  problem  —  if  we 
bring  in  more  than  half  our  oil 
from  abroad,  the  adverse  effect 
on  our  balance  of  payments 
would  be  as  much  as  25  billion 
dollars  a  year—  a  crushing  level. 

Moreover,  if  foreign  supplies 
are  cut  off.  we  won't  be  able  just 
to  turn  on  a  faucet  and  get  all  the 
oil  we  need.  It  takes  time  to  find 
oil  and  drill  for  it  and  bring  it 
to  market.  Often  as  long  as  4  to 
7  years,  or  even  more. 

3.  SO  LETS  DEVELOP  OUR 
DOMESTIC  SOURCES. 

Why  not  indeed?  We  should. 
There's  a  lot  of  oil  left  in  the  United 
States.  If  we  use  it  wisely,  if  we 
supplement  but  not  supplant  it 
with  foreign  supplies,  and  if 
we  develop  the  new  technology 
needed  for  other  sources  of 
energy,  it  will  last  us  a  long  time. 

Under  our  offshore  waters 
especially,  government  experts 


believe,  are  billions  of  barrels  of 
oil— probably  more  oil  than  the 
United  States  has  consumed 
in  its  entire  history— and  a  lot 
of  gas.  too. 

So  what's  been  keeping  us 
from  tapping  these  sources  to 
solve  our  shortages? 

In  part,  costs.  Offshore  oil  is 
almost  always  expensive  oil.  In 
part,  government  action.  The  U.S. 
Government  has  not  made  pros- 
pective offshore  acreage  readily 
available  for  exploratory  drilling. 

In  part,  environmental  worries. 
Some  reasonable.  Some  not. 

There  have  been  problems. 
We  admit  it.  But  problems  de- 
mand solutions,  and  the  solutions, 
developed  and  improved  over 
many  years,  are  at  hand. 

In  the  past  25  years,  more  than 
14,000  wells  have  been  drilled  off 
our  shores  —  and  only  one,  off 
Santa  Barbara.  California,  pro- 
duced a  blowout  that  caused 
serious  pollution  to  the  shoreline. 
And  the  pollution  that  resulted 
was  only  temporary.  The  oil  spill 
was  so  well  cleaned  up  that, 
today,  the  Santa  Barbara  beaches 
—and  marine  life— show 
no  signs  of  permanent  damage. 

There's  one  more  factor  that's 
holding  things  up  —  and  that's 
money.  In  exploratory  drilling, 
only  about  1  in  60  wells  pays  off 
commercially.  Yet,  the  economic 
incentives,  such  as  percentage 
depletion,  which  are  so  necessary 
in  the  risky  search  for  oil,  have 
been  decreased  in  recent  years 
instead  of  being  increased.  As  a 
result,  there's  not  only  an  "energy 
gap"  but  a  "capital  gap." 

When  you  consider  the  alterna- 
tives, it  would  seem  that  the  best 
way  to  solve  the  energy  "squeeze" 
is  to  develop  more  of  our  own 
domestic  reserves. 

Itexaco] 


Where  to  Find  a  Company 


Company 

r 

Profitability 

Rank 

Growth 

Stock  Market 

Industry 
Survey 
P*ge 
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f 
Profitability 

Rank 

Growth 

Stock  Market 

Industry 

Sunwy 

Pig« 

Signode 

116 

213 

64 

209 

Twentieth-Cent  Fox 

761 

678 

722 

187 

Simmons 

483 

160 

197 

181 

UAL 

719 

676 

645 

177 

Singer 

368 

484 

386 

156. 184 

Unionamerica 

135 

30 

69 

141 

Skaggs  Companies 

121 

518 

243 

168 

Union  Camp 

365 

301 

79 

146 

Skyline  Corp 

1 

5 

4 

202 

Union  Carbide 

491 

505 

393 

134, 154 

A  0  Smith 

567 

502 

306 

117 

Union  Electric 

382 

525 

505 

198 

Smith  Kline  &  French 

22 

422 

329 

182 

Union  Oil  California 

472 

571 

587 

106 

Southern  Cal  Edison 

492 

437 

513 

198 

Union  Pacific 

697 

670 

146 

176 

Southern  Company 

493 

370 

545 

198 

Uniroyal 

535 

512 

593 

117 

Southern  Natural  Gas 

176 

160 

215 

199 

United  Aircraft 

709 

715 

636 

109 

So  New  England  Tel 

539 

415 

413 

198 

United  Brands 

675 

715 

731 

185 

Southern  Pacific 

646 

575 

192 

176 

United  Merch  &  Mfrs 

572 

593 

497 

181 

Southern  Railway 

613 

193 

97 

176 

U  S  Fidelity  &  Guar 

596 

134 

152 

142 

Southland  Corp 

129 

73 

83 

173 

U  S  Freight 

156 

260 

629 

176 

Southwest  Forest  Ind 

463 

81 

189 

146 

United  States  Gypsum 

558 

247 

479 

202 

Southwestern  Life 

314 

256 

623 

142 

U  S  Home 

3 

7 

230 

210 

Spencer  Foods 

725 

715 

742 

166 

U  S  Industries 

61 

246 

417 

156 

Sperry  &  Hutchinson 

51 

309 

542 

173 

United  States  Shoe 

231 

425 

460 

181 

Sperry  Rand 

418 

424 

399 

154, 162 

United  States  Steel 

662 

623 

514 

207 

Springs  Mills 

714 
36 

328 
291 

592 
186 

181 
129 

United  Teleccmmun 

203 

344 

530 

198 

Square  D 

Universal  Leaf 

395 

364 

324 

166 

Squibb  Corp 

20 

34 

117 

182 

Universal  Oil  Prods 

728 

615 

658 

156 

A  E  Staley  Mfg 

597 

590 

468 

166 

Upjohn 

178 

295 

77 

182 

Standard  Brands 

169 

285 

207 

185 

USLIFE 

294 

117 

84 

142 

Standard  Oil  (Calif) 

407 

356 

267 

106 

USM 

688 

669 

701 

209 

Standard  Oil  (Ind) 

447 

304 

194 

106 

UV  Industries 

507 

521 

659 

209 

Standard  Oil  (Ohio) 

550 

662 

266 

106 

Varian  Associates 

721 

658 

638 

129 

Stanley  Works 

404 

68 

81 

202 

VF  Corp 

135 

110 

136 

181 

Stauffer  Chemical 

438 

520 

422 

134 

Virginia  Elec  &  Pow 

363 

341 

574 

198 

Sterling  Drug 

30 

214 

205 

182 

Vomado 

471 

453 

657 

168 

J  P  Stevens 

702 

703 

630 

181 

Vulcan  Materials 

429 

464 

245  • 

202 

Stokely-Van  Camp 

625 

530 

692 

185 

VWR  United 

652 

689 

569 

166 

Stop  &  Shop 

466 

619 

577 

173 

Wachovia 

150 

282 

123 

141 

Levi  Strauss 

•• 

65 

*« 

181 

Waldbaum 

247 

489 

494 

173 

Studebaker-Worthingt 

257 

449 

482 

156 

Walgreen 

339 

499 

649 

168 

Sun  Oil 

453 

534 

496 

106 

Wallace  Murray 

147 

629 

653 

209 

Sunbeam 

510 

254 

313 

184 

Ward  Foods 

735 

715 

747 

185 

Sundstrand 

619 

672 

696 

209 

Warnaco 

450 

434 

242 

181 

Super  Food  Services 

549 

503 

492 

166 

Warner  Communication 

** 

•  • 

*• 

187 

Super  Valu  Stores 

155 

410 

371 

166 

Warner-Lambert 

87 

158 

101 

182 

Supermarkets  General 

92 

417 

328 

173 

Washington  Natl  Corp 

545 

540 

333 

142 

Swift 

680 

1 

347 

166 

Del  E  Webb 

353 

10 

300 

210 

Sybron 

356 

400 

446 

156 

J  Wein^arten 

394 

587 

500 

173 

Sysco 

87 

67 

•• 

166 

We;s  Markets 

46 

209 

172 

173 

Talley  Industries 

574 

641 

699 

184 

Wells  Fargo 

452 

373 

199 

141 

Tandy 

100 

27 

34 

168, 187 

West  Pomt-PeDperell 

655 

647 

635 

181 

Tecumseh  Prods 

83 

252 

174 

209 

Western  Air  Lines 

698 

547 

254 

177 

Teledyne                     „ 

283 

229 

705 

109, 129, 156 

Western  Bancorp 

340 

178 

287 

141 

Tenneco 

244 

373 

383 

156,  199 

Western  Union 

676 

423 

202 

198 

Texaco 

194 

419 

465 

106 

Westinghouse  Elec 

395 

280 

274 

129,  154.  184 

Texas  Eastern  Trans 

101 

168 

73 

199 

Westvaco 

638 

640 

322 

146 

Texas  Gas  Trans 

386 

500 

351 

199 

Wetterau  Foods 

78 

132 

268 

166 

Texas  Gulf  Sulphur 

161 

673 

680 

206 

Weyerhaeuser 

248 

155 

56 

146, 202 

Texas  Instruments 

346 

202 

188 

129 

Whee!inq-Pitts  Steel 

717 

»» 

277 

207 

Texas  Utilities 

186 

233 

314 

198 

Whirlpool 

70 

147 

93 

184 

Textron 

141 

425 

594 

156 

White  Consolidated 

205 

410 

541 

156 

Thiokol  Chemical 

468 

205 

420 

134 

White  Motor 

739 

715 

734 

117 

Thriftimart 

716 

715 

725 

173 

WhHtaker 

385 

690 

754 

156 

Thr.fty  Drug  Stores 

259 

326 

338 

168 

Wlckes 

376 

514 

431 

202 

Time  Inc 

456 

595 

663 

187 

Wi  liams  Companies 

72 

90 

141 

210 

Times-Mirror 

222 

279 

307 

187 

Winn-Dixie  Stores 

43 

187 

100 

173 

Timken 

400 

486 

402 

117 

Wisconsin  Elec  Power 

489 

287 

385 

198 

Trane 

316 

306 

284 

209 

Witco  Chemical 

351 

441 

365 

134 

Trans  U  lion  Corp 

232 

283 

224 

209 

F  W  Woolworth 

512 

448 

239 

168 

Trans  World  Airlines 

736 

517 

445 

177 

Xerox 

18 

84 

209 
30 

162 
176 

Transamerica 

547 

454 

504 

142.  156 

Yellow  Freight  System 

5 

35 

Transcont  Gas  Pipe 

111 

303 

475 

199 

Zale 

289 

433 

524 

168 

Travelers 

561 

91 

163 

142 

Zapata 

118 

40 

582 

210 

TRW 

176 

481 

568 

156 

Zayre 

164 

379 

255 

168 

Turner  Construction 

50 

74 

167 

210 

Zenith  Radio 

90 

511 

472 

184 
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Otis  now  introduces 
the  glass-walled, 
outside-mounted,  all- 
weather,  high-speed, 
solid-state,  computer- 
controlled,  double-deck 
elevator  system. 

Do  you  have  a  building 
that's  ready  for  it? 


If  you're  interested  in  the  Otis  double-deck 
concept,  inside  or  outside  your  building, 
write  to  us.  We'll  show  you  current  double- 
deck  installations  and  detail  our  experience 
with  tandem  cars  that  goes  back  to  the  very 
first  units  installed.  We'll  also  explain  the 
economies  of  double-deck  installation 
and  operation,  and  the  significant  sav- 
ings made  possible  by  am  re 
this  Otis  innovation.  ™  ™  ** 
Write  to  Dept.  Dl,  Otis 
Elevator  Company,  260 
Eleventh  Avenue,  New 
York,  New  York  10001.  HAS  A  SYSTEM 
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Canyoufind 

the  electric  wires 

in  this  picture? 


That  isn't  really  a  fair  question. 

You'd  need  X-ray  vision  to  see 
the  electric  wires  in  Columbia,  Mary- 
land. 

Columbia  is  a  new  city,  planned 
in  detail  before  a  shovelful  of  earth 
was  ever  moved. 

One  of  the  first  things  planners 
settled  on  was  underground  electricity. 
Virtually  every  inch  of  electric  wire  is 


buried  beneath  the  ground. 

General  Electric  helped  the  Bal- 
timore Gas  &  Electric  Company  do  it. 

Until  recently,  underground  elec- 
tricity was  economical  only  for  down- 
town commercial  areas  of  the  larger 
cities. 

But  that's  changed.  Greatly.  So 
much  so,  it's  estimated  that  by  1975, 
70%  of  all  distribution  wires  to  new 
construction  will  be  underground. 

General  Electric  helped  bring  on 
the  change  by  designing  new  kinds  of 
underground  equipment.  Transform- 
ers that  can  withstand  harsh  under- 
ground conditions  for  years  on  end. 


And  cables  specially  designed  to  be 
so  durable  they  can  be  buried  right  in 
the  ground. 

General  Electric  is  also  working 
on  ways  to  spruce  up  the  looks  of 
overhead  power  distribution  systems. 
And  they're  working  on  nuclear  plants 
to  help  cut  down  on  air  pollution. 

There's  a  lot  to  be  done  for  the 
cities,  old  and  new.  And  General 
Electric  is  helping. 


OUR  NO  1  GOAL 

TO  MAKE 

GENERAL  ELECTRC 

YOUR  BEST  BUY 


Men 

helping 

Man 


GENERAL 


ELECTIUS 


We  deliver  Canada. 

Contact  the  helpful  bank  for  your  copy  of 
Businessman's  Canada'' 


// 


In  the  104  winters  that  we've  been 
I  ^m^  I       around  in  Canada,  Royal  Bankers  have 
I    »l^  moved  from  the  6  dog  power  sled 

II      to  the  1 72,000  lbs.  thrust  of  the  747. 
And  that's  the  kind  of  Canada  we  can  deliver— urban, 
industrial,  and  growing.  If  your  company  would 
like  to  grow  in  this  kind  of  environment,  we  have  over 
1 ,200  branches  coast  to  coast.  For  starters,  our 
BUSINESSMAN'S  CANADA  gives  you  just  about  all 
the  practical  information  you  need  about  taxes. 


labour,  tariffs,  government  policies,  economic 

conditions  and  regional  differences. 

The  book  is  yours,  in  fair  exchange  for  a  request  on  your 

corporate  letterhead. 

Then  see  just  how  helpful  we  can  be. 

TH  E  ROYAL  BAN  K  O  F  CAN  ADA 

Now  York  Agency.  68  William  St    N  Y    10005 

Also  in  Chicago.  Dallas.  Los  Angeles 

Head  Office   Place  Ville  Marie   Montreal 

Toronto   20  King  Street  West 

Over  1300  offices  in  Canada  and  around  the  world 


Argentina  •  Australia  •  Bahamas  •  Belgium  •  Brazil  •  British  Honduras  •     ayn     i     Colombia  •  Dominican  Republic  •  Eastern  Caribbean  •  France  •  Fr< 

Germany  •  Great  Britain  •  Guyana  •  Haiti  •  Hong  Kong  •  Jamaica  •  Jap.   i  ■  Lebo  >on  •  Puerto  Rico  •  Trinidad  &  Tobago*  United  States  •  Venezuol.)  •  Virgin  Islands 


Who's 

Where 

in 

Profitability 


How  profitable  is  U.S.  industry?  Probably  less  so  than 
you  think.  Over  the  latest  five  years,  the  median  figure  for 
return  on  capital  among  the  780  companies  covered  in  this 
Annual  Report  is  just  8.1%.  Leveraging  with  borrowed 
money  produces  a  higher  figure  for  return  on  stockhold- 
ers' equity:    11.3%.   But  neither  is  an  astoundingly  high 


figure,  considering  all  the  risks  involved  in  doing  business. 

Little  wonder  tight  money  slowed  the  economy  in  1970 
and  1971:  How  long  could  managements  go  on  borrowing 
at  9%  to  make  investments  which  might  yield  only  8%? 

What  is  especially  interesting  about  the  Forbes  Prof- 
itability Yardsticks,  however,  is  the  tremendous  variation 
among  companies.  Fifty-six  of  them  have  averaged  five- 
year  returns  of  20%  or  better  on  stockholders'  equity- 
good  by  any  standard.  Another  113  did  better  than  15%. 
In  some  cases,  these  were  the  more  fortunate  companies: 
They  were  in  growing  industries.  But  good  management 
counted  for  at  least  as  much  as,  and  probably  more  than, 
good  luck.  The  other  side  of  the  coin  is  this:  A  full  127 
companies,  about  one  in  six,  earned  6%  or  less  on  equity. 
Stockholders  could  have  better  invested  in  bonds. 

Caution.  Where  return  on  equity  is  high  but  return  on 
capital  is  low,  this  may  be  a  sign  that  the  company  is  too 
highly  leveraged.  Its  high  return  may  not  be  so  much  due 
to  efficiency  as  to  a  willingness  to  borrow  heavily.  Watch 
also  for  cases  where  the  five-year  return  is  good  but  the 
return  in  the  latest  12  months  is  less  so.  Such  companies 
may  simply  have  suffered  a  single  bad  year;  but  it  is  also 
possible  that  they  are  no  longer  able  to  maintain  their 
former  high  profitability.  ■ 


5-Year* 

Latest  12-Month 
*           Return  on          ^ 
EQUITY  TOTAL  CAPITAL 

5-Year* 

Latest  12-Month 

EQUITY            TOTAL  CAPITAL 

EQUITY             TOTAL  CAPITAL 

x            Return  on           "v 
EQUITY  TOTAL  CAPITAL 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Skyline  Corp 

1 

51.4 

1 

51.6 

40.8 

40.7 

Avnet 

41 

21.6 

151 

12.2 

17.1 

11.0 

Fleetwood  Enterprise 

2 

46.4 

2 

47.3 

35.2 

36.4 

Philip  Morris 

42 

21.6 

115 

13.0 

21.6 

13.8 

U  S  Home 

3 

40.6 

33 

18.4 

29.4 

13.8 

Winn-Dixie  Stores 

43 

214 

21 

20.9 

20.8 

21.0 

Avon  Products 

4 

404 

3 

35.9 

38.0 

33.9 

Champion  Spark  Plug 

44 

21.3 

42 

17.4 

20.3 

17.3 

Yellow  Freight  System 

5 

40.4 

74 

14.7 

41.7 

17.9 

Bristol-Myers 

45 

21.3 

41 

17.5 

17.8 

14.4 

Centex 

6 

38.9 

148 

12.3 

20.3 

9.6 

Weis  Markets 

46 

21.2 

19 

21.0 

18.1 

18.0 

McDonald's  Corp 

7 

33.5 

51 

16.5 

31.5 

14.3 

Petrolane 

47 

21.1 

133 

12.6 

24.4 

12.8 

Am  Home  Products 

8 

3L8 

4 

27.0 

32.2 

26.6 

Govt  Employees  Ins 

48 

21.0 

17 

21.6 

23.1 

23.3 

Lucky  Stores 

9 

31.7 

53 

16.1 

30.9 

15.4 

Eastman  Kodak 

49 

20.8 

27 

19.7 

20.4 

19.0 

G  D  Searle 

10 

29.9 

11 

24.5 

28.8 

20.4 

Turner  Construction 

50 

20.7 

38 

17.6 

24.0 

20.1 

Rapid-American 

11 

29.6 

275 

9.8 

12.8 

6.2 

Sperry  &  Hutchinson 

51 

20.6 

25 

20.0 

17.3 

15.4 

Melville  Shoe 

12 

29.2 

13 

22.9- 

24.5 

17.0 

Magnavox 

52 

20.5 

35 

18.2 

13.3 

12.1 

Gillette 

13 

28.5 

16 

22.3 

24.7 

19.7 

R  J  Reynolds  Inds 

53 

20.3 

56 

16.0 

21.8 

13.8 

NVF 

14 

28.4 

689 

3.8 

35.1 

4.4 

National  Serv  Inds 

54 

20.2 

49 

16.8 

19.5 

16.9 

Kaufman  &  Broad 

15 
16 

28.0 
27.8 

89 
7 

14.0 
25.4 

19.2 
27.3 

11.3 
24.4 

Emerson  Electric 

55 

20.2 

44 

17.4 

19.4 

16.7 

Coca-Cola 

Minn  Mining  &  Manuf 

56 

20.0 

29 

19.3 

19.8 

17.8 

Merck 

17 

27.4 

6 

25.9 

27.7 

25.3 

Hoover  Ball  Bearing 

57 

19.9 

68 

15.2 

21.7 

14.7 

Xerox 

18 

26.7 

34 

18.4 

23.4 

15.1 

IBM 

58 

19.8 

36 

18.1 

18.7 

17.2 

Combined  Insurance 

19 

26.2 

8 

25.3 

20.2 

20.2 

Anheuser-Busch 

59 

19.6 

126 

12.8 

25.5 

14.0 

Squibb  Corp 

20 

25.7 

5 

262 

16.3 

12.1 

Ralph  M  Parsons 

60 

19.5 

28 

19.5 

12.9 

13.2 

Schering-Plough 

21 

25.1 

10 

24.7 

26.4 

25.1 

U  S  Industries 

61 

19.4 

47 

16.8 

16.0 

12.4 

Smith  Kline  &  French 

22 

25.1 

9 

24.8 

22.7 

21.7 

Malone  &  Hyde 

62 

19.3 

60 

15.7 

18.1 

15.7 

Eli  Lilly 

23 

24.9 

14 

22.4 

29.8 

21.7 

Merrill  Lynch  P  F  S 

63 

19.2 

32 

18.7 

16.8 

16.6 

Fisher  Foods 

24 

24.6 

100 

13.4 

23.3 

10.8 

Pueblo  International 

64 

19.1 

105 

1.2 

7.7 

5.6 

Amerada  Hess  . 

25 

23.8 

71 

14.9 

16.0 

10.2 

Jonathan  Logan 
PepsiCo 

65 
66 

18.9 
18.9 

147 
80 

12.3 
144 

14.8 
17.8 

11.6 

Heublein 

26 

23.7 

85 

14.3 

11.9 

9.4 

12.1 

Roadway  Express 

27 

23.5 

19 

21.0 

30.8 

29.2 

Saxon  Industries 

67 

18.9 

286 

9.6 

def 

def 

Norris  Industries 

28 

23.3 

31 

18.9 

18.7 

17.9 

Coastal  States  Gas 

68 

18.9 

352 

8.7 

13.5 

7.8 

AMP 

29 

23.3 

26 

19.9 

22.0 

19.8 

Fedders 

69 

18.7 

145 

124 

5.6 

4.2 

Loew's 

30 

23.2 

237 

10.5 

23.4 

7.9 

Whirlpool 
Black  &  Decker 

70 
71 

18.7 
18.7 

88 
73 

14.0 
14.7 

21.0 
16.9 

15.8 

Sterling  Drug 

30 

23.2 

24 

20.7 

21.5 

19.2 

14.7 

Kings  Dept  Stores 

32 

23.2 

18 

21.3 

24.7 

18.1 

Williams  Companies 

72 

18.6 

393 

7.9 

16.8 

8.0 

Lubrizol 

33 

22.5 

22 

20.8 

19.7 

19.3 

Dillon  Companies 

73 

18.6 

111 

13.1 

20.6 

14.7 

Leaseway  Transport 

34 

22.4 

414 

7.7 

29.3 

9.1 

Revlon 

74 

18.5 

84 

14.3 

17.7 

13.1 

Kellogg 

35 

22.2 

23 

20.8 

22.3 

20.7 

Bluebird 

75 

18.4 

402 

7.8 

8.7 

6.5 

Square  D 

36 

22.1 

15 

22.4 

24.1 

23.7 

Alco  Standard 

76 

18.4 

48 

16.8 

9.6 

6.9 

Dun  &  Bradstreet 

37 

22.0 

12 

23.0 

21.9 

21.7 

Collins  &  Aikman 

77 

18.3 

75 

14.6 

20.1 

13.5 

Chesebrough-Pond's 

38 

21.8 

39 

17.6 

20.3 

16.0 

Wetterau  Foods 

78 

18.3 

63 

15.6 

17.4 

13.9 

Consol  Freightways 

39 

21.7 

181 

11.5 

25.2 

13.8 

Procter  &  Gamble 

79 

18.3 

57 

15.9 

19.1 

16.5 

Fischbach  &  Moore 

40 

21.7 

101 

134 

21.2 

17.9 

Johnson  &  Johnson 

80 

18.1 

40 

17.5 

19.0 

18.3 

"Not  available;   not  ra 

nked. 

def.— Deficit.         * 

The  average 

return  may 

be  less  than  a  5 

-year  period  as  footnoted  in 

individua 

1  industry  Yardsticks. 
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5-Year* 

Latest  1 
f Retu 

2-Month 

5-Year* 

Latest  12-Month 

f 

\ 

iTO 

EQUIT 

TOTAL  CAPITAL 

EQUITY  TOTA 

EQUITY 

TOTAL  CAP* 

EQUITY   TOTAL  CAPITAL 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

McDonnell-Douglas 

81 

18.1 

116 

13.0 

14.0 

9.5 

Missouri  Beef  Packer 

lbl 

15.3 

97 

13.4 

11.4 

6.5 

S  S  Kresge 

82 

17.9 

72 

14.8 

17.8 

14.8 

Mercantile  Stores 

152 

15.3 

120 

12.9 

15.1 

12.2 

St  Joe  Minerals 

83 

17.7 

66 

15.3 

13.6 

11.9 

Hobart  Manufacturing 

153 

15.3 

175 

11.5 

14.6 

11.2 

Tecumseh  Prods 

83 

17.7 

37 

17.7 

14.9 

14.9 

Jos  Schlitz  Brewing 

153 

15.3 

123 

12.9 

19.0 

14.4 

J  C  Penney 

85 

17.7 

57 

15.9 

15.1 

13.2 

Super  Valu  Stores 
U  S  Freight 

155 

156 

15.3 
15.2 

149 
91 

12.3 

13.8 

15.2 
21.2 

10.4 

Engelhard  Min  &  Chem 

86 

17.7 

132 

12.6 

15.2 

11.3 

19.9 

Sysco 

87 

17.7 

90 

13.8 

15.8 

13.7 

First  Bank  System 

15/ 

15.2 

83 

14.3 

20.1 

15.3 

Warner-Lambert 

87 

17.7 

55 

16.0 

15.9 

14.5 

Parker-Hannifin 

157 

15.2 

231 

10.7 

13.6 

9.6 

Genuine  Parts 

89 

17.5 

46 

17.0 

18.5 

18.0 

Foremost-McKesson 

159 

15.2 

358 

8.5 

16.3 

7.9 

Zenith  Radio 

90 

17.5 

43 

17.4 

18.1 

17.6 

Hewlett-Packard 

159 

15.2 

69 

15.2 

15.4 

15.5 

Ryder  System 

91 

17.5 

413 

7.7 

15.7 

6.8 

Johnson  Service 

161 

15.1 

130 

12.6 

14.5 

12.1 

Supermarkets  General 

92 

17.4 

272 

9.8 

12.5 

b.9 

Texas  Gulf  Sulphur 

161 

15.1 

260 

10.0 

6.0 

4.4 

Amer  Beef  Packers 

93 

17.4 

82 

14.3 

9.9 

5.4 

Bath  Industries 

163 

15.1 

210 

11.0 

26.5 

18.1 

Moore 

94 

17.4 

53 

16.1 

16.8 

lb.l 

Zayre 

164 

15.1 

361 

8.5 

13.6 

5.1 

Halliburton 

95 

17.3 

79 

14.5 

16.7 

13.9 

Ethyl 
Nabisco 

165 
166 

15.1 
15.0 

374 
153 

8.3 
12.1 

16.4 

9.0 

PACCAR 

95 

17.3 

59 

15.8 

18.7 

16.5 

16.2 

12.1 

Chromalloy  American 

97 

17.3 

167 

11.8 

13.9 

8.6 

Servomation 

167 

15.0 

194 

11.3 

13.3 

10.3 

Pfizer 

98 

17.3 

65 

15.3 

17.7 

15.2 

Lane  Bryant 

168 

15.0 

113 

13.1 

14.5 

11.8 

CBS 

99 

17.3 

118 

12.9 

18.5 

14.1 

Standard  Brands 

169 

15.0 

183 

11.4 

lb.O 

10.3 

Tandy 

100 

17.2 

129 

12.6 

10.9 

8.5 

Gray  Drug  Stores 
Ralston  Purina 

170 
171 

14.9 
14.9 

120 
235 

12.9 

10.6 

12.5 
14.3 

8.5 

American  Intl  Group 

101 

17.1 

29 

19.3 

17.3 

18.9 

9.6 

Texas  Eastern  Trans 

101 

17.1 

506 

6.5 

15.7 

6.7 

New  York  Times 

172 

14.9 

81 

14.4 

8.8 

8.3 

AMF 

103 

17.0 

268 

9.9 

23.1 

14.5 

Clark  Oil  &  Refining 

173 

14.8 

156 

12.1 

7.9 

6.6 

Baxter  Laboratories 

104 

16.9 

271 

9.8 

12.2 

7.4 

Cyprus  Mines 

173 

14.8 

110 

13.1 

13.7 

12.0 

Polaroid 

105 

16.9 

45 

17.1 

8.4 

8.4 

Giant  Food 
Southern  Natural  Gas 

175 
176 

14.8 

14.8 

194 
327 

11.3 
9.1 

14.1 
14.9 

10.6 

Delta  Air  Lines 

106 

16.9 

333 

8.9 

14.8 

7.4 

9.1 

Ohio  Casualty 

107 

16.7 

50 

16.7 

21.6 

21.1 

TRW 

176 

14.8 

166 

11.9 

12.1 

9.3 

General  Motors 

108 

16.7 

61 

15.7 

19.3 

17.8 

Upjohn 

178 

14.8 

78 

14.5 

15.6 

14.3 

Indian  Head 

109 

16.7 

328 

9.1 

14.1 

8.1 

Sears,  Roebuck 

179 

14.7 

127 

12.7 

14.5 

12.7 

Cook  United 

110 

16.6 

248 

10.3 

10.2 

6.5 

Franklin  N  Y 

180 

14.7 

196 

11.3 

8.7 

7.5 

Transcont  Gas  Pipe 

111 

16.6 

567 

5.9 

16.8 

6.9 

Marriott 

181 

14.6 

383 

8.1 

12.4 

6.4 

Household  Finance 

112 

16.5 

454 

7.3 

16.2 

7.2 

Flying  Tiger 

182 

14.6 

406 

7.8 

17.6 

7.1 

Scot  Lad  Foods 

113 

16.4 

222 

10.8 

15.9 

11.4 

Holiday  Inns 

182 

14.6 

364 

8.4 

11.4 

7.3 

Gerber  Products 

114 

16.4 

52 

16.2 

15.4 

14.9 

Schlumberger 

182 

14.6 

97 

13.4 

15.5 

12.6 

Carnation 

115 

16.3 

137 

12.5 

18.9 

12.1 

Kellwood 

185 

14.6 

1/6 

11.5 

13.5 

9.7 

Signode 

116 

16.3 

114 

13.0 

14.5 

11.2 

Texas  Utilities 

186 

14.6 

44/ 

7.3 

13.9 

6.6 

Investors  Div  Serv 

117 

16.3 

160 

12.0 

16.4 

10.5 

Franklin  Life  Ins 

187 

14.5 

/7 

14.5 

15.2 

15.1 

Zapata 

118 

16.2 

389 

8.0 

13.2 

5.5 

Pabst  Brewing 

188 

14.5 

93 

13.7 

14.5 

13.4 

Albertson's 

119 

16.2 

125 

12.8 

16.7 

12.4 

Gulf  &  Western  Inds 

189 

14.5 

530 

6.3 

12.5 

6.3 

Knight  Newspaper 

119 

16.2 

170 

11.7 

16.7 

11.6 

E  1  du  Pont 

190 

14.5 

142 

12.4 

14.2 

11.8 

Beatrice  Foods 

121 

16.2 

67 

15.3 

16.2 

13.3 

Consolidated  Foods 

191 

14.5 

174 

11.5 

14.5 

11.5 

Skaggs  Companies 

121 

16.2 

119 

12.9 

7.4 

b.3 

Safeway  Stores 

191 

14.5 

112 

13.1 

15.8 

14.5 

Essex  International 

123 

16.1 

124 

12.8 

16.2 

11.4 

General  Mills 

193 

14.5 

284 

9.6 

14.6 

9.4 

Panhandle  East  Pipe 

124 

16.1 

415 

7.7 

14.0 

10.3 

Texaco 

194 

14.5 

177 

11.5 

12.9 

9.8 

Beneficial  Corp 

125 

16.1 

53b 

6.3 

18.8 

6.3 

American  Brands 

195 

14.4 

240 

10.5 

13.8 

9.2 

American  Petrofina 

126 

16.0 

160 

12.0 

12.1 

8.7 

Fed-Mart 

196 

14.4 

433 

7.5 

13.5 

7.0 

General  Electric 

127 

16.0 

146 

12.4 

23.8 

14.8 

Bank  of  New  York 

197 

14.3 

182 

11.4 

13.4 

11.7 

Daniel  International 

128 

15.9 

86 

14.2 

18.1 

17.6 

Georgia-Pacific 

197 

14.3 

393 

7.9 

16.2 

76 

Pittston 

129 

15.9 

257 

10.1 

8.9 

6.6 

Interco 

197 

14.3 

227 

10.8 

12.8 

11.0 

Southland  Corp 

129 

15.9 

318 

9.2 

16.4 

7.9 

Big  Bear  Stores 

200 

14.3 

128 

12.7 

12.7 

10.9 

Caterpillar  Tractor 

131 

15.9 

139 

12.5 

17.5 

14.8 

Raytheon 

201 

14.3 

162 

11.9 

12.0 

10.4 

Ingersoll-Rand 

132 

15.9 

95 

13.6 

14.0 

12.0 

Campbell  Taggart 

202 

14.3 

1/2 

11.7 

19.4 

10.2 

ARA  Services 

133 

15.8 

223 

10.8 

14.9 

9.6 

United  Telecommun 

203 

14.3 

549 

6.1 

14.5 

5.8 

Daylin 

134 

15.7 

342 

8.8 

12.1 

9.3 

Becton,  Dickinson 

?04 

14.3 

217 

10.9 

14.2 

96 

Unionamerica 

13b 

15.7 

108 

13.2 

21.2 

12.9 

Outboard  Marine 

205 

14.3 

165 

11.9 

18.2 

149 

VF  Corp 

135 

15.7 

92 

13.8 

16.4 

15.0 

White  Consolidated 

205 

14.3 

515 

6.5 

16.4 

6.9 

Clark  Equipment 

13/ 

15.7 

157 

12.0 

13.3 

9.6 

Dow  Chemical 

207 

14.2 

307 

9.3 

18.4 

9.5 

Anchor  Hocking 

138 

15.7 

10b 

13.2 

12.9 

11.0 

Houston  Lt  &  Pow 

207 

14.2 

420 

7.6 

14.6 

7.5 

First  Penna  Corp 

139 

15.7 

70 

15.1 

16.3 

13.9 

Walt  Disney 

207 

14.2 

1/1 

11.7 

11.8 

9.2 

Crown  Cork  &  Seal 

141) 

15.6 

203 

11.1 

14.7 

11.1 

CPC  International 

210 

14.2 

243 

10.5 

13.6 

9.8 

Textron 

141 

15.6 

103 

13.2 

15.0 

12.4 

Dayco 

210 

14.2 

383 

8.1 

11.4 

5.5 

ConAgra 

142 

15.5 

230 

10.7 

9.2 

5.5 

Fuqua  Industries 

21? 

14.2 

35/ 

8.6 

15.5 

8.6 

Chicago  Bridge  &  Iron 

143 

15.5 

7b 

14.6 

23.8 

22.6 

Fred  Meyer 

?n 

14.2 

223 

10.8 

14.1 

11  / 

Greyhound 

143 

15.5 

223 

10.8 

14.0 

8.6 

Hoover 

214 

14.2 

105 

13.2 

17.3 

149 

Central  Tel  &  Utils 

14b 

15.4 

512 

6.5 

12.8 

5.8 

Houston  Natural  Gas 

214 

14.2 

462 

7.1 

111 

7.2 

Burroughs 

146 

15.4 

208 

11.0 

12.4 

8.9 

Abbott  Laboratories 

216 

14.2 

168 

11.8 

13.7 

10.2 

Wallace  Murray 

147 

15.4 

399 

7.9 

12.8 

7.0 

Newmont  Mining 

216 

14.2 

62 

15.6 

10.5 

7.7 

Oscar  Mayer 

148 

15.3 

96 

13.6 

12.7 

9.1 

Howmet 

218 

14.1 

408 

7.8 

12.2 

6.0 

Blue  Bell 

149 

15.3 

139 

12.5 

14.8 

12.5 

Rohr  Industries 

219 

14.1 

252 

10.3 

6.8 

5.7 

Wachovia 

150 

15.3 

199 

11.1 

13.8 

9.9 

Edison  Bros  Stores 

220 

14.1 

184 

11.4 

9.0 

M 

Not  available;    not  ran 

ked. 

def  — Defic 

it. 
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5-Vear» 

Latest  12-Month 
f           Return  on          ^ 

5-Year* 

Latest  12-Month 

r 

A, 

f 

- > 

f            Return  on           v 

EQUITY 

TOTAL  CAPITAL 

EQUITY  TOTAL  CAPITAL 

EQUITY 

TOTAL  CAPITAL 

EQUITY  TOTAL  CAPITAL 

Company 

Rank 
221 

Percent 
14.1 

Rank 
117 

Percent 
13.0 

Percent 
11.7 

Percent 

9.7 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Phelps  Dodge 

Corning  Glass  Works 

291 

12.8 

208 

11.0 

11.3 

9.1 

Brockway  Glass 

111 

14.1 

193 

11.3 

12.9 

10.7 

Campbell  Soup 

292 

12.8 

130 

12.6 

12.4 

12.1 

Times-Mirror 

111 

14.1 

152 

12.2 

14.5 

11.9 

Cenco 

292 

123 

298 

9.4 

13.2 

8.7 

BankAmerica  Corp 

224 

14.0 

87 

14.0 

14.1 

13.9 

USLIFE 

294 

12.8 

64 

154 

17.1 

17.2 

First  Charter  Fin 

224 

14.0 

109 

13.1 

20.0 

15.4 

Needham  Packing 

295 

123 

285 

9.6 

13.0 

9.5 

Fleming 

224 

14.0 

158 

12.0 

13.9 

12.2 

Crocker  Natl  Corp 

296 

12.7 

267 

93 

11.9 

8.9 

National  Can 

111 

14.0 

173 

11.5 

11.2 

7.5 

Rich's 

297 

12.7 

243 

10.5 

12.1 

9.4 

Cessna  Aircraft 

228 

14.0 

303 

9.4 

14.5 

10.0 

Allegheny  Power 

298 

12.7 

554 

6.1 

12.3 

5.5 

Masonite 

228 

14.0 

159 

12.0 

17.8 

16.2 

Colonial  Stores 

299 

12.7 

236 

10.6 

12.3 

10.7 

Eaton 

230 

13.9 

168 

113 

14.8 

11.3 

Gannett 

299 

12.7 

240 

10.5 

14.6 

11.2 

United  States  Shoe 

231 

13.9 

191 

11.3 

12.2 

9.7 

Kerr-McGee 

300 

12.6 

415 

7.7 

17.2 

8.1 

Houdaille  Industries 

232 

13.9 

260 

10.0 

13.9 

10.2 

North  States  Power 

300 

12.6 

573 

53 

14.2 

5.8 

Trans  Union  Corp 

232 

13.9 

574 

53 

15.0 

5.9 

Goodyear  Tire  &  Rub 

302 

12.6 

312 

9.3 

12.7 

9.2 

W  T  Grant 

234 

13.8 

188 

11.3 

10.7 

7.8 

American  Cyanamid 

303 

12.6 

206 

11.0 

12.2 

9.9 

Jewel  Companies 

235 

13.8 

310 

93 

13.2 

8.7 

Long  Island  Lighting 

304 

12.6 

547 

6.1 

12.3 

6.1 

Fluor 

236 

13.8 

211 

103 

7.0 

6.0 

Ford  Motor 

305 

12.6 

201 

11.1 

15.2 

12.8 

Richardson-Merrell 

237 

13.8 

103 

13.2 

13.4 

12.5 

Northwest  Bancorp 

306 

12.6 

180 

11.5 

13.4 

11.4 

Eagle-Picher  Inds 

238 

13.7 

257 

10.1 

13.2 

9.5 

Baltimore  Gas  &  Elec 

307 

12.5 

499 

6.6 

11.6 

6.0 

Morton-Norwich 

238 

13.7 

233 

10.7 

12.9 

8.6 

General  Reinsurance 

307 

12.5 

135 

12.5 

14.3 

14.3 

Quaker  Oats 

240 

13.7 

201 

11.1 

15.4 

10.5 

Hyster 

309 

12.5 

245 

10.4 

10.6 

8.1 

Contl  Telephone 

241 

13.7 

583 

5.7 

12.1 

5.6 

Akzona 

310 

12.5 

282 

9.7 

8.1 

5.9 

American  Express 

242 

13.6 

122 

12.9 

15.2 

13.6 

Hanna  Mining 

310 

12.5 

214 

10.9 

10.2 

9.5 

Diamond  Intl 

242 

13.6 

155 

12.1 

12.9 

11.0 

Northrop 

312 

12.5 

403 

73 

7.8 

5.9 

Federated  Dpt  Stores 

244 

13.6 

144 

12.4 

13.5 

12.2 

Am  Smelting  &  Ref 

313 

12.4 

191 

11.3 

6.7 

6.2 

Tenneco 

244 

13.6 

496 

6.7 

12.9 

6.8 

Commonwealth  Oil  Ref 

314 

124 

314 

9.2 

4.0 

3.9 

Norton  Simon 

246 

13.6 

410 

7.7 

15.1 

8.8 

Southwestern  Life 

314 

124 

141 

124 

13.1 

13.2 

Waldbaum 

247 

13.6 

255 

10.1 

8.1 

6.4 

Trane 

316 

12.4 

256 

10.1 

10.6 

9.0 

Hiram  Walker 

248 

13.5 

99 

134 

13.0 

12.6 

Dart  Industries 

317 

12-4 

265 

10.0 

11.5 

8.3 

Weyerhaeuser 

248 

13.5 

188 

11.3 

11.4 

9.5 

Mfrs  Hanover 

317 

12.4 

184 

11.4 

14.7 

9.6 

Cleveland  Elec  Ilium 

250 

13.5 

399 

7.9 

13.3 

7.2 

Peoples  Gas 
Kraftco 

319 
320 

124 
12.3 

451 
217 

7.3 
103 

12.4 
11.5 

6.7 

Dayton  Power  &  Light 

251 

13.5 

499 

6.6 

11.7 

5.7 

10.0 

Cincinnati  Gas  &  El 

252 

13.5 

464 

7.1 

12.2 

6.3 

Iowa  Beef  Packers 

321 

12.3 

365 

8.4 

14.5 

8.3 

Dana 

253 

13.5 

188 

11.3 

15.5 

12.4 

Central  &  South  West 

322 

12.3 

456 

7.2 

124 

7.4 

Pennzoil  United 

254 

13.5 

424 

7.6 

9.1 

5.0 

Great  Western  United 

322 

123 

270 

93 

def 

4.5 

Brown  Group 

255 
256 

13.5 
13.4 

134 
291 

12.6 
9.5 

13.3 
11.3 

10.9 
7.7 

intl  Utilities 

324 

123 

539 

6.2 

17.0 

6.8 

Reliance  Electric 

Cummins  Engine 

325 

12.2 

347 

83 

5.8 

4.6 

Harsco 

257 

13.4 

163 

11.9 

11.8 

9.6 

Natl  Bank  of  Detroit 

325 

12.2 

200 

11.1 

11.4 

10.2 

Studebaker-Worthingt 

257 

13.4 

368 

8.3 

10.8 

5.9 

Scovill  Mfg 

325 

12.2 

334 

83 

13.0 

8.3 

Thrifty  Drug  Stores 

259 

13.4 

254 

10.2 

13.5 

9.6 

J  P  Morgan  &  Co 

328 

12.2 

213 

10.9 

14.6 

12.2 

Gulf  States  Utils 

260 

13.4 

562 

6.0 

10.0 

5.5 

Sec  Pac  Nat  Bank  Cal 

329 

12.2 

179 

11.5 

12.1 

10.8 

Arkansas  Louis  Gas 

261 

13.4 

376 

8.2 

10.2 

6.7 

Intl  Tel  &  Tel 

330 

12.1 

274 

93 

11.6 

8.3 

International  Nickel 

262 

13.4 

227 

103» 

8.4 

6.0 

Florida  Power  &  Lt 

331 

12.1 

486 

6.7 

12.9 

6.5 

No  Ind  Public  Serv 

263 

13.3 

460 

7.1 

12.6 

6.8 

Provident  National 

332 

12.1 

150 

12.2 

12.6 

12.6 

Shelter-Globe 

264 

13.3 

342 

83 

8.9 

6.6 

Jim  Walter 

333 

12.1 

367 

8.4 

14.7 

11.1 

General  Foods 

265 

13.3 

184 

11.4 

7.9 

6.8 

Hershey  Foods 
Northern  Illinois  Gas 

334 

334 

12.1 
12.1 

259 
435 

10.0 
7.5 

13.0 
11.7 

9.7 

Colgate-Palmolive 

266 

13.2 

137 

12.5 

13.4 

16.2 

7.4 

McGraw-Hill 

266 

13.2 

204 

11.1 

11.2 

8.9 

Harris-lntertype 

336 

12.0 

287 

9.6 

7.7 

6.3 

General  Signal 

268 

13.2 

198 

11.2 

13.8 

13.3 

Honeywell 

336 

12.0 

405 

73 

9.9 

5.9 

Marine  Midland  Banks 

268 

13.2 

260 

10.0 

11.8 

8.8 

Combustion  Engineer 

338 

12.0 

308 

93 

8.0 

6.2 

Insilco 

270 

13.1 

332 

83 

12.7 

7.0 

Walgreen 
Western  Bancorp 

339 
340 

12.0 

12.0 

303 
237 

9.4 
10.5 

11.1 
11.1 

8.2 

CIT  Financial 

271 

13.1 

616 

5.3 

13.3 

6.2 

9.1 

Hoemer  Waldorf 

271 

13.1 

329 

9.0 

13.6 

7.6 

Am  Hospital  Supply 

341 

12.0 

197 

11.2 

10.7 

10.3 

Hercules 

273 

13.1 

266 

10.0 

14.1 

11.6 

Associated  Dry  Goods 

342 

11.9 

296 

9.5 

11.8 

10.0 

Howard  Johnson 

273 

13.1 

153 

12.1 

14.1 

13.9 

General  Tel  &  Elec 

342 

113 

499 

M 

10.7 

6.6 

Riviana  Foods  - 

275 

13.1 

275 

93 

11.8 

7.5 

Lear  Siegler 
Ashland  Oil 

344 
345 

113 
113 

246 
356 

104 
8.6 

6.9 
15.4 

6.2 

Libbey-Owens-Ford 

276 

13.0 

143 

12.4 

15.4 

13.9 

9.8 

Richmond  Corp 

276 

13.0 

94 

13.6 

16.3 

16.3 

Commercial  Metals 

346 

11.9 

250 

10.3 

9.1 

7.8 

City  Investing 

278 

13.0 

216 

103 

10.5 

6.5 

Texas  Instruments 

346 

113 

264 

103 

13.2 

10.9 

Flickinger 

279 

13.0 

163 

113 

12.1 

10.3 

l-T-E  Imperial 

348 

113 

300 

9.4 

12.0 

9.0 

Lone  Star  Gas 

280 
281 

13.0 
13.0 

420 
247 

7.6 
10.4 

14.9 
18.8 

8.6 
12.8 

Ceco 

349 

113 

359 

8.5 

12.2 

9.0 

First  Natl  City  Corp 

Gen  American  Trans 

350 

113 

545 

6.2 

11.5 

5.9 

Illinois  Power 

282 

13.0 

486 

6.7 

10.5 

5.8 

Witco  Chemical 

351 

113 

336 

83 

11.9 

8.5 

Teledyne 

283 

13.0 

227 

103 

8.8 

6.9 

Broadway-Hale 

352 

11.8 

349 

8.7 

13.0 

8.6 

George  A  Hormel  • 

284 

123 

102 

13.3 

4.0 

8.0 

Del  E  Webb 

353 

113 

581 

5.7 

11.7 

5.0 

Ohio  Edison 

284 

12.9 

482 

63 

13.6 

6.0 

DeSoto 

354 

11.7 

281 

9.7 

7.8 

6.9 

Alexander's 

286 

12.9 

496 

6.7 

2.2 

2.3 

RHMacy 

355 

11.7 

471 

7.0 

12.2 

6.9 

Am  Elec  Power 

287 

12.9 

556 

6.1 

12.3 

5.7 

Sybron 

356 

11.7 

275 

9.8 

12.5 

9.8 

Am  Metal  Climax 

288 

123 

301 

9.4 

9.5 

6.4 

Pub  Serv  Elec  &  Gas 

357 

11.6 

592 

5.6 

8.9 

4.9 

Zale 

289 

123 

135 

12.5 

9.8 

9.5 

Rockwell  Mfg 

358 

11.6 

309 

93 

13.2 

10.3 

Exxon 

290 

123 

212 

103 

12.7 

10.1 

Dresser  Industries 

359 

11.6 

323 

9.1 

10.2 

7.4 

'Not  available;   not  ranked.        def— Deficit.         *The  average  return  may  be  less  than  a  5-year  period  as  footnoted  in  individual  industry  Yardsticks. 
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Who's  Where  in  Profitability 


Company 


EQUITY 

Rank   Percent 


5-Year« 

Return  on 


TOTAL  CAPITAL 

Rank   Percent 


Latest  12-Month 
*  Return  on  s 

EQUITY  TOTAL  CAPITAL 

Percent     Percent 


Continental  Can  360  11.6  331  9.0  10.2  7.3 

Northeast  Utilities  361  11.6  619  5.3  13.9  5.2 

Perkin-Elmer  361  11.6  231  10.7  12.6  12.5 

Emhart  363  11.5  251  10.3  10.1  9.1 

Virginia  Elec  &  Power  363  11.5  623  5.3  11.9  3.1 


Motorola 

365 

11.5 

291 

9.5 

12.1 

10.6 

Union  Camp 

365 

11.5 

417 

7.7 

12.2 

7.5 

ELTRA 

367 

11.5 

234 

10.6 

11.9 

10.7 

Gen  Tire  &  Rubber 

368 

11.5 

368 

8.3 

13.8 

9.4 

Singer 

368 

11.5 

317 

9.2 

11.2 

9.1 

Martin  Marietta 

370 

11.5 

387 

8.0 

11.2 

6.0 

Purex 

371 

11.4 

240 

10.5 

13.4 

13.4 

Continental  Illinois 

372 

11.4 

177 

11.5 

13.7 

14.0 

H  J  Heinz 

373 

11.4 

340 

8.9 

11.2 

9.5 

McGraw-Edison 


374 


11.4       204       11.1 


10.9 


Whittaker 
Texas  Gas  Trans 
Central  Soya 
NLT 
Grolier 


385 
386 
387 
388 
389 


11.2 
11.2 
11.2 
11.2 
11.2 


319 
493 
305 
206 
558 


9.2 
6.7 
9.4 
11.0 
6.0 


3.4 
10.7 
10.6 
14.4 

8.1 


Mobil  Oil 
Chase  Manhattan 
Bankers  Trust  N  Y 
Joy  Manufacturing 
J  Weingarten 


9.7 


Penn  Power  &  Light  375  11.4  601  5.4  11.4  5.5 

Commonwealth  Edison  376  11.4  552  6.1  9.8  0.5 

First  Natl  Boston  376  11.4  184  11.4  10.8  10.8 

Miles  Laboratories  376  11.4  379  8.2  7.2  5.1 

Wickes  376  11.4  293  9.5  9.0  7.3 


Columbia  Gas  System  380  11.3  503  6.6  11.4  6.4 

General  Cable  380  11.3  305  9.4  10.4  8.2 

Union  Electric  382  11.3  578  5.7  9.1  5.2 

Fieldcrest  Mills  383  11.3  375  8.2  10.0  7.4 

Marathon  Oil  383  11.3  310  9.3  7.7  6.2 


3.8 
6.4 
9.9 
11.1 
4.6 


5-Year* 

Return  on 


Company 


EQUITY 

Rank   Percent 


TOTAL  CAPITAL 

Rank   Percent 


Latest  12-Month 
*  Return  on  -^ 

EQUITY   TOTAL  CAPITAL 

Percent     Percent 


Hart  Schaffner  &  Mare  430  10.5  330  9.0  8.6  7.3 

Northwest  Airlines  430  10.5  460  7.1  5.8  3.9 

Pillsbury  432  10.5  377  8.2  8.3  5.7 

Johns-Manville  433  10.5  249  10.3  11.4  10.9 

Certain-teed  Prods  434  10.5  389  8.0  19.6  14.0 

Duke  Power  435  10.4  604  5.4  8.8  4.6 

Interstate  Brands  436  10.4  432  7.5  8.2  5.9 

Grand  Union  437  10.4  325  9.1  6.9  6.2 

Chemical  New  York  438  10.4  294  9.5  10.0  8.8 

R  R  Donnelley  &  Sons  438  10.4  260  10.0  10.7  9.8 

Stauffer  Chemical  438  10.4  397  7.9  10.1  7  3 

H  H  Robertson  441  10.4  320  9.2  10.1  8.8 

Middle  South  Utils  441  10.4  597  5.5  10.8  5.2 

American  Natural  Gas  443  10.3  580  5.7  111  6.0 

Owens-Illinois  444  10.3  511  6.5  9.8  6.1 


American  General  445  10.3  220  10.8  11.0 

North  Am  Rockwell  446  10.2  388  8.0  11.5 

Standard  Oil  (Ind)  447  10.2  360  8.5  10.2 

Amstar  448  10.2  499  6.6  9.6 

St  Paul  Companies  448  10.2  253  10.2  12.4 


10.9 
8.3 
8.1 
6.3 

12.4 


Phil  Electric 

450 

10.2 

596 

5.5 

10.4 

5.3 

Warnaco 

450 

10.2 

404 

7.8 

12.0 

8.2 

Wells  Fargo 

452 

10.2 

352 

8.7 

10.3 

8.8 

Sun  Oil 

453 

10.2 

419 

7.7 

9.2 

6.9 

ACF  Industries 

454 

10.2 

506 

6.5 

9.4 

5.7 

Cooper  Industries  455  10.1  337  8.9 

Time  Inc  456  10.1  429  7.5 

Owens-Corning  Fiberg  457  10.1  385  8.0 

Amfac  459  10.1  391  7.9 

El  Paso  Natural  Gas  460  10.1  627  5.3 

Bell  &  Howell  461  10.0  334  8.9 

Fruehauf  462  10.0  459  7.2 

Southwest  Forest  Ind  463  10.0  513  6.5 

Cluett,  Peabody  464  9.9  338  8.9 

Gould  464  9.9  370  8.3 


6.5 

9.8 

12.4 

12.5 

15.0 


Stop  &  Shop  466  9.9  551  6.1 

New  England  Electric  467  9.9  646  4.8 

Liggett  &  Myers  468  9.9  392  7.9 

RexChainbelt  468  9.9  348  8.7 

Thiokol  Chemical      '  468  9.9  398  7.9 


10.5 

11.3 

9.3 

8.4 

10.6 

6.8 
11.3 
10.5 
10.5 
13.1 


Vornado  471  9.9  491  6.7 

Boston  Edison  472  9.9  614  5.4 

Union  Oil  California  472  9.9  439  7.4 

Hilton  Hotels  474  9.8  519  6.4 

FMC  475  9.8  429  7.5 


8.7 
9.9 
8.8 
9.0 
4.3 


Gamble-Skogmo  476  9.8  623 

General  Public  Utils  476  9.8  662 

American  Investment  478  9.8  672 

Monfort  of  Colorado  479  9.8  314 

NL  Industries  479  9.8  365 


Jefferson-Pilot  481  9.8  282 

Niagara  Mohawk  Pow  481  9.8  644 

Northern  Natural  Gas  483  9.8  579 

Simmons  483  9.8  377 

OiGiorgio  485  9.7  481 


5.3 
4.4 
4.2 
9.2 
8.4 

9.7 
4.8 
5.7 
8.2 
6.8 


11.0 
9.6 
7.8 

18.6 
8.3 


10.5 
11.7 
8.8 
11.4 
10.2 


5.6 
7.5 
9.1 
7.5 
6.0 

9.3 
7.8 
6.9 
7.3 
8.8 

4.4 
5.0 
7.7 
6.8 
9.9 

6.2 
5.0 
6.3 
5.5 
4.0 

7.0 
4.3 
4.0 
17.1 
6.3 

10.4 
5.7 
5.2 
7.3 
7.7 


Continental  Oil  486  9.6  428  7.6 

Roper  486  9.6  296  9.5 

Burlington  Inds  488  9.6  443  7.3 

Wisconsin  Elec  Power  489  9.6  607  5.4 

Braniff  490  9.6  655  4.6 


8.1 
10.4 

6.6 
11.4 
17.2 


5.9 
9.6 
5.3 
6.1 
7.6 


Union  Carbide 

Southern  Cal  Edison 

Pet 

Southern  Company 

Lone  Star  Industries 


491 
492 
493 
493 
495 


9.6 
9.6 
9.5 
9.5 
9.5 


J  Ray  McOermott 
SCOA  Industries 
Charter  N  Y 
Rohm  &  Haas 
Addressograph-Multi 


496 
497 
498 
498 
500 


9.5 
9.5 

9.4 
9.4 
9.4 


468 
610 
452 
633 
470 

393 
488 
406 
316 
370 


7.0 
5.4 
7.3 
5.1 
7.0 

7.9 
6.7 
7.8 
9.2 
8.3 


10.0 
88 
9.3 
8.7 

10.0 

6.9 
3.4 
8.3 
10.2 
8.3 


6.9 
5.4 
/  1 
4.3 
7.3 

54 
3.3 
7.6 
8.7 
6.9 


Not  available;    not   ranked.        def— Deficit.  'The  average  return  may  be  less  than  a  5-yoar  period  as  footnoted  in  individual  industry  Yani  tl 
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The  businessman's  juggling  act 
keeps  getting  tougher. 


The  Wau  sau  Story. 

You  may  have  noticed  there's 
another  ball  in  the  air  for  you  to 
keep  an  eye  on.  It's  called  the 
product  liability  claim.  The  trend  in 
this  segment  of  business  insurance 
has  caused  the  chartists  to  run  out 
and  buy  larger  sized  graph  paper. 

Look  at  what's  been  happening. 

As  short  a  time  ago  as  1960, 
there  were  fewer 
than  50,000  product 
liability  suits 
recorded  annually. 
In  1970,  there  were 
500,000.  By  1975,  its 
estimated  this  figure 


will  be  well  over  a  million. 

No  less  startling  is  the  increase 
in  the  size  of  the  average  award. 
Example:  between  1964  and  1969, 
the  average  verdict  in  household 
chemicals  cases  soared  by  500%. 
And  the  trend  toward  more  and 
higher  claims  holds  for  practically 
every  product  category. 

Obviously,  it  means  a  continuing 
worry  for  product  makers  and  sellers. 
And  whatever  is  a  problem  for  the 
insured,  is  a  problem  for  the  insurer. 

At  Employers  of  Wausau,  we've 
done  something  about  it.  Some 
years  back,  we  started  developing 


product  liability  teams  all  over  the 
country.  They  include  safety 
specialists,  claims  experts  and 
underwriters— all  with  particular 
expertise  in  the  product  liability 
field.  Today,  we  have  these  coordi- 
nated and  knowledgeable  task 
forces  in  every  one  of  our  regional 
offices.  Which  means  there's  one 
in  your  area. 

No  businessman  can  ignore 
the  growing  threat  of  product 
liability  claims.  But  now  there's 
a  prepared  insurance  partner  to 
turn  to.  And,  at  the  very  least,  that 
should  be  a  source  of  comfort  to  you. 


come  to ! 

source 

Employers  Insurance  of  Wausau 

Wausau,  Wisconsin 


Who's  Where  in  Profitability 


5-Year* 

Return  on 


Company 


EQUITY 

Rank   Percent 


\ 

TOTAL  CAPITAL 

Rank   Percent 


Latest  12-Month 

f Return  on  ^ 

EQUITY  TOTAL  CAPITAL 

Percent     Percent 


Mellon  Natl  Bank  500  94  299  9.4  8.9  8.9 

Potomac  Elec  Power  502  9.4  607  5.4  10.9  6.0 

Questor  503  9.3  370  8.3  10.6  9.0 

Chubb  504  9.3  288  9.6  12.4  12.1 

Bendix  505  9.3  399  7.9  10.7  7.5 


Carborundum 
UV  Industries 
CNA  Financial 
Cabot 
Sunbeam 

Armstrong  Cork 
F  W  Woolworth 
Scott  Paper 
Hauatampa  Cigar 
American  Tel  &  Tel 


505 
507 
508 
509 
510 


9.3 
9.2 
9.2 
9.2 
9.2 


437 
583 
272 
412 
429 


7.5 
5.7 
9.8 
7.7 
7.5 


8.8 
10.8 
12.2 

8.9 
10.0 


7.2 
4.8 
12.9 
7.1 
8.5 


511 

9.1 

512 

9.1 

513 

9.1 

514 

9.1 

515 

9.0 

345 
411 
445 
342 
515 


8.8 
7.7 
7.3 
8.8 
6.5 


10.8 
8.2 
7.0 
8.0 
8.6 


8.9 
7.0 
5.7 
7.3 
5.9 


RCA  Corp 
Cities  Service 
Deere 

Fairmont  Foods 
Champion  Intl 


515 
517 
518 
519 
520 


9.0 
9.0 
9.0 
9.0 
8.9 


552 
449 
458 
441 
535 


6.1 
7.3 
7.2 
7.4 
6.3 


16.6 
6.7 

14.1 
9.3 
9.3 


9.2 

5.6 

11.2 

7.1 

5.4 


Foster  Wheeler  521  8.9  425  7.6  9.7  8.1 

Philips-Van  Heusen  521  8.9  453  7.3  9.9  7.3 

Consumers  Power  523  8.9  625  5.3  7.8  4.6 

May  Dept  Stores  523  8.9  513  6.5  10.2  7.3 

Awco  525  8.8  538  6.2  7.8  5.4 


Con  Natural  Gas 
Alcan  Aluminium 
Intl  Multifoods 
Pacific  Lighting 
Ogden 


525 
527 
528 
529 
530 


8.8 
8.8 
8.8 
8.8 
8.8 


534 
615 
482 
587 
518 


6.3 
5.3 
6.8 
5.7 
6.5 


9.1 
7.0 
9.2 
9.2 

10.4 


6.4 
4.6 
7.1 
5.6 
5.9 


Distillers  Corp-Seag  531  8.8  475  6.9  8.7  6.1 

ESB  531  8.8  408  7.8  9.3  7.4 

Gimbel  Brothers  531  8.8  438  7.4  5.8  5.1 

Borg-Warner  534  8.7  417  7.7  9.7  8.1 

Dayton  Hudson  535  8.7  494  6.7  8.6  6.0 

Uniroyal  535  8.7  566  5.9  8.3  5.1 

National  Homes  537  8.7  456  7.2  9.4  6.8 

Walter  Kidde  538  8.7  381  8.1  11.9  8.0 

So  New  England  Tel  539  8.7  564  5.9  9.0  5.5 

Mohasco  Industries  540  8.7  464  7.1  9.9  8.4 

Litton  Industries  541  8.6  502  6.6  def  def 

Aetna  Life  &  Caslty  542  8.6  352  8.7  13.9  14.0 

Ex-Cell-0  543  8.6  444  7.3  3.8  3.1 

Detroit  Edison  544  8.6  631  5.1  7.5  5.1 

National  Fuel  Gas  545  8.5  619  5.3  10.8  6.7 


Washington  Natl  Corp  545  8.5  339 

Transamerica  547  8.5  529 

Marcor  548  8.5  644 

Super  Food  Services  549  8.5  532 

Standard  Oil  (Ohio)  550  8.5  373 


8.9 
6.3 
4.8 
6.3 
8.3 


9.5 
9.2 
8.4 
8.6 
3.2 


9.5 
4.4 
5.0 
7.2 
4.8 


5-Year' 
Return  on 


Company 


EQUITY 

Rank   Percent 


TOTAL  CAPITAL 

Rank   Percent 


Latest  12-Month 
f Return  on  — — ^ 

EQUITY  TOTAL  CAPITAL 

Percent     Percent 


Crown  Zellerbach  571  8.0  567  5.9  5.0  4.1 

United  Merch  &  Mfrs  572  8.0  521  6.4  5.8  4.7 

Diamond  Shamrock  573  7.9  506  6.5  7.9  6.1 

Amsted  574  7.8  420  7.6  9.2  8.8 

Talley  Industries  574  7.8  530  6.3  10.7  8.1 


Del  Monte 
Intl  Basic  Econ 
PPG  Industries 
Cannon  Mills 
Inland  Steel 


576 
577 
577 
579 
580 


7.8 
7.8 
7.8 
7.7 
7.7 


441 
473 
532 
435 
520 


7.4 
6.9 
6.3 
7.5 
6.4 


def 
3.8 
10.8 
7.5 
7.8 


Natl  Dist  &  Chem 
Federal-Mogul 
Shop-Rite  Foods 
Castle  &  Cooke 
National  Steel 


586 
587 
588 
589 
589 


7.5 
7.5 
7.5 
7.4 
7.4 


630 
477 
471 
571 
521 


5.2 
6.8 
7.0 
5.8 
6.4 


7.4 
3.3 
3.6 
7.7 
6.1 


Kane-Miller 
Bethlehem  Steel 
Gr  Western  Financial 
National  Gypsum 
Armco  Steel 


601 
602 
603 
603 
605 


7.1 
7.1 
7.0 
7.0 
7.0 


607 
545 

540 
585 


5.4 

6.2 

•• 

6.2 
5.7 


6.4 
6.5 
13.1 
9.7 
6.1 


American  Natl  Fin  611  6.8  489  6.7  7.8 

Crowell-Coll  &  Macm  612  6.8  526  6.4  5.4 

Southern  Railway  613  6.7  637  5.0  7.8 

Diversified  Inds  614  6.7  640  4.9  def 

Pennwalt  614  6.7  506  6.5  5.6 


Norton 

Continental  Corp 
Bemis 

Sundstrand 
Allied  Products 


616 
617 
618 
619 
620 


6.7 
6.7 
6.7 
6.7 
6.7 


540 
495 
590 
558 
585 


6.2 
6.7 
5.6 
6.0 
5.7 


7.0 
8.8 
7.4 
4.5 
8.2 


5.5 
3.3 
7.8 
6.4 
6.0 


Sherwin-Williams  581  7.7  510  6.5  7.9  6.3 

Phillips  Petroleum  582  7.7  547  6.1  8.1  6.3 

Kelsey-Hayes  583  7.7  496  6.7  6.6  5.1 

Archer-Daniels-Mid  584  7.6  554  6.1  9.8  6.8 

Atlantic  Richfield  585  7.5  528  6.3  6.0  5.2 


5.2 
3.5 
6.4 
5.1 
4.7 


Federal  Company  591  7.4  473  6.9  7.5  6.9 

INA  592  7.3  433  7.5  10.3  10.4 

National  City  Lines  592  7.3  629  5.2  8.8  5.0 

North  Amer  Philips  594  7.3  440  7.4  8.3  6.0 

Kaiser  Alum  &  Chem  595  7.3  651  4.7  2.3  2.4 


U  S  Fidelity  &  Guar 

596 

7.3 

446 

7.3 

8.8 

8.7 

A  E  Staley  Mfg 

597 

7.2 

482 

6.8 

6.2 

5.1 

Crum  &  Forster 

598 

7.2 

426 

7.6 

10.6 

11.8 

Food  Fair  Stores 

599 

7.1 

616 

5.3 

def 

def 

International  Paper 

600 

7.1 

543 

62 

7.0 

5.6 

4.7 
5.5 
12.5 
7.9 
5.0 


Allied  Stores  606  7.0  650  4.7  7.7  5.1 

Allied  Chemical  607  6.9  641  4.9  8.3  5.5 

Airco  608  6.9  653  4.7  7.9  4.9 

Great  North  Nekoosa  609  6.9  599  5.5  6.9  5.0 

Koehring  610  6.8  527  6.3  4.4  4.6 


7.8 
4.7 
5.7 
def 
5.5 

6.3 
8.8 
5.5 
4.1 
5.6 


Allied  Mills 

551 

8.4 

396 

7.9 

3.9 

3.5 

Flintkote 

621 

6.6 

619 

5.3 

8.5 

6.1 

Koppers 

551 

8.4 

525 

6.4 

8.9 

6.5 

St  Regis  Paper 

622 

6.6 

632 

5.1 

7.0 

5.2 

Monsanto 

553 

8.4 

504 

6.6 

9.4 

7.2 

M  Lowenstein  &  Sons 

623 

6.6 

591 

5.6 

5.7 

4.6 

General  Cigar 

554 

8.3 

549 

6.1 

4.6 

4.0 

Cincinnati  Milacron 

624 

6.5 

574 

5.8 

0.4 

0.9 

Getty  Oil 

555 

8.3 

427 

7.6 

5.7 

4.8 

Alexander  &  Baldwin 

625 

6.5 

570 

5.8 

8.3 

7  1 

Borden 

556 

8.2 

537 

6.3 

9.2 

7.1 

Stokely-Van  Camp 

625 

6.5 

564 

5.9 

7.3 

6.5 

Genesco 

556 

8.2 

485 

6.8 

1.2 

2.3 

Cerro 

627 

6.5 

543 

6.2 

3.1 

2.9 

F  &  M  Schaefer 

558 

8.2 

625 

5.3 

3.1 

3.3 

Interlake 

628 

6.5 

604 

5.4 

5.8 

4.9 

United  States  Gypsum 

558 

8.2 

449 

7.3 

11.4 

9.6 

Carson  Pirie  Scott 

629 

6.4 

649 

4.8 

5.4 

42 

Occidental  Petroleum 

560 

8.2 

469 

7.0 

def 

def 

Comsat 

629 

6.4 

557 

6.0 

8.4 
6.7 

8.4 

Travelers 

561 

8.2 

385 

8.0 

12.4 

11.4 

Pullman 

629 

6.4 

612 

5.4 

5.6 

National  General 

562 

8.1 

616 

5.3 

11.2 

5.8 

Crane 

632 

6.4 

639 

4.9 

6.6 

4  1 

Aluminum  Co  America 

563 

8.1 

595 

5.5 

6.0 

4.3 

Leasco  Corp 

633 

6.3 

447 

7.3 

15.9 

79 

Cutler-Hammer 

564 

8.1 

504 

6.6 

10.1 

8.2 

Beech  Aircraft 

634 

6.3 

571 

5.8 

15.6 

10.3 

Green  Giant 

564 

8.1 

560 

6.0 

9.8 

6.9 

Maremont 

635 

6.2 

610 

5.4 

19.8 

12.7 

G  C  Murphy 

566 

8.1 

455 

7.2 

7.5 

6.3 

Bunker-Ramo 

636 

6.2 

524 

6.4 

6.5 

6.2 

A  0  Smith 

567 

8.1 

464 

7.1 

6.7 

5.8 

Chrysler 

637 

6.2 

612 

5.4 

7.5 

6.2 

Dravo 

568 

8.0 

477 

6.8 

7.1 

5.9 

Westvaco 

638 

6.2 

669 

4.2 

5.0 

2.8 

MCA 

569 

8.0 

480 

6.8 

11.8 

9.5 

St  Louis-San  Fran  Ry 

639 

6.1 

662 

4.4 

6.0 

43 

Consolidated  Edison 

570 

8.0 

660 

4.4 

8.0 

4.4 

Murphy  Oil 

640 

6.1 

603 

5.4 

7.2 

4  0 

'Not  available;    not  ranked. def. -Deficit.         'The  average  return  may  be  I    .    than  a  5  year  period  as  footnoted  in  individual  industry  Yardstu  ks 
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We're  growing  fast. 
And  in  two  directions. 


Ever  since  we  bought 
some  surplus  WW  II  planes  in 
1945,  our  name  has  been  tied  to 
airfreight.  We've  seen  it  grow 
and  we've  grown  with  it.  In  fact, 
Flying  Tiger  Line  is  the  world's 
largest  all-cargo  airline,  serving 
key  cities  in  the  (IS.  and  linking 
this  country  with  the  thriving 
economies  of  Asia. 

Mow  we're  a  holding 
company,  and  our  reach  goes 
far  beyond  the  rising  curve  of 
airfreight.  We've  moved  into 
another  field  that  has  taken  off 
in  a  big  way:  industrial  leasing. 

Our  subsidiary,  North 
American  Car  Corporation,  has 
expanded  its  share  of 
market,  leasing 
some  27,000 
specialized 
railroad  cars 
to  major 
shippers 


throughout  the  (IS.  and  Canada. 
And  North  American's  own 
subsidiaries  are  increasing  their 
activities  in  leasing  jet  planes, 
computers,  industrial  and 
office  equipment. 

Together  our  leasing 
operations  offer  customers  an 
extremely  wide  range  of  serv- 
ices, from  bone-dry  leases 
to  tailored  plans  that  provide 
the  benefits  of  ownership, 
but  without  the  burdens. 

When  1972  ends,  we 
will  have  invested  $77 
million  to  meet  the 
demand  for  leasing 
in  the  (IS.  and 
abroad. Through 
the  first  nine 
months,  our 
leasing 


divisions  contributed  48  percent 
of  our  net  income  of  almost 
$20  million. 

The  commercial  air- 
freight operation  of  Flying  Tiger 
Line  is  also  booming. Through 
Sept.  30,  it  set  nine-month 
records  for  revenues,  earnings 


FLYING  TIGER 
CORP. 

mmh 

FLYING  TIGER 
LINE 

NORTH  AMERICAN 
CAR 

■■H 

1 

MAC  LEASING 
CORP. 

1 

NATIONAL  EQUIPMENT 
RENTAL  LTD. 

and  revenue  ton-miles  flown.  It 
was  by  far  the  best  nine 
months  in  the  airline's  27- 
year  history. 

The  arithmetic  of 
airfreight  and  leasing  —  two 
growth  fields  adding  up  to  one 
growing  holding  company. 


Flying  Tiger 
Corporation 
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Between  Dallas  and  Fort 
Worth  there  are  some  very 
nice  small  towns,  like  Irving, 
Lewisville,  Coppell  and 
Grapevine,  and  a  very  nice 
telephone  company,  Gen- 
eral Telephone  Company  of 
the  Southwest. 

With  no  offense  intended, 
you  couldn't  in  all  honesty 
say  that  these  communities 
have  been  in  the  forefront 
of  the  Dallas-Fort  Worth 
area's  burgeoning  economic 


expansion.  At  least  until  recently  you  couldn't. 

Suddenly,  the  Dallas  Cowboys  have  a  65,000-seat 
stadium  in  Irving.  And  there's  a  whole  new  town, 
Flower  Mound,  abuilding  near  Lewisville.  And  the 
world's  largest  airport  is  under  construction  near 
Grapevine  in  the  Southwest  Metroplex. 

And  suddenly,  that  nice  telephone  company  has  a 
whole  new  future. 

At  the  Dallas-Ft.  Worth  airport  alone,  General  Tele- 
phone will  invest  over  $20  million  in  the  new  North- 
field  exchange,  which  will  have  some  5,000  telephones  j 
(over  600  pay  phones)  in  operation  when  the  airport 
opens  late  in  1973. 

Later  on,  the  Northfield  exchange  will  handle  overls 


omorrow's  some  place. 


,000  phones,  which  should  be  sufficient  until  the 
ar  2000. 

And  that's  just  the  beginning.  Even  without  all  the 
w  construction,  the  number  of  telephones  in  Irving, 
example,  has  increased  from  2500  to  60,000  in 
?  last  22  years.  By  the  time  the  airport  is  in  full 
sration,  at  least  25,000  new  residents  are  expected 
move  into  the  area,  which  will  mean  a  lot  more  new 
ones. 

That  means  a  lot  of  money  to  be  invested,  and  an 
:iting  new  challenge. 

The  same  kind  of  challenge,  for  General  Telephone 
Electronics,  lies  in  similar  areas  around  the  country 
»me  suburbs  of  Los  Angeles,  for  example— where 


we're  actively  participating  in  the  expansion  that's 
happened,  and  eagerly  anticipating  the  inevitable  ex- 
pansion to  come. 

We've  been  doing  pretty  well  with  all  our  yester- 
day's no  places  (we  are,  after  all,  the  country's  second 
largest  telephone  company),  and  we're  going  to  do 
even  better  with  all  our  tomorrow's  some  places. 

It's  going  to  be  our  half  century  to  howl. 

GTE,  730  Third  Ave.,  New  York,  N.Y.  10017 
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Who's  Where  in  Profitability 


5-Year* 
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EQUITY  TOTAL  CAPITAL 

5-Year* 

Latest  12-Month 

f           Return  on            v 

EQUITY  TOTAL  CAPITAL 

i 

EQUITY             TOTAL  CAPITAL 

EQUITY 

TOTAL  CAPITAL 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Acme  Markets 

641 

6.1 

581 

5.7 

1.2 

1.7 

Colt  Industries 

711 

3.4 

646 

4.8 

4.5 

4.1 

National  Tea 

642 

6.0 

636 

5.0 

2.4 

2.3 

Curtiss-Wright 

712 

3.1 

698 

3.6 

3.6 

3.1 

A-T-0 

643 

6.0 

574 

5.8 

7.7 

5.8 

American  Airlines 

713 

3.0 

728 

2.1 

1.1 

1.5 

Babcock  &  Wilcox 

844 

6.0 

589 

5.6 

7.8 

6.7 

Springs  Mills 

714 

2.8 

717 

2.7 

4.5 

4.0 

Peoples  Drug  Stores 

645 
646 

5.9 
5.9 

638 
676 

4.9 
4.2 

5.5 
4.7 

4.7 
3.5 

Budd 

715 

2.7 

702 

3.5 

10.2 

7.1 

Southern  Pacific 

Thriftimart 

71fr 

2.6 

720 

2.5 

def 

0.1 

Anderson-Clayton 

647 

5.8 

635 

5.1 

7.3 

6.4 

Wheeling-Pitts  Steel 

717 

2.6 

716 

2.9 

1.5 

2.3 

Continental  Airlines 

647 

5.8 

700 

3.5 

9.9 

4.4 

Rath  Packing 

718 

2.4 

739 

1.3 

def 

def 

Areata  Natl  Corp 

649 

5.8 

569 

5.9 

7.4 

5.2 

UAL 

719 

2.3 

723 

2.3 

4.2 

2.6 

Control  Data 

650 
651 

5.8 
5.7 

563 
665 

6.0 
4.4 

8.1 

def 

8.3 
def 

Grumman 

720 

2.2 

725 

2.3 

def 

def 

American  Can 

Varian  Associates 

721 

2.1 

724 

2.3 

2.9 

2.7 

Intl  Harvester 

652 

5.7 

642 

4.9 

7.5 

5.3 

Intl  Minerals  &  Chem 

722 

2.1 

714 

3.0 

10.6 

6.6 

VWR  United 

652 

5.7 

598 

5.5 

2.5 

2.9 

Borman's 

723 

2.0 

730 

2.0 

def 

def 

Mead 

654 

5.6 

594 

5.5 

4.8 

4.3 

Jones  &  Laughlin 

724 

1.9 

726 

2.2 

3.2 

3.1 

West  Point-Pepperell 

655 

5.6 

593 

5.6 

5.4 

5.2 

Spencer  Foods 

725 

1.7 

692 

3.7 

def 

def 

Goldblatt  Brothers 

656 

5.6 

658 

4.5 

4.4 

3.0 

City  Stores 

726 

1.7 

727 

2.2 

0.9 

1.5 

W  R  Grace 

656 

5.6 

642 

4.9 

7.0 

5.5 

Burlington  Northern 

727 

1.5 

733 

1.9 

3.8 

3.8 

Hammermill  Paper 

658 

5.4 

673 

4.2 

0.7 

1.6 

Universal  Oil  Prods 

728 

1.5 

732 

2.0 

10.3 

6.7 

Inmont 

659 

5.4 

685 

3.9 

6.7 

5.3 

Arden-Mayfair 

729 

1.5 

718 

2.6 

1.0 

2.3 

Olin  Corp 

660 
661 

5.4 
5.3 

667 
652 

4.3 
4.7 

4.8 
def 

3.8 
def 

H  K  Porter 

730 

1.3 

729 

2.1 

0.2 

1.6 

Interstate  Stores 

First  Natl  Stores 

731 

1.2 

738 

1.3 

def 

def 

United  States  Steel 

662 

5.3 

666 

44 

4.2 

3.5 

Eastern  Air  Lines 

732 

1.0 

722 

2.4 

8.0 

4.9 

Norfolk  &  Western  Ry 

663 

5.2 

680 

3.9 

1.9 

2.2 

Dan  River 

733 

0.8 

736 

1.6 

1.6 

2.1 

Kaiser  Steel 

664 

5.1 

693 

3.7 

def 

def 

Amer  Chain  &  Cable 

734 

0.8 

744 

0.7 

def 

def 

Seaboard  Coast  Line 

665 
666 

5.1 
5.1 

648 
653 

4.8 
4.7 

9.9 
3.9 

6.7 
3.5 

Ward  Foods 

735 

0.7 

715 

3.0 

def 

def 

Chemetron 

Trans  World  Airlines 

736 

.07 

731 

2.0 

11.1 

5.4 

GAF  Corp 

667 

5.0 

669 

4.2 

6.7 

4.7 

National  Industries 

737 

0.2 

710 

3.2 

2.9 

6.6 

Revere  Coppr  &  Brass 

668 

5.0 

700 

3.5 

def 

def 

Allis-Chalmers 

738 

def 

748 

0.4 

2.0 

2.1 

Penn  Fruit 

669 

5.0 

667 

4.3 

def 

def 

White  Motor 

739 

def 

741 

1.0 

def 

def 

Bohack 

670 

4.9 

686 

3.9 

6.3 

3.0 

Lykes-Youngstown 
Celanese 

740 
741 

def 
def 

719 
737 

2.6 
1.6 

def 
def 

2.7 

Kimberly-Clark 

671 

4.9 

659 

4.5 

0.9 

1.4 

def 

Allegheny  Ludlum  Ind 

672 

4.9 

606 

5.4 

3.2 

4.2 

Columbia  Pictures 

742 

def 

735 

1.6 

def 

def 

Cyclops 

673 

4.8 

656 

4.6 

0.7 

1.8 

American  Motors 

743 

def 

756 

def 

7.9 

6.5 

Midland-Ross 

674 

4.7 

671 

4.2 

4.8 

4.0 

McLouth  Steel 

744 

def 

747 

0.5 

1.5 

1.9 

United  Brands 

675 

4.7 

477 

6.8 

def 

def 

Admiral 

745 

def 

750 

def 

5.2 

4.1 

Western  Union 

676 

4.7 

678 

4.1 

5.2 

3.9 

GAC  Corp 

746 

def 

745 

0.6 

def 

def 

Potlatch  Forests 

677 

4.6 

681 

3.9 

4.0 

3.4 

Bangor  Punta 

747 

def 

740 

1.1 

def 

1.3 

Bergen  Brunswig 

678 

4.5 

634 

5.1 

def 

def 

Lockheed  Aircraft 

748 

def 

746 

0.5 

4.8 

3.0 

Fairchild  Industries 

679 

4.5 

713 

3.0 

12.1 

8.6 

MGM 

749 

def 

742 

0.9 

10.2 

7.8 

Swift 

680 

4.5 

695 

3.6 

9.1 

6.1 

American  Bakeries 

750 

def 

751 

def 

def 

def 

Republic  Steel 

681 

4.4 

681 

3.9 

2.5 

2.4 

Chicago  Milwaukee 

751 

def 

753 

def 

def 

def 

Morrison-Knudsen 

682 

4.3 

679 

4.1 

9.9 

7.9 

Chicago  Rock  Island 

752 

def 

757 

def 

def 

def 

Dillingham 

683 

4.3 

681 

3.9 

4.5 

3.8 

Libby,  McNeill  &  Lib 

753 

def 

758 

def 

def 

def 

General  Dynamics 

684 

4.3 

688 

3.8 

7.2 

5.3 

Allied  Supermarkets 

754 

def 

734 

1.7 

3.6 

3.5 

C&O/B&O  Railroads 

685 

4.2 

705 

3.3 

3.7 

3.1 

Pan  Am  World  Airways 

755 

def 

749 

0.2 

def 

def 

Mattel 

686 

4.2 

491 

6.7 

def 

def 

Boise  Cascade 

756 

def 

759 

def 

def 

def 

General  Instrument 

687 

4.2 

673 

4.2 

4.3 

4.2 

Brown  Company 

757 

def 

743 

0.9 

4.4 

3.9 

USM 

688 

4.2 

662 

4.4 

3.2 

3.1 

Fairchild  Camera 

758 

def 

761 

—2.9 

3.7 

3.4 

Cone  Mills 

689 

4.1 

684 

3.9 

6.6 

5.9 

Hygrade  Food  Prods 

759 

def 

755 

— \A 

13.8 

4.3 

Foodarama  Supermkts 

690 
691 

4.1 
4.1 

708 
708 

3.2 
3.2 

def 
def 

def 
def 

Anaconda 

760 

def 

764 

—5.2 

def 

def 

Reynolds  Metals 

Twentieth-Cent  Fox 

761 

def 

760 

—2.8 

10.9 

5.7 

Penn-Dixie  Cement 

692 

4.1 

619 

5.3 

3.3 

2.7 

American  Standard 

762 

def 

752 

—0.5 

def 

def 

B  F  Goodrich 

693 

4.0 

657 

4.5 

2.4 

3.0 

Ampex 

763 

def 

754 

—1.0 

def 

def 

Baza'r 

694 

4.0 

675 

4.2 

def 

def 

E  F  MacDonald's 

764 

def 

762 

—3.6 

def 

def 

Boeing 

69b 
696 

4.0 
4.0 

696 
677 

3.6 
4.1 

2.8 
6.1 

2.7 
5.1 

Collins  Radio 

765 

def 

765 

—5.9 

def 

def 

Signal  Companies 

American  Export  Inds 

766 

def 

763 

—4.4 

def 

def 

Union  Pacific 

69/ 

3.9 

694 

3.6 

2.6 

2.1 

LTV 

767 

def 

712 

3.1 

def 

def 

Western  Air  Lines 

698 

3.9 

703 

3.4 

13.2 

5.5 

Arlan's  Dept  Stores 

768 

def 

766 

—15.1 

def 

def 

Kaiser  Industries 

699 

3.9 

690 

3.7 

0.1 

0.7 

Arlen  Realty  &  Develop 

«• 

•  • 

1.9 

1.6 

Natl  Cash  Register 

/00 
701 

3.9 
3.8 

660 
686 

4.4 
3.9 

def 
6.9 

def 
5.7 

Avis 

•• 

•  * 

20.5 

5.5 

Massey-Ferguson 

General  Host 

*• 

•  * 

6.2 

3.6 

J  P  Stevens 

702 

3.7 

707 

3.2 

1.6 

1.1 

Great  Scott  Suprmkts 

•* 

•  * 

10.6 

9.9 

Parkview-Gem 

/U3 

3.7 

628 

5.2 

def 

def 

H  F  Ahmanson 

•* 

•  • 

4.6 

14.5 

Santa  Fe  Industries 

703 

3.7 

711 

3.1 

3.9 

3.2 

Jack  Eckerd 

** 

•  • 

19.8 

17.2 

Great  Atl  &  Pac  Tea 

705 

3.7 

697 

3.6 

def 

def 

Levi  Strauss 
McDonough 

*• 
»• 

•  • 
•• 

16.0 
15.5 

14.7 

Keystone  Con  Inds 

705 

3.7 

704 

3.4 

4.4 

2.4 

9.4 

Missouri  Pacific  R  R 

707 

3.7 

721 

2.4 

2.3 

2.4 

National  Kinney 

** 

•  • 

15.5 

14.0 

SCM 

708 

3.6 

691 

3.7 

0.7 

1.8 

Omega -Alpha 

•* 

•  • 

def 

def 

United  Aircraft 

709 

3.5 

706 

3.2 

def 

def 

Penn  Central 

*• 

•  • 

•  * 

•  • 

Illinois  Central  Inds 

710 

3.5 

699 

3.5 

1.2 

3.0 

Warner  Commun 

*• 

•  • 

25.6 

10.0 

"Not  available;   not  ran 

ked. 

def.—  Deficit.         * 

The  average 

return  may 

be  less  than  a  5 

year  period  as  footnoted  in  i 

ndividua 

1  industry  Yardstick 

s. 
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Who's 

Where 

in 

Growth 


Often,  a  company's  stock  will  soar  because  of  a  gain  in 
earnings,  only  to  plummet  when  the  gain  proves  ephemeral. 
To  separate  the  ephemeral  from  the  real,  Forbes  looks  at 
earnings  over  a  five-year  time  span  and  computes  a  com- 
pounded annual  growth  rate.  (See  Measuring  Manage- 
ment:  1972,  p.   105,  for  method  of  computation.)    This 


method  separates  the  companies  that  have  done  con- 
sistently well  from  the  flashes  in  the  pan. 

Even  so,  beware  of  companies  that  show  extraordinary 
growth.  Some,  such  as  Swift,  had  their  base  period  ( 1966- 
68)  all  but  wiped  out  by  a  write-off.  Without  the  write- 
off, the  earnings  gain  would  not  have  been  nearly  as  great. 
(For  the  effect  of  write-offs,  see  p.  34.)  Others  may 
merely  have  been  acquisition-happy.  U.S.  Home,  for 
instance,  is  first  in  five-year  sales  growth.  But  it  has  ac- 
quired some  17  companies  since  1969  and,  as  a  result, 
has  rocketed  from  sales  of  $7.8  million  in  1968  to  $285.4 
million  in  the  12  months  ended  August  1972.  Is  that  real 
growth?  Or  just  putting  on  weight?  Time  alone  will  tell. 

Even  companies  that  have  had  genuine  internal  growth 
cannot  possibly  keep  growing  at  rates  of  40%  and  50%  for 
any  great  length  of  time.  As  a  company  gets  larger,  growth 
gains  become  much  harder.  The  best  companies,  then, 
have  solid  growth  rates  that  can  reasonably  be  expected 
to  continue.  Xerox'  growth  rate  of  15.4%  in  earnings  per 
share  may  seem  miniscule  compared  with  Swift's  100%, 
but  is  excellent  compared  with  the  median  of  3.6%. 

The  following  table  ranks  764  companies  in  descending 
order  of  5- Year  Annual  Earnings  Per  Share  Growth.  (For 
various  reasons,  16  companies  were  not  ranked.)  ■ 


5-Year  Annual* 

5-Year 

Annual* 

5-Year  Annual* 

5-Year  Annual* 

Earnings  Par  Shara  Growth 

Sales  Growth 

Earnings  Per  Share  Growth 

Sales  Growth 

Company 

Rank 

Percent 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Swift 

1 

100.0 

718 

1.9 

Zapata 

40 

21.7 

20 

36.3 

Gr  Western  Financial 

2 

62.2 

408 

8.9 

Crum  &  Forster 

42 

21.3 

117 

15.6 

Fleetwood  Enterprise 

3 

60.4 

3 

54.7 

First  Natl  City  Corp 

43 

20.8 

45 

23.6 

Daniel  International 

4 

56.9 

97 

16.9 

Fisher  Foods 

44 

20.7 

58 

20.6 

Skyline  Corp 

5 

48.2 

25 

32.9 

First  Bank  System 
Brockway  Glass 

45 
46 

20.6 
20.5 

192 
251 

12.7 

Kaufman  &  Broad 

6 

45.0 

14 

38.5 

11.4 

U  S  Home 

7 

44.6 

1 

76.7 

Eli  Lilly 

47 

20.3 

159 

14.1 

National  Homes 

8 

43.4 

32 

28.7 

Jim  Walter 

48 

20.3 

26 

32.7 

Bath  Industries 

9 

42.7 

113 

16.0 

S  S  Kresge 

49 

20.1 

61 

20.4 

Del  E  Webb 

10 

40.0 

139 

14.5 

Aetna  Life  &  Caslty 

50 

19.9 

345 

9.7 

Comsat 

11 

39.6 

11 

40.4 

Leaseway  Transport 

51 

19.8 

193 

12.7 

Centex 

12 

30.6 

34 

26.4 

Missouri  Beef  Packer 

52 

19.4 

28 

32.1 

McDonald's  Corp 

13 

38.0 

9 

42.4 

Ryder  System 

53 

19.3 

29 

31.4 

Maremont 

14 

37.5 

508 

7.2 

INA 

54 

19.3 

165 

13.7 

Federal  Natl  Mort  Assoc 

15 

37.1 

16 

37.8 

Marriott 
Philip  Morris 

55 
56 

19.2 
19.1 

46 
80 

23.5 

Jack  Eckerd 

16 

36.0 

12 

38.7 

18.0 

Brunswick 

17 

35.8 

336 

9.8 

First  Chicago  Corp 

57 

19.1 

53 

21.7 

First  Charter  Fin 

18 

32.6 

150 

14.2 

Safeco 

58 

18.9 

74 

18.7 

Certain-teed  Prods 

19 

32.0 

95 

17.0 

Johnson  &  Johnson 

59 

18.8 

217 

12.1 

National  General 

20 

31.4 

6 

45.7 

Chubb 

60 

18.8 

122 

15.4 

Loew's 

21 

30.6 

10 

42.1 

Newmont  Mining 

61 

18.7 

486 

7.7 

Knight  Newspaper 

22 

27.2 

35 

26.3 

St  Paul  Companies 

62 

18.5 

162 

13.9 

H  F  Ahmanson 

23 

27.1 

157 

14.1 

Pac  Gamble  Robinson 

63 

18.4 

585 

6.0 

Flying  Tiger 

24 

26.5 

88 

17.3 

Schering-Plough 

64 

18.4 

249 

11.4 

Roadway  Express 

25 
26 

26.5 
26.0 

85 
7 

17.5 
45.1 

Levi  Strauss 

65 

18.2 

47 

23.5 

City  Investing 

Jos  Schlitz  Brewing 

66 

18.0 

73 

18.9 

Tandy 

27 

25.4 

8 

42.8 

Sysco 

67 

17.9 

30 

29.1 

Masonite 

28 

25.3 

82 

17.9 

Stanley  Works 

68 

17.8 

319 

10.1 

General  Reinsurance 

29 

24.1 

171 

13.4 

Avis 

69 

17.7 

148 

14.3 

Unionamerica 

30 
31 

23.4 
23.1 

13 

48 

38.6 
23.2 

Govt  Employees  Ins 

70 

17.6 

89 

17.3 

Lucky  Stores 

Kings  Dept  Stores 

71 

17.6 

467 

8.0 

Ohio  Casualty 

32 

23.0 

141 

14.5 

Budd 

72 

17.3 

342 

9.7 

Anheuser-Busch 

33 

22.3 

261 

11.2 

Southland  Corp 

73 

17.1 

86 

17.4 

Squibb  Corp. 

34 

22.2 

22 

35.0 

Turner  Construction 

74 

17.1 

50 

22.6 

Yellow  Freight  System 

35 

22.0 

99 

16.7 

Walt  Disney 

74 

17.1 

54 

21.6 

Archer-Daniels-Mid 

36 

21.9 

121 

15.5 

J  P  Morgan  &  Co 

76 

16.5 

189 

12.8 

Chicago  Bridge  &  Iron 

37 

21.8 

397 

9.1 

Lone  Star  Industries 

77 

16.5 

172 

13.4 

American  Intl  Group 

38 

21.7 

78 

18.2 

Petrolane 

78 

16.5 

143 

14.4 

McDonnell-Douglas 

39 

21.7 

759 

—2.9 

AMF 

79 

16.3 

241 

11.5 

Monfort  of  Colorado 

40 

21.7 

60 

20.5 

Norton  Simon 

80 

16.1 

656 

4.4 

'The  growth  rate  may  be  less  than  5 

years  as  footnoted  in  individu; 

1  industry  Yardsticks. 
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Who's  Where  in  Growth 


5-Year  Annual* 

5-Year  Annual* 

5- Year  Annual* 

5-Year  Annual* 

Earnings  Per  Share  Growth 

Sales  Growth 

Earnings  Per  Share  Growth 

Sales  Growth 

Company 

Rank 

Percent 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Southwest  Forest  Ind 

81 

16.1 

18 

37.0 

Giant  Food 

150 

11.0 

98 

16.9 

Baxter  Laboratories 

82 

15.9 

56 

21.1 

Owens-Corning  Fiberg 

151 

11.0 

436 

8.4 

Genuine  Parts 

83 

15.7 

114 

15.9 

Fred  Meyer 

152 

10.9 

200 

12.4 

Xerox 

84 

15.6 

36 

26.3 

ARA  Services 

153 

10.7 

120 

15.5 

Combined  Insurance 

85 

15.6 

129 

15.0 

Lone  Star  Gas 

154 

10.7 

603 

5.7 

Carnation 

86 

15.4 

532 

6.8 

Weyerhaeuser 

155 

10.7 

263 

11.2 

Marcor 

87 

15.4 

390 

9.2 

El  Paso  Natural  Gas 

156 

10.6 

342 

9.7 

First  Penna  Corp 

88 

15.2 

52 

21.9 

Provident  National 

157 

10.6 

160 

14.0 

AMP 

89 

15.2 

174 

13.3 

Warner-Lambert 

158 

10.5 

91 

17.2 

Williams  Companies 

90 

15.1 

66 

19.9 

Florida  Power  &  Lt 

159 

10.3 

177 

13.3 

Travelers 

91 

15.0 

428 

8.5 

Simmons 

160 

10.1 

330 

9.9 

Ford  Motor 

92 

14.8 

375 

9.3 

Southern  Natural  Gas 

160 

10.1 

307 

10.3 

Burroughs 

93 

14.8 

205 

12.3 

Cenco 

162 

10.1 

31 

29.1 

Amfac 

94 

14.8 

24 

33.2 

National  Sen/  Inds 

163 

10.0 

259 

11.3 

Dillon  Companies 

95 
96 

14.7 
14.6 

49 
305 

23.1 
10.3 

G  D  Searle 

164 

9.9 

143 

14.4 

American  Express 

Natl  Bank  of  Detroit 

164 

9.9 

208 

12.3 

Richmond  Corp 

97 

14.5 

313 

10.2 

Jefferson-Pilot 

166 

9.9 

502 

7.3 

Collins  &  Aikman 

98 

14.4 

211 

12.2 

Philips-Van  Heusen 

167 

9.9 

251 

11.4 

Daylin 

99 

14.0 

17 

37.4 

Texas  Eastern  Trans 

168 

9.8 

411 

8.9 

Continental  Corp 

100 

14.0 

243 

11.4 

Morrison-Knudsen 

169 

9.7 

761 

—3.8 

Kerr-McGee 

101 

13.8 

415 

8.8 

Becton,  Dickinson 

170 

9.7 

173 

13.4 

Fed-Mart 

102 

13.7 

163 

13.8 

Am  Home  Products 

171 

9.7 

379 

9.3 

Schlumberger 

103 

13.6 

116 

15.7 

Consolidated  Foods 

172 

9.6 

291 

10.5 

Malone  &  Hyde 

104 

13.6 

185 

12.9 

Emerson  Electric 

173 

9.6 

198 

12.6 

Seaboard  Coast  Line 

105 

13.5 

123 

15.4 

CNA  Financial 

174 

9.6 

295 

10.5 

Avon  Products 

106 

13.5 

134 

14.8 

Eastern  Air  Lines 

175 

9.5 

204 

12.3 

General  Electric 

107 

13.4 

615 

5.5 

Flintkote 

176 

9.5 

474 

7.9 

Blue  Bell 

108 

13.4 

75 

18.6 

Safeway  Stores 

176 

9.5 

270 

11.0 

Gannett 

108 

13.4 

64 

20.2 

Western  Bancorp 

178 

9.4 

218 

12.1 

Howard  Johnson 

109 

13.3 

504 

7.3 

Admiral 

179 

9.4 

691 

3.1 

VFCorp 

110 

13.1 

93 

17.1 

Pabst  Brewing 

180 

9.3 

524 

6.9 

Am  Broadcasting  Cos 

111 

13.0 

491 

7.6 

Oscar  Mayer 

181 

9.3 

256 

11.3 

Hoover 

112 

13.0 

283 

10.7 

BankAmerica  Corp 

182 

9.3 

338 

9.8 

Mohasco  Industries 

113 

13.0 

109 

16.3 

Merck 

183 

9.2 

239 

11.5 

Campbell  Taggart 

114 

12.9 

588 

5.9 

H  J  Heinz 

184 

9.2 

225 

11.8 

Fischbach  &  Moore 

114 

12.9 

94 

17.0 

Sec  Pac  Nat  Bank  Cal 

185 

9.2 

180 

13.1 

Quaker  Oats 

116 

12.7 

396 

9.1 

Motorola 

186 

9.2 

381 

9.3 

Houston  Natural  Gas 

117 

12.7 

38 

25.5 

Norris  Industries 

187 

9.1 

350 

9.7 

NLT 

117 

12.7 

512 

7.1 

Winn-Dixie  Stores 

187 

9.1 

186 

12.8 

USLIFE 

117 

12.7 

42 

24.1 

Revlon 

189 

9.1 

469 

8.0 

Mercantile  Stores 

120 

12.7 

274 

10.9 

Chesebrough-Pond's 

190 

9.0 

132 

15.0 

Intl  Utilities 

121 

12.6 

102 

16.5 

Sears,  Roebuck 

191 

9.0 

492 

7.5 

Outboard  Marine 

122 

12.5 

309 

10.2 

Halliburton 

192 

9.0 

235 

11.6 

Connecticut  General 

123 

12.4 

246 

11.4 

Southern  Railway 

193 

9.0 

477 

7.8 

Lubrizol 

124 

12.4 

285 

10.7 

Houston  Lt  &  Pow 

194 

8.9 

282 

10.7 

Consol  Freightways 

125 

12.4 

278 

10.8 

PPG  Industries 

195 

8.9 

542 

6.7 

Scot  Lad  Foods 

126 

12.3 

153 

14.1 

Cyprus  Mines 

196 

8.9 

549 

6.6 

Mfrs  Hanover 

127 

12.3 

242 

11.4 

PepsiCo 

197 

8.9 

169 

13.5 

Riviana  Foods 

127 

12.3 

41 

24.1 

Beneficial  Corp 

198 

8.8 

601 

5.7 

Coca-Cola 

129 

12.3 

194 

12.7 

Minn  Mining  &  Manuf 

199 

8.8 

321 

10.1 

Evans  Products 

130 

12.2 

43 

24.0 

Moore 

200 

8.7 

366 

9.5 

IBM 

131 

12.1 

254 

11.3 

Gould 

201 

8.7 

240 

11.5 

Wetterau  Foods 

132 

12.1 

133 

14.9 

Texas  Instruments 

202 

8.6 

481 

7.8 

Procter  &  Gamble 

133 

12.1 

449 

8.3 

Air  Prods  &  Chems 

203 

8.6 

137 

14.6 

U  S  Fidelity  &  Guar 

134 
135 

12.0 
11.9 

430 
136 

8.5 
14.7 

Champion  Spark  Plug 

203 

8.6 

234 

11.6 

Hewlett-Packard 

Gen  Tire  &  Rubber 

205 

8.5 

735 

0.6 

Am  Hospital  Supply 

136 

11.8 

101 

16.6 

Thiokol  Chemical 

205 

8.5 

704 

2.8 

Flickinger 

136 

11.8 

184 

13.1 

Middle  South  Mils 

207 

8.5 

261 

11.2 

Georgia-Pacific 

136 

11.8 

112 

16.1 

Richardson-Merrell 

208 

8.5 

273 

11.0 

Continental  Illinois 

139 

11.7 

83 

17.6 

Alco  Standard 
Hoerner  Waldorf 

209 
209 

8.4 
8.4 

4 
182 

50.3 

Melville  Shoe 

140 

11.5 

108 

16.3 

13.1 

PACCAR 

140 

11.5 

276 

10.9 

Investors  Div  Sen/ 

209 

8.4 

655 

4.4 

Crown  Cork  &  Seal 

142 

11.5 

358 

9.5 

Weis  Markets 

209 

8.4 

367 

9.4 

Northwest  Bancorp 

143 

11.5 

216 

12.1 

Signode 

213 

8.4 

231 

11.7 

Coastal  States  Gas 

144 

11.4 

90 

17.2 

Sterling  Drug 

214 

8.4 

382 

9.3 

Deere 

145 

11.4 

595 

5.8 

Crocker  Natl  Corp 

215 

8.3 

254 

11.3 

Black  &  Decker 

146 

11.2 

119 

15.5 

DiGiorgio 

215 

8.3 

489 

7.6 

Dow  Chemical 

147 

11.1 

362 

9.5 

National  Fuel  Gas 

215 

8.3 

449 

8.3 

Whirlpool 

147 

11.1 

221 

12.0 

Northwest  Industries 

218 

8.2 

748 

—1.3 

Anderson-Clayton 

149 

11.0 

721 

1.8 

Pfizer 

219 

8.2 

391 

9.2 

•The  growth  rate  may  be  less  than  5  years  as  footnoted  in  individual  industr    Yardsticks. 
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Who's  Where  in  Growth 


5-Year  Annual* 

5-Year  Annual* 

5-Year  Annual* 

5-Year  Annual* 

Earnings  Per  Share  Growth 

Sales  Growth 

Earnings  Per  Share  Growth 

Sales  Growth 

Company 

Rank 

220 

Percent 

8.1 

Rank 

228 

Percent 
11.7 

Company 

Rank 

Percent 

Rank 

Percent 

Johnson  Service 

North  States  Power 

290 

6.0 

383 

9.3 

Bluebird 

221 

8.1 

5 

47.1 

Peoples  Gas 

291 

6.0 

244 

11.4 

Beatrice  Foods 

222 

8.0 

68 

19.5 

Square  D 

291 

6.0 

409 

8.9 

Holiday  Inns 

223 

8.0 

79 

18.1 

First  Natl  Boston 

293 

6.0 

169 

13.5 

Control  Data 

224 

7.9 

380 

9.3 

Fuqua  Industries 
R  H  Macy 

294 
294 

6.0 
6.0 

130 
537 

15.0 

Dart  Industries 

224 

7.9 

332 

9.9 

6.7 

National  Gypsum 

224 

7.9 

181 

13.1 

Koppers 

295 

5.9 

566 

6.2 

Carolina  Power  &  Lt 

227 

7.8 

147 

14.3 

Upjohn 

295 

5.9 

264 

11.2 

Albertson's 

228 

7.8 

328 

10.0 

Household  Finance 

297 

5.9 

106 

16.4 

Teledyne 

229 

7.8 

70 

19.0 

Eaton 

298 

5.9 

494 

7.5 

Cabot 

230 

7.8 

210 

12.2 

Bank  of  New  York 

299 

5.8 

334 

9.9 

Chase  Manhattan 

231 

7.8 

111 

16.1 

Allegheny  Power 

300 

5.7 

415 

8.8 

J  C  Penney 

232 

7.7 

164 

13.7 

Union  Camp 

301 

5.7 

277 

10.8 

Texas  Utilities 

233 

7.7 

340 

9.7 

Hiram  Walker 

302 

5.7 

637 

5.0 

Kellogg 

234 

7.6 

330 

9.9 

Transcont  Gas  Pipe 

303 

5.7 

355 

9.6 

Mobil  Oil 

235 

7.6 

362 

9.5 

Standard  Oil  (Ind) 

304 

5.7 

475 

7.9 

Lane  Bryant 

236 

7.4 

297 

10.4 

Boston  Edison 

305 

5.6 

432 

8.5 

Caterpillar  Tractor 

237 

7.4 

369 

9.4 

Trane 

306 

5.5 

547 

6.6 

Ralston  Purina 

237 

7.4 

457 

8.2 

Honeywell 

307 

5.5 

531 

6.8 

Ethyl 

239 
240 

7.4 
7.4 

573 
316 

6.2 
10.1 

Amerada  Hess 

308 

5.4 

156 

14.1 

Dun  &  Bradstreet 

No  Ind  Public  Serv 

309 

5.4 

360 

9.5 

Colgate-Palmolive 

241 

7.4 

293 

10.5 

Sperry  &  Hutchinson 

309 

5.4 

301 

10.4 

Jewel  Companies 

241 

7.4 

342 

9.7 

Foster  Wheeler 

311 

5.4 

529 

6.9 

Pet 

243 

7.3 

480 

7.8 

Baltimore  Gas  &  Elec 

312 

5.4 

345 

9.7 

R  J  Reynolds  Inds 

244 

7.3 

459 

8.2 

Murphy  Oil 

313 

5.4 

207 

12.3 

Franklin  Life  Ins 

245 

7.3 

628 

5.1 

Hercules 

314 

5.3 

577 

6.1 

U  S  Industries 

246 

7.3 

21 

35.1 

Hoover  Ball  Bearing 

315 

5.3 

279 

10.8 

United  States  Gypsum 

247 

7.2 

303 

10.4 

Johns-Manville 

316 

5.3 

409 

89 

Contl  Telephone 

248 

7.2 

61 

20.4 

Colonial  Stores 

317 

5.2 

605 

5.6 

Intl  Multifoods 

249 
250 

7.1 
7.1 

580 
182 

6.0 
13.1 

Braniff 

318 

5.2 

464 

8.1 

Merrill  Lynch  P  F  S 

Morton-Norwich 

319 

5.2 

414 

8.8 

Lincoln  Natl  Corp 

251 

7.1 

135 

14.7 

National  City  Lines 

320 

5.2 

77 

18.3 

Bankers  Trust  N  Y 

252 

7.1 

142 

14.5 

Columbia  Gas  System 

321 

5.1 

498 

7.4 

Tecumseh  Prods 

252 

7.1 

662 

4.3 

Needham  Packing 

321 

5.1 

517 

7.1 

Sunbeam 

254 

7.1 

506 

7.3 

Eagle-Picher  Inds 

323 

5.1 

554 

6.5 

Anchor  Hocking 

255 

7.1 

325 

10.0 

Bunker-Ramo 

324 

5.1 

722 

1.6 

Southwestern  Life 

256 

7.0 

386 

9.3 

Raytheon 

325 

5.1 

545 

6.6 

American  Brands 

257 

6.9 

176 

13.3 

Thrifty  Drug  Stores 

326 

5.0 

436 

8.4 

MCA 

257 

6.9 

510 

7.2 

Potomac  Elec  Power 

327 

5.0 

237 

11.5 

Goodyear  Tire  &  Rub 

259 

6.9 

473 

7.9 

Springs  Mills 

328 

4.9 

402 

9.0 

Chemical  New  York 

260 

6-8 

203 

12.4 

Am  Elec  Power 

329 

4.9 

375 

9.3 

U  S  Freight 

260 

6.8 

670 

4.0 

Gillette 

330 

4.8 

191 

12.7 

Eastman  Kodak 

262 

6.8 

551 

6.5 

Gen  American  Trans 

331 

4.8 

746 

—0.7 

Hilton  Hotels 

262 

6.8 

771 

—9.7 

Big  Bear  Stores 

332 

4.8 

405 

9.0 

Marine  Midland  Banks 

262 

6.8 

324 

10.0 

Federal  Company 
ESB 

333 

334 

4.8 
4.7 

558 
418 

6.4 

Central  &  South  West 

265 

6.8 

371 

9.4 

8.8 

Northeast  Utilities 

266 

6.7 

275 

10.9 

Federated  Dpt  Stores 

334 

4.7 

430 

8.5 

New  England  Electric 

267 

6.7 

433 

8.5 

l-T-E  Imperial 

336 

4.7 

310 

10.2 

CIT  Financial 

268 

6.6 

768 

—7.2 

Central  Soya 

337 

4.7 

268 

11.1 

Interco 

269 

6.6 

301 

10.4 

Rapid-American 
Fedders 

338 
339 

4.7 
4.7 

40 
37 

24.4 

Dana 

270 

6.6 

299 

10.4 

25.8 

Bristol-Myers 

271 

6.5 

345 

9.7 

General  Mills 

340 

4.6 

92 

17.1 

Central  Tel  &  Utils 

272 

6.5 

236 

11.5 

Virginia  Elec  &  Power 

341 

4.6 

304 

10.4 

Mellon  Natl  Bank 

272 

6.5 

249 

11.4 

Campbell  Soup 

342 

4.5 

513 

7.1 

Carrier    * 

274 

6.5 

368 

9.4 

National  Can 
United  Telecommun 

342 
344 

4.5 
4.5 

96 
424 

17.0 

Gamble-Skogmo 

275 

6.4 

447 

8.3 

8.6 

Havatampa  Cigar 

276 

6.4 

456 

8.2 

Clark  Equipment 

345 

4.4 

222 

12.0 

Intl  Tel  &  Tel 

277 

6.4 

44 

23.6 

Gulf  States  Utils 

346 

4.4 

402 

9.0 

Jonathan  Logan 

277 

6.4 

335 

9.8 

Long  Island  Lighting 

347 

4.3 

358 

9.5 

Times-Mirror 

279 

6.4 

167 

13.6 

Abbott  Laboratories 
Phelps  Dodge 

348 
349 

4.3 
4.3 

315 
520 

10.1 

Distillers  Corp-Seag 

280 

6.3 

564 

6.3 

70 

Westinghouse  Elec 

280 

6.3 

257 

11.3 

Intl  Minerals  &  Chem 

350 

352 

4.3 

619 

5.3 

Wachovia    . 

282 

6.3 

33 

27.2 

May  Dept  Stores 

4.3 

539 

6.7 

Trans  Union  Corp 

283 

6.3 

104 

16.5 

Roper 

353 

4.2 

576 

6.1 

Gulf  &  Western  Inds 

284 
285 

6.3 

81 

17.9 

Broadway-Hale 

354 

4.2 

124 

15.4 

Standard  Brands 

6.2 

526 

6.9 

Panhandle  East  Pipe 

354 

4.2 

351 

9fi 

Cone  Mills 

286 

6.1 

669 

4.0 

Standard  Oil  (Calif) . . 

356 

4.2 

253 

11.3 

American  Natural  Gas 

287 

6.1 

384 

9.3 

Scovill  Mfg 

357 

42 

568 

6.2 

Wisconsin  Elec  Power 

287 

6.1 

310 

10.2 

Fruehauf 

358 

4.2 

483 

7.7 

Leasco  Corp 

289 

6.0 

583 

6.0 

Questor 

359 

4.1 

295 

10.5 

•The  growth  rate  may  be  less  than  5  years  as  footnoted  in  individual  industry  Yardsticks. 
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Who's  Where  in  Growth 


5-Year  Annual* 

5-Year  Annual* 

5-Year  Annual* 

5- Year  Annual* 

Earnings  Per  Share  Growth 

Sales  Growth 

Earning*  Per  Share  Growth 

Sales  Growth 

Company 

Rank 

Percent 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

General  Signal 

360 

4.1 

267 

11.1 

Chromalloy  American 

430 

2.3 

23 

34.4 

Gerber  Products 

361 

4.1 

516 

7.1 

M  Lowenstein  &  Sons 

431 

2.3 

441 

8.4 

Niagara  Mohawk  Power 

361 

4.1 

446 

8.3 

Ashland  Oil 

432 

2.3 

118 

15.5 

Pacific  Gas  &  Elec 

361 

4.1 

520 

7.0 

Zale 

433 

2.2 

151 

14.2 

Universal  Leaf 

364 

4.1 

640 

4.9 

Warnaco 

434 

2.2 

220 

12.1 

Northern  Illinois  Gas 

365 

4.0 

271 

11.0 

Delta  Air  Lines 

435 

2.2 

103 

16.5 

Otis  Elevator 

365 

4.0 

145 

14.3 

E  1  du  Pont 

436 

2.2 

629 

5.1 

American  Petrofina 

367 

4.0 

454 

8.2 

Carborundum 

437 

2.1 

546 

6.6 

ELTRA 

368 

4.0 

556 

6.4 

Southern  Cal  Edison 

437 

2.1 

289 

10.5 

Servomation 

369 

3.9 

387 

9.2 

CPC  International 

439 

2.1 

502 

7.3 

Southern  Company 

370 

3.9 

213 

12.2 

Kellwood 

440 

1.9 

353 

9.6 

Rich's 

371 

3.9 

321 

10.1 

Witco  Chemical 

441 

1.9 

575 

6.1 

Libbey-Owens-Ford 

372 

3.9 

212 

12.2 

Marshall  Field 

442 

1.8 

514 

7.1 

Tenneco 

373 

3.8 

168 

13.5 

Cincinnati  Gas  &  El 

443 

1.8 

466 

8.1 

Wells  Fargo 

373 

3.8 

154 

14.1 

American  Natl  Fin 

444 

1.8 

687 

3.3 

Engelhard  Min  &  Chem 

375 

3.7 

707 

2.6 

Borden 

445 

1.8 

566 

6.2 

Pittston 

375 

3.7 

338 

9.8 

American  Tel  &  Tel 

446 

1.8 

412 

8.8 

Con  Natural  Gas 

377 

3.7 

499 

7.4 

tenet 

447 

1.7 

160 

14.0 

Cleveland  Elec  Ilium 

378 

3.7 

454 

8.2 

F  W  Woolworth 

448 

1.4 

209 

12.3 

Liggett  &  Myers 

379 
379 

3.7 
3.7 

608 
427 

5.6 
8.6 

Emhart 

449 

1.3 

667 

4.0 

Martin  Marietta 

Studebaker-Worthingt 

449 

1.3 

384 

9.3 

Zayre 

379 

3.7 

105 

16.4 

Heublein 

451 

1.3 

51 

22.0 

Exxon 

382 

3.6 

453 

8.3 

Amstar 

452 

1.3 

528 

6.9 

Owens-Illinois 

383 

3.6 

350 

9.7 

Vornado 

453 

1.2 

699 

2.8 

Perkin-Elmer 

384 

3.6 

219 

12.1 

Transamerica 

454 

1.2 

227 

11.8 

General  Tel  &  Elec 

385 

3.5 

388 

9.2 

St  Joe  Minerals 

455 

1.2 

327 

10.0 

Associated  Dry  Goods 

386 

3.5 

361 

9.5 

Rex  Chainbelt 

456 

1.2 

109 

16.3 

Hobart  Manufacturing 

387 

3.5 

326 

10.0 

Walter  Kidde 

457 

1.1 

174 

13.3 

Borg-Warner 

388 

3.5 

617 

5.3 

St  Regis  Paper 

458 

1.0 

570 

6.2 

Ceco 

389 

3.4 

499 

7.4 

Crane 

459 

0.9 

127 

15.2 

General  Motors 

389 

3.4 

547 

6.6 

Allied  Chemical 

460 

0.9 

708 

2.6 

Greyhound 

391 

3.4 

19 

36.9 

Dayton  Hudson 

461 

0.9 

321 

10.1 

Public  Service  Colo 

392 

3.4 

476 

7.8 

Commonwealth  Edison 

462 

0.9 

392 

9.1 

Fleming 

393 

3.3 

457 

8.2 

Dayco 

462 

0.9 

67 

19.9 

Hanna  Mining 

394 
395 

3.3 

3.3 

763 
599 

—4.2 
5.7 

Vulcan  Materials 

464 

0.9 

397 

9.1 

Bell  &  Howell 

Brown  Group 

465 

0.8 

269 

11.1 

Iowa  Beef  Packers 

396 

3.2 

72 

18.9 

Joy  Manufacturing 

466 

0.8 

419 

8.7 

Northern  Natural  Gas 

396 

3.2 

228 

11.7 

Phila  Electric 

467 

0.8 

223 

11.9 

Essex  International 

398 

3.2 

246 

11.4 

Cannon  Mills 

468 

0.7 

658 

4.4 

Castle  &  Cooke 

399 

3.2 

485 

7.7 

Hyster 

469 

0.7 

519 

7.0 

Sybron 

400 

3.1 

541 

6.7 

Cessna  Aircraft 

470 

0.6 

719 

1.9 

American  General 

401 

3.1 

188 

12.8 

G  C  Murphy 

471 

0.6 

641 

4.8 

Indian  Head 

402 

3.1 

305 

10.3 

Ingersoll-Rand 

472 

0.6 

355 

9.6 

ConAgra 

403 

3.1 

99 

16.7 

Harsco 

473 

0.6 

415 

8.8 

Purex 

404 

3.0 

266 

11.1 

National  Airlines 

474 

0.5 

199 

12.5 

Cutler-Hammer 

405 

2.9 

675 

3.9 

Metromedia 

475 

0.5 

665 

4.1 

Foremost-McKesson 

405 

2.9 

563 

6.3 

Charter  N  Y 

476 

0.5 

265 

11.2 

Rohm  &  Haas 

405 

2.9 

452 

8.3 

Franklin  N  Y 

477 

0.4 

337 

9.8 

Kraftco 

408 

2.9 

591 

5.9 

Ohio  Edison 

478 

0.4 

496 

7.5 

St  Louis-San  Fran  Ry 

409 
410 

2.9 
2.8 

488 
583 

7.7 
6.0 

Bendix 

479 

0.4 

494 

7.5 

Super  Valu  Stores 

Illinois  Power 

480 

0.3 

471 

8.0 

White  Consolidated 

410 

2.8 

125 

15.3 

Detroit  Edison 

481 

0.3 

375 

9.3 

Gray  Drug  Stores 

412 

2.8 

115 

15.8 

Norton 

481 

0.3 

702 

2.8 

Rockwell  Mfg 

412 

2.8 

511 

7.2 

TRW 

481 

0.3 

468 

8.0 

Armstrong  Cork 

414 

2.8 

598 

5.7 

Singer 
Diamond  Intl 

484 
485 

0.2 
0.1 

308 
538 

10.3 

So  New  England  Tel 

415 

2.8 

352 

9.6 

6.7 

Pacific  Lighting 

416 

2.7 

420 

8.7 

Timken 

486 

0.1 

673 

3.9 

CBS 

417 

2.7 

438 

8.4 

H  H  Robertson 

487 

0.1 

310 

10.2 

Supermarkets  General 

417 

2.7 

84 

17.5 

McGraw-Edison 

487 

0.1 

606 

5.6 

Texaco 

419 

2.6 

248 

11.4 

Fieldcrest  Mills 
General  Public  Utils 

489 
489 

0.0 
0.0 

612 
205 

5.5 

American  Cyanamid 

420 

2.5 

535 

6.8 

12.3 

Firestone  Tire 

421 

2.5 

578 

6.1 

Monsanto 

489 

0.0 

607 

5.6 

Smith  Kline  &  French 

422 

2.5 

465 

8.1 

Waldbaum 

489 

0.0 

146 

14.3 

Western  Union 

423 

2.4 

589 

5.9 

Amsted 

493 

—0.2 

530 

6.8 

Sperry  Rand 

424 

2.4 

610 

5.5 

Continental  Can 
Duke  Power 

494 
495 

—0.2 
—0.2 

392 
238 

9.1 

Textron 

425 

2.4 

693 

3.1 

115 

United  States  Shoe 

425 

24 

224 

11.9 

Peoples  Drug  Stores 

496 

—0.3 

561 

6.3 

Penn  Power  &  Light 

427 

2.2 

233 

11.6 

N  Y  State  Elec  &  Gas 

497 

—0.3 

443 

8.4 

Green  Giant 

428 

2.3 

232 

11.6 

Dayton  Power  &  Light 

498 

—0.3 

448 

8.3 

Nabisco 

429 

288 

10.6 

Walgreen 

499 

—0.3 

402 

9.0 

'The  growth  rate  may  be  less  than  5 
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Who's  Where  in  Growth 


5- Year  Annual* 

5-Year  Annual* 

5-Year  Annual* 

5-Year 

Annual* 

Earnings  Per  Share  Growth 

Sales  Growth 

Earnings  Per  Share  Growth 

Sales  Growth 

Company 

Rank 

Percent 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Texas  Gas  Trans 

500 

—0.4 

375 

9.3 

Fairchild  Camera 

570 

—4.3 

744 

—0.5 

Consolidated  Edison 

501 

—0.4 

392 

9.1 

Union  Oil  California 

571 

—4.5 

550 

6.6 

A  0  Smith 

502 

—0.5 

532 

6.8 

Arkansas  Louis  Gas 

572 

-^.6 

565 

6.3 

Super  Food  Services 

503 

—0.5 

677 

3.8 

Keystone  Con  Inds 

572 

-4.6 

424 

8.6 

Bemis 

504 

—0.6 

406 

9.0 

ACF  Industries 
Southern  Pacific 

574 
575 

—4.6 
—4.7 

684 
574 

3.4 

North  Am  Rockwell 

505 

—0.6 

755 

—2.4 

6.1 

Union  Carbide 

505 

—0.6 

672 

3.9 

Crowell-Coll  &  Macm 

576 

-4.8 

166 

13.6 

Consumers  Power 

507 

—0.7 

442 

8.4 

W  R  Grace 

576 

—4.8 

471 

8.0 

Intl  Harvester 

508 

—0.7 

555 

6.5 

R  R  Donnelley  &  Sons 

578 

—4.8 

613 

5.5 

Pillsbury 

509 
510 

—0.8 
—0.9 

728 
631 

1.3 
5.1 

Great  North  Nekoosa 

579 

—4.9 

479 

7.8 

Allied  Stores 

Howmet 

580 

—5.0 

459 

8.2 

Zenith  Radio 

511 

—1.0 

720 

1.8 

General  Cigar 

581 

—5.2 

620 

5.3 

Uniroyal 

512 

—1.0 

616 

5.4 

MGM 

581 

—5.2 

765 

—5.4 

Parker-Hannifin 

513 

—1.1 

189 

12.8 

Marathon  Oil 

583 

—5.4 

131 

15.0 

Wickes 

514 

—1.1 

63 

20.3 

East  Gas  &  Fuel 

584 

—5.4 

412 

8.8 

Cook  United 

515 

—1.1 

490 

7.6 

Cluett,  Peabody 

585 

—5.5 

314 

10.2 

Phillips  Petroleum 

515 

—1.1 

678 

3.7 

International  Paper 

586 

—5.5 

522 

7.0 

Trans  World  Airlines 

517 

—1.1 

280 

10.8 

J  Weingarten 

587 

—5.5 

320 

10.1 

Skaggs  Companies 

518 

—1.2 

65 

20.2 

Babcock  &  Wilcox 

588 

—5.6 

362 

9.5 

Airco 

519 

—1.3 

706 

2.8 

Penn-Dixie  Cement 

589 

—5.6 

39 

25.1 

Stauffer  Chemical 

520 

—1.4 

656 

4.4 

A  E  Staley  Mfg 

590 

—5.6 

621 

5.3 

UV  Industries 

521 

—1.5 

59 

20.5 

Cummins  Engine 

591 

—5.7 

444 

8.3 

Interlake 

522 

—1.5 

571 

6.2 

Intl  Basic  Econ 

592 

—5.8 

571 

6.2 

Pub  Serv  Elec  &  Gas 

523 

—1.5 

369 

9.4 

United  Merch  &  Mfrs 

593 

—5.8 

638 

5.0 

Champion  Intl 

524 

—1.6 

317 

10.1 

Ogden 

594 

—5.9 

740 

0.1 

Union  Electric 

525 

—1.6 

438 

8.4 

Time  Inc 

595 

—5.9 

690 

3.2 

Dresser  Industries 

526 

—1.6 

280 

10.8 

Pennzoil  United 

596 

—6.0 

596 

5.8 

Burlington  Northern 

527 

—1.8 

660 

4.3 

Santa  Fe  Industries 

597 

—6.1 

679 

3.6 

A-T-O 

528 

—1.9 

259 

11.3 

Diamond  Shamrock 

598 

—6.1 

579 

6.1 

Great  Scott  Suprmkts 

528 

—1.9 

201 

12.4 

North  Amer  Philips 

599 

—6.1 

373 

9.3 

Insilco 

530 

—1.9 

179 

13.2 

Edison  Bros  Stores 

600 

—6.1 

668 

4.0 

Stokely-Van  Camp 

530 

—1.9 

641 

4.8 

Allied  Products 

601 

—6.2 

459 

8.2 

Sherwin-Williams 

532 

—1.9 

340 

9.7 

Kelsey-Hayes 

602 

—6.3 

435 

8.4 

WT  Grant 

533 

—2.1 

388 

9.2 

Armco  Steel 

603 

—6.4 

484 

7.7 

Sun  Oil 

534 

—2.1 

724 

1.6 

Addressograph-Multi 

604 

—6.5 

742 

—0.3 

Bethlehem  Steel 

535 

—2.2 

731 

1.1 

National  Steel 

605 

—6.5 

477 

7.8 

Continental  Oil 

535 

—2.2 

329 

9.9 

Pullman 

606 

—6.5 

739 

0.1 

Am  Metal  Climax 

537 

—2.3 

426 

8.6 

Pueblo  International 

607 

—6.6 

57 

20.8 

Fairmont  Foods 

538 

—2.3 

525 

6.9 

Inmont 

608 

—6.7 

696 

3.0 

Houdaille  Industries 

539 

—2.4 

623 

5.2 

McGraw-Hill 

609 

—6.8 

650 

4.6 

Washington  Natl  Corp 

540 

—2.4 

400 

9.0 

Aluminum  Co  America 

610 

—6.8 

673 

3.9 

Cities  Service 

541 

—24 

590 

5.9 

Continental  Airlines 

611 

—6.9 

149 

14.3 

Shell  Oil 

542 

—2.5 

244 

11.4 

Magnavox 

612 

—7.0 

560 

6.4 

Dravo 

543 

—2.5 

140 

14.5 

Rohr  Industries 

613 

—7.1 

644 

4.7 

GAF  Corp 

544 

—2.6 

515 

7.1 

Scott  Paper 

614 

—7.3 

671 

3.9 

Northrop 

545 

—2.7 

639 

4.9 

Universal  Oil  Prods 

615 

—7.4 

422 

8.7 

Inland  Steel 

546 

—2.7 

601 

5.7 

C&O/B&O  RR's 

616 

—7.4 

694 

3.1 

Western  Air  Lines 

547 

—2.7 

196 

12.6 

Chrysler 

617 

—7.4 

505 

7.3 

Grand  Union 

548 

—2.7 

508 

7.2 

Am  Smelting  &  Ref 

618 

—7.5 

633 

5.1 

Grolier 

549 

—2.8 

284 

10.7 

Stop  &  Shop 

619 

—7.5 

294 

10.5 

Akzona 

550 

—2.9 

55 

21.5 

International  Nickel 

620 

—7.7 

704 

2.8 

Atlantic  Richfield 

551 

—2.9 

486 

7.7 

Sheller-Globe 

621 

—7.9 

228 

11.7 

Kayser-Roth 

552 

—3.2 

501 

7.4 

Burlington  Inds 

622 

•—8.0 

652 

4.6 

Getty  Oil 

553 

—3.4 

654 

4.6 

United  States  Steel 

623 

-  -8.0 

698 

2.9 

Hershey  Foods 

554 
555 

—3.4 
—3.4 

317 
371 

10.1 
9.4 

American  Investment 

624 

—8.2 

617 

5.3 

Hart  Schaff ner  &  Marx 

Areata  Natl  Corp 

625 

—8.2 

201 

12.4 

Corning  Glass  Works 

556 

—3.5 

462 

8.2 

Ralph  M  Parsons 

626 

—8.2 

214 

12.2 

RCA  Corp 

557 

—3.6 

613 

5.5 

General  Cable 

627 

—8.7 

751 

—1.4 

Beech  Aircraft 

558 

—3.7 

741 

0.0 

New  York  Times 

628 

—8.8 

298 

10.4 

Interstate  Brands 

559 

—3.7 

542 

6.7 

Wallace  Murray 
NL  Industries 

629 
630 

—8.8 
--8.9 

635 
664 

5.0 

Reliance  Electric 

560 

—3.8 

178 

13.3 

4.1 

Harris-lntertype 

561 

—3.8 

451 

8.3 

Miles  Laboratories 

631 

—8.9 

463 

8.2 

Natl  Dist  &  Chem 

562 

—3.8 

666 

4.1 

Avco 

632 

—9.0 

621 

5.3 

Pitney-Bowes 

562 

—3.8 

699 

2.8 

General  Foods 

633 

—9.3 

507 

7.2 

Alexander  &  Baldwin 

564 

—4.0 

758 

—2.5 

Signal  Companies 

634 

—9.8 

736 

0.5 

Combustion  Engineer 

564 

—4.0 

214 

12.2 

Goldblatt  Brothers 

635 

—101 

651 

4.6 

Alcan  Aluminium 

566 

—4.0 

527 

6.9 

Gimbel  Brothers 

636 

—10.2 

635 

5.0 

Polaroid 

567 

—4.2 

438 

8.4 

Allied  Mills 

637 

—10.3 

195 

12.6 

Commercial  Metals 

568 

—4.2 

645 

4.7 

Fluor 

638 

—10  4 

553 

6.5 

Massey-Ferguson 

569 

—4.2 

649 

4.6 

Kroger 

638 

-10.4 

625 

5.2 

'The  growth  rate  may  be  less  than  5  years  as  footnoted  in  individual  industry  Yardsticks 
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Who's  Where  in  Growth 


5- Year  Annual* 

5-Year  Annual* 

5- Year  Annual* 

5-Year  Annual* 

Earnings  Per  Share  Growth 

Sales  Growth 

Earnings  Per  Share  Growth 

Sales  Growth 

Company 

Rank 

Percent 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Westvaco 

640 

—10.6 

643 

4.7 

SCM 

711 

—41.9 

517 

7.1 

Talley  Industries 

641 

—10.7 

714 

2.1 

H  K  Porter 

712 

—48.6 

762 

—4.1 

Mead 

642 

—10.8 

423 

8.6 

Cincinnati  Milacron 

713 

—49.8 

743 

—0.4 

Dillingham 

643 

—10.9 

357 

9.6 

Kaiser  Industries 

714 

—61.8 

773 

—16.6 

Shop-Rite  Foods 

644 

—11.0 

702 

2.8 

Amer  Chain  &  Cable 

715 

P-D 

747 

—1.3 

Clark  Oil  &  Refining 

645 

—11.2 

429 

8.5 

American  Bakeries 

715 

P-D 

717 

2.0 

George  A  Hormel 

646 

—11.4 

593 

5.8 

American  Can 

715 

P-D 

604 

5.6 

West  Point-Pepperell 

647 

—11.4 

683 

3.4 

American  Export  Inds 

715 

P-D 

332 

9.9 

J  Ray  McDermott 

648 

—11.5 

291 

10.5 

American  Standard 

715 

P-D 

608 

5.6 

Potlatch  Forests 

649 

—11.7 

581 

6.0 

Ampex 
Anaconda 

715 
715 

P-D 
P-D 

585 
757 

6.0 

General  Dynamics 

650 

—11.7 

767 

—6.6 

—2.5 

Carson  Pirie  Scott 

651 

—11.8 

600 

5.7 

Arlan's  Dept  Stores 

715 

P-D 

760 

—3.3 

De  Soto 

651 

—11.8 

151 

14.2 

Bangor  Punta 

715 

P-D 

289 

10.5 

Curtiss-Wright 

653 

—12.0 

536 

6.8 

Baza'r 

715 

P-D 

71 

19.0 

Lear  Siegler 

654 

—12.0 

421 

8.7 

Bergen  Brunswig 
Boise  Cascade 

715 
715 

P-D 
P-D 

568 
709 

6.2 

Kane-Miller 

655 

—12.2 

27 

32.4 

2.4 

Crown  Zellerbach 

656 

—12.3 

581 

6.0 

Borman's 

715 

P-D 

711 

2.2 

Pennwalt 

657 

—12.5 

433 

8.5 

Celanese 

715 

P-D 

681 

3.5 

Varian  Associates 

658 

—12.8 

631 

5.1 

Chicago  Milwaukee 

715 

P-D 

691 

3.1 

Jones  &  Laughlin 

659 
660 

—12.9 
—13.2 

716 
734 

2.1 

0.8 

Collins  Radio 

715 

P-D 

770 

—8.3 

Colt  Industries 

Columbia  Pictures 

715 

P-D 

679 

3.6 

Missouri  Pacific  R  R 

661 

—13.2 

482 

7.7 

Del  Monte 

715 

P-D 

699 

2.8 

Standard  Oil  (Ohio) 

662 

—13.4 

87 

17.4 

Diversified  Inds 

715 

P-D 

493 

7.5 

General  Instrument 

663 

—14.5 

559 

6.4 

E  F  MacDonald's 

715 

P-D 

695 

3.1 

Kennecott  Copper 

664 

—14.8 

299 

10.4 

Food  Fair  Stores 

715 

P-D 

407 

8.9 

Olin  Corp 

665 

—15.0 

625 

5.2 

Foodarama  Supermkts 

715 

P-D 

660 

4.3 

Northwest  Airlines 

667 

—15.1 

710 

2.2 

GAC  Corp 

715 

P-D 

76 

18.4 

F  &  M  Schaefer 

668 

—15.2 

154 

14.1 

Great  Atl  &  Pac  Tea 

715 

P-D 

725 

1.4 

USM 

669 

—15.5 

373 

9.3 

Great  Western  United 

715 

P-D 

756 

—2.4 

Union  Pacific  Corp 

670 
671 

—15.6 
—16.5 

257 
544 

11.3 
6.6 

Grumman 

715 

P-D 

772 

—9.8 

Gulf  Oil 

Interstate  Stores 

715 

P-D 

663 

4.2 

Sundstrand 

672 

—16.9 

688 

3.3 

Kaiser  Steel 

715 

P-D 

726 

1.3 

Texas  Gulf  Sulphur 

673 

—17.0 

594 

5.8 

Libby,  McNeill  &  Lib 

715 

P-D 

652 

4.6 

SCOA  Industries 

674 

—17.1 

659 

4.4 

Litton  Industries 

715 

P-D 

286 

10.6 

FMC 

675 
676 

—17.4 
—17.5 

689 
287 

3.3 
10.6 

LTV 

715 

P-D 

128 

15.2 

UAL 

Lykes-Youngstown 

715 

P-D 

752 

—1.9 

Midland-Ross 

677 

—17.8 

764 

—4.6 

Mattel 

715 

P-D 

158 

14.1 

Twentieth-Cent  Fox 

678 

—18.5 

766 

—5.8 

Natl  Cash  Register 

715 

P-D 

737 

0.3 

Chemetron 

679 

—18.6 

676 

3.9 

Occidental  Petroleum 

715 

P-D 

107 

16.3 

Cooper  Industries 

680 

—18.7 

597 

5.7 

Pan  Am  World  Airways 

715 

P-D 

561 

6.3 

National  Tea 

681 

—19.0 

587 

6.0 

Parkview-Gem 

715 

P-D 

769 

—7.7 

Commonwealth  Oil  Ref 

682 

—19.3 

271 

11.0 

Penn  Fruit 

715 

P-D 

138 

14.6 

National  Industries 

683 

—19.5 

186 

12.8 

Revere  Coppr  &  Brass 

715 

P-D 

729 

1.3 

B  F  Goodrich 

684 

—19.9 

623 

5.2 

Reynolds  Metals 

715 

P-D 

552 

6.5 

Alexander's 

685 
686 

—19.9 
—20.8 

470 
750 

8.0 
—1.4 

Saxon  Industries 

715 

P-D 

15 

37.8 

Ex-Cell-0 

Spencer  Foods 

715 

P-D 

69 

19.3 

Koehring 

687 

—20.9 

534 

6.8 

Thriftimart 

715 

P-D 

748 

—1.3 

Republic  Steel 

688 

—21.1 

730 

1.3 

United  Aircraft 

715 

P-D 

745 

—0.6 

VWR  United 

689 

—22.1 

400 

9.0 

United  Brands 

715 

P-D 

126 

15.2 

Whittaker 

690 

—22.4 

645 

4.7 

Ward  Foods 

715 

P-D 

648 

4.6 

Cerro 

691 

—22.4 

630 

5.1 

White  Motor 

715 

P-D 

713 

2.2 

Federal-Mogul 

692 

—22.9 

684 

3.4 

Chicago  Rock  Island 

762 

D-D 

592 

5.8 

Boeing 

693 

—23.3 

754 

—2.3 

First  Natl  Stores 

762 

D-D 

627 

5.2 

Norfolk  &  Western  Ry 

694 

—23.9 

399 

9.1 

Rath  Packing 

762 

D-D 

723 

1.6 

Acme  Markets 

695 

—24.4 

497 
633 

7.4 
5.1 

Allis-Chalmers 

DP 

727 

1.3 

Allegheny  Ludlum  Ind 

696 

—24.7 

Amer  Beef  Packers 

DP 

2 

59.5 

Allied  Supermarkets 

697 

—24.8 

348 

9.7 

American  Motors 

DP 

226 

11.8 

Kaiser  Alum  &  Chem 

698 

—24.9 

686 

3.3 

Bohack  Corp 

DP 

556 

6.4 

Illinois  Central  Inds 

699 

—25.0 

392 

9.1 

Brown  Company 

DP 

712 

2.2 

Lockheed  Aircraft 

700 

—25.9 

732 

647 
611 

0.9 

4.7 
5.5 

Fairchild  Industries 

DP 

738 

0.2 

Dan  River 
McLouth  Steel 

701 
702 

—28.1 
—28.3 

Hygrade  Food  Prods 
NVF 

DP 

DP 

753 
522 

—2.1 

7.0 

J  P  Stevens 
City  Stores 
Cyclops 

703 

—28.4 

715 

2.1 

Wheeling-Pitts  Steel 

DP 

682 

3.5 

704 

—32.6 

733 

0.9 

Arlen  Realty  &  Develop 

*• 

•  * 

705 
706 

—34.6 

—35.0 

197 
697 

12.6 
2.9 

General  Host 

•• 

•  • 

Arden-Mayfair 

McDonough 
National  Kinney 
Omega-Alpha 

•  • 

*• 

American  Airlines 

707 

—37.0 

348 

9.7 

•  • 

*• 

Kimberly-Clark 

708 

—37.4 

539 

6.7 

•  * 

•  • 

Genesco 

709 

—39.4 

365 

9.5 

Penn  Central 

•* 

•• 

Hammermill  Paper 

710 

—40.8 

444 

8.3 

Warner  Communication 

•• 

•  # 

P-D  Profit  to  deficit.        D-D  Deficit  to  deficit. 

DP  Deficit  to  profit;  not  ranked.        **| 
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More  natural  gas 
can  give  us  a  cleaner  world. 

But  it's  going  to  cost  more. 


Right  now  a  third  of  the  energy 
that  runs  America  is  natural  gas. 
Pollution  authorities  agree  that  gas 
burns  cleaner,  with  no  sulfur  and 
virtually  no  emissions.  The  more 
this  country  can  be  run  on  natural 
gas,  the  cleaner  it  will  be. 

But  right  now,  in  many  areas, 
clean  gas  energy  is  in  short  supply. 


Gas  is  there.  The  problem  is  getting 
at  it.  It's  going  to  take  deeper  wells 
than  ever  before.  Under-ocean 
drilling.  New  technologies. 

These  new  sources  mean  higher 
costs,  but  they're  essential  if 
America  is  to  have  the  gas  it  needs. 
And  remember,  with  rising  costs  for 
oil  and  electricity  also,  gas  will  still 
be  your  most  economical  buy  overall 


Conserve  6 
natural  gas. 

It's  pure 
energy. 


ACA 


American  Gas 
Association 


♦*»■ 


r* 


4? 


FA7*. 


r* 


<> 


** 


«»— ■ 


'.'=* 


Your  ships  can  t  cross 
ater  the  way  ours  can. 


With  all  due  respect,  we  can  ship 
virtually  any  cargo  across  the  water 
a  lot  more  smoothly  than  you  can. 

If  you  do  it  yourself,  you  put 
yourself  in  the  sticky  business  of 

signing,  financing,  purchasing, 
maintaining  and  running  your 
own  fleet. 

Which  inevitably  diverts  your 
;nergy  (not  to  mention  your  capital) 
from  the  business  you're  really  in. 

On  the  other  hand,  if  you  charter 


with  our  Marine  Transport  Lines 
subsidiary,  we  worry  about  the 
details  for  you.  Like  designing, 
financing,  purchasing,  maintaining 
and  running  the  fleet. 

Today,  GATX's  Marine 
Transport  Lines  has  on  charter  41 


that,  we  can  do  it  less  expensively 
than  the  competition  can. 

As  you  probably  know,  were  alsc 
in  the  tank  car  and  terminal  storage1 
leasing  business.  During  the  cm 
energy  crisis,  these  services  ma 
even  more  important  to  you. 

So  think  about  us  next  time  y 


ocean-going  ships.  And  we  operate  So  think  about  us  next  tir 
15  others  for  private  owners.  So  we  get  ready  to  go  to  sea.  We  ht 
can  offer  you  the  kind  of  specialized  better  way  ^^JV^\/V'V 
transportation  services  you  couldn't    to  get  across.  w!rAI/V,:; 

afford  tO  offer  yourself.  On  top  Of  General  American  Transport* 


we  made  a  deal  with  the 

big  wheel  at  wait  Disney  world, 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


INTERCITY  TRANSPORTATION  ■  SIGHTSEEING  TOURS  ■  TOUR  PLANNING  AND  WHOLESALING  •  AIRPORT  TRANSPORTATION  •  PHARMACEUTICALS 

FOOD  MANAGEMENT  SERVICE  •  MEAT  AND  POULTRY  PRODUCTS  •   CPOCERY  PRODUCTS  •  HOUSEHOLD  PRODUCTS  •  PERSONAL  CARE  PRODUCTS 

TECHNICAL  MANPOWER  SERVICES  •  OFFICE  HELP  •  EXHIBIT  &  DESIGN   SERVICES  •  AIRCRAFT  SERVICING  ■  PACKAGE  EXPRESS  •  MOVING  AND  STORAGE 

MONEY  ORDERS  •  LEASING  &  FINANCIAL  •  COMPUTER  LEASING  AND  SERVICE  •  CUSTOMS  BROKERAGE  •  INSURANCF  •  RENT-A-CARS 

RESTAURANTS  •  BUS  MANUFACTURING  •  DUTY-FREE  SHOPS 


Who's  Where 
in  the 

Stock 
Market 


In  the  following  table,  we  rank  763  companies  by  their  5- 
Year  Price  Change.  For  various  reasons,  17  companies 
were  not  ranked.  If  there  is  a  lesson  to  be  learned,  it  is 
that  the  stock  market  is  a  fickle  mistress  at  best.  Reflect 
a  moment:  The  glamour  stocks  of  five  years  ago— the  air- 
lines, the  conglomerates,  the  movie  companies— are  today's 


deadbeats.  Who  knows  where  today's  hot  stocks  will  be 
in  1973,  much  less  1977?  Of  the  top  six  companies,  four 
are  housing  companies.  All  seem  to  ha\e  peaked. 

Nothing  is  ever  certain  in  the  market.  An  investment 
of  $100  in  Polaroid  in  1967  would  be  worth  only  $96.70 
now.  But  an  investment  in  Sears,  Roebuck  five  years  ago 
would  have  almost  doubled.  Overall,  the  record  is  medio- 
cre. The  five-year  median  gain  in  price  for  all  763  compa- 
nies was  a  meager  5.6%— hardly  worth  the  effort. 

At  the  bottom  of  our  ranking,  where  you'd  expect  them, 
are  the  corporate  disasters  of  the  last  few  years— Penn 
Central,  L-T-V,  Litton  Industries,  Lockheed,  Boise  Cas- 
cade. Equally  predictably,  the  success  stories  are  at  the 
top— McDonald's,  Walt  Disney,  S.S.  Kresge,  Marriot.  Suc- 
cess may  or  may  not  breed  success.  But  in  today's  market 
it  certainly  breeds  big  premiums  in  P/E. 

IBM  was  still  first  in  total  stock  market  value.  At  $45.3 
billion,  it  was  far  ahead  of  second-place  AT&T  ($28  bil- 
lion). Others  in  the  elite  over-$15-billion  group  were  Gen- 
eral Motors  ($23.3  billion),  Eastman  Kodak  ($22.4  bil- 
lion), Exxon  ($19.6  billion)  and  Sears,  Roebuck  ($17.6 
billion).  Indeed,  the  top  nine  companies  in  market  valua- 
tion constitute  more  than  25%  of  the  total  market  value  of 
$755  billion  for  all  780  companies.  ■ 


Rank 

'72      '71       Company 


5-Year 
Price  Chang* 


1968-72 
Price  Range 


Recant 

Price 


Shares 

Outstanding 

(millions) 


Total 

Market 

Value 

(millions) 


Latest 
12-Month 
Earnings 
Per  Share 


Indicated 

1972 
Dividend 


Price/ 

Earnings 

Ratio 


Debt/ 
Equity 
Ratio 


1 

* 

Kaufman  &  Broad 

1,153.6% 

52V4- 

93/4 

43 

15.5 

680 

1.41 

0.12 

31 

0.4 

2 

• 

Fleetwood  Enterprise 

1,044.0 

49%- 

2% 

30 

11.5 

353 

1.17 

0.12 

26 

0.0 

3 

• 

McDonald's  Corp 

813.8 

65     - 

5% 

65 

38.9 

2,563 

1.05 

none 

63 

0.8 

4 

1 

Skyline  Corp 

742.0 

74     - 

5% 

52 

11.3 

592 

1.86 

0.22 

28 

0.0 

5 

• 

Walt  Disney 

634.8 

2013/4- 

183/4 

199 

13.8 

2,747 

2.90 

0.20t 

69 

0.3 

6 

21 

Federal  Natl  Mort  Asm 

502.4 

27%- 

3% 

22 

44.5 

1,000 

2.08 

0.33 

11 

36.8 

7 

15 

Schlumberger 

427.5 

83     - 

15% 

83 

37.2 

3,101 

1.83 

0.49 

46 

0.3 

8 

39 

Philip  Morris 

412.4 

1163/4- 

22 

114 

26.2 

2,990 

4.56 

1.26 

25 

0.6 

9 

• 

Bath  Industries 

409.7 

46%- 

5% 

37 

7.4 

275 

2.66 

0.20 

14 

0.6 

10 

19 

Jos  Schlitz  Brewing 

381.4 

61%- 

11% 

59 

29.0 

1,722 

1.51 

0.55 

39 

0.3 

11 

8 

S  S  Kresge 

376.8 

491/2- 

8% 

46 

117.2 

5,464 

0.90 

0.17 

52 

0.3 

12 

26 

Fischbach  &  Moore 

366.1 

69%- 

13% 

63 

2.7 

174 

2.60 

0.82 

24 

0.2 

13 

• 

Gannett 

357.4 

41%- 

7% 

34 

20.3 

708 

1.42 

0.24 

25 

0.5 

14 

7 

Ryder  System 

353.1 

44%- 

7% 

36 

12.0 

435 

1.28 

0.26 

28 

1.8 

15 

38 

Roadway  Express 

352.9 

29%- 

4 

28 

19.7 

568 

1.15 

0.15 

25 

0.0 

16 

12 

Genuine  Parts 

330.6 

50%- 

8% 

38 

15.6 

603 

1.14 

0.45 

34 

0.0 

17 

* 

Daniel  International 

322.1« 

35     - 

63/4 

33 

4.3 

142 

2.04 

0.34 

16 

0.1 

18 

44 

Halliburton 

310.0 

1363/4- 

30 

127 

17.6 

2,250 

3.66 

1.05 

35 

0.3 

19 

17 

Johnson  &  Johnson 

304.6 

133     - 

243/4 

123 

56.1 

6,937 

2.11 

0.45 

59 

0.0 

20 

57 

Ohio  Casualty 

301.7 

60%- 

131/4 

59 

5.7 

343 

4.50 

0.90 

13 

0.0 

21 

48 

Chicago  Bridge  &  Iron 

284.0 

60    - 

12 

60 

9.8 

586 

3.65 

0.81 

16 

0.0 

22 

29 

Masonite 

277.1 

69%- 

16% 

66 

7.9 

521 

3.34 

0.76 

20 

0.0 

23 

27 

Malone  &  Hyde 

273.6 

37     - 

7% 

33 

5.9 

198 

1.19 

0.30 

28 

0.2 

24 

183 

Chubb 

267.8 

66%- 

14 

63 

12.2 

777 

3.50 

1.11 

18 

0.0 

25 

226 

St  Paul  Companies 

262.2 

110     - 

23% 

107 

10.5 

1,130 

5.65 

1.28 

19 

0.0 

26 

23 

Marriott 

252.7 

40%- 

9% 

38 

29.3 

1,135 

0.65 

none 

60 

1.0 

27 

49 

Hoover 

250.7 

42    - 

9 

32 

13.2 

434 

2.08 

0.72 

16 

0.1 

28 

20 

Leaseway  Transport 

237.7 

62%- 

9 

51 

6.5 

333 

2.42 

0.4  If 

21 

2.1 

29 

4 

Jack  Eckerd 

229.6 

40%- 

5% 

40 

16.7 

676 

0.79 

0.15 

51 

0.2 

30 

•  . 

Yellow  Freight  System 

223.2 

46%- 

8 

45 

7.0 

317 

2.19 

0.44 

21 

0.7 

31 

36 

American  Express 

221.1 

65     - 

15% 

61 

48.6 

2,964 

1.56 

0.48 

39 

0.0 

32 

• 

First  Charter  Fin 

215.6 

34%- 

8% 

32 

24.3 

789 

2.62 

nonef 

12 

0.0 

33 

114 

Safeco 

210.2 

65%- 

19 

61 

13.4 

814 

3.90 

0.78 

16 

0.0 

34 

5 

Tandy 

207.3 

49     - 

11% 

42 

11.1 

467 

1.58 

none 

27 

0.3 

35 

46 

Certain-teed  Prods 

207.2 

30%- 

6% 

24 

10.6 

253 

2.04 

0.42 

12 

0.4 

36 

11 

Melville  Shoe 

206.7 

39%- 

93/4 

32 

23.5 

771 

1.07 

0.42 

31 

0.3 

'Not  ranked  last  year.        tPlus  stock.        tfThree-year  price  gain. 
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Total 

Latest 

Shares 

Market 

12-Month 

Indicated 

Price/ 

Debt/ 

Rank 

5- Year 

1968-72 

Recent 

Outstanding 

Value 

Earnings 

1972 

Earnings 

Equity 

•72        '71 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

37    130 

AMP 

205.0 

1201/z-  283/8 

114 

12.3 

1,402 

2.47 

0.67 

46 

01 

38    127 

Howard  Johnson 

202.9 

32%-     5% 

32 

21.7 

693 

0.86 

0.13 

37 

0.0 

38       * 

National  Homes 

202.9 

383/8-    4% 

12 

7.0 

90 

•     1.09 

020 

12 

05 

40     60 

Black  &  Decker 

201.9 

113»/2-  273/4 

104 

12.8 

1,334 

214 

root 

49 

0.2 

41    275 

Lincoln  Natl  Corp 

195.4 

45»/2-  26% 

43 

19.4 

848 

3.55 

104 

12 

0.0 

42       2 

Fedders 

193.4 

50    -     9V2 

34 

11.1 

385 

059 

0  50 

59 

0.6 

43     51 

Fred  Meyer 

191.6 

291/4-     7V4 

24 

4.8 

116 

144 

0.30f 

17 

0.3 

44    128 

First  Bank  System 

191.1 

67i/2-  2i% 

61 

14.7 

904 

4.47 

none 

11 

0.0 

45    110 

Dillon  Companies 

190.4 

393/4-  I21/4 

35 

4.4 

157 

165 

0  80f 

21 

0.5 

46    194 

Maremont 

186.9 

54%-    4% 

49 

3.8 

186 

2.51 

nonef 

20 

0.5 

47      84 

Eli  Lilly 

186.3 

80    -  23i/2 

75 

68.4 

5.187 

2.24 

073 

34 

0.0 

48     34 

General  Reinsurance 

186.2 

485     -  58% 

479 

2.7 

1,304 

12  40 

0.60 

39 

0.0 

49    208 

Blue  Bell 

185.2 

523/4-   12% 

37 

6.0 

223 

2.51 

0.62 

15 

02 

50     42 

Anheuser-Busch 

182.5 

80 1/4-  38 

58 

45.0 

2,638 

2.35 

0.58 

25 

0.3 

51     67 

Crum  &  Forster 

178.5 

391/4-  10% 

37 

12.1 

450 

3.25 

1.12 

11 

0.0 

52     30 

Mercantile  Stores 

177.4 

150     -  46% 

144 

2.9 

425 

6.28 

1.40 

23 

0.3 

53     89 

J  C  Penney 

176.8 

92     -  273/4 

91 

56.5 

5,142 

2  65 

104 

34 

02 

54       * 

Petrolane 

175.4 

31%-     9% 

29 

9.3 

274 

167 

0.34 

13 

05 

55       * 

McDonough 

172.2$ 

501/z-  12 

39 

2.0 

79 

4  12 

0.50 

9 

0.7 

56     71 

Weyerhaeuser 

169.8 

621/4-  18% 

53 

64.9 

3,449 

2.24 

0.83 

24 

0.4 

57       3 

Loew's 

168.9 

61 1/2-  14 

50 

14.5 

731 

365 

1.12 

14 

2.3 

58     53 

Gr  Western  Financial 

166.4 

36     -  11% 

34 

14.9 

516 

2.36 

0.30 

15 

0  1 

59       * 

First  Penna  Corp 

165.5 

523/4.  18% 

46 

12.5 

576 

2.88 

1.16 

16 

0.4 

60     33 

Pabst  Brewing 

163.8 

1003/4-  30 

84 

9.5 

807 

2.94 

0.83 

29 

00 

61    207 

Beneficial  Corp 

161.2 

55%-  203/4 

54 

18.2 

996 

3.84 

1.10 

14 

1.9 

62     58 

AMF 

160.5 

671/4-  16% 

54 

18.8 

1,020 

2.92 

1.04 

19 

07 

63       * 

Baxter  Laboratories 

158.5 

55     -  16% 

53 

28.7 

1,523 

0.71 

013 

75 

09 

64    162 

Signode 

155.8 

721/4-  241/4 

72 

4.7 

340 

347 

1  14 

21 

03 

65       * 

Flying  Tiger 

155.1 

43     -     61/2 

43 

9.5 

408 

1.88 

nonet 

23 

21 

66    100 

Quaker  Oats 

152.2 

46     -  15% 

44 

20.4 

900 

1.86 

0.71 

24 

0.5 

67    199 

First  Natl  City  Corp 

151.8 

763/4-  27% 

68 

56.5 

3,880 

456 

1.32 

15 

0.1 

68   619 

Govt  Employees  Ins 

151.4 

891/2-  37 

59 

17.0 

1,015 

1.80 

066 

33 

00 

69       * 

Unionamerica 

151.4 

421/2-  15 

39 

10.4 

413 

3.41 

0.80 

12 

04 

70     68 

Oscar  Mayer 

149.5 

35%-  10% 

30 

9.4 

285 

1.70 

0  62 

18 

0.3 

71    235 

Jefferson-Pilot 

149.1 

73%-  23% 

69 

12.0 

831 

3.50 

0  91 

20 

0.0 

72   354 

First  Chicago  Corp 

148.6 

62%-  23 

59 

19.3 

1,136 

484 

1.55 

12 

02 

73    122 

Texas  Eastern  Trans 

145.8 

57%-  213/4 

54 

23.0 

1,252 

3.16 

1.55 

17 

16 

74     64 

Marcor 

144.4 

38%-   IIV4 

30 

27.9 

844 

194 

080 

16 

07 

75     48 

Flickinger 

144.1 

30%-     53/4 

20 

1.1 

22 

2.27 

052 

9 

0.3 

76    161 

Distillers  Corp-Seag 

141.7 

44%-  18 

43 

35.1 

1,526 

1.85 

0.70 

24 

0.4 

77   445 

Upjohn 

139.3 

1273/4.  32% 

119 

14.7 

1,761 

312 

1  65 

38 

0.0 

78     75 

Carnation 

139.0 

144     -  53  >/4 

132 

11.6 

1,536 

568 

134 

23 

0.3 

79    150 

Union  Camp 

136.9 

49     -  17 

45 

15.1 

691 

231 

104 

20 

0.7 

80    142 

Procter  &  Gamble 

134.4 

1123/4-  40% 

108 

81.9 

8,861 

348 

1  53 

31 

0.2 

81     82 

Stanley  Works 

133.4 

483/4-  15 

44 

7.6 

342 

309 

0.82t 

14 

02 

82       * 

Centex 

133.3 

383/4-     43/4 

27 

12.6 

342 

0.97 

none 

28 

0.9 

83     35 

Southland  Corp 

133.0 

383/4-  121/2 

33 

15.4 

511 

1.67 

023t 

20 

0.7 

84       * 

USLIFE 

132.0 

74%-  191/2 

70 

7.8 

550 

3.65 

0  52 

19 

00 

85     55 

Burroughs 

132.0 

227     -  78% 

215 

18.6 

3,990 

4.45 

062 

48 

0.6 

86   238 

Northwest  Bancorp 

127.9 

58%-  24% 

57 

11.6 

661 

356 

145 

16 

0.2 

87       * 

Richmond  Corp 

127.1 

63     -  233/4 

60 

6.3 

385 

515 

1  04 

12 

00 

88     10 

Fisher  Foods 

124.0 

34%-     7% 

17 

5.9 

104 

141 

020t 

12 

1  6 

89   204 

J  P  Morgan  &  Co 

123.2 

114%-  46i/2 

102 

18.3 

1,872 

6.52 

2.80 

16 

0.2 

90 

General  Signal 

121.2 

57%-  I91/4 

54 

5.4 

296 

2.30 

062 

24 

0  1 

91     80 

Evans  Products 

120.9 

28%-     9% 

25 

16.2 

420 

162 

030t 

16 

08 

92     18 

Lucky  Stores 

120.8 

22%-     7 

16 

31.0 

503 

1.33 

0.50t 

12 

06 

93     65 

Whirlpool 

120.6 

40%-  15 

37 

35.8 

1,343 

1.69 

055 

22 

0.3 

94   334 

Hoerner  Waldorf 

119.3 

38     -  15% 

37 

6.6 

244 

2.31 

0  94 

16 

07 

95    145 

PACCAR 

117.9 

481/4-  123/4 

48 

8.3 

396 

497 

none 

10 

0.2 

96    171 

PepsiCo 

117.8 

90%-  361/4 

87 

23.6 

2,053 

2.95 

100 

30 

05 

97    154 

Southern  Railway 

117.7 

57     -  20 

50 

14.4 

730 

4.33 

166 

12 

07 

98    139 

Crown  Cork  &  Seal 

116.8 

27     -  10% 

26 

19.8 

525 

1.55 

3.00 

17 

02 

*Not  ranked  last  year.        tPlus  stock. 

tFour-year  price  gain. 
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From  bicycle 
bolts  to  the 
planet  Jupiter 


We've  come  a  long  way. 

And  right  from  the  start,  our  special 
skill  was  turning  new  ideas  into  useful 
(and  profitable)  products  and  services. 

We  started  in  1901  as  the  Cleveland 
Cap  Screw  Company.  We  made  a  better 
bicycle  bolt. 

Soon,  it  was  engine  valves  for 
horseless  carriages. 

Today,  almost  every  automobile  in  the 
world  contains  TRW  parts.  Your  car  may 
have  as  many  as  200  TRW  parts.  Valves, 
pistons,  piston  rings,  ball  joints,  steering 
gears,  to  name  a  few. 

And  our  replacement  parts  business, 
started  in  the  '30s,  is  flourishing. 

Auto  parts  led  us  to  aviation  parts.  Our 
aircraft  valves  helped  power  Lindbergh's 
Spirit  of  St.  Louis.  Then  known  as 
Thompson  Products,  we  created  the 
Thompson  Trophy,  a  symbol  of  aviation 
progress  for  over  three  decades. 

When  jets  came  along,  we  pioneered 
in  producing  turbine  blades  and  other 
engine  parts.  Today,  we're  the  largest 
independent  supplier  of  these  components. 

After  World  War  II,  we  entered  two  new 
markets:  electronics  and  industrial 
products 

In  1  958,  our  merger  with  an  electronics 
and  systems  engineering  company, 
Ramo-Wooldridge,  gave  us  a  new  name: 
Thompson  Ramo  Wooldndge  Inc.  — 
shortened  to  TRW  in  1965 

Our  merger  led  to  something  else. 
Space. 

TRW  was  the  first  industrial  company  to 
build  a  spacecraft:  Pioneer  I 

A  host  of  spacecraft  followed    From 
nuclear  test  detection  satellites  to 
geophysical  observatories  to  civilian  and 
military  communication  satellites. 

Then,  the  Apollo  missions.  Now. 
Pioneer  F  on  its  way  to  Jupiter 

The  technology  we  developed  from 
space  projects  is  being  put  to  work  here 
on  Earth.  Not  just  for  profitable  products 
and  services  such  as  our  automated 
control  systems  or  retail  data  management 
systems.  But  also  to  help  find  solutions 
to  major  problems  facing  society.  From 
urban  development  and  pollution  control 
to  mass  transportation  and  traffic  control. 

Today.  TRW  is  a  diversified  company 
with  worldwide  sales  of  more  than  $1 .5 
billion.  We've  grown  a  long  way.  And  we 
have  a  long  way  to  grow. 

For  copies  of  TRW's  latest  financial 
reports,  write  Marshall  A.  Petersen. 
Director  of  Investor  Relations,  TRW  Inc., 
23555  Euclid  Ave.,  Cleveland,  Ohio  44117. 

TRW. 

TRW  Inc..  Cleveland.  Ohio  441 1  7. 
A  diversified  company  specializing  in 
high-technology  products  and  services 
for  worldwide  markets. 
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99     97 

Coca-Cola 

115.1 

147 

■  61% 

142 

59.7 

8,500 

3.12 

1.64 

46 

0.0 

100   237 

Winn-Dixie  Stores 

113.0 

40 

17% 

39 

19.2 

765 

1.99 

1.18 

20 

0.0 

101    141 

Warner-Lambert 

112.7 

100% 

52 

96 

38.8 

3,725 

3.07 

1.35 

31 

0.1 

102    147 

Chesebrough-Pond's 

111.3 

86% 

323/4 

86 

12.2 

1,056 

2.14 

1.08 

40 

0.3 

103   201 

Motorola 

110.3 

129% 

31 

123 

13.6 

1,674 

3.38 

0.62 

36 

0.2 

104    130 

Clark  Equipment 

106.7 

60i/4 

23 

54 

13.4 

728 

2.92 

1.45 

19 

0.4 

105    189 

Hewlett-Packard 

106.3 

77% 

■  19% 

74 

26.4 

1,953 

1.37 

0.20 

54 

0.0 

106     16 

Brunswick 

105.9 

553/8 

9% 

34 

18.8 

653 

1.80 

0.16 

19 

0.4 

107    133 

Cummins  Engine 

105.2 

69% 

25% 

57 

6.7 

387 

1.50 

0.92 

39 

0.5 

108   283 

Connecticut  General 

102.0 

87% 

323/4 

83 

18.0 

1,502 

5.10 

0.87 

16 

0.0 

109   220 

Merck 

101.2 

89% 

363/4 

84 

72.9 

6,190 

1.93 

1.12 

44 

0.1 

110    251 

Norton  Simon 

101.0* 

42i/2 

13% 

42 

26.0 

1,091 

1.77 

0.13f 

24 

0.6 

111    121 

Am  Home  Products 

100.9 

121i/2 

50% 

115 

51.7 

5,982 

3.14 

1.77 

37 

0.0 

112       * 

Lubrizol 

100.7 

561/z 

17% 

38 

20.2 

771 

1.22 

0.42 

31 

0.0 

113    267 

Rohm  &  Haas 

97.6 

85i/2 

26% 

82 

12.9 

1,059 

3.06 

0.82 

27 

0.3 

114     47 

Daylin 

97.3 

27% 

9 

18 

5.7 

103 

1.60 

0.24 

11 

0.8 

115    152 

Colgate-Palmolive 

97.2 

911/2 

3IV2 

87 

20.8 

1,824 

3.18 

1.46 

28 

01 

116    119 

Sears,  Roebuck 

96.3 

119% 

51 

112 

156.1 

17,586 

3.77 

1.61 

30 

0.2 

117   205 

Squibb  Corp 

95.4 

109% 

351/4 

96 

22.1 

2,133 

3.13 

1.52 

31 

0.4 

118      14 

Jim  Walter 

94.4 

46i/4 

•  16% 

35 

13.7 

478 

2.49 

0.52 

14 

0.4 

119     69 

Lane  Bryant 

93.6 

35% 

•  121/2 

30 

4.6 

137 

1.79 

0.65f 

17 

0.2 

120    146 

Hobart  Manufacturing 

90.2 

35% 

14% 

35 

11.3 

397 

1.36 

0.61 

26 

0.4 

121 

Riviana  Foods 

89.7 

43% 

13% 

37 

4.7 

174 

1.41 

084 

26 

0.6 

122    240 

BankAmerica  Corp 

87.9 

503/4 

24'/4 

47 

68.9 

3,266 

2.76 

1.14 

17 

0.1 

123       • 

Wachovia 

87.6 

45 

20% 

41 

10.5 

434 

2.12 

0.62 

20 

0.5 

124     22 

Collins  &  Aikman 

87.4 

321/4 

9 

18 

11.6 

215 

1.92 

0.56 

10 

0.3 

125 

Brockway  Glass 

87.3 

42i/2 

13 

29 

4.9 

144 

2.92 

0.72 

10 

0.2 

126   270 

Ralston  Purina 

86.4 

44 

•  19i/4 

42 

32.0 

1,373 

1.73 

0.70 

25 

0.6 

127    271 

Eastman  Kodak 

85.9 

145 

■  57% 

138 

161.5 

22,374 

3.08 

1.39 

45 

0.1 

128    175 

Household  Finance 

83.1 

40 

19% 

38 

40.8 

1,551 

2.33 

0.83 

16 

1.6 

129   317 

Aetna  L'fe  &  Caslty 

82.7 

79% 

32% 

76 

26.7 

2,047 

7.00 

1.66 

11 

0.0 

130 

Perkin-Elmer 

82.7 

431/2 

8% 

37 

15.4 

570 

0.81 

2.08 

46 

0.1 

131    367 

Delta  Air  Lines 

81.3 

61% 

23 

61 

19.8 

1,227 

2.33 

0.50 

27 

0.4 

132     79 

H  J  Heinz 

80.1 

48 

2OV4 

43 

15.1 

647 

2.83 

1.03 

15 

0.2 

133     72 

Pac  Gamble  Robinson 

80.0 

473/4 

11% 

19 

1.4 

29 

2.21 

1.04t 

9 

0.1 

135    209 

Minn  Mining  &  Manuf 

79.6 

87% 

351/2 

84 

112.9 

9.580 

2.10 

0.96 

40 

0.1 

135       * 

Continental  Illinois    • 

79.5 

61% 

291/2 

57 

17.2 

985 

4.56 

182 

13 

00 

136     99 

VF  Corp 

78.8 

33% 

IOV4 

32 

9.8 

320 

1.70 

0.55 

19 

0.1 

137    187 

Emerson  Electric 

78.5 

96% 

42 

89 

23.1 

2,054 

2.64 

120 

34 

0.2 

138     92 

Avon  Products 

78.4 

133 

55 

126 

57.8 

7,328 

2.09 

1.35 

61 

0.1 

139     25 

Pittston 

78.1 

51 

12% 

26 

16.3 

434 

1.14 

060f 

23 

0.5 

140    185 

Air  Prods  &  Chems 

77.9 

741/4 

281/2 

66 

6.1 

411 

293 

0.20t 

23 

0.8 

141 

Williams  Companies 

77.7tf 

523/4 

151/2 

49 

7.9 

393 

4.29 

0.72 

12 

1.8 

142     76 

Campbell  Taggart 

77.6 

421/2 

I41/2 

29 

4.5 

134 

3.57 

1.03 

8 

0.2 

143   606 

Deere 

77.6 

471/2 

13% 

47 

29.1 

1,382 

3.50 

1.04 

14 

0.3 

144     78 

Georgia  Pac.fic 

77.2 

60 

25% 

44 

52.1 

2,332 

2.20 

0.80f 

20 

1.1 

145    113 

American  Petrofina 

76.7 

36 

17% 

32 

7.7 

248 

2.15 

1.10 

15 

05 

146   225 

Union  Pac  f  c  Corp 

76.3 

67 

293/4 

67 

22.5 

1,506 

1.56 

2.00 

43 

0.3 

147    106 

Champiun  Spark  Plug 

76.2 

54 

193/4 

44 

12.5 

555 

2.99 

1.24 

15 

0.2 

148    134 

Broadway-Hale 

75.2 

44% 

15% 

44 

16.6 

729 

1.72 

0.68 

26 

0.4 

149    193 

Moore 

74.8 

57 

251/4 

51 

28.4 

1,454 

1.55 

065 

33 

0.1 

150    190 

Richardson-Merrell 

74.6 

79 

36V4 

75 

11.3 

853 

3.23 

103 

23 

0.1 

151    176 

Dow  Chemical 

74.3 

1063/4 

39% 

101 

45.7 

4,624 

4.85 

180 

21 

0.8 

152   261 

U  S  Fidelity  &  Guar 

74.3 

511/2 

20% 

44 

16.6 

743 

3.75 

2.28 

12 

00 

153    197 

Pfizer 

74.1 

46 

■  18% 

43 

68.8 

3,008 

1.48 

0  62 

30 

0.1 

154     77 

Heublein 

73.5 

653/4 

261/2 

56 

20.0 

1,130 

111 

0.89 

51 

0.5 

155    140 

Dun  &  Bradstreet 

73.2 

81%-  37 

76 

13.0 

987 

2.54 

161 

30 

00 

156   403 

Mobil  Oil 

72.1 

75%-  36 

73 

101.5 

7,451 

5.53 

2.65 

13 

0.2 

157    260 

Hiram  Walker 

72.0 

521/4-  27V, 

52 

17.3 

902 

3.14 

1.45 

17 

0.0 

158   323 

Cessna  Aircraft 

71.9 

36%-  11% 

35 

7.4 

259 

1.91 

0.68t 

18 

0.6 

159     62 

Norris  Industries 

71.6 

581/4-  12  n 

44 

4.2 

187 

3.95 

104 

11 

0.0 

160   383 

First  Natl  Boston 

71.6 

50     -  273,i 

46 

12.0 

561 

3.45 

153 

14 

0.0 

•Not  ranked  last  year.        tPlus  stock.        jFour-year  price  gain.         ;tThree-year  price  gain. 
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special  interest  magazines 
are  not  created  equal. 


Your  friendly  neighborhood  newsdealer  is  up  to  his 
elbows  in  special  interest  magazines. 

The  big  one  is  TV  Guide.  We  sell  over  17  million  copies 
every  week,  because  one-fourth  of  America's  adults  agree  tele- 
vision is  too  big  and  too  important  to  overlook. 

When  you  think  about  it,  television  has  changed  our 
leisure,  our  politics  and  probably  the  way  we  all  think.  Writing 
about  that  is  as  much  a  part  of  TV  Guide  as  our  programming. 

Editorial  focus  is  subjective  until  you  go  to  market. 
Last  year,  readers  spent  more  money  for  TV  Guide  than  for 
any  other  magazine  in  America. 

In  1972,TV  Guide  carried  more  than  $100 
million  in  ad  revenue. 

Performance.  It's  a  terrific  environment 
for  advertising. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS.  INC 


Sell  with  the  one  that's  selling. 


ScxiTces  ABC,  PIB 


Who's  Where  in  the  Stock  Market 


Rank 
'72        '71 


Company 
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161 

73 

ARA  Services 

71.5 

187     - 

723/4 

143 

5.6 

804 

4.31 

1.20 

33 

0.5 

162 

24 

Holiday  inns 

71.4 

55%- 

19% 

45 

30.1 

1,373 

1.32 

0.27 

35 

0.8 

163 

* 

Travelers 

70.7 

47     - 

21 

42 

45.1 

1,933 

3.60 

0.83 

12 

0.0 

164 

340 

General  Mills 

70.6 

60 1/4- 

23% 

58 

20.9 

1,225 

2.14 

0.98 

27 

0.7 

165 

348 

INA 

70.1 

57i/2- 

221/4 

49 

24.1 

1,198 

4.75 

1.46 

10 

0.0 

166 

297 

Safeway  Stores 

69.6 

42%- 

22% 

41 

25.6 

1,055 

3.41 

1.35 

12 

0.1 

167 

* 

Turner  Construction 

63.6* 

283/4- 

93/4 

24 

1.0 

25 

2.90 

0.90 

9 

0.0 

168 

219 

Owens-Corning  Fiberg 

68.6 

58V4- 

293/4 

52 

14.7 

771 

2.27 

0.78 

23 

0.5 

169 

265 

Mfrs  Hanover 

63.1 

40     - 

22% 

37 

28.4 

1,064 

3.66 

1.56 

10 

0.1 

170 

470 

Am  Broadcasting  Cos 

67.9 

81%- 

19% 

73 

8.4 

622 

3.67 

1.20 

20 

1.1 

171 

513 

Curtiss-Wright 

67.6 

59»/4- 

10% 

36 

8.3 

302 

0.64 

none 

57 

0.1 

172 

* 

Weis  Markets 

67.3 

29%- 

13 

21 

6.1 

133 

1.56 

0.48 

14 

0.0 

173 

120 

Jewel  Companies 

67.2 

66'/2- 

31 

55 

7.4 

410 

385 

1.63 

14 

0.6 

174 

111 

Am  Hospital  Supply 

67.0 

55%- 

243/4 

49 

34.6 

1,721 

0.96 

0.27 

52 

0.1 

174 

63 

Tecumseh  Prods 

67.0 

198     - 

90 

172 

1.8 

314 

10.91 

3.69 

16 

0.0 

17G 

155 

G  D  Searle 

67.0 

109%- 

33% 

94 

13.4 

1,272 

2.94 

1.30 

32 

0.3 

177 

354 

Houston  Natural  Gas 

66.9 

58i/4- 

28% 

56 

6.8 

383 

2.76 

0.63 

21 

1.0 

178 

385 

ConAgra 

65.9 

243/4- 

11 

14 

2.8 

41 

1.14 

0.50f 

13 

1.0 

179 

Ralph  M  Parsons 

65.3f4 

31     - 

II1/2 

25 

2.2 

56 

1.18 

0  20 

21 

0.0 

180 

41 

Giant  Food 

64.6 

35%- 

123/4 

20 

3.1 

63 

2  09 

0.55t 

10 

0.4 

181 

531 

NLT  Corp 

63.6 

59     - 

21% 

56 

17.1 

963 

443 

0.60 

13 

0.0 

182 

184 

Dana 

63.3 

421/4- 

183/4 

39 

13.5 

532 

3.23 

1.29 

12 

0.3 

183 

192 

CIT  Financial 

63.0 

60     - 

311/4 

53 

19.9 

1,064 

4.01 

200 

13 

1.8 

184 

91 

Combustion  Engineer 

61.6 

751/z- 

26% 

60 

9.9 

592 

2.09 

1.43 

29 

0.3 

185 

378 

Hercules 

61.3 

73i/2- 

231/2 

73 

20.0 

1,464 

3.33 

1.25 

22 

0.3 

186 

249 

Square  D 

60.9 

43%- 

17% 

37 

22.9 

849 

154 

0.96 

24 

0.0 

187 

* 

Fed-Mart 

59.2 

293/4- 

9% 

19 

1.3 

25 

205 

none 

9 

1.3 

188 

374 

Texas  Instruments 

58.1 

190     - 

61% 

170 

11.1 

1,889 

3.93 

0.84 

43 

0.3 

189 

Southwest  Forest  Ind 

57.8 

35%- 

73/4 

12 

4.9 

62 

160 

none 

8 

1.0 

190 

126 

Archer-Daniels-Mid 

57.7 

483/4- 

2IV4 

45 

3.4 

156 

3.45 

1.00 

13 

0.7 

191 

332 

Caterpillar  Tractor 

57.1 

69i/2- 

30 

68 

57.0 

3,881 

3  16 

1.40 

22 

0.2 

192 

215 

Southern  Pacific 

55.3 

52     - 

213/4 

46 

26.6 

1,226 

2.89 

2.06 

16 

0.4 

K3 

125 

Dart  Industries 

55.1 

573/4- 

22% 

50 

19.5 

974 

2.40 

0.30f 

21 

0.3 

194 

276 

Standard  Oil  (Ind) 

55.0 

873/4. 

35 

83 

69.6 

5,836 

5.26 

239 

16 

0.3 

195 

320 

Abbott  Laboratories 

54.5 

88    - 

41% 

72 

13.5 

982 

2  67 

1.10 

27 

0.4 

196 

443 

Hyster 

54.4 

571/2- 

26 

56 

2.7 

154 

383 

1.35 

15 

0.4 

197 

81 

Simmons 

54.2 

413/4- 

15% 

27 

6.6 

181 

2  27 

1.00 

12 

0.2 

198 

401 

Allied  Mills 

54.1 

39%- 

13% 

22 

2.7 

62 

095 

0.75 

24 

0.5 

199 

413 

Wells  Fargo 

53.7 

31%- 

131/2 

27 

18.6 

501 

189 

0.86 

14 

0.2 

200 

269 

Ingersoll-Rand 

51.8 

71     - 

32 

67 

15.2 

1,015 

391 

2.08 

17 

0.2 

201 

232 

Anderson-Clayton 

51.8 

59     - 

303/4 

54 

3.2 

174 

489 

1.20t 

11 

0.2 

202 

398 

Western  Union 

51.8 

69%- 

31 

53 

12.5 

676 

2.29 

1.40 

24 

0.9 

203 

256 

Kerr-McGee 

50.8 

63     - 

19% 

62 

22.6 

1,421 

292 

0.60 

21 

0.6 

204 

165 

Federated  Dpt  Stores 

50.0 

581/2- 

251/4 

56 

44.1 

2,482 

2.32 

1.03 

24 

0.2 

205 

188 

Sterling  Drug 

49.6 

38i/2 - 

18% 

35 

58.6 

2,053 

1.15 

0.55 

30 

0.0 

206 

246 

Kellogg 

49.4 

32    - 

17% 

31 

36.4 

1,155 

1  63 

1.04 

19 

0.0 

207 

342 

Standard  Brands 

49.1 

54%- 

33 

53 

134 

719 

317 

1.66 

17 

0.5     ' 

208 

206 

Lone  Star  Industries 

48.6 

333/4. 

15 

26 

111 

288 

193 

1.00 

13 

0.4 

209 

177 

Xerox 

48.3 

171%- 

651/4 

149 

79.3 

11,879 

306 

084 

49 

0.4 

210 

347 

Chicago  Rock  Island 

48.3 

321/2- 

H»/4 

26 

2.9 

77 

— 1.14 

none 

def 

0.5 

211 

143 

Amerada  Hess 

48.1 

693/4- 

I8I/2 

46 

20.8 

972 

2.58 

0.30t 

18 

0.8 

212 

156 

Hanna  Mining 

47.3 

623/4- 

33 

58 

8.8 

519 

2.83 

1.35 

21 

0.1 

213 

137 

M  Lowenstein  &  Sons 

46.5 

38     - 

17 

26 

3.3 

86 

2.45 

090 

11 

0.6 

214 

13 

Kings  Dept  Stores 

46.0 

2IV2- 

53/4 

13 

87 

117 

1.28 

0.28 

11 

0.0 

215 

352 

Southern  Natural  Gas 

45.8 

66     - 

37% 

64 

10.0 

652 

454 

1.45 

14 

1.0 

216 

353 

Cannon  Mills 

45.5 

128     - 

58 

113 

1.9 

211 

9  48 

4.16 

12 

0.0 

217 

167 

Cabot 

'5.2 

503/3- 

26 

37 

5.6 

210 

3.36 

0.74 

11 

0.5 

218 

389 

Nabisco 

45.1 

64V« 

373/4 

62 

15.1 

946 

3.42 

2.20 

18 

0.4 

219 

312 

St  Regis  Paper 

44.8 

49V4 

28i/4 

44 

13.8 

608 

2.67 

1.60 

16 

0.5 

220 

136 

Gould 

44.7 

403/4- 

12% 

34 

8.4 

286 

2.40 

094 

14 

0.5 

221 

362 

PPG  Industries 

44.6 

50     - 

211/2 

47 

20.7 

972 

3.54 

1.46 

13 

0.4 

222 

94 

Amfac 

44.6 

41%- 

15% 

33 

11.3 

379 

2.43 

0.60 

14 

0.6 

*Not  ranked  last  year.         def— Deficit.         fPlus  stock.         {Four-year  price  gain  JJThree  year  price  gain. 
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Why  the  owners  of  other  business  jets 
have  switched  to  ours. 

And  why  owners  of  our  jet  have  never  switched  to  theirs. 


If  we  were  talking  about  jets 
hat  cost  half  the  price  of  JetStar,  the 
eason  for  switching  would  be 
obvious. 

It's  called  stepping  up. 


equipped  hot  galley 
that  lets  you  do  just  that.  (Your  cus- 
tomers and  executives  don't  have  to 
wait  in  your  favorite 
restaurant,  why  should 
they  have  to  wait  in 
your  plane?) 

Of  course, 
no  matter       ^m 

HS07L 


3ut  we're  not.  We're 

alking  about  jets  that 

:ost  just  about  the 

lame  as  JetStar.  And  the 

eason  for  switching  is  the  same. 

It's  called  stepping  up.  In  value 
md  features  but  not  in  price. 

JetStar  is  the  only  plane  in  its 
)rice  class  designed  to  let  you  move 
iround  in  six-foot-one- inch  headroom 
slot  just  in  the  850  cubic  foot  cabin, 
)ut  even  in  the  lavatory. 

It's  a  big  plane.  With  room  for  12 


Room  to  work,  not  just  fly. 

including  ccew)  and  room  for  all  their 
uggage. 

And  when  you  fly  12  people  at 
)ne  time,  you  should  be  able  to  feed 
12  people  at  one  time.  That's  why 
etStar  comes  with  a  fully 


All  this  in  one  plane. 


what  you  might  pay  for  a  business 
jet,  there's  one  thing  JetStar  gives  you 
that  no  other  plane  can  give  you. 
Even  at  twice  the  price. 

Four  engines.  And  four  thrust 
reversers.  And  double  and  triple  back- 
up systems  like  big  commercial  jets. 

While  four  engines  will  burn  up 
more  fuel,  overall  reliability  makes 
sure  you  don't  burn  money.  Owners  of 
both  competing  jets  and  JetStar  have 
reported  ours  costs  less  to  maintain. 
And  that  the  lower  cost  of  labor  and 
spare  parts  more  than  makes  up  for 
the  higher  fuel  cost. 

JetStar.  The  Classic. 

Why  haven't  the  owners  of  our 
jet  switched  to  others  in  the  same 
price  class? 

That  wouldn't  be  called 
stepping  up. 


Lockheed  JetStar.  The  Classic. 

Lockheed-Georgia  Company 
A  Division  of  Lockheed  Aircraft  Corporation 


Who's  Where  in  the  Stock  Market 


Total 

Latest 

Shares 

Market 

12-Month 

Indicated 

Price/ 

Debt/ 

Rank 

5  Year 

1968-72 

Recent 

Outstanding 

Value 

Earnings 

1972 

Earnings 

Equity 

•72        '71 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

223      74 

Havatampa  Cigar 

44.4 

22V8-     5 

9 

2.8 

27 

1.05 

0.40 

9 

0.2 

224        * 

Trans  Union  Corp 

43.8 

48%-  19% 

43 

9.8 

428 

2.59 

1.31 

17 

1.2 

225    218 

Beatrice  Foods 

43.8 

28%-  11% 

27 

63.7 

1,739 

1.31 

0.29 

21 

0.3 

226     59 

Scot  Lad  Foods 

43.7 

363/s-  14% 

22 

2.2 

<    50 

2.43 

0.58 

9 

0.5 

227    166 

Eagie-Picher  Inds 

43.0 

351/4-  163/4 

28 

4.5 

130 

2.50 

0.94 

12 

0.3 

228   268 

Atlantic  Richfield 

42.2 

1353/4-  44% 

74 

45.7 

3,407 

3.08 

2.00 

24 

0.3 

229    568 

Franklin  Life  Ins 

42.0 

34%-  10% 

33 

21.0 

712 

1.65 

0.52 

21 

0.0 

230       * 

U  S  Home 

41.5 

39     -     P/4 

23 

9.4 

217 

2.02 

0.12 

11 

1.0 

231    402 

Kimberly-Clark 

41.5 

403/4-  24 

40 

23.3 

942 

0.20 

1.20 

— 

0.4 

232    285 

Scovill  Mfg 

41.4 

33%-  1278 

28 

6.7 

190 

2.16 

0.73 

13 

0.4 

233     88 

Interco 

41.4 

553/4-    213/4 

51 

9.6 

492 

3.41 

1.24 

15 

0.3 

234    284 

General  Electric 

41.4 

70%-  30% 

67 

182.1 

12,362 

366 

1.40 

19 

0.3 

235   451 

Sec  Pac  Nat  Bank  Cal 

40.9 

42%-  23% 

34 

20.4 

700 

3.04 

1.28 

11 

00 

236    174 

Ford  Motor 

40.9 

78%-  37% 

75 

101.4 

7,642 

8.07 

2.68 

9 

0.1 

237    108 

Outboard  Marine 

40.6 

60%-  12% 

42 

8.1 

342 

3.50 

1.04 

12 

0.3 

238    543 

Continental  Corp 

40.1 

593/4-  25 

45 

23.4 

1,034 

4.75 

2.00 

10 

0.0 

239     87 

F  W  Wool  worth 

40.1 

553/4-  21% 

35 

29.3 

1,036 

2.46 

1.20 

14 

0.3 

240    273 

American  Brands 

39.7 

493/4-  29% 

44 

26.3 

1,180 

4.44 

229 

10 

0.4 

241     93 

National  Serv  Inds 

39.4 

34     -  13% 

28 

14.3 

409 

1.56 

0.68 

18 

0.1 

242   336 

Warnaco 

38.9 

40     -  10 

23 

3.8 

88 

2.12 

0.60 

11 

0.7 

243       * 

Skaggs  Companies 

38.5 

36    -  15 

23 

4.9 

115 

0.81 

0.40 

29 

0.3 

244   286 

Chase  Manhattan 

38.4 

663/4-  37% 

56 

31.9 

1,813 

4.33 

2.00 

13 

0.5 

245   280 

Vulcan  Materials 

38.4 

28%-  16% 

26 

5.6 

146 

218 

1.04 

12 

0.3 

246   254 

Philips-Van  Heusen 

38.1 

29%-     9% 

24 

4.4 

105 

197 

0.40 

12 

05 

247    159 

Rich's 

38.1 

483/4-  18% 

46 

4.1 

191 

2.43 

1.00 

19 

0.4 

248    324 

Kraftco 

37.2 

49%-  31% 

48 

28.1 

1,372 

3.02 

1.77 

16 

0.2 

249   333 

Natl  Bank  of  Detroit 

36.2 

66     -  38 

50 

6.0 

301 

6.01 

2.28 

8 

02 

250   264 

ESB 

35.9 

40     -  16% 

33 

5.5 

183 

2.32 

1.24 

14 

0.4 

251    116 

Carrier 

35.7 

34%-  17% 

25 

24.0 

612 

1.30 

0.41 

20 

0.4 

252   387 

Rockwell  Mfg 

34.5 

38     -  18% 

34 

6.1 

210 

2.72 

1.40 

13 

0.4 

253   329 

International  Paper 

34.2 

42%-  25% 

41 

44.5 

1,837 

1.68 

1.50 

25 

0.5 

254    517 

Western  Air  Lines 

33.5 

183/4-     2% 

16 

13.5 

223 

0.84 

0.09 

20 

1.6 

255    132 

Zayre 

32.9 

47%-  20 

31 

4.8 

150 

231 

none 

13 

1.5 

256     96 

WT  Grant 

32.4 

70%-  26% 

45 

139 

630 

2.36 

150 

19 

0.4 

257   315 

Comsat 

32.3 

84%-  25 

65 

10.0 

655 

2.44 

0.55 

27 

0.0 

258   213 

Consolidated  Foods 

32.1 

51     -  25% 

43 

25.6 

1,112 

252 

1.25 

17 

0.3 

259   301 

Questor 

31.7 

35%-     9% 

23 

9.6 

224 

1.42 

0.50 

16 

0.3 

260       9 

Hilton  Hotels 

31.6 

70%-  24% 

44 

8.1 

362 

1.97 

1.00 

23 

1.3 

261    148 

Revlon 

31.5 

80 3/4-  46% 

73 

13.1 

963 

2.80 

1.00 

26 

05 

262       * 

Hoover  Ball  Bearing 

31.4 

47%-  18 

42 

3.9 

165 

3.04 

1.20 

14 

0.5 

263    107 

Edison  Bros  Stores 

31.3 

56y4    20 

43 

4.2 

182 

164 

1.04 

27 

0.3 

264    203 

Colonial  Stores 

31.3 

36%-  12% 

21 

4.3 

91 

2.22 

1.00 

9 

0.3 

265     66 

Mohasco  Industries 

31.1 

48%-  133/4 

31 

6.2 

197 

2.39 

1.10 

13 

03 

266   331 

Standard  Oil  (Ohio) 

30.5 

119%-  51 

93 

13.5 

1,253 

2  46 

270 

38 

0.5 

267   462 

Standard  Oil  (Calif) 

30.1 

79%-  38 

77 

84.8 

6,596 

6.25 

2.90 

12 

0.2 

268     56 

Wetterau  Foods 

30.0 

323/4-  11% 

25 

4.4 

112 

122 

0.36 

21 

0.3 

269   407 

Anchor  Hocking 

29.6 

49     -  18% 

28 

7.0 

200 

2.77 

100 

10 

01 

270    138 

National  General 

29.4 

60%-     9 

31 

5.0 

159 

4.77 

0.35 

7 

12 

271    195 

R  J  Reynolds  Inds 

29.4 

78     -  343/a 

57 

41.4 

2.373 

5.18 

2.50 

11 

04 

272   392 

Exxon 

29.3 

89%-  49% 

87 

224.2 

19,564 

6.58 

3.80 

13 

0.2 

273    620 

NVF 

29.0 

31%-     7% 

19 

13 

24 

4  86 

none 

4 

29 

274    158 

Westinghouse  Elec 

28.9 

54%-  26% 

45 

88.2 

3,982 

2  23 

0  94 

20 

03 

275     32 

Coastal  States  Gas 

28.7 

563/4-  21 

34 

18.6 

643 

2  13 

none 

16 

10 

276   291 

Lone  Star  Gas 

28.5 

37%-  17 

37 

14  9 

561 

2  44 

137 

15 

1.1 

277   465 

Wheeling-Pitts  Steel 

28.5 

37%      93/4 

23 

36 

84 

109 

none 

21 

0.5 

278   228 

May  Dept  Stores 

28.3 

54%-  15% 

51 

15.1 

782 

2.90 

160 

18 

05 

279   341 

Carborundum 

27.8 

793/4-  37 

65 

3.7 

241 

4.18 

1.55 

16 

03 

280     31 

Saxon  Industries 

27.5 

41%-  10 

14 

7.5 

109 

—0.40 

none 

def 

1.2 

281    358 

Columbia  Gas  System 

27.5 

403/4-   243/4 

32 

32.4 

1,054 

307 

182 

11 

14 

282    123 

R  H  Macy 

27.3 

48%-  21 

45 

9.8 

448 

093 

1.00 

49 

05 

282     98 

Peoples  Drug  Stores 

27.3 

19%-     8% 

12 

2.4 

30 

0.79 

0.55 

16 

02 

284   210 

Trane 

27.2 

79%-  46 

71 

5.6 

398 

2.77 

0.90 

26 

0.2 

•Not  ranked  Is 

st  year.         def—  Deficit. 
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Safety. 

Agpod 
investment 

Especially 

now. 


The  new  Occupational  Safety  and  Health  Act  could  give  the  fast-grow- 
ing "safety  market"  a  healthy  boost.  Crouse-Hinds  is  uniquely  situated 
to  satisfy  this  market.  We  are  a  leading  worldwide  producer  and  dis- 
tributor of  electrical  equipment  for  hazardous  and  adverse  environments, 
outdoor  and  airport  lighting,  traffic  control  systems.  Safety  is  always  a 
good  investment.  For  financial  data  on  how  our  stake  in  safety  is  con- 
stantly growing,  write  Treasurer,  Crouse-Hinds,  Syracuse,  N.Y.  13201 . 

(NYSE,  also  Midwest  and  Pac.  Coast  Code:  CHI). 


CROUSE-HINDS 


Who's  Where  in  the  Stock  Market 


Rink 
■72        '71 


Company 


Total  Latest 

Shares              Market  12-Month  Indicated  Price/  Debt/ 

5-Year                  1968-72                  Recent       Outstanding            Value  Earnings          1972  Earnings  Equity 

Price  Change           Price  Range                 Price           (millions)          (millions)  Per  Share  Dividend  Ratio  Ratio 


285   247 

Borg-Warner 

27.1 

39%- 

18% 

38 

18.4 

702 

2.88 

1.25 

13 

0.2 

286   277 

P'llsbury 

26.9 

69%- 

38 

50 

5.2 

263 

2.51 

1.46 

20 

0.7 

287   418 

Western  Bancorp 

26.8 

46    - 

27% 

35 

22.9 

813 

2.89 

1.30 

12 

0.2 

288   216 

Dayton  Hudson 

26.5 

47%- 

19% 

29 

16.0 

488 

1.63 

0.52 

18 

0.7 

289    178 

Armstrong  Cork 

26.4 

45%- 

2iy4 

34 

25.6 

890 

1.56 

0.80 

22 

0.2 

290   366 

Murphy  Oil 

26.2 

59%- 

13% 

54 

5.4 

293 

2.18 

0.60 

25 

0.5 

291     50 

Consol  Freightways 

26.1 

3iy8- 

9% 

21 

11.7 

247 

1.97 

0.52 

11 

0.6 

292       * 

Big  Bear  Stores 

25.7 

41%- 

16 

23 

1.3 

30 

2.84 

1.08 

8 

0.2 

293   491 

Panhandle  East  Pipe 

25.6 

44%- 

27 

42 

14.5 

620 

3.33 

1.83 

13 

1.5 

294       • 

Johnson  Service 

25.5 

39%- 

20% 

35 

3.5 

123 

2.36 

0.80 

15 

0.3 

295    186 

_ ...  -                           — — —         ■ 

Eaton 

25.4 

50     - 

22% 

41 

18.1 

749 

3.75 

1.45 

11 

0.3 

296   320 

Intl  Multifoods 

25.0 

35%- 

17 

33 

3.4 

114 

2.57 

1.23 

13 

0.4 

297    182 

IBM 

24.7 

426y4-2183/4 

391 

115.9 

45,300 

10.76 

5.40 

36 

0.1 

298    279 

Gen  American  Trans 

24.4 

59%- 

283/4 

45 

11.8 

534 

2.97 

1.62 

15 

0.9 

299   296 

Metromedia 

23.7 

56     - 

9% 

32 

6.0 

194 

1.63 

0.50f 

20 

0.9 

300     61 

Del  E  Webb 

23.6 

23%- 

53/4 

8 

8.4 

72 

0.70 

none 

12 

1.8 

301    173 

Intl  Utilities 

22.9 

27     - 

9y4 

24 

25.4 

614 

1.88 

0.73 

13 

1.0 

302     83 

Hygrade  Food  Prods 

22* 

83     - 

9% 

25 

1.0 

26 

3.12 

nonef 

8 

0.1 

303   453 

American  Natural  Gas 

22.8 

47%- 

30% 

44 

18.4 

820 

4.16 

2.28 

11 

1.6 

303    196 

Roper 

22* 

48%- 

i5y4 

28 

2.5 

73 

2.78 

1.00 

10 

0.1 

305   217 

Johns-Manville 

22.5 

46%- 

26y2 

33 

18.6 

621 

2.83 

1.20 

12 

0.0 

306    102 

A  0  Smith 

22.2 

313/*- 

123/4 

20 

4.9 

103 

2.05 

0.73 

10 

0.4 

307   339 

Times-Mirror 

21.7 

30%- 

12% 

27 

30.8 

831 

1.18 

0.26 

23 

0.2 

308    190 

Essex  International 

21.5 

59     - 

17 

52 

8.8 

463 

3.87 

1.20 

14 

0.5 

309   432 

Crocker  Natl  Corp 

21.2 

47%- 

24% 

34 

10.2 

351 

3.26 

1.66 

11 

0.5 

310  356 

Phillips  Petroleum 

20.9 

41%- 

20 

40 

75.0 

3,038 

1.96 

1.30 

21 

0.5 

311    163 

Gamble-Skogmo 

20.7 

48%- 

17 

30 

4.9 

152 

3.89 

1.30 

8 

0.8 

312     28 

Kane-Miller 

20.4 

58%- 

7% 

14 

2.3 

32 

1.36 

0.10 

10 

1.2 

313    530 

Sunbeam 

19.7 

35%- 

15 

33 

13.5 

448 

1.66 

0.80 

20 

0.4 

314   415 

Texas  Utilities 

19.6 

36    - 

23 

34 

53.5 

1,859 

1.88 

1.00 

18 

0.9 

315   476 

Houston  Lt  &  Pow 

18.9 

563/4- 

34 

54 

20.3 

1,101 

3.10 

1.36 

18 

1.2 

316     90 

Joy  Manufacturing 

18.8 

72%- 

253/4 

41 

5.2 

212 

2.58 

1.40 

16 

0.3 

317       6 

Mattel 

18.6 

52%- 

10% 

14 

16.6 

244 

—1.02 

0.10 

def 

0.3 

318   409 

Santa  Fe  Industries 

18.6 

40    - 

iey2 

33 

24.7 

828 

2.01 

1.60 

17 

0.4 

319   439 

Federal  Company 

18.1 

7iy2- 

isy4 

31 

1.6 

50 

2.75 

1.20 

11 

0.1 

320   274 

Goodyear  Tire  &  Rub 

17.7 

35%- 

21 

32 

73.0 

2,337 

2.55 

0.88 

13 

0.4 

321    164 

Honeywell 

17.5 

1703/4- 

65% 

127 

18.7 

2,395 

4.06 

1.35 

31 

0.5 

322   457 

Westvaco 

17.3 

37%- 

14% 

26 

10.6 

278 

1.22 

1.05 

22 

0.6 

323   200 

Marshall  Field 

17.2 

383/4- 

18 

37 

9.1 

342 

2.18 

1.12 

17 

0.2 

324   293 

Universal  Leaf 

16.8 

393/4- 

21 % 

31 

2.4 

76 

3.65 

1.55 

9 

0.0 

325   436 

American  Cyanamid 

16.8 

4oy4- 

21 

33 

48.5 

1,601 

2.13 

1.25 

15 

0.3 

326   420 

Campbell  Soup 

16.3 

36%- 

24% 

33 

33.4 

1,103 

1.96 

1.10 

17 

0.0 

327   463 

Sherwin-Williams 

16.0 

69%- 

26 

55 

5.3 

295 

3.21 

2.00 

17 

0.4 

328    105 

Supermarkets  General 

15.9 

25     - 

8 

13 

7.9 

103 

0.96 

0.20 

14 

1.1 

329   426 

Smith  Kline  &  French 

15.9 

66%- 

36 

58 

14.9 

868 

3.25 

2.00 

18 

0.1 

330   429 

Mellon  Natl  Bank 

15.9 

963/4- 

43% 

51 

10.0 

514 

4.45 

2.40 

12 

0.0 

331    170 

Flintkote 

14.9 

36%- 

17% 

28 

5.7 

161 

2.53 

1.00 

11 

0.3 

332   391 

Sheller-Globe 

14.7 

33%- 

7% 

26 

3.1 

80 

1.16 

0.54 

22 

0.5 

333       * 

Washington  Natl  Corp 

14.7 

47%- 

I61/4 

33 

5.7 

189 

2.59 

2.50 

13 

0.0 

334    538 

Gen  Tire  &  Rubber 

14.5 

333/4- 

12% 

29 

19.5 

577 

3.16 

l.OOf 

9 

0.5 

335   396 

Franklin  N  Y 

14.4 

49%- 

27 

35 

4.6 

165 

2.29 

1.60 

16 

02 

336    221 

Liggett  &  Myers 

14.2 

74%- 

30i/2 

40 

8.1 

326 

3.41 

2.50 

12 

0.3 

337   253 

SCOA  Industries 

13.9 

27i/2- 

8% 

10 

3.4 

34 

0.43 

0.60 

24 

0.9 

338   250 

Thrifty  Drug  Stores 

13.8 

16%- 

51/2 

11 

9.7 

115 

0.92 

0.36 

13 

0.5 

339   483 

Missouri  Pacific  R  R 

13.6 

87%- 

45% 

82 

1.9 

157 

6.39 

5.00 

13 

1.3 

340   309 

Miles  Laboratories 

13.6 

78%- 

37% 

57 

5.3 

306 

1.38 

1.22 

42 

0.8 

341    502 

Seaboard  Coast  Line 

13.0 

70%- 

221/4 

54 

13.7 

746 

6.12 

220 

9 

10 

342   456 

Dresser  Industries 

12.5 

45    - 

22 

42 

9.8 

419 

2.50 

1.40 

17 

0.4 

343   430 

Bank  of  New  York 

12.3 

58y2- 

36% 

41 

6.2 

254 

4.32 

2.00 

9 

0.3 

344   479 

Bankers  Trust  N  Y 

11.5 

893/4- 

49% 

64 

10.3 

665 

5.35 

2.84 

12 

0.3 

345   473 

Peoples  Gas 

11.3 

43 

28 

38 

16.1 

614 

3.95 

2.16 

10 

11 

346   477 

Baltimore  Gas  &  Elec 

11.2 

38%- 

253/4 

32 

22.7 

735 

2.87 

1.89 

11 

0.9 

'Not  ranked  last  year.         tPlus  stock.        def— Deficit. 
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"SCM  is  cutting  our  copier  costs  $61,000 
without  cutting  our  copy  quality*" 


Harry  Jacobson,  V.P. 
Bache  &  Co. 

Incorporated 


At  Bache  they  know  a  little  something  about 
money.  And  it's  rubbed  off  on  Harry  Jacobson, 
the  man  who  runs  the  office  services  division 
for  the  93-year-old  investment  house. 

"I'm  always  looking  for  new  ways  to  save 
money,"  says  Harry.  "Back  in  the  early  60  s 
when  dry  copying  became  practical,  we  had 
one  of  the  first  few  Xerox  copiers  ever  put 
into  New  York  City." 

Eventually,  Bache  with  their  nationwide 
offices  became  one  of  the  biggest  users  of  such 
copiers.  But  now  Harry  is  replacing  most  of 
them. 

"In  just  the  first  few  months  after  changing 
over,"  Harry  reports,  "SCM  copiers  have  saved 
us  $21,000  and  we  expect  to  add  another 
$40,000  by  the  time  the  rest  of  the  SCM  s  ^t 
come  in!' 


SCM 


But  what  about  copy  quality? 

"SCM  copies  are  as  good  as  any  IVe  ever 
made.  If  they  weren't^  he  stresses,  "I  wouldn't 
be  putting  in  these  machines." 

"Another  thing"  Harry  continues,  "SCM 
installed  a  machine  for  a  three-month  test.  We 
ran  off  about  45,000  copies  and  we  only  had 
one  minor  service  call!" 

When  it's  renewal  time,  chances  are  Harry 
Jacobson  will  sign  with  us  again.  96  per  cent 
of  our  national  clients  do.  And  for  good 
reason.  SCM  provides  a  full  range  of  machines 
for  a  full  range  of  needs,  plus  all  kinds  of 
paper  and  supplies. 

There  are  also  70  sales  offices  across  the 
country.  Call  one. 

Like  Harry  says,  "SCM  has  turned  out 
to  be  a  real  solid  investment  for  Bache!' 


The  complete  copier  company. 


Who's  Where  in  the  Stock  Market 


Total 

Latest 

Shares 

Market 

12-Month 

Indicated 

Price/ 

Debt/ 

Rank 

5-Year 

1968-72 

Recent 

Outstanding 

Value 

Earnings 

1972 

Earnings 

Equity 

•72       '71 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

347   212 

Swift 

11.1 

45 

211/4 

36 

12.2 

441 

2.79 

0.70 

13 

0.4 

348   522 

Florida  Power  &  Lt 

11.0 

44%- 

271/8 

41 

32.8 

1,369 

2.71 

1.10 

15 

1.3 

349   435 

E  1  du  Pont 

10.9 

184%- 

921/2 

175 

47.4 

8,333 

8.40 

5.45 

21 

0.1 

350  434 

Central  &  South  West 

10.8 

52%- 

34% 

51 

22.4 

1,151 

3.19 

2.08 

16 

1.0 

351   364 

Texas  Gas  Trans 

10.5 

45     - 

24% 

38 

8.0 

306 

3.14 

1.57 

12 

1.3 

352   602 

Braniff 

10.5 

28%- 

5% 

17 

15.6 

267 

0.80 

nonet 

21 

1.8 

353   252 

Fieldcrest  Mills 

10.4 

45%- 

21  % 

27 

3.6 

100 

2.36 

1.40 

12 

0.5 

354   227 

Associated  Dry  Goods 

10.4 

60%- 

26% 

52 

13.5 

705 

2.91 

1.25 

18 

0.4 

355   549 

Intl  Harvester 

9.9 

39    - 

22 

39 

27.3 

1,065 

3.17 

1.50 

12 

0.4 

356   375 

Monsanto 

9.8 

603/4- 

273/4 

52 

32.9 

1.709 

3.25 

1.80 

16 

0.5 

357   452 

Cone  Mills 

9.7 

263/4- 

13% 

24 

3.1 

74 

2.86 

1.02 

8 

0.2 

358       * 

Champion  Intl 

9.0 

4P/4- 

19 

24 

28.8 

698 

1.59 

0.84 

15 

0.7 

359   300 

G  C  Murphy 

8.9 

40%- 

19% 

24 

3.9 

96 

2.05 

1.20 

12 

0.3 

360   459 

Morrison-Knudsen 

8.9 

28i/2- 

81/2 

17 

2.6 

46 

2.91 

nonef 

6 

0.4 

361    149 

Fluor 

8.6 

52%- 

153/4 

28 

9.2 

267 

0.99 

nonet 

29 

0.1 

362   674 

Massey-Ferguson 

8.2 

26V4- 

8 

19 

18.2 

359 

1.54 

none 

13 

0.5 

363   311 

ACF  Industries 

8.1 

683/4- 

355/8 

48 

5.6 

272 

3.33 

2.40 

15 

0.8 

364   569 

National  Airlines 

8.0 

51     - 

9% 

37 

8.6 

319 

2.42 

none 

15 

1.1 

365   234 

Witco  Chemical 

7.8 

441/2- 

14% 

24 

5.1 

125 

2.14 

0.92 

11 

0.4 

366   490 

Public  Service  Colo 

7.7 

283/4- 

171/s 

22 

15.5 

352 

1.89 

1.15 

12 

1.2 

367   460 

Phelps  Dodge 

7.6 

56%- 

28 

38 

20.5 

795 

4.04 

2.10 

10 

0.2 

368   417 

McGraw-Edison 

7.6 

45     - 

21 5/8 

40 

14.0 

570 

2.39 

1.43 

17 

0.2 

369   497 

Inland  Steel 

7.4 

42%- 

223/4 

36 

18.3 

663 

3.15 

2.00 

12 

0.4 

370   223 

Emhart 

7.3 

56    - 

225/8 

31 

5.2 

166 

2.81 

1.20t 

11 

0.1 

371   294 

Super  Valu  Stores 

7.1 

331/g- 

ll7/8 

26 

3.9 

101 

1.76 

0.76 

15 

0.7 

372    160 

Akzona 

7.0 

463/4- 

24 

29 

12.4 

372 

1.78 

1.00 

17 

0.3 

373   414 

Con  Natural  Gas 

6.9 

33     - 

22% 

30 

18.9 

584 

3.08 

1.95 

10 

0.9 

374   376 

Marine  Midland  Banks 

6.9 

453/4- 

29 

32 

12.5 

410 

3.33 

1.73 

10 

0.4 

375   563 

Allegheny  Power 

6.7 

25%- 

17% 

23 

24.8 

589 

2.26 

1.40 

11 

1.1 

376   487 

Middle  South  Utils 

6.3 

283/4- 

18% 

27 

40.3 

1,103 

1.88 

1.07 

15 

1.2 

377  496 

New  England  Electric 

6.3 

32     - 

18% 

27 

15.7 

433 

257 

1.59 

11 

2.0 

378   298 

Albertson's 

6.0 

18    - 

8 

15 

5.7 

89 

1.18 

0.37 

13 

0.3 

379  544 

Continental  Oil 

5.9 

411/g- 

19% 

39 

49.9 

1,966 

2.43 

1.50 

16 

0.4 

380     86 

Engelhard  Min  &  Chem 

5.8 

431/2- 

15 

26 

26.6 

696 

1.26 

040 

21 

0.3 

381       * 

St  Joe  Minerals 

5.6 

39%- 

19% 

28 

8.5 

241 

2.77 

1.50 

10 

0.1 

382  416 

Bemis 

5.6 

38%- 

121/2 

23 

4.3 

101 

1.79 

0.70 

13 

0.4 

383   397 

Tenneco 

5.5 

323/4- 

171/2 

28 

65.8 

1,893 

2.44 

1.33 

12 

1.1 

384   360 

Chemical  New  York 

5.4 

753/4. 

45i/2 

53 

13.7 

731 

4.85 

2.88 

11 

0.2 

385   550 

Wisconsin  Elec  Power 

5.0 

263/4- 

18 

26 

14.9 

390 

2.59 

1.54 

10 

1.2 

386   229 

Singer 

4.9 

931/4- 

531/4 

72 

16.4 

1,184 

4.61 

2.40 

16 

0.3 

387   307 

Investors  Div  Serv 

4.8 

621/4- 

20 

38 

4.7 

178 

5.04 

1.80 

8 

0.7 

388   486 

H  H  Robertson 

4.5 

423/8- 

15% 

23 

2.8 

64 

2.33 

1.10 

10 

0.2 

389   541 

North  States  Power 

4.4 

333/4- 

213/4 

30 

20.9 

628 

2.80 

1.73 

11 

1.1 

390  395 

Becton,  Dickinson 

4.1 

621/4- 

24% 

41 

16.8 

703 

1.24 

031 

34 

0.5 

391    258 

Jonathan  Logan 

3.8 

623/4- 

25% 

61 

5.0 

308 

3.42 

0.80 

18 

0.4 

392  289 

Clark  Oil  &  Refining 

3.7 

653/4- 

12% 

24 

7.1 

177 

086 

0.40 

29 

0.7 

393    504 

Union  Carbide 

3.6 

51     - 

291/2 

50 

60.7 

3.078 

3.04 

2.00 

17 

0.5 

394   514 

Cleveland  Elec  Ilium 

3.5 

43     - 

28 

37 

13.6 

511 

316 

2.28 

12 

1.1 

395   516 

Cutler-Hammer 

3.1 

541/4- 

14% 

49 

3.3 

167 

2.76 

1.24 

18 

0.3 

396   423 

Interlake 

3.1 

403/8. 

213/4 

29 

4.0 

118 

2.98 

1.80 

10 

0.3 

397   168 

l-T-E  Imperial 

2.8 

463/4- 

17 

37 

7.8 

289 

2.23 

0.60 

17 

04 

398   245 

Amstar 

2.5 

45     - 

22 

31 

3.8 

118 

3.16 

1.70 

10 

0.3 

399   233 

intl  Tel  &  Tel 

2.2 

67%- 

30% 

59 

82.5 

4,891 

3.12 

1.19 

19 

0.5 

399   461 

Sperry  Rand 

2.2 

633/8- 

183/4 

47 

34.3 

1,627 

2.22 

0.60 

21 

0.4 

401   441 

Crown  Zelterbach 

2.1 

46%- 

23% 

31 

23.6 

735 

1.20 

1.20 

26 

0.4 

402   344 

Tim  ken 

1.9 

443/4. 

25% 

41 

10.6 

439 

3.71 

1.80 

11 

0.0 

403   303 

Newmont  Mining 

1.5 

391/4- 

21% 

26 

24.1 

639 

1.93 

104 

14 

0.4 

404   473 

Central  Soya 

1.5 

33     - 

19 

25 

7.7 

196 

2.10 

1.00 

12 

0.3 

405   545 

CBS 

1.3 

63     - 

22% 

52 

28.1 

1,461 

2.64 

142 

20 

0.3 

406   558 

American  Tel  &  Tel 

1.2 

583/g- 

403/8 

51 

549.3 

28,015 

4.08 

265 

13 

08 

407   292 

National  Can 

1.1 

37%. 

12% 

17 

6.1 

108 

1.76 

0.45 

10 

0.5 

408   572 

Armco  Steel 

0.5 

33%; 

18% 

24 

29.4 

717 

198 

1.00 

12 

0.5 

'Not  ranked  las 

year.        fPlus  stock. 
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Who's  Where  in  the  Stock  Market 


Rank 
■72       '71 


Company 


S-Vear 
Price  Change 


1968-72 
Price  Range 


Recent 
Price 


Shares 

Outstanding 

(millions) 


Total 

Market 

Value 

(millions) 


Latest 
12-Month 
Earnings 
Per  Share 


Indicated 

1972 
Dividend 


Price/ 

Earnings 

Ratio 


Debt/ 

Equity 
Ratio 


409  335 

Allied  Stores 

0.0 

51V4-  17% 

36 

8.4 

310 

2.81 

1.40 

13 

1.2 

409       * 

National  Fuel  Gas 

0.0 

303/4-  20% 

27 

5.1 

142 

3.20 

1.74 

9 

1.1 

411       * 

Ceco 

—0.5 

37     -  143/4 

26 

3.2 

84 

2.44 

0.94 

11 

0.4 

412   244 

Getty  Oil 

—0.5 

HO1/2-  36% 

97 

18.7 

1,825 

4.18 

1.17 

23 

0.1 

413   515 

So  New  England  Tel 

—0.6 

51     -  321/4 

43 

10.0 

437 

3.55 

2.66 

12 

1.0 

414  351 

Koppers 

-0.7 

483/4-  23V2 

35 

5.6 

199 

3.52 

1.66 

10 

0.4 

415  343 

General  Motors 

—1.1 

91%-  59y2 

81 

287.6 

23,333 

7.07 

4.45 

11 

0.1 

416  448 

Charter  N  Y 

—1.1 

60    -  29 

33 

7.6 

251 

2.96 

2.00 

11 

0.4 

417     45 

U  S  Industries 

—1.1 

363/4-  113/8 

21 

28.4 

617 

2.37 

0.62 

9 

0.4 

418  468 

El  Paso  Natural  Gas 

—1.2 

26    -  143/4 

19 

28.9 

574 

2.37 

1.00 

8 

2.0 

419  337 

Hart  Schaffner  &  Marx 

—1.8 

41i/8-  I6V4 

29 

8.7 

256 

1.47 

0.80 

20 

0.4 

420  528 

Thiokol  Chemical 

—1.9 

233/4-    7 

19 

6.0 

117 

1.55 

0.40 

13 

0.1 

421   316 

Kroger 

—2.1 

46    -  19 

23 

13.4 

311 

1.32 

1.30 

18 

0.3 

422  427 

Stauffer  Chemical 

—2.2 

50    -  25i/8 

43 

9.8 

428 

3.01 

1.80 

15 

0.4 

423   478 

Boston  Edison 

—2.2 

47i/2-  30i/8 

38 

8.5 

325 

3.62 

2.42 

11 

1.2 

424   507 

Martin  Marietta 

—2.4 

541/4-    9% 

20 

23.4 

469 

2.25 

1.10 

9 

0.7 

425   510 

No  Ind  Pub'ic  Serv 

—2.6 

34%-  213/4 

28 

19.0 

541 

2.16 

1.33 

13 

1.1 

426   157 

Pet 

—2.6 

55i/2-  241/2 

37 

6.3 

240 

3.06 

1.33 

12 

0.4 

427   466 

Cities  Service 

—2.6 

841/2-  34 

46 

25.7 

1,189 

3.62 

2.20 

13 

0.4 

428   569 

Potomac  Elec  Power 

—2.8 

211/2-  12 

17 

24.3 

423 

1.66 

1.02 

10 

1.1 

429  535 

Northeast  Utilities 

—3.0 

19%-  12 

16 

45.9 

746 

1.62 

0.98 

10 

1.0 

430  482 

Bethlehem  Steel 

—3.1 

36%-  191/2 

31 

44.5 

1,407 

3.01 

1.20 

11 

0.3 

431     85 

Wickes 

—3.1 

58%-  20 

27 

8.3 

229 

1.79 

1.00 

15 

0.4 

432   325 

Crane 

—3.2 

28%-  13 

21 

5.2 

HI 

1.98 

0.83 

11 

1.5 

433  475 

Gillette 

—3.2 

621/4-  31 

60 

29.5 

1,779 

2.47 

1.40 

24 

0.2 

434       * 

St  Louis-San  Fran  Ry 

—3.2 

60    -  291/4 

48 

2.6 

126 

5.68 

2.48 

9 

0.9 

435   499 

Cincinnati  Gas  &  El 

—3.3 

33     -  21 

25 

17.0 

440 

2.10 

1.56 

12 

1.2 

436   379 

Polaroid 

—3.3 

1491/2-  51 

121 

32.8 

3,983 

1.39 

0.32 

— 

0.0 

437  346 

Hershey  Foods 

—3.5 

33%-  20% 

24 

11.8 

284 

1.54 

1.10 

16 

0.3 

438  588 

Penn  Power  &  Light 

—3.6 

341/2-  20% 

26 

19.1 

512 

2.47 

1.64 

11 

1.0 

439       * 

Parker-Hannifin 

—3.2 

40%-  19% 

36 

5.6 

207 

2.02 

1.04 

18 

0.6 

440   109 

Kellwood 

—4.1 

483/4-  151/4 

20 

3.3 

67 

1.90 

0.72 

11 

0.4 

441   310 

Goldblatt  Brothers 

—4.3 

is%-    5 

8 

3.0 

25 

0.61 

0.36 

14 

0.4 

442   442 

National  Steel 

—4.4 

56%-  32i/2 

44 

18.7 

822 

3.24 

2.50 

14 

0.4 

443   406 

Continental  Can 

—4.4 

52%-  26% 

31 

29.2 

915 

2.72 

1.60 

12 

0.4 

444   632 

Admiral 

-4.6 

27    -    61/2 

18 

5.8 

105 

0.69 

none 

26 

0.5 

445   642 

Trans  World  Airlines 

*-4.7 

59%-     93/4 

48 

12.2 

590 

2.97 

none 

16 

2.0 

446   241 

Sybron 

—5.1 

45     -  I91/2 

36 

10.0 

369 

1.61 

0.62 

23 

0.4 

447    547 

Contl  Telephone 

—5.7 

30    -  17% 

27 

31.4 

847 

1.54 

0.83 

18 

1.9 

448   520 

Ohio  Edison 

—5.9 

301/2-  193/4 

23 

25.7 

610 

1.86 

1.54 

13 

1.2 

449  386 

GAF  Corp 

—6.1 

331/2-     71/4 

21 

13.7 

290 

1.12 

0.40 

19 

0.5 

449   539 

Illinois  Power 

—6.1 

443/4-  28i/4 

34 

15.9 

554 

2.40 

2.20 

14 

1.0 

451   412 

Pullman 

—6.5 

60%-  333/4 

47 

4.8 

226 

3.22 

2.00 

15 

0.3 

452  444 

Am  Metal  Climax 

—6.7 

40    -  25% 

30 

23.7 

716 

2.31 

1.40 

13 

0.6 

453   255 

ELTRA 

—6.7 

503/4-  18% 

36 

7.7 

280 

3.29 

1.24 

11 

0.0 

454       * 

Morton-Norwich 

-6.9?4 

521/4-    223/4 

34 

12.5 

425 

1.97 

0.83 

17 

0.5 

455   574 

Ashland  Oil 

—6.9 

55    -  17 

33 

22.3 

746 

2.65 

1.20 

13 

0.6 

456   437 

Otis  Elevator 

—7.0 

56%-  341/2 

39 

8.2 

328 

3.30 

2.00 

12 

0.5 

457   472 

Northern  Natural  Gas 

—7.1 

65    -  36i/4 

45 

10.9 

499 

4.43 

2.60 

10 

1.2 

458   179 

Gerber  Products 

—7.1 

531/4-  25% 

27 

8.4 

233 

2.25 

1.35 

12 

0.0 

459   371 

Harsco 

—7.2 

28%-  14% 

20 

8.0 

168 

2.19 

1.00 

10 

0.2 

460   313 

United  States  Shoe 

—7.3 

371/4-  13% 

22 

6.6 

147 

1.78 

0.88 

13 

0.5 

461   536 

Long  Island  Lighting 

—7.6 

30%-  18 

24 

22.2 

545 

2.19 

1.41 

11 

1.2 

462    169 

Foster  Wheeler 

—8.0 

33%-  12% 

20 

2.7 

55 

2.08 

0.80 

10 

0.2 

463       * 

Bendix 

—8.1 

54%-  201/4 

49 

12.2 

608 

3.37 

1.60 

15 

0.3 

464       * 

Gulf  States  Utils 

-8.3 

283/4-  17% 

23 

25.5 

597 

1.50 

1.04 

16 

1.1 

465   468* 

Texaco 

—8.4 

45     -  24 

38 

272.2 

10,342 

3.19 

1.66 

12 

0.2 

466   615 

North  Amer  Philips 

—8.6 

593/4.  18 

37 

8.8 

327 

2.00 

1.00 

19 

0.2 

467   562 

Niagara  Mohawk  Power 

—8.9 

22%-  15 

18 

33.8 

608 

1.92 

1.12 

9 

1.2 

468   564 

A  E  Staley  Mfg 

—8.9 

52%-  243/4 

32 

2.7 

85 

2.41 

1.40 

13 

0.4 

469   447 

Burlington  Ind 

—9.0 

511/4-  271/4 

35 

26.6 

946 

1.86 

1.40 

19 

0.5 

470   508 

Pacific  Gas  &  Elec 

—9.1 

391/2-  22% 

32 

61.1 

1,978 

2.96 

1.70 

11 

1.1 

•Not  ranked  last  year.        tJThreeyear  price  gain. 
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Who's  Where  in  the  Stock  Market 


Rank 
•72  71 


Company 


5-Year 
Price  Change 


1968-72 
Price  Range 


Recent 
Price 


Shares 

Outstanding 

(millions) 


Total 

Market 

Value 

(millions) 


Latest 
12-Month 
Earnings 
Per  Share 


Indicated 

1972 
Dividend 


Price/ 

Earnings 

Ratio 


Debt/ 
Equity 
Ratio 


471  135       CNA  Financial 

472  494       Zenith  Radio 

473  365       Libbey-Owens-Ford 

474  610       Northwest  Airlines 
Transcont  Gas  Pipe 

Potlatch  Forests 
Pacific  Lighting 
Firestone  Tire 
United  States  Gypsum 
Beech  Aircraft 


475  262 

476  281 

477  509 

478  411 

479  394 

480  471 

481  596 

482  384 

483  179 

484  369 

485  * 


—9.3 

—9.9 

—10.0 

—10.1 

—10.2 

—10.2 
—10.8 
—10.8 
—11.0 
—11.2 


31%-  io% 

65%-  22% 
70%-  37 
55  -  14% 
24%-  14% 


22 
51 
43 
38 
17 


31.6 
19.0 
10.7 
21.2 
22.3 


695 
978 
462 
822 
382 


2.10 
2.22 
4.00 
1.30 
2.07 


0.52 
1.40 
2.15 
0.45 
1.12 


55%-  203/4 

3oy«-  201/4 

33V4-  17% 
47%-  21 
46%-     8 


26 
24 
24 
29 
23 


7.5 
17.3 
57.7 
16.6 

4.7 


197 
430 
1,429 
486 
111 


1.06 
2.39 
2.14 
2.69 
1.52 


1.00 
1.66 

0.83 
1.50 
0.62t 


Commercial  Metals 
Studebaker-Worthingt 
Rap  d-American 
Bristol-Myers 
Houdaille  Industries 


—11.2 
—11.3 
—11.3 
—12.5 
—12.6 


22%- 
72%- 
52%- 
83%- 
25%- 


9% 
32% 

7% 
47% 

8% 


12 

56 
18 
64 
14 


1.4 
3.5 
7.2 
31.3 
8.4 


18 

193 

134 

2,027 

123 


1.64 
5.45 
3.19 
2.47 
1.34 


0.60 
1.20 
none 
1.20 
0.70 


10 
23 
11 
30 
8 


25 
10 
12 
11 
15 


8 
10 

6 

26 
11 


0.0 
0.0 
0.1 
0.4 
1.9 


0.4 
0.9 
0.4 
0.1 
0.7 


0.3 
0.2 
1.7 
0.4 
0.3 


486   578 

Natl  Dist  &  Chem 

—12.7 

23%- 

13 

17 

26.6 

456 

1.21 

0.90 

14 

0.6 

487 

Dayton  Power  &  Light 

—13.0 

38%- 

203/4 

24 

11.9 

288 

2.06 

1.66 

12 

1.3 

488   618 

American  Natl  Fin 

—13.0 

16%- 

63/4 

10 

32.2 

322 

0.82 

0.38 

12 

0.0 

489    585 

Northern  Illinois  Gas 

—13.1 

38%- 

24% 

29 

12.7 

371 

2.91 

1.82 

10 

0.8 

490   377 

Rex  Chainbelt 

—13.5 

34%- 

171/4 

28 

5.7 

165 

2.01 

1.04 

14 

0.4 

491    633 

Alcan  Aluminium 

—13.7 

32%- 

15 

22 

32.9 

749 

1.76 

0.80 

13 

0.7 

492   224 

Super  Food  Services 

—13.8 

20     - 

5 

8 

0.9 

8 

0.80 

0.20 

11 

0.4 

493    566 

Shell  Oil 

—13.8 

75%- 

35% 

56 

67.4 

3,833 

3.99 

2.40 

14 

0.3 

494    113 

Waldbaum 

—14.1 

20%- 

7 

10 

2.0 

20 

1.01 

nonet 

10 

0.4 

495   278 

Fruehauf 

—14.2 

48%- 

231/4 

33 

8.7 

292 

2.93 

1.70 

11 

0.5 

496    330 

Sun  Oil 

— 14.3 

65%- 

33 

44 

34.1 

1,512 

3.38 

0.99t 

13 

0.3 

497   345 

United  Merch  &  Mfrs 

—14.3 

41     - 

17 

24 

6.1 

147 

2.51 

1.30 

10 

0.8 

498   327 

National  Gypsum 

—14.5 

36%- 

14 

18 

16.0 

297 

1.80 

1.05 

10 

0.2 

499    503 

Borden 

—15.0 

373/4- 

17% 

29 

29.1 

869 

2.12 

1.20 

14 

0.3 

500  373 

J  Wsingarten 

—15.1 

2OV4- 

53/4 

6 

2.4 

16 

0.79 

0.40 

8 

0.5 

501   422 

Fleming 

—15.2 

23%- 

8% 

11 

5.3 

63 

1.14 

0.50 

10 

0.2 

502    559 

Norton 

—15.3 

463/4- 

223/4 

34 

5.4 

185 

2.76 

1.50 

13 

0.2 

503    577 

Am  Elec  Power 

—15.5 

40%- 

22 

30 

59.5 

1,822 

2.54 

1.77 

12 

1.2 

504    272 

Transamerica 

—15.7 

40%- 

11 

19 

67.4 

1,331 

1.03 

0.55t 

19 

1.4 

505   587 

Union  Electric 

—15.8 

24%- 

16% 

18 

31.9 

595 

1.45 

1.28 

13 

1.2 

506  692 

Intl  Minerals  &  Chem 

—16.0 

30%- 

8% 

24 

11.1 

270 

179 

0  26 

14 

0.6 

507  428 

Northwest  Industries 

—16.0 

60%- 

8% 

32 

7.5 

244 

3.80 

0.54 

9 

0.6 

508   368 

Servomation 

—16.2 

55     - 

11% 

26 

5.3 

143 

189 

0.51t 

14 

0.3 

509    512 

North  Am  Rockwell 

—16.6 

44%- 

15% 

33 

21.9 

732 

3.04 

1.55 

11 

0.3 

510       * 

N  Y  State  Elec  &  Gas 

—16.7 

433/4- 

26% 

33 

8.2 

278 

2.89 

2.10 

12 

1.2 

511    590 

General  Public  Utils 

—16.8 

32  % - 

163/4 

22 

37.6 

861 

2.08 

1.60 

11 

14 

512   464 

Marathon  Oil 

—16.8 

593/4- 

20% 

34 

298 

1,020 

1.94 

1.60 

18 

0.4 

513    583 

Southern  Cal  Edison 

—17.4 

391/4- 

23 

30 

44.0 

1,335 

2.55 

1.56 

12 

1.0 

514    561 

United  States  Steel 

—17.5 

49    - 

25 

33 

54.2 

1,821 

2.74 

160 

12 

0.4 

515   627 

Detroit  Edison 

—18.1 

29%- 

17% 

21 

39.7 

855 

2.07 

1.40 

10 

1.0 

516   521 

Mead 

—18.3 

33%- 

11 

15 

16.4 

260 

0.99 

060 

16 

0.5 

517   302 

General  Cigar 

—18.7 

40%- 

16% 

20 

2.1 

43 

1.43 

1.20 

14 

06 

518   533 

Consolidated  Edison 

—18.7 

35%- 

22 

25 

55.0 

1,404 

2.43 

1.80 

10 

1.1 

519    153 

Dravo 

—18.8 

54%- 

23 

28 

2.2 

61 

2.62 

1.40 

11 

0.2 

520       * 

Cenco 

—18.9 

321/4- 

8 

22 

10.2 

231 

1.34 

0.18 

17 

1.2 

521    553 

Continental  Airlines 

—19.1 

28%- 

7% 

19 

12.8 

252 

0.91 

none 

22 

2.0 

522   589 

Missouri  Beef  Packer 

—19.1 

35%- 

12% 

18 

1.1 

21 

1.48 

none 

12 

06 

523   372 

American  Airlines 

—19.3 

49%- 

15 

27 

28.8 

786 

0.24 

none 

— 

0.9 

524     70 

Zale 

—19.4 

61     - 

19% 

43 

12.1 

525 

1.72 

0.68 

25 

0.1 

525   484 

Amsted 

—19.5 

643/4- 

24% 

42 

2.8 

117 

4.41 

2.10 

10 

0.0 

526   338 

Cluett,  Peabody 

—19.6 

393/4- 

14% 

20 

8.7 

174 

1.35 

0.90 

15 

0.4 

527   370 

Brown  Group 

—19.7 

61    - 

21V« 

34 

7.6 

263 

3.00 

1.50 

12 

0.2 

528   555 

C&O/B&O  Railways 

—19.7 

751/4- 

39% 

49 

8.7 

430 

4.54 

3.00 

11 

11 

529   308 

Greyhound 

—20.1 

26%- 

13 

17 

42.4 

758 

1.68 

1.02 

11 

0.6 

530   582 

United  Telecommun 

—20.2 

33%- 

143/4 

23 

34.0 

791 

1.46 

0.98 

16 

16 

531     52 

Leasco  Corp 

—20.5 

57% 

/ 

21 

10.7 

235 

1.81 

0.20 

12 

18 

532   579 

Commonwealth  Edison 

—20.5 

51%- 

28% 

37 

46.9 

1,755 

3.06 

2.20 

12 

1.1 

'Not  ranked  last  year.         tPlus  stock 
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A  CHIEF  EXECUTIVE  OFFICER  SPEAKS  HIS  MIND.  PORTION  OF  AN  INTERVIEW  WITH 

JOHN  O.  LOGAN,  PRESIDENT  OF  UNIVERSAL  OIL  PRODUCTS  COMPANY,  DES  PLAINES,  ILLINOIS 


Q:  Mr.  Logan,  what  are  your  personal  feelings 
about  the  "Ecology  Crisis?" 

A:  \r\fell,  I  grew  up  as  a  farm  boy  and  trained  and 
worked  as  a  chemist  I  have  a  love  of  nature- 
plus  a  technical  perspective  on  its  defilement. 

Q:  W)uld  you  elaborate? 

A."  We  live  in  the  most  technologically  advanced  society  of  all 

time. This  has  brought  us  the  blessings  of  affluence  and  mobility. 

But  these  are  countered  by  the  incredible  waste— and  ever 

mounting  consumption— of  energy  and  resources.  Now  we 

are  faced  with  many  ecological  consequences  created  by 

these  conditions. 

Ql  Then  what's  to  be  done? 

A:  I  believe  that  the  same  technological  prowess 
which  created  our  high  standard  of  living  can  also  be 
used  to  solve  all  our  ecological  problems— practically 
and  reasonably.  We  at  UOP  have  taken  our  long  ex- 
perience in  catalytic  processing  of  oil  and  applied  it 
to  catalytic  converters  for  auto  emission-control.  Sim- 
lar  extensions  of  know-how  have  gotten  our  chem- 
ists and  engineers  into  fuel-desulfurizing 
techniques  and  stack-gas  control  systems. 
We  already  have  an  answer  to  one  type  of 
nuclear  power-plant  contamination  and 
a  spectrum  of  air  and  water  waste-con- 
trol processes  and  products.  To  encour- 
age more  personal  involvement,  we  are 
creating  a  UOP  "E"  Award  for  the  persons 
or  teams  within  our  company  that  achieve 
significant  Ecology  breakthroughs.  As  a 
one-time  farmer,  that's  plowing  a  very 
straight  furrow  into  the  future! 


Write  to  Office  of  The  President  for  details  on: 

(    )  UOP's  stakes  in  the  Energy  and 
Environment  Crisis 


(    )  UOP's  total  Capabilities 

UOP,  Universal  Oil 
Products  Company 
Ten  UOP  Plaza 
Des  Plaines,  Illinois  60016 


uop 

The  Answer  Company 


How  many  typewriters  can  your 
postage  meter  handle? 


All  day  long  all  the  typewriters  in  your  office  work  away, 
most  of  their  output  ending  up  as  mail.  Then  all  at  once 
—usually  at  five  o'clock— this  mail  descends  on  the  mail- 
room,  to  funnel  through  your  postage  meter  one  piece  at 
a  time.  Causing  a  traffic  jam  in  the  mailroom. 

If  your  postage  meter  has  been  left  to  face  a  grow- 
ing number  of  typewriters  and  typists,  the  solution  is  the 
Pitney  Bowes  5600  Postage  Meter  Machine.  It  can  take 
a  pile  of  letters  of  almost  any  size  and  weight  and  auto- 
matically feed,  seal,  print  postage,  cancel,  date,  postmark 
and  stack  them  neatly  in  a  tray  ready  to  go  out.  And  pro- 
vide moistened  meter  stamped  tape  for  packages  as  well. 
And  even  keep  track  of  the  postage  used. 

And  while  it's  waiting  for  the  five  o'clock  rush, 
the   5600   can   do  such  jobs   as   automatically  signing 
checks.  Imprinting  dates  on   incoming  mail.   Even   han- 
dling UPS. 


The  best  way  to  unbottleneck  your  mailroom  is  to 
arm  it  with  a  Pitney  Bowes  5600.  The  Postage  Meter 
Machine  that  can  take  on  every  typewriter  in  your  office. 

For  more  information  write  Pitney  Bowes,  1777 
Pacific  Street,  Stamford,  Conn.  06904,  or  call  one  of  our 
190  offices  throughout  the  U.S.  and  Canada  Postage 
Meters,  Mailing  Equipment,  Copiers,  Counters  and 
Imprinters,  Addresser-Printers,  Labeling  and  Marking 
Systems. 


=  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


Who's  Where  in  the  Stock  Market 


Rank 
•72        "71 


Company 


5-Year 
Price  Change 


196872 
Price  Range 


Recent 
Price 


Shares 

Outstanding 

(millions) 


Total 

Market 

Value 

(millions) 


Latest 

12-Month  Indicated 

Earnings  1972 

Per  Share  Dividend 


Price/ 

Earnings 

Ratio 


Oebt/ 
Equity 
Ratio 


533  400 

Diamond  Intl 

—20.6 

59%- 

28% 

34 

11.9 

407 

3.10 

1.80 

11 

0.1 

534   614 

J  Ray  McDermott 

—20.8 

103%- 

15% 

67 

6.7 

456 

2.04 

1.00 

33 

0.4 

535    101 

Rath  Packing 

—20.8 

293/4- 

3% 

7 

1.2 

9 

—3.86 

none 

def 

0.3 

536   612 

CPC  International 

—21.0 

453/4- 

26% 

32 

23.7 

758 

2.66 

1.70 

12 

0.4 

537   259 

DiGiorgio 

—21.3 

273/4- 

93/4 

13 

5.5 

73 

1.31 

0.60 

10 

0.5 

538   586 

Pub  Serv  Elec  &  Gas 

—21.3 

38    - 

20% 

25 

45.2 

1,170 

2.32 

1.70 

11 

1.3 

539   580 

Phila  Electric 

—21.5 

32%- 

19 

23 

44.7 

1,039 

2.13 

1.64 

11 

1.1 

540   644 

Carolina  Power  &  Lt 

—21.7 

423/4- 

21% 

32 

17.6 

563 

2.80 

1.48 

11 

1.3 

541    388 

White  Consolidated 

—21.8 

353/4- 

7% 

23 

11.5 

264 

1.84 

0.40t 

13 

1.1 

542    117 

Sperry  &  Hutchinson 

—22.0 

593/4- 

24% 

28 

10.8 

310 

3.41 

1.00 

8 

0.1 

543    571 

Norfolk  &  Western  Ry 

—22.2 

118%- 

49% 

70 

9.8 

692 

2.30 

5.00 

31 

1.0 

544   129 

National  City  Lines 

—22.4 

383/4- 

10% 

18 

2.2 

41 

2.15 

0.90 

9 

0.6 

545   599 

Southern  Company 

—22.9 

30%- 

18% 

21 

62.5 

1,366 

1.85 

1.30 

12 

1.1 

546    104 

East  Gas  &  Fuel 

—23.3 

49%- 

17% 

25 

9.1 

227 

1.21 

nonet 

21 

0.9 

547   573 

Ethyl 

—24.2 

41%- 

15 

28 

10.1 

288 

3.86 

0.87 

7 

0.8 

548   607 

General  Tel  &  Elec 

—24.2 

463/4- 

20% 

31 

114.9 

3,647 

2.52 

1.54 

13 

0.0 

549   548 

Am  Smelting  &  Ref 

—24.2 

49%- 

16% 

20 

26.8 

555 

1.69 

1.20 

12 

0.1 

550   492 

Allied  Chemical 

—24.4 

43     - 

16% 

30 

27.6 

834 

2.23 

1.20 

14 

0.6 

551    511 

Alexander  &  Baldwin 

—25.0 

41%- 

10 

13 

9.2 

120 

1.33 

0.60 

10 

0.2 

552   537 

Owens-Illinois 

—25.2 

81    - 

38 

43 

15.4 

663 

3.78 

1.39 

11 

0.6 

553   598 

Green  Giant 

— 25.8 

48%- 

17% 

26 

3.1 

83 

2.20 

0.99 

12 

0.6 

554   629 

Corning  Glass  Works 

—26.3 

363     - 

145% 

254 

7.0 

1,785 

6.13 

2.50 

41 

0.3 

555   638 

Jones  &  Laughlin 

—26.5 

40     - 

83/4 

20 

15.9 

326 

1.31 

1.00 

16 

0.5 

556   144 

Reliance  Electric 

—26.9 

32%- 

15% 

23 

6.8 

157 

1.14 

0.70 

20 

0.4 

557   488 

R  R  Donnelley  &  Sons 

—27.2 

31%- 

13% 

23 

19.2 

441 

1.28 

0.45 

18 

0.0 

558  481 

Budd 

—27.3 

37     - 

6 

16 

6.0 

99 

2.42 

0.10 

7 

0.8 

559  326 

Magnavox 

—27.4 

62%- 

22% 

28 

17.7 

508 

1.58 

1.20 

18 

0.1 

560   350 

McDonnell-Douglas 

—27.7 

56%- 

12% 

37 

30.0 

1,119 

3.39 

0.40t 

11 

0.2 

561    172 

Harris-lntertype 

—27.7 

80  %- 

36% 

47 

6.4 

300 

2.10 

1.00 

23 

0.4 

562   551 

Cyclops 

—27.8 

52%- 

153/4 

22 

2.0 

46 

0.49 

1.00 

46 

0.5 

563   527 

RCA  Corp 

—28.1 

55    - 

18% 

38 

74.4 

2,856 

1.89 

1.00 

20 

1.1 

564   263 

Chromalloy  American 

—28.1 

44%- 

13% 

18 

9.5 

179 

1.77 

0.60 

11 

0.9 

565       * 

Keystone  Con  Inds 

—28.1 

39%- 

13% 

23 

1.9 

43 

2.14 

0.20 

11 

0.7 

566   622 

Consumers  Power 

—28.4 

463/4- 

263/4 

30 

26.2 

810 

2.67 

2.00 

12 

1.1 

567   498 

Federal-Mogul 

—28.4 

41 

20% 

29 

5.3 

154 

0.73 

1.80 

40 

0.1 

568  322 

TRW 

—28.6 

593/4- 

223/4 

36 

25.3 

931 

2.04 

1.01 

18 

0.5 

569   356 

VWR  United 

-—28.8 

25     - 

10 

13 

2.3 

29 

0.38 

0.48 

34 

1.0 

570   419 

Cincinnati  Milacron 

—28.8 

66%- 

29 

40 

3.6 

146 

0.14 

1.40 

— 

0.2 

571    593 

Kayser-Roth 

—28.9 

44     - 

15% 

20 

6.1 

127 

1.95 

0.60 

11 

0.8 

572   243 

Fuqua  Industries 

—29.1 

42%- 

6% 

21 

9.6 

210 

1.79 

nonef 

12 

0.9 

573   242 

Illinois  Central  Inds 

—29.2 

39%- 

14% 

30 

12.8 

388 

0.54 

1.18 

56 

0.4 

574   649 

Virginia  Elec  &  Power 

—29.3 

34%- 

16% 

23 

45.6 

1,055 

2.00 

1.12 

12 

1.2 

575   489 

Gulf  Oil 

—29.6 

49     - 

213/4 

26 

207.6 

5,580 

1.11 

1.50 

24 

0.4 

576  654 

Aluminum  Co  America 

—29.7 

84     - 

36 

56 

21.8 

1,234 

3.34 

1.80 

17 

0.7 

577   314 

Stop  &  Shop 

—30.1 

37%- 

14 

16 

3.2 

53 

1.36 

0.90 

12 

1.6 

578  467 

Chrysler 

—30.2 

723/4- 

16% 

39 

52.0 

2,042 

3.34 

0.90 

12 

0.4 

579  389 

American  Motors 

—30.8 

16%- 

5% 

9 

25.4 

235 

0.64 

none 

14 

0.4 

580 '626 

H  K  Porter 

—31.0 

38     - 

16% 

24 

1.3 

32 

0  11 

1.00 

— 

02 

581-  560 

FMC 

—31.0 

44%- 

15% 

25 

31.2 

780 

0.80 

0.85 

31 

0.4 

582     37 

Zapata 

—31.0 

87     - 

11% 

33 

4.8 

161 

3.12 

none 

11 

1.6 

583   409 

Food  Fair  Stores 

—31.2 

26%- 

8% 

10 

7.4 

78 

—0.20 

0.43  r 

def 

0.8 

584   640 

W  R  Grace 

—31.2 

53%- 

17% 

29 

25.5 

741 

1.95 

1.50 

15 

0.7 

585   282 

Kelsey- Hayes 

—31.4 

57     - 

15% 

29 

2.9 

85 

2.51 

1.30 

12 

0.6 

586   198 

Combined  Insurance 

—31.4 

62%- 

18% 

19 

27.8 

553 

1.30 

0.46 

15 

0.0 

587   623 

Union  Oil  California 

—31.6 

70     - 

23% 

38 

28.4 

1,099 

3.37 

1.60 

11 

0.4 

588   529 

International  Nickel 

—31.8 

48%- 

24% 

32 

74.5 

2,385 

1.21 

1.00 

26 

0.4 

589   636 

Arkansas  Louisiana  Gas 

—31.8 

403/4- 

20% 

26 

10.1 

264 

2.18 

1.30 

12 

1.0 

590       * 

Gray  Drug  Stores 

—32.5 

55     - 

17 

27 

1.7 

45 

2.41 

1.20 

11 

0.6 

591   306 

Raytheon 

—32.5 

54     - 

16% 

35 

15.7 

557 

2.33 

0.60 

15 

0.3 

592   525 

Springs  Mills 

—32.6 

26%- 

13 

15 

8.6 

133 

1.31 

0.80 

12 

0.1 

593   455 

Uniroyal 

—32.7 

33%- 

12% 

16 

26.9 

448 

1.52 

0.70 

11 

0.8 

594   404 

Textron 

—33.0 

57%- 

15% 

34 

28.5 

990 

2.23 

0  93 

16 

0.3 

'Not  ranked  last  year.         tPlus  stock.         def— Deficit. 
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Who's  Where  in  the  Stock  Market 


Total 

Latest 

Shares 

Market 

12-Month 

Indicated 

Price/ 

Debt/ 

Rank 

5-Year 

1968-72 

Recent 

Outstanding 

Value 

Earnings 

1972 

Earnings 

Equity 

•72        '71 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

595    112 

Penn  Fruit 

—33.7 

251/4-     7% 

8 

1.4 

12 

—1.06 

none 

def 

0.1 

596   653 

Duke  Power 

—33.8 

43y2-  2o% 

24 

35.3 

864 

1.80 

1.40 

14 

1.2 

597    581 

B  F  Goodrich 

—33.9 

66     -  193/4 

31 

14.5 

462 

0.98 

1.00 

33 

0.5 

598   328 

Interstate  Brands 

—34.0 

29     -  12% 

13 

2.3 

31  * 

1.65 

096 

8 

0.5 

599     40 

George  A  Hormel 

—34.0 

30     -  I2V2 

19 

4.8 

94 

1.63 

0.78 

12 

0.0 

600   565 

Iowa  Beef  Packers 

—34.6 

733/4-  i53/4 

32 

2.4 

79 

2.32 

nonef 

14 

1.0 

601    630 

Diamond  Shamrock 

—34.7 

37%-  11% 

20 

14.7 

306 

1.57 

1.00 

13 

0.5 

602    667 

Republic  Steel 

—34.7 

53%-  173/4 

28 

16.2 

461 

1.59 

1.00 

18 

0.4 

603    181 

City  Investing 

—34.7 

39%-  10% 

17 

22.5 

390 

2.06 

0.52 

8 

0.6 

604    524 

Cooper  Industries 

—35.6 

561/2-  18 

31 

4.2 

132 

1.34 

0.80 

23 

04 

605   211 

Provident  National 

—35.6 

92     -  211/2 

35 

3.7 

130 

5.40 

1.56 

7 

0.0 

606   552 

Gulf  &  Western  Inds 

—35.7 

641/4-     91/2 

37 

15.8 

585 

3.47 

0.61 

11 

1.5 

607   682 

G-neral  Instrument 

—36.0 

57%-  11 

25 

6.5 

168 

0.83 

nonet 

31 

0.8 

608   450 

Del  Monte 

—36.3 

37     -  16% 

22 

12.0 

271 

—0.41 

1.10 

def 

0.6 

609    257 

Gimbel  Brothers 

—36.5 

49%-  20 

25 

8.5 

215 

1.53 

1.00 

17 

0.3 

610    556 

Pennzoil  United 

—36.5 

67%-  15% 

26 

21.5 

564 

1.29 

0.80 

20 

1.3 

611    425 

Fairmont  Foods 

—36.8 

27%-  IIV4 

15 

4.1 

62 

1.12 

0.63 

14 

0.6 

612   616 

American  Investment 

—37.2 

28%-     7 

11 

5.5 

64 

1.00 

0.50 

12 

3.9 

613   222 

Cook  United 

—37.2 

50%-  12% 

14 

4.6 

68 

1.78 

0.50 

8 

0.8 

614   454 

Bell  &  Howell 

—38.2 

91     -  22% 

55 

5.4 

298 

2.84 

0.62 

20 

0.1 

615   628 

Crowell-Coll  &  Macm 

—38.5 

37%-     7% 

12 

14.6 

175 

0.83 

nonet 

14 

0.3 

616   595 

American  Can 

—38.6 

58%-  27 

31 

17.7 

561 

—3.24 

2.20 

def 

0.4 

617   438 

National  Tea 

—38.7 

17     -     7% 

8 

7.6 

62 

0.40 

0.80 

20 

0.4 

618  379 

First  Natl  Stores 

—38.9 

49%-  19% 

23 

1.4 

32 

—0.45 

0.25 

def 

0.2 

619   231 

Celanese 

—39.2 

793/4-  33% 

38 

13.9 

535 

—3.40 

2.00 

def 

0.7 

620   290 

Indian  Head 

—39.4 

46%-  14 

25 

4.9 

122 

2.84 

0.80 

9 

1.0 

621    494 

MCA 

—39.4 

53%-  11% 

29 

8.2 

244 

2.64 

0.60 

11 

0.3 

622    248 

Bergen  Brunswig 

—39.7 

40     -     5% 

8 

2.8 

24 

—0.27 

0.06t 

def 

0.6 

623    239 

Southwestern  Life 

—39.8 

48%-  14 

14 

10.3 

145 

2.60 

0.80 

5 

0.0 

624   600 

Ex-Cell-0 

—39.9 

41     -  14 

22 

8.4 

188 

0.80 

0.80 

28 

0.4 

625   318 

Acme  Markets 

—40.2 

63%-  21 

25 

3.5 

87 

0.67 

2.00t 

37 

0.2 

626   266 

Grand  Union 

—40.3 

31%-  13% 

16 

6.4 

105 

1.61 

0.80 

10 

00 

627    236 

Dillingham 

—40.4 

41%-     8% 

10 

12.6 

137 

0.55 

0.40 

20 

1.2 

628   493 

Foremost-McKesson 

—40.4 

39%-  16% 

20 

13.1 

265 

2.09 

0.82 

10 

1.0 

629   405 

U  S  Freight 

—40.8 

53     -  173/4 

26 

6.5 

173 

2.85 

1.40 

9 

0.2 

630  650 

J  P  Stevens 

—41.0 

67    -  20 

31 

6.1 

190 

096 

1.50 

32 

0.4 

631    643 

Scott  Paper 

—41.0 

35     -  12% 

16 

34.6 

553 

104 

0.50 

15 

0.4 

632   613 

Signal  Companies 

—41.1 

47%-  11% 

21 

19.2 

412 

1.77 

0.60t 

12 

0.5 

633   381 

Dayco 

—41.2 

34     -  13% 

18 

3.1 

56 

1.88 

1.14 

10 

2.2 

634    519 

Babcock  &  Wilcox 

-41.3 

48     -  12% 

27 

12.4 

340 

1.85 

0.54 

15 

0.2 

635    648 

West  Point-Pepperell 

— 41.6 

54%-  I6V4 

29 

4.8 

140 

2.15 

1.00 

14 

0.1 

636   694 

United  Aircraft 

— 42.0 

83%-  23% 

47 

12.1 

572 

—2.44 

1.80 

def 

0.5 

637   690 

Bunker-Ramo 

— 42.3 

21%-     5% 

9 

18.5 

183 

0.41 

0.03 

24 

0.3 

638       * 

Varian  Associates 

—43.3 

37%-     93/4 

17 

7.3 

130 

0.48 

none 

37 

0.2 

639   646 

Hammermill  Paper 

—43.4 

38%-  13% 

16 

6.4 

103 

0.17 

0.50 

— 

0.8 

640    501 

Carson  Pirie  Scott 

—43.4 

413/4-   10% 

14 

2.4 

33 

129 

0.60t 

11 

08 

641    592 

Rohr  Industries 

—43.5 

39     -  13% 

20 

4.0 

80 

126 

0.80 

16 

0.4 

642   433 

Purex 

—43.5 

38    -  10% 

19 

11.0 

218 

1.44 

0.84 

14 

0.4 

643   305 

De  Soto 

—44.1 

42%-  12% 

13 

5.4 

70 

091 

040 

14 

0.2 

644   656 

McLouth  Steel 

—44.6 

48%-  11 

19 

3.6 

68 

0.60 

none 

32 

0.5 

645   608 

UAL 

—44.7 

66%-  12% 

36 

21.1 

770 

1.13 

none 

32 

12 

646   695 

Fairchild  Camera 

—45.2 

102%-  18 

48 

4.9 

235 

0.49 

none 

— 

1.0 

647   661 

NL  Industries 

—45.3 

40    -  11% 

18 

24.0 

435 

1.41 

1.00 

13 

05 

648   202 

Cyprus  Mines 

—45.3 

423/4-  21% 

32 

9.0 

291 

3.14 

1.00 

10 

02 

649   299 

Walgreen 

—45.5 

41%-  14% 

22 

6.4 

146 

1.77 

1.00 

13 

0.5 

650    603 

Northrop 

—45.8 

53%-  15% 

23 

4.1 

95 

2.51 

1.00 

9 

0.5 

651    677 

Shop-Rite  Foods 

—45.9 

36%-    63/4 

8 

0.9 

7 

1.01 

0  40 

8 

0.2 

652    625 

Amer  Chain  &  Cab. 

— 46.1 

47     -  19% 

22 

2.5 

55 

—2.39 

1  15 

def 

0.0 

653 

Wallace  Murray 

— 46.3 

47%-  12 

19 

2.9 

54 

2.35 

060 

8 

0.8 

654    655 

Eastern  Air  Lines 

— 46.5 

48    -  11 

25 

190 

476 

145 

none 

17 

1.7 

655        * 

Central  Tel  &  Utils 

—46.8 

39%-  153/4 

25 

18.2 

454 

1.67 

0.94 

15 

1.5 

656    684 

Brown  Company 

—46.9 

28%-     3 

10 

3.6 

39 

0.72 

none 

15 

1.6 

'Not  ranked  1 

ist  year.         fPlus  stock. 

def— Deficit. 
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Buy  your  own  disk  drive 

Can  you  afford  to? 
Can  you  afford  not  to? 


We  have  a  set  of  figures 
worked  out  by  one  of  our 
accountants  that  shows  you  a 
savings  of  32%  over  a  three 
yeaf  period  if  you  buy 
instead  of  lease. 

But  your  figures  will  be 
different  from  his.  They 
always  are. 

Here's  what  you  positively 
can  afford  to  do.  You  can  call 
(714)  821-2011  collect,  and  talk 
to  Rod  Murray.  Get  together 


with  him  or  one  of  his  people 
and  your  accountant. 

Find  out  if  you  really  can 
save  something  by  buying 
instead  of  leasing. 

But  if  you  prefer  to  lease, 
check  to  see  if  you're  leasing 
from  us.  If  not,  you're  still 
spending  too  much. 

Call  your  local  CalComp 
office,  or  contact 
California  Computer  Products, 
Inc.,  FB-M1-73, 


2411  West  La  Palma  Avenue, 
Anaheim,  California  92801. 
(714)  821-2011. 
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Who's  Where  in  the  Stock  Market 


Rank 
•72        '71 


Company 


5-Year 
Price  Change 


1968-72 
Price  Range 


Recent 
Price 


Shares 

Outstanding 

(millions) 


Total 

Market 

Value 

(millions) 


Latest 
12-Month 
Earnings 
Per  Share 


Indicated 

1972 
Dividend 


Price/ 

Earnings 

Ratio 


Debt/ 

Equity 
Ratio 


657    304 

Vornado 

—47.7 

37%- 

7% 

16 

5.7 

95 

2.00 

none 

8 

0.8 

658    683 

Universal  Oil  Prods 

—47.8 

50%- 

Id/2 

23 

10.0 

235 

1.27 

none 

19 

0.5 

659 

UV  Industries 

—47.8 

66%- 

19 

29 

2.7 

78 

3.82 

1.00 

8 

1.3 

660    641 

Aires 

—48.0 

36%- 

12i/2 

18 

11.7 

211 

1.77 

0.80 

10 

0.6 

661    637 

Kcnnecott  Copper 

—48.1 

56    - 

20% 

24 

33.2 

800" 

1.42 

1.00 

17 

0.3 

662    687 

Dan  River 

—48.3 

273/4- 

6 

11 

5.6 

64 

0.35 

none 

33 

0.5 

663    639 

Time  Inc 

—48.4 

109%- 

251/2 

50 

7.3 

366 

3.32 

1.90 

15 

0.4 

664    360 

Intl  Basic  Econ 

—48.6 

18%- 

4% 

4 

4.1 

19 

0.60 

none 

8 

0.6 

665    500 

Pitney-Bowes 

—48.9 

42%- 

16% 

18 

13.0 

237 

0.93 

0.68 

20 

0.6 

666    540 

Inmont 

—49.1 

30%- 

6V4 

10 

7.9 

84 

0.90 

0.10 

12 

0.5 

667    151 

Bohach 

—50.0 

25%- 

8V4 

12 

1.2 

15 

1.05 

none 

11 

0.8 

668    621 

Kojhring 

—50.2 

48%- 

15% 

18 

2.9 

54 

1.14 

0.20 

16 

0.7 

669    542 

Natl  Cash  Register 

—50.8 

85%- 

233/4 

32 

22.1 

723 

—0.73 

0.48 

def 

08 

670    659 

MGM 

—51.3 

55    - 

12% 

23 

5.9 

138 

1.56 

none 

15 

0.4 

671    567 

Great  Atl  &  Pac  Tea 

—51.4 

39%- 

15V4 

17 

24.9 

429 

—1.78 

0.80 

def 

0.0 

672   449 

Insilco 

—51.9 

35%- 

11% 

15 

9.1 

137 

1.21 

0.70 

13 

1.0 

673    617 

Midland-Ross 

—51.9 

393/4. 

13V2 

17 

5.7 

97 

1.07 

0.80 

16 

0.4 

674    604 

Addressograph-Multi 

—52.0 

91%- 

191/2 

38 

8.0 

306 

2.09 

0.60 

18 

0.4 

675    662 

Pennwalt 

—52.3 

68    - 

17% 

27 

7.3 

203 

1.31 

1.20 

21 

0.3 

676    523 

Lear  Siegler 

—52.8 

29%- 

63/4 

10 

12.3 

132 

0.59 

0.20 

18 

0.6 

677    359 

Castle  &  Cooke 

—53.1 

43%- 

13% 

17 

12.2 

211 

1.39 

0.60 

12 

0.8 

678    670 

Pan  Am  World  Airways 

—53.9 

313/4- 

8 

11 

40.4 

444 

— 1.17 

none 

def 

1.9 

679     95 

Alco  Standard 

—54.2 

40%- 

8 

9 

10.9 

103 

1.20 

0.34 

8 

0.5 

680   688 

Texas  Gulf  Sulphur 

—54.5 

49%- 

II1/4 

19 

30.4 

585 

0.74 

0.60 

26 

0.4 

681    685 

Cerro 

—54.7 

451/4- 

11% 

16 

8.5 

138 

1.23 

0.60 

13 

0.2 

682    668 

Chemetron 

—54.9 

56i/2- 

15% 

22 

3.8 

83 

1.41 

0.50 

16 

0.5 

683    230 

Pueolo  International 

—54.9 

26%- 

5»/2 

7 

4.5 

32 

0.77 

0.29 

9 

0.7 

684    363 

Control  Data 

—55.0 

174    - 

283/4 

61 

15.7 

965 

3.63 

none 

17 

0.7 

685    679 

General  Dynamics 

—55.1 

66    - 

I61/2 

29 

10.6 

315 

2.31 

none 

13 

0.4 

686    597 

Commonwealth  Oil  Ref 

—55.2 

29%- 

8% 

9 

13.0 

127 

0.48 

nonet 

20 

0.7 

687    601 

Lykes-Youngstown 

—55.3 

373/4. 

5V4 

9 

90 

86 

—0.09 

none 

def 

0.9 

688    594 

American  Standard 

—56.1 

49     ■ 

10% 

13 

13.2 

178 

—6.94 

0.40 

def 

1.1 

689    295 

Avnet 

—56.4 

431/2- 

6% 

13 

11.3 

156 

1.21 

0.30 

11 

0.6 

690    698 

Anaconda 

—56.7 

66i/4- 

11% 

20 

21.9 

449 

—14.54 

0.13 

def 

0.5 

691    611 

Walter  Kidde 

—57.0 

783/4. 

141/4 

30 

9.8 

301 

2.85 

none 

11 

0.6 

692    505 

Stokely-Van  Camp 

—57.2 

60%- 

15% 

22 

3.3 

73 

2.01 

1.00 

11 

0.1 

693    575 

American  Bakeries 

—57.5 

341/2- 

8% 

10 

2.1 

21 

—1.33 

0.20 

def 

0.3 

694    665 

Goneial  Cab.e 

—57.8 

431/4- 

13 

16 

14.3 

237 

1.14 

0.80 

15 

0.3 

695    458 

Alexander's 

—58.0s 

31%- 

83/4 

10 

4.7 

47 

0.25 

0.40 

40 

1.3 

696    591 

Sundstrand 

—58.0 

91     - 

12% 

35 

5.5 

194 

0.99 

0.80 

36 

1.0 

697    696 

Allegheny  Ludlum  Ind 

— 58.3 

723/4- 

16 

29 

4.7 

140 

1.18 

1.00 

25 

0.4 

698    678 

Ka.ser  Alum  &  Chem 

—58.7 

48%- 

16% 

20 

19.1 

386 

0.71 

0.50 

29 

0.8 

699    408 

Talley  Industries 

—59.0 

62%- 

6% 

11 

4.2 

49 

1.21 

0.15f 

10 

0.5 

700    645 

Fairchild  Industries 

—59.0 

241/4- 

6 

9 

4.6 

44 

1.43 

0.30 

7 

0.6 

701    671 

USM 

—59.2 

52i/2- 

IOV4 

18 

4.1 

78 

1.37 

0.40 

14 

0.5 

702    534 

Grolier 

—59.6 

36%- 

133/4 

14 

5.9 

87 

1.69 

0.90 

9 

0.7 

703    319 

Genesco 

—61.1 

581/4- 

13% 

16 

12.1 

196 

0.24 

1.45 

68 

0.7 

704    506 

American  General 

—61.7 

27%- 

11 

20 

25.4 

531 

1.90 

0.52 

11 

0.0 

705    393 

Teledyne 

—61.8 

62     - 

I21/4 

22 

23.0 

512 

1.66 

nonet 

13 

0.4 

706    636 

Columbia  Pictures 

—62.3 

43%- 

6% 

10 

6.3 

67 

—0.40 

none 

def 

2.7 

707    672' 

City  Stores 

—62.3 

26%- 

5 

7 

3.3 

24 

0.22 

none 

34 

0.5 

708   658 

Allls-Chalmers 

—62.5 

38%- 

10% 

13 

10.6 

142 

0.62 

0.20 

22 

0.4 

709   446 

Kaiser  Industries 

—62.6 

24%- 

5% 

6 

26.9 

182 

0.01 

nonet 

— 

0.1 

710    526 

Occidental  Petroleum 

—62.6 

55%- 

9% 

13 

55.7 

738 

—2.58 

0.13 

def 

1.0 

711    576 

L  bhy,  McNeill  &  Lib 

—63.2 

19%- 

5 

5 

9.7 

56 

— 0.38 

none 

def 

0.2 

712      54 

Needham  Packing 

—63.5 

33  - 

7 

10 

0.8 

8 

1.67 

0.30 

6 

0.3 

713   440 

General  Foods 

—63.8 

46%- 

23'/2 

29 

50.0 

1,474 

1.24 

1.40 

24 

0.3 

714 

Penn-Dixie  Cement 

—63.9 

34%- 

7% 

10 

3.1 

32 

0.75 

0.12t 

14 

0.7 

715    681 

Oiin  Corp 

—63.9 

48i/2- 

13% 

17 

24.2 

420 

1.20 

0.88 

14 

0.5 

716    532 

Colt  Industries 

—64.1 

83    - 

I21/2 

22 

6.5 

144 

1.38 

0.60 

16 

0.6 

717    697 

Reynolds  Metals 

—64.2 

503/4- 

133/4 

18 

17.2 

310 

— 0.37 

0.45 

def 

1.1 

718   609 

Allied  Products 

—64.2 

633/4. 

II1/2 

20 

1.8 

37 

1.87 

0.68 

11 

0.8 

•Not  ranked  last  year.        fPlus  stock.        def— Deficit. 
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IMAGINATION  IN  PRODIS  I    1  i  ,  JZATION,  THIRTEENTH  IN  A  SERIES 

How  we  profit 
from  9  million  tons 
of  leftovers. 


This  year,  Georgia-Pacific  will  sell,  use  or 
recycle  more  than  9  million  tons  of  wood  chips, 
shavings,  sawdust,  trim  from  paper  mills,  bark, 
and  other  leftovers.  Some  of  the  leftovers  are 
used  as  fuel  to  power  G-P  mills.  But  most  of  the  wood 
wastes  are  converted  into  useful,  profitable  products: 
Pulp  and  paper.  Particleboard  and  hardboard. 
Ground  mulch.  Charcoai  briquets.  Roofing  materials. 
Even  food  flavorings  and  medicines. 

We've  found  many  profitable  uses~for  leftovers — 
materials  that  would  have  been  discarded  only  a 
few  years  ago.  And  this  has  also  allowed  us  to 
substantially  reduce  burning  as  a  means  of  disposal, 
a  source  of  air  pollution. 

Sawdust,  chip  fines,  and  sander  dust  have 
always  been  difficult  to  dispose  of.  In  the  past,  these 
tiny  particles  were  simply  burned.  And  some  are 
still  used  as  fuel.  But  today  we're  also  using  these 
materials  to  make  panelboard — an  entirely  new 
engineered  board  manufactured  by  a  patented 
continuous  cylindrical  press  process.  These  wood 
residues'are  blended  with  G-P  resin  then  bonded 
together  under  heat  and  pressure,  producing  a  rigid, 
thin  board  ideal  for  door  skins,  core  stock,  wall 
paneling,  commercial  and  residential  remodeling, 
and  other  applications.  And  only  a  few  years  ago,  the 
materials  to  make  panelboard  were  considered 
useless.  Waste. 

At  G-P,  we're  working  to  utilize  as  much  of  our 
valuable  resources  as  possible.  If  a  leftover  seems 
useless,  we  find  a  use  for  it.  Just  as  we're  using 

Georgia-Ffecific 

PRODUCTS  NOW  AND  FORESTS  FOREVER 


**.       jf^SlC    - 


9  million  tons  of  wood  residues  this  year.  Because, 
when  leftovers  are  treated  with  a  little  imagination, 
they  really  aren't  leftovers  at  all. 

This  is  another  way  imagination  pays  for 
Georgia-Pacific.  And  for  you. 


GEORGIA-PACIFIC,  IMAGINATION 
is  an  informative  review  of  the  Company's  extensive 
corporate,  financial  and  community  advertising  program 
depicting  the  full  range  of  G-P's  "Imagination"  efforts. 
Mail  the  coupon  for  your  free  copy.  No  obligation, 
of  course. 


NAME 


ADDRESS 


CITY 


STATE 


ZIP 


Georgia-Pacific  Corporation 
Dept.  7-13D 
900  S.W.  Fifth  Ave. 
Portland,  Oregon  97204 


Who's  Where  in  the  Stock  Market 


Total 

Latest 

* 

Shares 

Market 

12-Month 

Indicated 

Price/ 

Debt, 

Rank 

5-Vear 

1968-72 

Recent 

Outstanding 

Value 

Earnings 

1972 

Carningi 

Equity 

•72        '71 

Company 

Price  Changt 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratle 

719 

F  &  M  Schaefer 

— 64.7$ 

59     - 

9 

10 

1.8 

19 

0.91 

none 

11 

19 

720    691 

Bangor  Punta 

-65.2 

61%- 

51/2 

18 

4.0 

74 

—0.27 

none 

def 

0.7 

721    431 

Ogden 

—65.3 

52     - 

6% 

14 

10.5 

154 

1.52 

0.60 

10 

0.8 

722 

Twentieth-Cent  Fox 

—65.3 

41%- 

6 

10 

8.6 

92 

0.78 

none 

14 

1.2 

723    699 

SCM 

—66.4 

58%- 

11% 

17 

9.2 

164 

0.16 

none 

— 

0.7 

724    656 

Howmet 

—66.5 

503/4- 

11 

14 

9.8 

139 

1.38 

0.70 

10 

1.4 

725    664 

Thriftimart 

—66.7 

32     - 

9% 

10 

1.0 

10 

-0.46 

0.05 

def 

0.3 

726    676 

Grumman 

—67.1 

48i/4- 

9% 

12 

6.8 

84 

—4.26 

0.25 

def 

0.6 

727    634 

Borman's 

—67.6 

30  V4- 

51/4 

6 

3.0 

18 

—1.14 

none 

def 

0.5 

728    686 

New  York  Times 

— 68.0$ 

6OI/4- 

14% 

15 

11.4 

176 

0.84 

0.60 

18 

0.1 

729    675 

Revere  Coppr  &  Brass 

—68.2 

40    - 

8% 

9 

5.6 

53 

—0.15 

none 

def 

1.2 

730    673 

McGraw-Hill 

—68.9 

54%- 

IOV4 

14 

23.3 

341 

0.86 

0.57 

17 

0.3 

731    214 

United  Brands 

—69.6 

58%- 

8 

11 

11.2 

133 

—1.97 

none 

def 

0.9 

732       * 

Amer  Beef  Packers 

— 69.8** 

273/4- 

4% 

6 

1.9 

12 

0.66 

none 

9 

0.6 

733        * 

Areata  Natl  Corp 

— 69.8$ 

53i/2- 

12% 

13 

6.6 

91 

0.82 

0.14 

17 

0.8 

734    631 

White  Motor 

—70.5 

571/2- 

9% 

14 

8.2 

121 

—1.38 

none 

def 

0.5 

735    546 

Foodarama  Supermkts 

—71.7 

33%- 

3% 

4 

1.6 

8 

—1.54 

0.08 

def 

0.5 

735    479 

Kaiser  Steel 

—71.7 

821/2- 

9% 

13 

6.8 

89 

—1.20 

none 

def 

0.9 

737    557 

Boise  Cascade 

—72.1 

75%- 

9 

10 

31.2 

331 

—7.47 

0.19 

def 

0.7 

738    704 

Boeing 

—72.2 

901/4- 

12 

25 

21.7 

545 

1.07 

0.40 

23 

0.8 

739    651 

Allied  Supermarkets 

—72.6 

22    - 

4i/4 

5 

5.2 

27 

0.27 

none 

19 

2.1 

740    624 

Arden-Mayfair 

—72.7 

19%- 

3% 

3 

3.5 

13 

0.10 

none 

38 

1.1 

741        * 

Bluebird 

—72.8 

16%- 

3 

3 

7.5 

26 

0.30 

none 

12 

0.8 

742    554 

Spencer  Foods 

— 73.6 

47    - 

53/4 

7 

1.0 

7 

—1.55 

none 

def 

1.7 

743    605 

Avco 

—75.4 

65    - 

9 

16 

11.5 

184 

1.55 

none 

10 

1.5 

744    663 

Great  Western  United 

—76.0 

79    - 

71/* 

9 

2.1 

19 

—0.09 

none 

def 

0.9 

745    701 

Chicago  Milwaukee 

—76.3 

69    - 

6V4 

8 

2.5 

22 

—8.49 

none 

def 

0.7 

746    652 

E  F  MacDonald's 

— 78.9 

24%- 

3% 

4 

3.8 

16 

—2.18 

none 

def 

1.8 

747    518 

Ward  Foods 

—79.8 

531/2- 

81/4 

8 

3.2 

29 

—0.74 

none 

def 

2.0 

748    666 

Ampex 

—80.4 

49%- 

5 

7 

10.9 

76 

—8.20 

none 

def 

5.2 

749    707 

Collins  Radio 

— M.1 

101%- 

9 

18 

3.0 

56 

—18.90 

none 

def 

2.7 

750    124 

National  Industries 

-«U 

29%- 

4% 

4 

7.1 

31 

0.27 

0.05 

16 

1.2 

751    660 

GAC  Corp 

— 81.4 

671/4- 

5% 

6 

7.2 

47 

—6.45 

none 

def 

2.0 

752    669 

Interstate  Stores 

—81.6 

46%- 

5% 

6 

5.5 

36 

—0.50 

none 

def 

0.6 

753    485 

Baza'r 

—815 

29    - 

3% 

3 

0.8 

3 

—1.92 

0.30 

def 

1.4 

754    287 

Whittaker 

—82.2 

45%- 

5 

8 

20.3 

165 

0.31 

none 

26 

0.9 

755    709 

Lockheed  Aircraft 

—82.4 

60%- 

7 

9 

11.4 

108 

1.05 

none 

9 

2.8 

756    689 

Arlan's  Dept  Stores 

—83.4 

40%- 

2% 

4 

2.8 

11 

— 6.31 

none 

def 

8.2 

757    693 

A-T-0 

—85.2 

74    - 

6 

10 

7.7 

82 

0.81 

0.12 

13 

0.7 

758    700 

Litton  Industries 

—86.1 

943/4- 

Id/4 

12 

31.5 

405 

—0.30 

nonef 

def 

0.8 

759    680 

Parkview-Gem 

—86.2 

431/2- 

3% 

4 

1.3 

5 

—3.14 

none 

def 

0.6 

760    702 

Diversified  Inds 

—90.3 

55     - 

21/4 

3 

6.0 

21 

—2.33 

none 

def 

0.4 

761    706 

LTV 

—92.2 

1353/4. 

7% 

9 

7.4 

72 

—2.55 

none 

def 

2.4 

762    710 

Penn  Central 

—94.6 

86%- 

3 

3 

24.1 

81 

•    — 

none 

— 

0.0 

763    708 

American  Export  inds 

—95.0 

70    - 

2% 

2 

4.8 

13 

—3.13 

none 

def 

4.2 

*•        • 

H  F  Ahmanson 

32%. 

28 

31 

22.7 

719 

1.99 

none 

16 

0.0 

**        » 

American  Intl  Group 

891/2- 

19% 

89 

19.8 

1,762 

1.79 

0.26 

50 

0.0 

**        » 

Arlen  Realty  &  Develop 

243/4. 

9% 

12 

21.6 

273 

0.14 

none 

— 

2.9 

**        » 

Avis 

49     - 

35% 

48 

6.0 

293 

1.76 

0.20 

28 

1.7 

**        * 

Burlington  Northern 

57     ■ 

203/4 

48 

12.5 

600 

4.42 

1.50 

11 

0.5 

**       • 

General  Host 

45%- 

6% 

14 

2.1 

31 

0.95 

none 

15 

60 

»»        * 

Great  North  Nekoosa 

75     - 

343/4 

49 

5.1 

251 

3.18 

1.60 

16 

0.4 

**        • 

Great  Scott  Suprmkts 

14%- 

6V4 

9 

1.4 

14 

0.71 

none 

14 

0.2 

**        * 

Knight  Newspaper 

57%- 

12% 

55 

10.1 

561 

1.86 

0.27 

30 

0.4 

*4                * 

Merrill  Lynch  P  F  S 

46     - 

24 

32 

32.2 

1,031 

2.03 

0.51 

16 

00 

i*             • 

Monfort  of  Colorado 

121/4- 

5 

8 

5.0 

40 

1.20 

none 

7 

0.1 

**             * 

National  Kinney 

36     - 

13% 

16 

6.4 

103 

091 

none 

18 

01 

**             * 

Omega-Alpha 

61/2- 

1% 

1 

14.6 

20 

—0.14 

none 

def 

0.0 

**             * 

Schering-Plough 

1363/4- 

60% 

128 

25.5 

3,260 

2.72 

094 

47 

0.0 

**            * 

Levi  Strauss 

63%- 

331/4 

47 

10.9 

517 

2.19 

0.38 

22 

0.2 

«*            s 

Sysco 

461/z- 

8V4 

44 

2.3 

101 

1.72 

0.20 

26 

0.2 

**            • 

Warner  Communication 

501/4- 

19 

37 

18.9 

699 

2.36 

0.25 

16 

0.7 

•Not  ranked  last  year.         fPlus  stock.         def.— Deficit  fFouryear  price  gain.         **Not  available;   not  ranked.     FORBES    estimated    earnings    per   share   for   all    insurance 

companies.  The  Debt/Equity  Ratio  is  computed  by    dividing  total  long  te-m  debt  by  total  equity,  minority  interest  and  deferred  taxes. 
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man_ennan 


IS 


tone  company  made  up  of  several  diverse 
parts  which  offer  an  unusual  range  of 
services  to  businesses  and  the  men  who 
manage  them. 

Marlennan  Corporation  was  founded 
by  Marsh  &  McLennan,  world's  leading 
insurance  brokers. To  date  Marsh  & 
McLennan  has  been  joined  by  The  Putnam 
Management  Company,  Inc.,  James  D. 
Landauer  Associates,  Inc., and  Western 
Management  Consultants,  Inc. 

Management  services  offered  by  these 
subsidiaries  include:  Insurance  Services, 
Mutual  Funds,  Employee  Benefits, 
Investment  Management,  Real  Estate 
Consulting,  Mass  Merchandising, 
Corporate  Communications  and  Specialty 
Consulting. 

Our  exceptional  expertise  in  all  these 
areas  is  available  to  help  increase  your 
company's  profitability,  in  any  industry, 
in  any  size  company,  anywhere  in  the  world. 
How  may  we  serve  you? 

Marlennan  Corporation 

Management  services  to 
the  world  of  business 

Marlennan  Plaza 
222  South  Riverside 
Chicago,  Illinois  60606 
Phone:  648-6000. 


Who's  Where 

within 

the 

Industry 
Groups 


The  economic  upturn  that  began  late  in  1971  broadened 
in  1972:  Twenty  out  of  29  industries  improved  their  me- 
dian return  on  equity  for  the  latest  12  months. 

Reflecting  the  record  2.3  million  housing  starts  in  1972, 
the  median  return  on  equity  for  the  Building  Materials 
industry  climbed  from  9.5%  in  1971  to  11.3%  in  the  latest 
12  months.  The  Forest  Products  industry  reflected  the 
cyclical  upturn  in  the  Paper  industry.  Another  hopeful  sign 
was  the  big  gain  last  year  in  median  return  on  equity 
among  the  airlines  compared  with  their  5- Year  Return. 

On  the  other  side  of  the  coin,  the  industry  that  declined 
most  was  the  supermarket  group,  which  dropped  from  a 
median  return  on  equity  of  9.8%  in  1971  to  7.5%  in  1972. 
The  major  reason  for  the  precipitous  decline,  of  course,  was 
the  price  war  initiated  by  A&P. 

A  comparison  of  the  industry  groups  also  shows  the 
degree  of  leverage  among  them.  For  example,  the  elec- 
tric utilities  are  15th  in  median  5-Year  Return  on  Equity 
but  26th  in  median  5-Year  Return  on  Capital  (debt  plus 
equity).  The  Natural  Gas  industry  is  even  more  leveraged. 
It  is  6th  in  median  5-Year  Return  on  Equity  and  24th  in 
median  5- Year  Return  on  Capital. 

Five-year  annual  growth  figures  have  also  improved, 
the  earnings  per  share  growth  rate  tripling  vs.  a  year  ago.  ■ 


INDUSTRY  MEDIANS:  Yardsticks  of  Management  Performance 


EQUITY 


PROFITABILITY 

■5- Year  Return  on ^    ^,,,4  12-Month  Return  on 

TOTAL  CAPITAL  EQUITY       TOTAL  CAPITAL 


GROWTH 


5- Year  Annual 
SALES  GROWTH 


5-Year  Annual 
EARNINGS  GROWTH 


Industry 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Rank 

Percent 

Rank 

Percent 

Consumer  Goods:  Health  Care 

1 

17.7 

1 

16.0 

16.3 

14.4 

5 

11.4 

2 

9.7 

Consumer  Goods:  Personal 

2 

15.7 

2 

113 

13.6 

11.5 

19 

8.3 

7 

6.6 

Construction  &  Drilling 

3 

14.2 

17 

8.3 

12.6 

8.1 

3 

11.9 

3 

94 

Consumer  Goods:  Food  &  Drink 

4 

13.0 

5 

9.7 

11.9 

9.4 

21 

7.7 

12 

4.6 

Distribution:  Retailers 

5 

12.8 

12 

8.6 

10.9 

7.1 

13 

9.2 

15 

33 

Utilities:  Natural  Gas 

6 

12.7 

24 

6.7 

12.1 

6.7 

11 

9.6 

9 

53 

Leisure  &  Education 

6 

12.7 

12 

8.6 

11.8 

8.8 

8 

10.1 

8 

63 

Distribution:  Wholesalers 

8 

12.3 

6 

9.6 

10.7 

7.8 

17 

9.0 

10 

4.7 

Finance:  Banks 

8 

123 

3 

11.1 

12.1 

10.2 

2 

12.8 

4 

9.3 

Consumer  Goods:  Household 

10 

12.2 

7 

9.5 

12.7 

9.2 

23 

7.3 

10 

4.7 

Metals:  Nonferrous 

10 

12.2 

9 

9.4 

7.7 

6.0 

25 

6.2 

28 

—7.2 

Electronics 

12 

11.9 

7 

9.5 

11.3 

9.1 

18 

8.8 

15 

3.6 

Information  Processing 

13 

11.5 

10 

9.3 

10.0 

8.3 

20 

8.1 

6 

6.7 

Multicompanies:  Conglomerates 

13 

11.5 

20 

73 

11.0 

6.7 

7 

10.4 

20 

1.3 

Utilities:  Electric  &  Telephone 

15 

11.4 

26 

5.7 

11.3 

5.6 

12 

9.3 

13 

4.1 

Industrial  Equipment 

16 

11.3 

12 

8.6 

10.2 

6.8 

24 

7.0 

23 

—0.7 

Distribution:  Supermarkets 

17 

10.9 

11 

9.2 

7.5 

5.9 

10 

9.7 

27 

—4.1 

Energy 

17 

10.9 

15 

8.5 

8.9 

6.5 

13 

9.2 

25 

—2.2 

Building  Materials 

19 

10.5 

16 

8.4 

11.3 

8.8 

1 

13.1 

5 

9.1 

Insurance  &  Finance 

19 

10.5 

4 

93 

13.1 

11.8 

5 

11.4 

1 

12.0 

Automotive 

21 

10.1 

17 

8.3 

10.6 

8.2 

22 

7.4 

14 

3.9 

Consumer  Goods:  Apparel 

21 

10.1 

19 

8.0 

10.0 

73 

9 

9.8 

18 

2.3 

Chemicals 

23 

9.5 

22 

7.4 

10.1 

7.0 

26 

6.1 

19 

1.4 

Multicompanies:  Multi-Industry 

23 

95 

20 

73 

10.1 

7.7 

27 

5.5 

17 

23 

Forest  Products  &  Packaging 

25 

9.1 

25 

6.5 

8.4 

5.6 

15 

9.1 

22 

—0.1 

Aerospace  &  Defense 

26 

7.8 

23 

63 

8.3 

6.0 

29 

0.6 

26 

—3.7 

Transportation:  Surface 

27 

5.9 

28 

4.4 

6.9 

4.3 

15 

9.1 

21 

0.6 

Metals:  Steel 

28 

5.0 

27 

4.5 

4.3 

3.8 

28 

4.3 

29 

—10.5 

Transportation.  Airlines 

29 

4.9 

29 

3.5 

10.5 

5.2 

4 

11.6 

24 

—1.9 

Industry  Medians 


11.4 


8.5 


10.7 


7.3 


9.1 


3.6 


Note:  Explanation  of  yardstick  calculations  on  page  105. 
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Half  a  billion  dollars  in  5  yean, 
to  find  and  bring  natural  gas  to  market. 

Obviously,  we're  more 
than  just  Chicago's  gas  company. 


Peoples  Gas  Company  is 
actually  three  companies  in  one. 

Natural  Gas  Pipeline 
Company  of  America  is  11,000 
miles  of  the  best  engineered 
natural  gas  pipeline  system 
ever  built. 

The  Peoples  Gas  Light  and 
Coke  Company  is  the  gas  utility 
that  serves  the  huge  residential- 
industrial  complex  of  Chicago. 


North  Shore  Gas  Company 
supplies  gas  energy  for  homes 
and  businesses  in  dynamically 
growing  northeastern  Illinois. 

Together,  we're  Peoples  Gas 
Company.  One  of  the  world's 
largest  integrated  natural  gas 
systems.  Serving  over  14  million 
people  through  local  utilities. 
Operating  in  12  states.  One  of  the 
fastest  growing  markets  for 
natural  gas  in  the  country. 

That's  why  we're  seeking 
new  sources  of  gas.  To  insure  gas 
for  our  expanding  markets. 

Obviously,  that's  more  than 
just  Chicago. 

Peoples  Gas  Compatw 

The  Peoples  Gas  Light  and  Coke  Company 

North  Shore  Gas  Company 
Natural  Gas  Pipeline  Company  of 
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Amid  all  the  talk  about  luxury  cars,  one  simple 

fact  stands  out.  Cadillac  commands  the  greatest 

owner  loyalty  of  any  American-built  car. 

Figures  continuously  show  that  the  percentage 

of  repeat  Cadillac  owners  is  among  the  highest 

in  the  automobile  industry. 


The  real  question  is:  Why? 


Why  do  the  overwhelming  majority 

of  Cadillac  owners  return  to  Cadillac 

when  they  are  ready  to  buy  another  car? 

Cadillac  owners  themselves  give  many  reasons. 

Riding  comfort.  Resale  value  (traditionally 

the  highest  of  any  car  built  in  the  land). 

Dependability.  Handling  ease.  Quality  of 

workmanship.  Performance.  Durability.  Styling. 

But  it  all  seems  to  add  up  to  one  thing- 
owner  satisfaction.  In  the  car.  And  in  the  men 
who  sell  and  service  the  car.  If  you  don't  feel 
this  kind  of  loyalty  toward  the  car  you  are 
presently  driving,  maybe  it's  time  you  visited 
your  authorized  Cadillac  dealer. 
Maybe  it's  time  for  you  to  drive  a  Cadillac. 


SOMETHING  ELSE 
THE  FIGURES  SHOW. 

One  out  of  every  two 
highway  fatalities 
involves  the  drinking 
driver.  One  out  of  every 

two.  Please,  if  you  drink, 

don't  drive.  Thank  you. 

Cadillac  Motor  Car  Division. 
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Any  state 

with  a  flag  like  this 
"  "tave  a  story 
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Part  of  the  Maryland  story  is  348  years  of  growth  in  commerce  and 
industry.  Its  accessible  location  places  it  close  to  America's  major 
markets  by  overnight  transportation  —  close  to  the  world's  major 
markets  through  its  Port  of  Baltimore. 

We  want  to  tell  you  about  Maryland's  labor  training,  financing,  tax 
benefits  and  resources  —  but  we  also  want  to  tell  you  about  the  superb 
recreational  aspects  of  this  great  little  state.  Its  majestic  mountains. 
Lush  valleys.  The  incomparable  Chesapeake  Bay.  And  the  broad 
Atlantic  Ocean.  Maryland  has  it  all. 
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AND  COMMUNITY  DEVELOPMENT 

Maryland  Division  of  Economic  Development 

Room  FB-13,  2525  Rlva  Road 

apolis,  Maryland  21401     (301)267-5514 


Measuring 

Management: 

1972 

When  a  company's  management  re- 
ports on  its  stewardship,  it  talks 
about  new  stores  or  plants  opened, 
new  products  introduced  and  so  on. 
Ultimately,  however,  it  all  comes 
down  to  the  crucial  tests  of  profit- 
ability—return on  equity  and  total 
capital— and  growth  in  sales  and  earn- 
ings per  share.  Profitability  measures 
how  well  management  has  utilized 
the  resources  of  people  and  money  at 
its  command.  Growth  gives  some  in- 
dication of  past  progress  and  future 
prospects.  For  its  Yardsticks,  Forbes 
uses  these  two  measurements  over  a 
five-year  span  to  reduce  the  impact 
of  short-term  factors. 

Lately  many  companies  have  been 
taking  large  write-offs  in  one  year 
that  reflected  poor  management  de- 
cisions of  years  past,  thus  cancelling 
out  previously  reported  earnings.  This 
year,  for  the  first  time,  Forbes  in- 
cludes significant  write-offs  retroac- 
tively in  its  Yardsticks  calculations. 

We  considered  a  write-off  signifi- 
cant if,  in  the  year  it  was  taken,  it 
reduced  aftertax  earnings  by  8%  or 
more.  Some  write-offs  were  so  huge 
that  they  drastically  reduced  prof- 
itability figures  over  the  entire  five- 
year  span.  For  example,  American 
Can  had  a  five-year  return  on  equity 
of  5.7%  and  went  from  a  profit  to  a 
deficit  in  earnings  per  share;  without 
a  write-off  of  $106  million  in  1972, 
its  five-year  return  on  equity  would 
have  been  8.6%,  with  an  EPS  decline 
of  7%  but  no  deficit.  We  included 
258  write-offs  by  210  companies. 

A  note  on  the  Yardsticks  companies. 
In  this  Annual  Report,  we  added  61 
companies  that,  in  their  last  reported 
fiscal  year,  had  sales  or  revenues  in 
excess  of  $200  million.  We  now  cover 
780  companies. 

We  calculate  the  Yardsticks  thus: 

Profitability:  Since  no  single  fig- 


ure measures  profitability  adequately, 
the  Forbes  Yardsticks  use  four. 

The  Five- Year  Return  on  Equity  is 
the  average  annual  profit— after  taxes 
and  write-offs— made  on  stockholder 
investment  over  five  years. 

The  Five- Year  Return  on  Total 
Capital  is  similar  to  return  on  equity, 
but  is  the  profit  expressed  as  a  re- 
turn on  both  stockholder  investment 
and  debt.  The  amount  of  debt  a  com- 
pany incurs  is  based  on  a  financial 
strategy  of  increasing  return  by  using 
borrowed  money,  the  interest  on 
which  is  tax  deductible.  Sometimes 
the  strategy  pays  off  and  sometimes  it 
backfires.  The  degree  of  leverage  and 
its  consequences  are  so  clearly  the 
result  of  management  decision-making 
that  the  return  on  capital  is  probably 
a  more  valid  measurement  of  a  com- 
pany's profitability  and  its  manage- 
ment's effectiveness. 

Along  with  long-term  profitability 
trends,  the  Yardsticks  also  include 
short-term  trends:  Latest  12-Month 
Returns  on  Equity  and  Total  Capital. 

Here's  how  it  works:  At  the  end  of 
1971,  Rapid- American  had  stockhold- 
ers' equity  of  $24.85  per  share.  For 
the  12  months  ended  with  the  third 
quarter  of  1972,  it  reported  primary 
earnings  of  $3.19  per  share.  The  latest 
12-month  return  on  equity,  therefore, 
is  $3.19  divided  by  $24.85  or  12.8%. 
Similar  percentages  are  computed  for 
1968,  1969,  1970  and  1971.  The  av- 
erage of  the  five  figures— 29.6%— is 
the  five-year  return  on  equity. 

However,  Rapid-American's  return 
on  capital  is  only  9.8%— rather  lower 
than  its  return  on  equity.  Contrast 
this  with  Melville  Shoe,  whose  re- 
turn on  capital  is  close  to  its  return 
on  equity-22.9%  vs.  29.2%.  The  rea- 
son is  that  Rapid-American  is  more 
highly  leveraged  than  Melville.  Rap- 
id-American has  $780  million  in  debt 
which,  added  to  equity,  unamortized 
debt  expense,  deferred  taxes  and 
minority  interest,  adds  up  to  $1.23 
billion  in  total  capital.  Earnings  on 
this  capital  include  not  only  reported 
earnings  but  also  $23  million  for 
minority  interests  and  $25.8  million 
in  estimated  aftertax  interest  costs  on 


the  long-term  debt,  for  a  total  of 
$75.9  million.  The  latest  12-month 
return  on  capital,  then,  is  $75.9  mil- 
lion divided  by  $1.23  billion  or  6.2%. 
Averaged  with  the  returns  for  the 
years  1968-71,  Rapid- American's  five- 
year  return  on  capital  is  9.8%. 

So  much  for  profitability.  The  other 
major  Yardstick  is  Growth,  which 
strongly  influences  stock  prices  and 
can  also  show  another  side  of  a  com- 
pany. For  example,  Rapid-American 
and  Melville  Shoe  have  similar  returns 
on  equity.  Rut  Rapid-American's  five- 
year  earnings-per-share  growth  is  4.7%, 
vs.  Melville's  11.5%.  Further,  Melville, 
not  being  so  highly  leveraged,  can 
buy  earnings  if  it  chooses. 

The  Growth  Yardsticks  are  five-year 
compounded  annual  rates.  Growth  in 
Sales  is  calculated  by  taking  the  sales 
in  the  12  months  ended  last  Septem- 
ber and  computing  the  compounded 
annual  growth  rate  over  average  sales 
in  the  1966-68  base  period.  For  ex- 
ample, Melville  Shoe's  average  sales 
were  $262  million  in  the  base  period, 
and  $558  million  for  the  12  months 
ended  last  September.  This  gives  a 
five-year  annual  compounded  growth 
rate  of  16.3%. 

The  growth  rate  in  Earnings  Per 
Share  is  computed  the  same  way,  ex- 
cept that  reported  earnings  per  share 
are  used  instead  of  sales.  Extraordi- 
nary gains  and  losses  are  excluded 
except  for  the  significant  write-offs. 
For  the  base  period  1966-68,  Mel- 
ville's base  EPS  was  62  cents.  For  the 
12  months  ended  last  September  the 
EPS  was  $1.07.  The  compounded  an- 
nual growth  rate  for  the  five-year  pe- 
riod, therefore,  was  11.5%. 

If  a  company  goes  from  a  profit 
to  a  deficit  (or  vice  versa)  over  the 
five-year  period,  no  EPS  growth  rate 
is  computed,  as  it  would  be  meaning- 
less. Also,  base  figures  are  generally 
not  restated  to  reflect  mergers  and 
acquisitions  when  calculating  growth 
rates.  This  is  an  extremely  important 
factor  to  consider  when  looking  at  a 
company  that  seems  to  have  a  spec- 
tacular growth  rate.  It  may  just  have 
been  on  a  buying  binge.  Growth,  in 
short,  isn't  always  what  it  seems.  ■ 
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Rapid-American 

29.6 

1 

11 

9.8 

10             275 

12.8 

6.2 

24.4 

1 

40 

4.7 

13 

338 

Melville  Shoe 

29.2 

2 

12 

22.9 

1               13 

24.5 

17.0 

16.3 

5 

108 

11.5 

6 

140 

Jonathan  Logan 

18.9 

3 

65 

12.3 

6             147 

14.8 

11.6 

9.8 

16 

335 

6.4 

10 

V) 

Collins  &  Aikman 

18.3 

4 

77 

14.6 

2              75 

20.1 

13.5 

12.2 

7 

211 

14.4 

2 

98 

Indian  Head 

16.7 

5 

109 

9.1 

11             328 

14.1 

8.1 

10.3 

13 

305 

3.1 

14 

402 
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Energy 
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This  industry's  problems 

aren't  economic  any 

longer;  they  are 

political  and  environmental. 

The  outcome  is 

impossible  to  predict. 


Everybody  is  an  environmentalist 
these  days,  but  nobody  likes  to  pay 
the  cost.  The  oil  industry  is  grousing, 
and  with  some  reason,  about  the  cost 
to  it  of  environmental  objections  to 
its  refineries  and  pipelines.  On  the 
other  hand,  the  oil  industry  is  starting 
to  benefit  from  the  greater  gasoline 
consumption  of  the  new  cars  whose 
efficiency  is  reduced  by  antipollution 
equipment. 

But  wait  a  minute.  It's  not  that 
simple.  If  the  efficiency  of  American 
cars  continues  to  decline,  it  may  put 
greater  demands  on  the  oil  industry 
than  the  oil  industry  can  meet.  Com- 
plicated? Of  course  it  is.  Life  is  al- 
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Amerada  Hess 
Petrolane 
American  Petrofina 

Pittston 

Clark  Oil  &  Refining 


23.8* 
21.1 
16.0 
15.9 

14.8 


Ashland  Oil 

11.9 

11 

345 

8.6 

13 

356 

15.4 

9.8 

15.5 

3 

118 

2.3 

12 

432 

Marathon  Oil 

11.3 

12 

383 

9.3 

10 

310 

7.7 

6.2 

15.0 

4 

131 

—5.4 

21 

583 

Mobil  Oil 

11.2 

13 

389 

9.5 

9 

289 

11.5 

9.5 

9.5 

14 

362 

7.6 

3 

235 

Standard  Oil  (Calif) 

10.9 

14 

407 

9.8 

8 

278 

10.8 

9.3 

11.3 

10 

253 

4.2 

7 

356 

East  Gas  &  Fuel 

10.9 

15 

408 

6.5 

25 

515 

6.9 

4.7 

8.8 

15 

412 

—5.4 

22 

584 

Shell  Oil 

10.6 

16 

423 

8.4 

15 

363 

9.5 

7.4 

11.4 

8 

244 

—2.5 

17 

542 

Gulf  Oil 

10.6 

16 

423 

8.7 

12 

350 

4.2 

3.7 

6.6 

22 

544 

—16.5 

26 

671 

Standard  Oil  (Ind) 

10.2 

18 

447 

8.5 

14 

360 

10.2 

8.1 

7.9 

20 

475 

5.7 

4 

304 

Sun  Oil 

10.2 

19 

453 

7.7 

18 

419 

9.2 

6.9 

1.6 

28 

724 

—2.1 

14 

534 

Union  Oil  California 

9.9 

20 

472 

7.4 

22 

439 

8.8 

6.3 

6.6 

23 

550 

—4.5 

20 

571 

Continental  Oil 
Cities  Service 
Standard  Oil  (Ohio) 
Getty  Oil 

9.6 
9.0 
8.5 
83 

21 
22 
23 
24 

486 
517 
550 
555 

7.6 
7.3 
8.3 
7.6 

21 
23 
16 
20 

428 
449 
373 
427 

8.1 
6.7 
3.2 
5.7 

5.9 

5.6 
4.8 
4.8 

9.9 

5.9 

17.4 

4.6 

12 

24 

1 
26 

329 

590 

87 

654 

—2.2 

—2.4 

—13.4 

—3.4 

15 
16 
25 

19 

535 
541 
662 
553 

Occidental  Petroleum 
Phillips  Petroleum 
Atlantic  Richfield 
Murphy  Oil 

8.2 
7.7 
7.5* 
6.1 

25 
26 
27 
28 

560 
582 
585 
640 

7.0 
6.1 
6.3* 
5.4 

24 
27 
26 
28 

469 
547 
528 
603 

def. 
8.1 
6.0 
7.2 

def. 
6.3 
5.2 
4.0 

16.3 
3.7 
7.7 

12.3 

2 

27 

21 

7 

107 

678 
486 
208 

P-D 

—1.1 
—2.9 

5.4 

28 

13 

18 

6 

715 

515 
551 
313 

Industry  Medians 

10.9 

8.5 

8.9 

6.5 

9.2 

—2.2 

Note:  Explanation  of  Yar 

Jstick  calcu 

ations  on 

page  105. 

$Four- 

/ear  average. 

def. 

-Deficit. 

PD  Profit  to  deficit. 
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ways  complicated  and  unpredictable 
when  great  change  comes.  And  the 
concern  for  the  environment  is  such  a 
great  change. 

The  figures  in  the  Yardsticks  on 
page  106  do  not  yet  reflect  these 
pressures.  They  reflect  a  different 
kind  of  pressure:  the  pressure  of  ex- 
cess supplies  on  prices  both  in  the 
U.S.  and  in  Europe;  and  of  rising 
money  demands  from  the  oil-produc- 
ing countries.  Because  of  these  pres- 
sures, less  than  half  of  the  28  energy 
companies  surveyed  here  showed  any 
earnings  growth  at  all  over  the  last 
five  years. 

The  figures  reflect,  too,  another 
old  fact  of  the  oil  industry:  If  you 
don't  own  the  oil  you  refine  and  have 
to  go  out  and  buy  it,  you  are  at  a 
considerable  disadvantage,  which  is 
why  crude-short  companies  like  Phil- 
lips, Atlantic  Richfield,  Standard  Oil 
(Ohio)  and  Cities  Service  are  pe- 
rennially poor  moneymakers.  Among 
the  crude-short  companies,  Phillips 
has  solved  its  crude  problem  with  a 
huge  North  Sea  find,  though  that 
crude,  just  starting  to  flow,  hasn't  yet 
made  any  impact  on  profits. 

Sohio  and  Atlantic  Richfield,  along 
with  Exxon,  are  the  principal  pro- 
prietors of  the  great  North  Slope  find 
in  Alaska.  Alaskan  crude  was  sup- 
posed to  transform  Arco  and  Sohio 
from  among  the  least  to  among  the 
most  profitable  of  oil  companies.  Arco 
laid  out  over  $175  million  on  a  new 
refinery  in  the  state  of  Washington 
to  process  its  share. 


Was  the  producing  countries'  suc- 
cessful demand  for  an  equity  interest 
in  the  oil  business  the  beginning  of 
the  end?  The  market  clearly  is  wor- 
ried. The  great  international  oils  sell 
at  low  price /earnings  ratios  ranging 
from  12  for  Texaco  to  a  low  of  8 
for  Gulf.  Yet  analysts  like  Roger 
Foulkes  of  Argus  Research,  Robert  E. 
Golden  of  Bear,  Stearns  &  Co.  and 
Charles  T.  Maxwell  of  Cyrus  J.  Law- 
rence &  Sons  are  bullish. 

"The .  Jeremiahs  are  crying  'energy 
crisis,'  '*■  says  Maxwell.  "But  there  is 
no  shortage  of  energy  worldwide." 
What  has  happened,  he  explains,  is 
that  U.S.  crude  production  has 
peaked.  As  a  result,  says  Bear,  Stearns' 
Golden:  "U.S.  oil  is  about  to  become 
truly  international.  Some  companies 
always  have  been,  but  not  the  whole 
industry." 

"Among  the  internationals,  the  chief 
beneficiaries  will  be  the  owners  of 
crude  in  the  Persian  Gulf,  where 
three-fourths  of  the  increase  is  com- 
ing from,"  says   Maxwell.   These  are 


What's  Good  For 
International  Oil . . . 

may  be  disastrous  for  the  U.S. 
balance  of  payments.  Even  with 
North  Slope  crude  oil  flowing  by 
1977,  chances  are  that  by  1985 
the  U.S.  will  shell  out  $36  billion 
for  crude  oil,  nearly  ten  times 
1970's  bill,  if  the  price  of  that 
oil  increases  only  5%  a  year. 
That  is  more  than  the  bill  for  a// 
manufactured  goods  imported 
into  the  U.S.  in  1970. 


-Trouble?  So  What?- 


the  Aramco  participants— Exxon,  Stan- 
dard of  California,  Texaco  and  Mobil. 
Another  possible  beneficiary:  Gulf, 
with  its  vast  Kuwait  holdings,  if  the 
Kuwait  government  lifts  its  current 
restrictions  on  production. 

What  about  the  impact  of  increased 
participation  by  Middle  East  govern- 
ments in  international  oil  profits? 
"Participation,"  Golden  says,  "is  an- 
other form  of  taxation,  and  as  long 
as  the  crude  is  not  completely  ex- 
propriated, the  oil  companies  can 
merely  pass  the  cost  of  participation 
on  to  their  customers."  Foulkes  agrees, 
figuring  an  8-cent  or  9-cent-a-barrel 
price  increase  would  take  care  of  the 
OPEC  countries'  25^  participation  and 
leave  profit  margins  unimpaired. 

So  the  analysts  agree,  short  of  ex- 
propriation, the  international  oil  own- 
ers look  good.  But  what  about  the 
other  companies  in  the  energy  indus- 
try? Foulkes  particularly  likes  Con- 
tinental Oil,  because  its  North  Sea 
gas  is  just  coming  to  market,  and 
last  year  results  were   depressed   by 


Instead,  citizens  concerned  about 
its  effects  on  the  environment  moved 
in  and  succeeded  in  halting  the  pipe- 
line project.  Now  there's  no  hope  of 
the  project  coming  into  operation  be- 
fore 1977,  even  assuming  the  case  is 
heard  in  court  early  next  year  and 
assuming  the  court  decides  in  favor 
of  the  oil  companies.  Again,  no  bene- 
ficial effect  on  profits. 

The  North  Slope  hassle  is  only  the 
most  conspicuous  and  most  costly  en- 
vironmental problem  for  the  oil  com- 
panies. Companies  like  Shell,  that  had 
applied  to  bid  on  offshore  Louisiana 
drilling  leases  last  year,  were  held  up 
by  environmentally  motivated  chal- 
lenges to  the  Department  of  Interior's 
leasing  procedures.  Sun  Oil  and  Union 
Oil  of  Calif,  had  to  suspend  drilling  in 
Santa  Barbara  channel  off  California 
in  the  aftermath  of  the  now  famous 
oil  spills.  Oilmen  eager  to  investigate 
the  promising  northeast  continental 
shelf  (Mobil  has  a  gas  find  on  the 
same  shelf  on  Sable  Island,  in  Canadi- 
an waters)  face  similar  long  delays 
before  even  exploratory  drilling  can 
begin,  if  ever. 

Shell  proposed  a  200,000-barrel- 
a-day  refinery  in  the  marshlands  of 
Chesapeake  Bay,  saving  perhaps  $15 
million  a  year  in  crude  costs.  Environ- 
mental pressures  canceled  it. 

Now,  let's  look  at  the  other  side  of 
the  coin.  The  law  says  the  automakers 
must  add  devices  to  clean  up  auto- 
motive exhausts,  and  these  devices 
will  consume  a  great  deal  of  addition- 
al gasoline.  In  1972  gasoline  demand 


subsidiary  Consolidation  Coal's  strike. 
He  likes  Union  Oil,  too,  because  of  its 
heavy  concentration  in  the  California 
market,  where  gasoline  prices  are  final- 
ly improving  steadily. 

Golden  does  not  favor  domestics 
like  Cities  Service  because  he  be- 
lieves their  crude  costs  will  rise  fast- 
er than  product  prices.  Long  term 
he  likes  Phillips  because  of  its  great 
North  Sea  find,  Indiana  Standard  for 
its  Indonesia  and  North  Sea  potential 
and  Atlantic  Richfield  and  Sohio  only 
if  their  North  Slope  crude  flows 
to  market. 

Maxwell  expects  a  growing  refinery 
shortage  next  year,  so  domestic  refin- 
ers, headed  by  Clark  and  Ashland, 
look  beautiful  to  him. 

This  near-unanimity  of  optimism 
in  the  face  of  the  industry's  big  prob- 
lems may  seem  strange,  but  it  is  no 
contradiction.  The  analysts  are  saying 
that  the  prices  of  the  stocks  reflect 
more  trouble  than  will  actually  oc- 
cur; at  current  prices,  therefore,  the 
oil  stocks  look  to  them  like  a  good  buy- 
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Seattle 


PUT  YOUR  PUNT, 

OFFICE,  08  WAREHOUSE 

AT  THE  DISTRIBUTION 

CENTER  OF  THE  WEST 

The  variety 
and  proximity 
of  transporta- 
tion systems  in 
Oakland/Ala- 
meda County  will 
allow  you  a  flexi- 
bility of  market- 
ing unknown  in 
many  parts  of  the  country. 

Second  largest  containerization 
port  in  the  world. 

Three  transcontinental  railroads  serving  all 

major  U.S.  cities. 

15  air  carriers  utilizing  Oakland  International 
Airport  where  the  nation's  largest  supple- 
mental air  cargo  carrier  is  headquartered. 

107  trucking  lines. 

60  U.S.  and  foreign  flag  steamship 

companies. 

Public  warehouse  space  totalling  2/3 
million  square  feet. 

There's  lots  more.  Let  us  send 
you  all  the  facts  on  the  dis- 
tribution center  of  the 
West  Coast-Oakland/ 
Alameda  County. 


Phoenix 


I 
I 
I 
I 


Oakland/Alameda  County  New  Industries  Committee 
Oakland  Chamber  of  Commerce 

1320  Webster  Street,  Suite  209 
Oakland,  California  94612 


-Title 


Company  Name- 


Address. 


State Zip m f^^* 

Oakland  I  Alameda  County 


For  more  information  about  specific  cities  contact 
the  local  Chambers  of  Commerce: 

Alameda  •  Albany  •  Berkeley  •  Emeryville  •  Fremont  • 
Hayward  •  Livermore  •  Newark  --  Oaktand  •  Piedmont  • 
Pleasanton  •  San  Leandro  •  Union  City  •  Rural  Alameda  County 
Unincorporated  Areas:  Castro  Valley  •  Dublin  •  San  Lorenzo 
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grew  by  about  6%,  compared  with  ils 
long-time  4%  to  4.5%  annual  growth. 
The  growth  is  expected  to  continue 
and  even  accelerate  as  the  use  of 
these  antipollution  devices  becomes 
more  widespread.  With  growth  of 
this  magnitude  in  prospect,  at  a  time 
of  increasingly  short  supply,  most  oil- 
men can't  see  how  prices  can  fail  to 
rise— and,  the  Price  Commission  per- 
mitting, even  somewhat  in  excess  of 
costs.  Which  would  solve  one  of  the 
problems  that  held  down  profits 
growth  in  recent  years. 

For  refiners  like  Ashland  and  Clark, 
who  have  been  hard  hit  by  depressed 
gasoline  prices,  as  well  as  second- 
ranked  gasoline  marketer  Shell,  that 
spells  good  news  indeed.  Meanwhile, 
many  oil  companies  are  shutting  down 
smaller  gasoline  stations  as  fast  as  they 
can— hence  much  of  Gulf's  huge  write- 
off. This,  too,  should  help  firm  up  the 
retail  price  structure. 

What  happens,  though,  when  the 
rising  demand  for  gasoline  presses 
against  the  lack  of  new  refining  ca- 
pacity? Nobody  knows.  It  might  lead 
to  extended  price  controls  and  even 
rationing,  both  of  which  would  be 
poison  to  the  oil  industry. 

What  about  the  industry's  other 
big  problem,  the  demands  for  more 
money  and  more  participation  in  the 
industry  from  the  outproducing  na- 
tions? Under  the  circumstances  out- 
lined above,  the  oil  companies  prob- 
ably can  pass  the  higher  costs  on  to 
the  public.  This  is  a  potentially  favor- 
able factor,  but  it  isn't  going  to  make 
the  customers  happy. 

Oilmen  are  not  about  to  run  out  oi 
problems. 

Neither  are  coal  men.  Their  bud- 
ding boom  has  been  partially  nipped 
in  the  bud  (Forbes,  Nov.  15,  1972) 
by  people  concerned  about  air  pollu- 
tion and  about  desecration  of  the 
landscape.  A  major  problem  with  coal 
is  sulphur.  No  one  has  found  an  eco- 
nomical way  yet  to  get  the  sulphur 
out  of  coal  before  it  is  burned  or  out 
of  the  stack  gases  after  it  is  burned. 
So  air  pollution  rules  are  forcing  coal 
out  of  the  market,  and  fuel  oil  is  tak- 
ing over  as  utility  fuel. 

Result:  Fuel  oil,  which  has  grown 
at  a  4%  rate  over  the  past  few  years, 
may  grow  at  an  8%  rate  over  the  n<  \l 
few.  And  growth  like  that  ought  to 
give  prices  a  boost  as  well.  The  chid 
beneficiaries:  the  internationals,  who 
supply  imported  fuel  oil,  and  Ainci 
ada  Hess,  with  a  huge  Virgin  Island 
refinery  devoted  mostly  to  Fuel  oil. 

As  we  said,  concern  for  the  en>  Iron- 
ment  is  here  to  stay.  What  course  it 
will  take  no  man  can  say.  This  much 
we  know:    It  is  going  to   make   an    in 
creasing    mark    on    the    FoRBBfl    Vard 
sticks  in  the  \cais  to  come    ■ 
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Said  one  investor  to  another: 
"How  often  does  your  broker 
say,  The  worst  is  over'?" 
Replied  the  other:  "It  depends 
on  how  bad  things  get." 


The  worst  seems  over  in  aerospace. 
After  diving  for  three  years  straight, 
the  industry  executed  a  rather  soft 
landing  in  1972.  Defense,  space  and 
airline  spending  finally  leveled  off. 
The  November  elections  went  to  the 
party  that  advocates  more  not  less  de- 
fense spending.  Sure,  hundreds  of 
thousands  were  left  jobless.  But  look 
on  the  bright  side.  The  industry  is 
saving  billions  of  dollars  in  salaries 
and  benefits.  Two  aerospace  compa- 
nies are  imperiled  (Lockheed  and 
Grumman),  but  none  has  gone  belly 
up  so  far;  all  have  survived. 

So  it's  easy  to  be  enthusiastic  about 
aerospace.  But  not  too  enthusiastic. 

The  catch  is  that  that  many  aero- 
space companies  are  too  many.  Bar- 
ring a  second  Vietnam  (God  forbid), 
there  won't  be  enough  sales  in  the 
Seventies  to  keep  everybody  healthy, 
much  less  keep  them  happy.  In  short, 
we  have  more  defense  contractors 
than  we  probably  need. 

Says  who?  A  number  of  industry  of- 
ficials, including  former  Deputy  De- 
fense Secretary  David  Packard:  "We 
have  an  entire  defense  industry  some- 
what larger  than  we  will  be  needing 
in  the  next  five  or  ten  years.  There 
may  be  some  need  for  mergers." 

Packard  talked  mergers.  Others  en- 
vision billion-dollar  bankruptcies.  Bad 


AEROSPACE  &  DEFENSE: 
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McDonnell-Douglas 

18.1 

1 

81 

13.0 

1 

116 

14.0 

9.5 

—2.9 

15 

759 

21.7 

1 

39 

Raytheon 

14.3 

2 

201 

11.9 

2 

162 

12.0 

10.4 

6.6 

5 

545 

5.1 

3 

325 

Rohr  Industries 

14.1 

3 

219 

10.3 

4 

252 

6.8 

5.7 

4.7 

7 

644 

—7.1 

10 

613 

Cessna  Aircraft 

14.0 

4 

228 

9.4 

5 

303 

14.5 

10.0 

1.9 

8 

719 

0.6 

5 

470 

Teledyne 

13.0 

5 

283 

10.8 

3 

227 

8.8 

6.9 

19.0 

1 

70 

7.8 

2 

229 

Northrop 

12.5 

6 

312 

7.8 

9 

403 

7.8 

5.9 

4.9 

6 

639 

—2.7 

8 

545 

Martin  Marietta 

11.5 

7 

370 

8.0 

6 

387 

11.2 

6.0 

8.6 

2 

427 

3.7 

4 

379 

North  Am  Rockwell 

10.2 

8 

446 

8.0 

7 

388 

11.5 

8.3 

—2.4 

14 

755 

—0.6 

7 

505 

Bendix 

9.3 

9 

505 

7.9 

8 

399 

10.7 

7.5 

7.5 

3 

494 

0.4 

7 

479 

Beech  Aircraft 

6.3 

10 

634 

5.8 

10 

571 

15.6 

10.3 

0.0 

11 

741 

—3.7 

9 

558 

Fairchild  Industries 

4.5 

11 

679 

3.0 

15 

713 

12.1 

8.6 

0.2 

10 

738 

DP 

General  Dynamics 

4.3 

12 

684 

3.8 

11 

688 

7.2 

5.3 

—6.6 

16 

767 

—11.7 

11 

650 

Boeing 

4.0 

13 

695 

3.6 

12 

696 

2.8 

2.7 

—2.3 

13 

754 

—23.3 

13 

693 

United  Aircraft . 

3.5 

14 

709 

3.2 

14 

706 

def 

def 

—0.6 

12 

745 

P-D 

15 

715 

Curtiss-Wright 

3.1 

15 

712 

3.6 

13 

698 

3.6 

3.1 

6.8 

4 

536 

—12.0 

12 

653 

Grumman 

2.2 

16 

720 

2.3 

16 

725 

def 

def 

—9.8 

18 

772 

P-D 

15 

715 

Lockheed  Aircraft 

def 

17 

748 

0.5 

17 

746 

4.8 

3.0 

0.9 

9 

732 

—25.9 

14 

700 

Collins  Radio 

def 

18 

765 

def 

18 

765 

def 

def 

—8.3 

17 

770 

P-D 

15 

715 

Industry  Medians 

7.8 

6.8 

8.3 

6.0 

0.6 

—3.7 

Note:  Explanation  of  Yardstick  calculations  or 

page  105. 
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Deficit. 

DP  Deficit  to  profit. 

P-D  Profit  to  deficit. 
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days  may  yet  lie  ahead  in  aerospace. 

Consider  those  numbers:  Govern- 
ment defense  and  space  spending,  the 
industry's  basic  fuel,  is  expected  to 
increase  only  4%  a  year,  while  remain- 
ing at  a  historical  low  of  7%  of  the 
national  product,  down 
from  203  of  the  GNP  in  the  mid- 
1950s.  The  smallish  commercial  air- 
line sector,  however,  will  grow  twice 
as  last.  Overall  aerospace  revenues 
should  hit  $26  billion  in  1975,  up 
From  $23  billion  in  1972,  but  still 
down  from  the  industry's  record  $29- 
billion  showing  in  1968. 

What's  more,  there  will  be  fewer 
but  bigger  government  programs.  Win 
one,  and  you  feast.  Lose  one,  and  you 
go  hungry.  With  so  much  at  stake,  it 
w  ill  become  commonplace  for  compa- 
nies to  spend  $50  million  and  more 
just  to  bid  on  a  new  jet  fighter  or 
spaceship. 

And  the  winners  will  have  to  bring 
in  their  products  on  budget.  Congress 
has  had  it  up  to  here  with  renegotiat- 
ed (i.e.,  bailout)  contracts. 

Given  all  that,  how  can  aerospace 
companies  survive  in  the  future? 
There  are  two  strategies.  Some  corpo- 
rations are  biting  the  bullet— so  to 
speak— and  sticking  to  their  basic 
business.  Others  are  diversifying,  ei- 
ther by  tackling  new  markets  like 
ground  transportation  or  by  acquiring 
companies  in  totally  unrelated  fields 
such  as  housing. 

Classic  or  Revisionist? 

On  the  record  to  date,  it's  impos- 
sible to  say  which  is  the  smarter 
move.  Diversified  or  not,  nearly  ev- 
er} company  in  the  1972  Yardsticks, 
with  only  a  few  exceptions,  remained 
below  its  best  years.  For  example, 
nondiversified  Boeing  increased  its 
earnings  about  15%  to  $1.20  per 
share  but  was  still  75%  below  its  1965 


.SJ»i 


Thafs   Europe's   SST.   Paint  it  red  for  red  ink.   But  Mr.   Nixon   wants 
a   U.S.   SST  to  help  our  trade   balance.   Paint  it  red,   white   and  blue. 


peak  of  $4.78.  The  exceptions?  Di- 
versified Bendix'  earnings  climbed  31% 
in  1972  to  $3.37-a  new  record-but 
only  1%  over  its  1964  performance. 

The  reigning  king  of  the  hill  is  Mc- 
Donnell Douglas  of  St.  Louis.  While 
others  branched  out,  the  $2-billion 
(sales)  giant  came  up  with  the  new 
wide-body  DC- 10  airliner,  the  F-15 
Air  Force  fighter  and  a  grab  bag  of 
space  laboratories  and  missiles.  Mc- 
Donnell claims  it's  now  the  most  di- 
versified company  within  aerospace. 

According  to  plan,  the  DC- 10  will 
carry  per-share  earnings  from  about 
$3.75  in  1972  to  record  levels  of  $4.50 
or  more  in  1975.  Then  stepped  up 
F-4  and  F-15  production  will  propel 
profits  even  higher.  However,  right 
now  the  company  is  more  dependent 
on  its  accountants  for  higher  earnings 
than  on  its  salesmen.  The  accountants 
have  permitted  McDonnell  to  average 
out  the  DC-10's  $500-million  develop- 
ment expenses  over  500  planes,  so  it's 


Overcapacity    is   still  plaguing   the 
come  piano  bars.   How  about  a  cho 


airlines.    So   out   go   seats   and    in 
rus  of  "/  Gof  Plenty  o'  Nothin'  "? 


booking  profits  today  on  each  plane 
it  sells  even  though  it  has  firm  orders 
for  only  179.  The  accountants,  Ernst 
&  Ernst,  are  sure  McDonnell  will  sell 
500  DC-lOs.  But  what  if  they  are 
wrong?  What  happens  to  all  those 
"profits"  then? 

There  is  another  nagging  problem. 
McDonnell  itself  concedes  that  rev- 
enues will  drop  in  1974  before  re- 
bounding strongly  in  1975.  It  seems 
DC-10  sales  will  be  down  that  year. 
Nothing  to  be  alarmed  about,  says 
the  company.  It's  part  of  the  normal 
new-product  sales  cycle.  But  a  few 
stock  analysts  figure  that  earnings  will 
also  dip  in  1974,  perhaps  back  to 
1972  levels.  The  company  has  no  com- 
ment on  that. 

A  few  other  giants  that  stuck  close 
to  home  aren't  in  as  good  shape. 
After  losing  more  than  $300  million 
on  such  ill-fated  government  programs 
as  the  C-5A  Galaxy  transport  plane 
and  the  Cheyenne  attack  helicopter, 
Lockheed  tried  to  muscle  back  into 
the  airline  business  with  its  wide-body 
L-1011,  despite  Boeing's  747  and  Mc- 
Donnell's DC-10.  So  far,  the  $2.5-bil- 
lion  (sales)  company  has  only  about 
117  firm  orders,  far  below  its  break- 
even point,  and  little  room  to  maneu- 
ver. Could  Lockheed  survive  another 
sizable  loss?  Would  Congress  again 
jet  to  its  rescue  with  loan  guarantees 
as  it  did  in  1971? 

Grumman  is  also  in  a  precarious 
spot.  The  Navy,  with  congressional 
prodding,  refuses  to  pay  more  this 
year  than  $16.8  million  each  for  48 
F-14s,  highly  sophisticated  fighters 
that  the  Long  Island-based  company 
once  promised  to  deliver  for  $11.5 
million  each.  Chairman  E.  Clinton 
Towl  says  that  he  will  "close  the 
doors"  at  that  price— "I'll  have  to."  It's 
up  to  the  Navy.  It  can  conceivably 
break  the  $750-1111111011   (sales)   com- 
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Whenever  George  heard  "You  can't  take  it 
with  you.''  he  got  that  burning  sensation. 

In  fact,  worrying  about  estate  taxes 
and  transfer  costs  was  making  his 
favorite  spicy  foods  a  thing  of  the  past. 

Until  yesterday. 

That's  when  George  got  his  piece  of  the  Rock. 

His  Prudential  representative  worked  out  an 
"Estate  Conservation"  plan  that  will 


Own  a  piece  of  the  Rock 


provide  funds  to  offset  settlement  costs. 
And  the  investments  Prudential  makes 

with  some  of  his  premiums  can  help  pay 

dividends  on  his  policy. 
Suddenly,  George's  stomach  stopped  worrying. 
If  thoughts  about  estate  shrinkage  are 

restricting  your  diet,  give  your  Prudential 

representative  a  .call. 
You'll  eat  better  with  a  piece  of  the  Rock. 


Prudential 


Lifelnsurance 


or  find  a  way  to  let  it  break 
even  on  the  F-14. 

Boeing  seems  to  be  shifting  its  ap- 
proach. A  few  years  ago  it  was  bet- 
ting everything  on  its  huge  747  and 
the  SST,  the  supersonic  airliner.  But 
747  sales  have  lagged  well  below 
break-even;  the  company  is  currently 
building  only  two  a  month,  down 
from  seven  in  1970.  Meanwhile,  en- 
vironmentalists have  made  supersonic 
planes  an  endangered  species. 

The  $2.3-billion  (sales)  company 
isn't  surrendering.  Far  from  it.  Boe- 
ing's new  president,  Malcolm  Stamper, 
told  Forbes:  "Our  market  research 
shows  we  will  deliver  600  of  our  747s 


Aehospace  companies  constantly 
battle  the  unknown  by  building  futur- 
istic jets  and  spaceships  that  only 
kids  and  cartoonists  dreamed  about 
a  few  years  earlier.  The  companies 
say  they  can  handle  the  unknown. 
It's  the  unknown  unknowns  that 
mousetrap  them— "We  didn't  know 
we  had  to  know  that." 

If  unknown  unknowns  (Unk-Unks 
for  short)  sandbag  management,  you 
can  imagine  what  they've  done  to  in- 
vestors during  the  industry's  two-year 
decline.  Who  could  foresee  that  a 
venerable  engine-maker  like  United 
Aircraft  would  have  so  much  trouble 
perfecting  its  JT9D?  The  result:  A 
whopping  loss  of  $3.62  per  share  in 
1971,  sandwiched  between  earnings 
of  $3.76  and  $4.25,  and  rollercoaster 
stock  prices  to  match.  Or  who  could 
see  that  public  concern  about  the 
environment,  and  total  disinterest  in 
new  technical  achievements,  would 
actually  shoot  down  the  SST  and 
half  of  Boeing's  prospects  with  it? 
And  so  on. 

Aerospace  has  bottomed  out.  The 
election  results  virtually  guarantee 
that.  But,  alas,  that  hasn't  necessarily 
made  life  easier  for  industry  execu- 
tives o:  investors.  A  cross-section  of 
knowledgeable  analysts  interviewed 
by  Forbes  contended  that  for  every 
winner  in  tomorrow's  flat  aerospace 
market  there  will  be  a  loser.  One  com- 
pany's growth  will  come  right  out  of 
another's  hide. 

Who  will  be  hot?  Who  will  get 
skinned?  Those  questions  are  so  re- 
plete with  Unk-Unks  that  Forbes 
could  rarely  find  any  two  analysts 
who  agreed  on  anything  at  all— ex- 
cept perhaps  how  risky  aerospace  in- 
vestments are. 

Generally,  Boeing  and  McDonnell 
Douglas  are  popular,  though  both 
are  reporting  slow  sales  of  their  big 
birds-the  DC- 10  at  McDonnell  and 
the  747  at  Boeing.  Which  will  domi- 


in  the  last  five  years  of"Hhis  decade." 
He  added  that  President  Nixon  will 
probably  try  to  revive  the  SST  this 
year,  though  this  time  around,  no  one 
company  like  Boeing  will  be  the  prime 
contractor.  Instead,  an  aerospace  con- 
sortium will  probably  tackle  the  $50- 
billion  plane. 

Boeing's  Seattle-based  operations 
have  dipped  so  low  in  recent  years 
that  its  announced  earnings  are  large- 
ly leftover  747  and  SST  investment 
tax  credits  ($35.8  million  in  credits 
out  of  $42.2  million  net  profits  in 
1971).  Now  the  company  seems  in- 
tent on  hedging  its  bets  by  expanding 
into  community  development,  ground 


The  Land  of  Unk-Unks 


nate  the  commercial  airline  market? 
A  long-time  industry  observer  from 
Chicago,  who  requested  that  his 
name  be  withheld,  reflects  the  uncer- 
tainty: "My  mind  says  McDonnell, 
but  my  faith  says  Boeing." 

A  few  analysts  dismiss  both,  and 
point  instead  to  North  American 
Rockwell,  a  diversified  company  that 
is  also  the  Government's  prime  con- 
tractor on  the  B-l  bomber  and  the 
so-called  Space  Shuttle.  Smith,  Bar- 
ney &  Co.'s  Gerald  Supple  says:  "I 
look  for  10%  to  15%  earnings  growth 
for  each  of  the  next  five  years."  But 
U.S.  Trust  Co.  of  New  York's  Eric 
Bauer  says:  "North  American's  a 
good-looking  company,  but  it's  too 
much  of  a  conglomerate  for  me.  It 
has  too  many  businesses.  Too  many 
variables." 

Several  analysts  now  slap  that 
cursed  conglomerate  rap  on  a  num- 
ber of  potentially  promising  compa- 
nies, like  Bendix,  Martin  Marietta, 
Raytheon  and  Teledyne.  Burnham  & 
Co.'s  Alan  Benasuli  says,  "To  measure 
those  companies  completely  I'd  need 
help  from  ten  analysts,  our  automan, 
our  capital  goods  guy  and  so  on.  No 
brokerage  house  can  afford  to  devote 
that  many  people  to  one  company." 
So  the  aerospace  "conglomerates"  get 
only  lukewarm  recommendations  and 
low  multiples  of  around  11  times  last 
year's  earnings. 

In  addition  to  searching  for  a  clear 
winner,  analysts  are  also  looking  for 
sickly  companies  that  might  recover 
a  little  during  the  next  year  or  two. 
Mitchum,  Jones  &  Templeton's  James 
Bondoux  calls  Lockheed  "a  good  crap- 
shot."  His  reasoning:  The  market 
values  Lockheed  as  if  it  were  bank- 
rupt-at  only  $90  million,  vs.  about 
$450  million  for  Boeing  and  close  to 
$1  billion  for  McDonnell  Douglas.  "I 
say  Lockheed  isn't  going  belly  up. 
When  the  market  realizes  that,  the 
stock   will   climb."   The    Chicago    an- 


transportation  and  air  and  water  pur- 
ification. "Those  nontraditional  parts 
of  our  business,"  says  Stamper,  "will 
provide  25%  of  our  business  in  1980, 
up  from  1%  today." 

Unfortunately,  the  records  and 
prospects  of  the  diversified  compa- 
nies aren't  demonstrably  better  than 
the  more  classic  ones.  Take  $300-mil- 
lion  (sales)  Rohr  Industries  of  Chula 
Vista,  Calif.,  whose  main  business  is 
prefabricating  engine  pods  (making 
the  engine  fit  the  plane).  A  few  years 
ago  it  put  its  engineers  to  work  de- 
signing railroad  cars  for  use  in  urban 
mass-transit  systems. 

Give  Rohr  an  "A"  for  effort,  but  its 


alyst,  however,  finds  that  argument 
"specious."  He  says  that  come  what 
may,  Lockheed  won't  be  reporting 
any  sizable  earnings  for  many  long 
years  to  come. 

How  about  a  turnaround  candi- 
date? The  favorite  is  General  Dy- 
namics, currently  selling  around  $23 
(or  about  nine  times  1972  earnings) 
after  years  of  disappointing  perfor- 
mances. It  has  new  management, 
headed  by  McDonnell  Douglas'  for- 
mer president,  David  Lewis.  And 
Lewis  seems  to  have  a  real  incentive 
to  get  General  Dynamics  moving— a 
$180,000  annual  salary  and  enough 
stock  options  to  conceivably  make 
him  a  multimillionaire.  The  compa- 
ny's controversial  F-lll  is  making 
profits.  What's  more,  the  company 
just  agreed  to  build  three  liquid  na- 
tural gas  tankers.  That  work  could 
make  its  Quincy  shipbuilding  division 
profitable  for  almost  the  first  time  that 
anyone  can  recall. 

Smith,  Barney's  Supple  says  Gen- 
eral Dynamics  could  earn  $3.30  per 
share  in  1973,  up  32%,  and  then  $3.75 
to  $4  in  1974.  But  Roger  Smith,  a 
portfolio  manager  for  the  European- 
American  Economic  Corp.  of  New 
York,  says:  "Why  get  involved  in  aero- 
space? If  a  lot  of  liquid  natural  gas 
is  about  to  be  imported,  that  means 
the  price  of  gas  may  increase  five 
times  to  around  $1  per  1,000  cubic 
feet.  Why  buy  the  boat  makers?  Buy 
the  natural  gas  suppliers." 

Smith  raises  a  valid  question.  Why 
get   invoked  in   aerospace  at   all?   Re 

fleeting    the    high    risks,    Burnham's 

Benasuli  says  lie  only  suggests  sloeks 
that    stand    to    increase    three    to    lour 

times  as  much  as  they  might  decrease, 

lie   likes    Boeing   and    United    Ami. ill 

and     calls     McDonnell     Douglas     a 

"strong"  hold. 

But  keep  in  mind  something  else 
Benasuli   said:    "Aerospace   is   a   highly 

speculative  Industr) ." 
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actual  performance  so  far  is  another 
story.  Its  winning  bid  for  the  Wash- 
ington, D.C.  transportation  system 
seems  surprisingly  low.  Moreover,  it's 
apparently  losing  something  like 
$50,000  to  $70,000  on  each  San  Fran- 
cisco Bay  Area  Rapid  Transit  rail  car 
it  builds.  Those  "losses"  don't  show 
up  on  Rohr's  modest  earnings  report, 
because,  like  McDonnell,  it  is  writing 
off  its  costs  over  450  BART  cars, 
though  it  now  has  orders  for  only  350. 
Is  Rohr  on  the  right  track?  Per- 
haps. But  today  its  earnings  are  way 
down,  and  its  stock  is  selling  for  half 
its  1969  high.  And  tomorrow  it  faces 
a  lot  more  competition.  Boeing,  Grum- 
man and  LTV  Aerospace,  to  name 
just  a  few,  plan  to  work  on  the  rail- 
road, too. 

The  Mixmasters 

Other  companies  that  have  diver- 
sified through  acquisition  seem  more 
like  conglomerates  than  aerospace 
companies.  That  may  be  good.  But 
they  are  dependent  on  so  many  dif- 
ferent businesses  that  they  are  diffi- 
cult to  analyze.  Take  Martin  Marietta 
of  New  York.  The  $1.4-billion  (sales) 
company  has  some  sizable  missile  and 
space  contracts,  but  its  future  is  rid- 
ing on  cement  and  chemicals,  which 
are  up,  and  aluminum,  which  is  down. 
An  insurance  group  provides  about 
40%  of  Teledyne's  earnings,  on  only 
30%  of  its  $1.3-billion  sales.  And  Ben- 
dix'  worldwide  auto-parts  profits  are 
twice  those  on  its  aerospace  sales  and 
many  times  as  critical  to  the  $1.8-bil- 
lion  (sales)  company's  future. 

Among  these  companies,  perhaps 
the  most  evenly  balanced  is  North 
American  Rockwell  of  El  Segundo,  , 
Calif.  It  also  has  a  healthy  auto  busi- 
ness, and  has  just  announced  plans 
to  acquire  profitable  Rockwell  Mfg. 
Co.  In  addition,  the  $2.4-billion 
(sales)  company  is  the  prime  contrac- 
tor on  two  potential  $10-billion  aero- 
space projects,  the  Space  Shuttle  and 
the  B-l  bomber  that  will  replace  the 
Air  Force's  venerable  B-52s. 

That  leaves  one  last  aerospace  cate- 
gory, the  cyclical  general  aviation 
companies  based  in  Wichita,  Kan. 
Beech  is  hot.  And  Cessna  is  sizzling. 
In  1972  Cessna  earned  $1.91  per 
share,  up  from  $1.01,  and  the  $248- 
million  (sales)  company  plans  a  40% 
production  increase  in  1973.  Both 
companies,  though  still  below  their 
historical  peaks,  are  being  helped 
by  the  rebounding  economy  and  the 
controls  on  the  economy.  More  than 
one  company  has  sunk  the  year's  "ex- 
cess" profits  into  new  corporate  wings. 

So  there  you  have  aerospace,  circa 
1972.  On  balance,  the  worst  years 
may  be  over.  But  one  thing  is  clear: 
The  best  years  are  over,  too.   ■ 


We  could  write  a  book 
about  the  fact  that  Indiana 
grows  28  new  plants  and 
expansions  a  month. 

As  early  as  1964,  1,000  top 
corporations  in  Fortune's 
study  chose  Indiana  as  the 
most  desirable  new  location 
for  plants,  warehouses  and 
laboratories. 

And  here's  good  news 
about  energy.  Indiana  has 
ample  electric  power  to  sell. 
As  the  state's  largest  electri- 
cal utility,  we  plan  to  keep  it 
that  way. 

Read  up  on  Indiana.  We 
already  have  a  book  for  you, 


covering:  Transportation,  la- 
bor force,  educational  and 
research  facilities,  cultural 
advantages  and  more. 

Write  to  Gerald  S.  Dailey, 
Area  Development  Manager, 
Public  Service  Indiana,  Plain- 
field,  Indiana  46168.  Or  call 
(317)  839-9611. 
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What  business  are  we 

Pick  an  SIC  number 


01  Agriculture 

Urea  and  other  nitrogenous  fertilizers,  the 
life-blood  of  modern  farming,  are  synthesized 
under  pressures  generated  by  huge  multi- 
stage I-R  process  compressors. 


22  Textiles 

This  closeup  shows  the  intricate  action  of 
massed  knitting  needles  in  a  seamless  hosiery 
machine.  These  needles  are  precision-made 
byTheTorrington  Company,  a  major  supplier 
to  the  textile  industry  and  a  part  of  I-R. 


44  Water  Transportation 

Ocean-going  tankers  unload  their  cargoes 
faster  than  ever  before  with  Ingersoll-Rand's 
new  self-priming  centrifugal  cargo  pumps, 
which  drain  tanks  dry  without  separate  strip- 
ping systems. 


12  Bituminous  Coal  Mining 

Fully-mechanized  high-speed  coal  miners  like 
this  have  made  coal  mining  more  productive 
and  economical  than  ever  before.  It  is  built 
by  Lee-Norse  Co.,  part  of  Ingersoll-Rand. 


26  Paper 

From  wood  chips  to  processed  pulp,  the  paper 
industry  depends  on  Impco  equipment  like 
these  bleach  washers,  made  by  Improved 
Machinery  Inc.  in  Nashua,  N.H.,  a  part  of 
world-wide  Ingersoll-Rand. 


45  Air  Transportation 

The  Boeing  747  jetliner  uses  special  Torring- 
ton  bearings.  The  Torrington  Company,  a 
part  of  world-wide  Ingersoll-Rand,  produces 
every  basic  type  of  anti-friction  bearing. 


13  Oil  and  Gas  Production 

Air  drilling  of  natural  gas  or  oil  wells  cal 
for    the    specialized    know-how    and    mobih 
compressor  equipment  offered  by  I-R  Drilling 
and  Compression  Services. 


28  Chemicals 

The   chemical    industry    is    a   major   user 
Ingersoll-Rand  pumps,  compressors  and  oth 
equipment,    including    Aldrich    high-pressu 
reciprocating  plunger  pumps  for  hot,  corn  * 
sive  liquids.  ■ 


46  Pipeline  Transportation 

Natural  gas  is  boosted  across  continents  1 
Ingersoll-Rand  compressors,  gas  turbines  an 
gas  engines,  and  by  packaged  stations  but 
by  Southwest  Industries,  a  part  of  I-R. 


We  serve  them  aH  +hroughout  the  world 

*Every  industry  in  the  two-digit  St  ard  Industrial  Classification  numbers  from  01  to  80  is  a  direct 

or  indirect  user  of  products  or  servict  m  world-wide  Ingersoll-Rand.  Most  industries  use  a  variety 

of  our  products.  For  a  complete  list  I-R  products,  write  to  Ingersoll-Rand,  Dept.  A- 203.00, 
Woodcliff  Lake,  N.J.  07675. 


rom  Ol  to  80! 


#  .-< 


Mining  and  Quarrying 

stone  quarries  and  open-pit  mines  through- 
t  the  world,  Ingersoll-Rand's  fully  mecha- 
:ed  air-powered  drilling  rigs  are  cutting 
>ts  by  drilling  blast  holes  in  record  time. 


Plastics 

llions  of  useful  and  decorative  plastic  prod- 
s  are  made  on  Impco  injection  and  blow 
>lding  machines,  another  major  product 
B  from  Improved  Machinery  Inc.,  a  part  of 
»ersoll-Rand. 


Electric  Light  and  Power 

ie  generation  of  electricity,  from  coal  or 
clear  fuel,  uses  huge  water-cooled  conden- 
s  by  Ingersoll-Rand  to  convert  the  dis- 
arge  steam  from  the  turbine  back  to  water. 


15  Building  Construction 

Millers  Falls  electric  power  tools  (saws,  drills, 
routers,  sanders)  speed  construction  for  car- 
penter and  hobbyist  alike.  Millers  Falls  Com- 
pany is  a  part  of  I-R. 
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37  Automotive  Production 

Completely  automated  assembly  machines  by 
Ingersoll-Rand  perform  multiple  nut  running 
and  other  critical  operations  to  meet  the  rigid 
quality  control  standards  of  the  automotive 
industry. 


75  Automotive  Service 

Fine  tools  and  test  instruments  are  the  auto 
mechanic's  prized  possessions.  In  this  field, 
no  name  is  better  known  than  Proto,  a 
Pendleton  Tool  Company  and  part  of  world- 
wide Ingersoll-Rand. 


16  Tunnel  Construction 

Tunnels  can  now  be  bored  through  solid  rock 
with  huge,  multi-toothed  monsters  like  this, 
made  by  Lawrence  Manufacturing  Company 
of  Seattle,  another  part  of  Ingersoll-Rand. 


38  Scientific  Instruments 

One  of  the  most  exotic  scientific  testing  instru- 
ments is  this  tetrahedral  anvil  press  that 
produces  pressures  of  2,000,000  psi.  It  is 
made  by  our  McCartney  Mfg.  Co.,  Baxter 
Springs,  Kansas. 


80  Medical  Services 

Pressurized  hyperbaric  chambers  for  medical 
treatment  require  a  dependable  supply  of 
pure,  oil-free  compressed  air  supplied  by 
Ingersoll-Rand's  non-lubricated  compressors. 
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Ocean-floor  treasure  hunt... or  factory-floor 
noise  hunt... we  aid  the  search. 


Down  where  he  explores,  our  heavy-duty  Ray-O-Vac 
lantern  throws  a  55C0  candlepower  beam.  Watertight 
and  break-resistant,  it's  ideal  for  diving,  camping, 
working,  or  anywhere  an  extra-strong  light  is  needed. 
In  the  plant,  our  Wilson  Noise  Level  Survey  Unit  is  a 
quick,  reliable  way  to  locate  sound  hazards.  Diodes 
glow  to  show  decibel  levels.  Helps  industry  meet  new 
occupational  safety  and  health  requirements.  □  ESB 
makes  a!i  kinds  of  batteries,  plus  safety  equipment, 
electric  motors,  many  products.  Our  74  plants  in  18 
countries  serve  more  than  100  free-world  markets. 
Annual  sales  top  $330  million.  72  years  of  consecu- 
tive quarterly  dividends.  Want  to  know  more?  Write 
for  our  latest  report.  ESB  incorporated,  5  Penn  Center 
Plaza,  Philadelphia,  Pennsylvania  19103. 


We  also  make  heart  pacer  monitors,  emergency  lighting 
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Automotive 


Start  thinking  of  automobiles 

as  a  regulated  industry.  Detroit 

no  longer  decides  what  kinds 

of  cars  to  build.  The  Government 

decides.  And  so  do  the  hard  facts  of 

economics  and  of  energy  availability. 


What's  a  regulated  industry?  Oh, 
telephones,  of  course,  electricity,  nat- 
ural gas,  railroads,  but  now  you  can 
add:  automobiles.  Detroit,  for  75 
years  the  bastion  of  untrammelled  en- 
terprise, has  fallen  under  heavy  gov- 
ernment regulation.  It's  not  just  price 
control.  That's  probably  temporary. 
The  real  burden  is  in  safety  and  pol- 
lution control.  They  are  going  to  be 
with  us  the  rest  of  our  lives. 

The  auto  companies  no  longer  de- 
cide what  cars  to  build.  Somebody 
else  decides  for  them. 

That  is  why  there  is  so  little  re- 
joicing in  Detroit  at  the  record  10.7 
million  cars  that  were  sold  last  vear 
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Note:  Explanation  of  Yardstick  calculations  on  page  105.         def— Deficit.  DP  Deficit  to  profit.         P-D  Profit  to  deficit. 
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and    arc    also    in    prospect   for    1973. 

For  Detroit^  the  Age  of  Innocence 
is  history. 

Congress  has  given  the  industry  un- 
til the  1975  model  year  to  cut  carbon 
monoxide  and  hydrocarbon  emissions 
by  902  and  until  1976  to  reduce  its 
nitrogen  oxide  emissions  by  90%  as 
well.  Detroit  claims  it  doesn't  have 
the  technology  to  comply.  The  En- 
vironmental Protection  Agency  has  re- 
plied that  the  technology  will  be 
available  in  time— or  else.  Or  else 
what?  Or  else  the  cars  that  don't  meet 
the  standards  can't  be  sold.  "There's 
nothing  that  says  that  every  model  has 
to  be  sold  in  1975,"  says  Eric  Stork, 
director  of  the  EPA's  Mobile  Source 
Pollution  Control  Program. 

"The  fact  is,"  argues  John  J.  Ric- 
cardo,  president  of  Chrysler,  "we  have 
no  technology— expensive  or  inexpen- 
sive—to meet  all  the  requirements  of 
the  Act."  Riccardo  understandably 
wants  the  standards  reduced  and  de- 
layed. So  does  Henry  Ford.  "We  know 
we  can't  meet  the  1975  and  1976 
standards,"  he  has  said,  and  with  char- 
acteristic bluntness  proclaimed  that, 
if  they're  imposed,  the  industry  will 
have  to  suspend  production  in  1975. 
Ford  is  now  trying  to  work  out  a  deal 
with  Honda,  which  claims  its  new  en- 
gine with  two  combustion  chambers 
can  meet  the  standards. 

General  Motors'  President  Edward 
Cole  has  also  asked  for  a  delay,  ar- 
guing that  in  time  it  will  be  able  to 
meet  the  standards  through  a  combi- 
nation of  catalysis  and  lead-free  gaso- 
line, at  least  if  the  EPA's  testing  pro- 
cedures are  modified.  So,  along  with 
Ford,  Chrysler  and  International  Har- 
vester, GM  is  suing  to  overturn  the 
EPA's  refusal  to  issue  a  one-year  ex- 
tension, and  all  will  probably  ask  the 
EPA  for  an  extension  of  the  1976 
standards  as  well. 

Whether  Detroit  wins  its  delays  or 
not,  this  much  is  clear:  The  Govern- 
ment is  going  to  tell  Detroit  what 
kinds  of  cars  to  build.  They  are  going 
to  be  more  expensive  cars  than  De- 
troit would  like.  And  they  will  be 
more  sluggish  than  Detroit  would  like. 

This  is  why  Detroit  may  well  turn 
toward  the  Wankel  (Fohdes,  Dec. 
15,  1972).  Not  so  much  because  all 
in  the  industry  are  True  Believers, 
but  because  the  rotary  engine  offers 
more  flexibility  in  meeting  the  tough 
new  government  standards. 

Come  Wankel,  come  what  may,  an- 
other thing  is  certain:  Detroit  is  going 
to  have  to  concentrate  more  on  small- 
er cars.  Otherwise,  its  product  is  go- 
ing to  be  priced  beyond  the  average 
pocketbook,  not  only  in  original  cost 
but  in  the  cost  of  operation. 

A  government  study  indicates  that 
meeting  safety  and  pollution  require- 


ments will  add  between  $900  and 
$1,400  to  the  price  of  a  car.  The  av- 
erage U.S.  new  car  last  year  cost 
under  $4,000.  By  1976,  not  even  al- 
lowing for  inflation,  a  similar  car  may 
cost  over  $5,000.  Stuart  Perkins,  presi- 
dent of  Volkswagen  of  America,  says 
that  by  then  an  American  won't  be 
able  to  buy  any  kind  of  new  car  for 
less  than  $3,000— and  this  would  pre- 
sumably be  a  stripped-down  VW. 

But  original  price  is  only  the  begin- 
ning. It  was  in  1968  that  the  first 
pollution-control  devices  went  on 
U.S.  cars.  The  drop  in  gasoline  mile- 
age since  then  has  been  severe,  though 
emission  controls  were  not  solely  re- 
sponsible. The  declines  were  so  severe 
that  the  companies  won't  release  spe- 
cific figures.  However,  Chase  Man- 
hattan Bank's  petroleum  department 
figures  that  engine  efficiency  is  al- 
ready down  as  much  as  20%.  Volks- 
wagen admits  to  a  20%  decline  (to  a 
still  fairly  decent  23  miles  to  the  gal- 
lon) and  expects  a  further  25%  drop 
(to  17  miles  per  gallon  or  so)  by  1976. 
For  most  cars  the  prospect  is  for  six 
or  so  miles  per  gallon  by  1976. 

So  far  the  impact  on  U.S.  gasoline 
consumption  has  been  only  marginal, 
because  new  cars  are  only  a  small 
part  of  the  U.S.'  total  auto  popula- 
tion, but  the  ripples  are  widening. 

Detroit  has  increased  the  size  of 
the  gasoline  tank  correspondingly,  so 
the  motorist,  for  all  his  higher  gas 
consumption,  doesn't  need  to  fill  up 
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Crisis  Controls.  Gasoline  was 
rationed  in  World  War  II,  and 
could  be  again— to  conserve 
fuel  or  right  the  trade  deficit. 


his  tank  any  more  times  than  before. 
Senturion  Sciences,  Inc.,  a  Tulsa 
geothermal  exploration  firm,  tested  a 
1972  Chevrolet  Blazer  and'  found  it 
got  9.2  miles  to  the  gallon  of  pre- 
mium gas  with  its  full  complement 
of  emission  controls,  14.2  miles  under 
the  same  conditions  when  the  devices 
had  been  removed— a  34%  decline  in 
economy  from  emission  control  alone. 
Is  it  any  wonder  that  a  thriving  new 
business  has  sprung  up  in  the  past 
year  or  two— removing  emission  con- 
trol devices  from  cars? 


Two  To  One.  Between  the  two  extremes  of  the  stretch  Lincoln  below  and 
the  Volkswagen  above  ranges  the  U.S.  auto  market.  There's  a  90-inch 
difference  between  the  two,  and  a  lot  more  in  terms  of  gasoline  and  other 
materials  used.  With  both  shortages  and  price  rises  ahead,  that  differ- 
ence may  one  day  mean  the  Lincoln  will  go  the  way  of  the  mastodon. 
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#  An  airport 
as  big  as  Manhattan. 


When  the  new  Dallas/Fort  Worth 
Airport  opens  in  Fall,  1973,  it  will  be 
the  nation's  largest.  And  the  most  effi- 
cient for  airlines  and  passengers.  A 
$500  million  facility  spread  over 
1 7,000  acres.  That's  three  times  as 
big  as  Kennedy,  and  larger  than 
Manhattan  Island.  All  just  20  minutes 
from  downtown  Dallas  or  Fort  Worth. 


NEW 
JERSEY 


BROOKLYN 


This  enormous  land  area  (9  miles 
long,  8  miles  wide)  solves  the  major 
problems  facing  existing  airports. 
We'll  have  uncongested  airspace. 
Plenty  of  room  for  runways,  aprons, 
terminals,  parking,  and  air  cargo 
facilities.  At  opening  there  will  be  four 
multi-level  terminals  with  a  total  of  65 
passenger  gates,  all  capable  of 
handling  the  new  generation  of  air- 
craft. Passenger  parking  will 
be  within  500  feet  of  boarding.  At 
maturity,  the  airport  complex  will 
include  225  passenger  gates,  front- 
ing an  18-lane  linear  spine  freeway. 
By  1985,  we  will  handle  over  100,000 
passengers  daily. 


Air  cargo  design  and  capacity  are 
equally  as  bold.  The  ultimate  plan 
provides  for  two  separate  air  cargo 
cities.  A  total  of  200  fully  automated 
gates  capable  of  handling  as  much 
cargo  as  any  seaport  in  the  world. 

The  sky  is  our  ocean. 

The  new  Airport  will  make  an  incred- 
ible impact  on  our  economic  region. 
Even  though  landlocked,  Dallas  and 
Fort  Worth  have  exceeded  national 
growth  rate  to  become  the  largest 
metropolitan  region  in  the  Southwest. 
Today,  2.3  million  people  in  an 
8-county  area,  and  a  projected 
4  million  by  1985.  With  our  new  "air 
harbor,"  the  sky  becomes  an  ocean 
we  share  with  the  rest  of  the  world. 

An  international  trade  center. 

Along  with  expanded  international 
air  routes  we're  planning  a  Foreign 
Trade  Zone  next  door  to  the  Airport. 
The  national  and  international  mar- 
keting implications  to  your  business 
are  worth  considering.  Here  will  be 
the  world's  largest  airport,  within  three 
hours  non-stop  to  any  U.S.  city,  within 
14  hours  to  any  country  in  the  world. 

Industrial 

sites  and  office  space. 

The  Dallas/Fort  Worth  area  has  long 
been  oriented  toward  a  healthy 
business  climate  and  corporate 
profits.  Dun  &  Bradstreet  reports  that 
only  New  York  and  Chicago  have 
more  million  dollar  companies  than 
Dallas/Fort  Worth.  The  Airport  can 
only  accelerate  this  trend.  Today,  an 
unprecedented  number  of  industrial 
parks  dot  our  8-county  area.  Plus, 
more  than  4  million  square  feet  of 
new  office  space.  Obviously,  the 
local  business  community  has  made 
a  hard  dollar  commitment  to  growth. 


What  is 

The  Southwest  Metroplex? 

Simply  stated,  The  Southwest  Metro- 
plex is  a  complex  of  metropolitan 
areas.  A  planned  8-county  eco- 
nomic region  encompassing  more 
than  6,000  square  miles.  It's  a 
megalopolis  with  leg  room. 

There's  a  lot  more  to  our  story.  And  if 
you'd  like  to  learn  more  about  The 
Southwest  Metroplex  and  how  we 
can  help  you  beat  the  profit  and 
people  squeeze,  just  mail  the  coupon 
today. 


Beat  the  profit 
and  people  squeeze. 
Mail  this  coupon. 

Name 
Title 

Company 
Address 


City 


Slate 


Zip 


Telephone 

Please  send  free  information  on: 
D  The  Southwest  Metroplex 

□  Industrial  Sites 

□  New  Airport 

□  Office  Space  □  Quality  of  Life 

Mail  to: 

Mr  Richard  D.  Jones 

Executive  Director 

North  Texas  Commission 

600  Avenue  H  East,  Suite  101 

Arlington,  Texas  7601 1 

Telephone  81 7/265-7101       fo-1-3 


m  Dallas/Fort  Worth 

The  Southwest  Metroplex 
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Paul  Sandberg  helped  us  keep  225  people 
off  the  unemployment  line. 

We  wanted  to  buy  a  business  that  was  going  out  of 
business.  A  business  that  was  going  bankrupt. 

We  had  everything  needed  to  make  the  company 
work.  New  management.  New  ideas.  Everything,  but 
money.  And  we  needed  it  fast.  225  people  were  about 
to  lose  their  jobs. 

Then  Paul  Sandberg  went  to  work. 

He's  the  Senior  Vice  President  in  charge  of  Loan 
Administration  at  Marine  Midland  Bank-Chautauqua,  N.  A. 
And  he  wasn't  afraid  to  get  involved. 

Within  four  days,  we  had  approval  on  a  Small 
Business  Administration  loan.  And  Paul  quickly  helped  us 
secure  a  Capital  Term  Loan  and  establish  a  Credit  Line. 

Then,  with  almost  two  million  dollars  in  our  pockets, 
we  were  able  to  pay  the  bills,  buy  the  business,  and 
restructure  the  corporation.  And  we  still  had  some 
money  left  to  work  with. 

Before  we  knew  it,  we  were  in  business.  That's  the 
way  it  is  at  Marine  Midland.  Businessmen,  like  us,  can 
work  directly  with  a  senior  officer,  without  red  tape  and 
without  wasting  time. 

We're  starting  to  make  money  now.  And  that's  good. 
But,  even  better,  225  people  didn't  lose  their  jobs. 
Because  Paul  Sandberg  knew  how  to  do  his. 


It's  not  what  you  ask.  It's  who  you  ask, 
Marine  Midland  Banks. 

OVER  275  OFFICES  THROUGHOUT  NEWYORK  AND  OVERSEAS. 


Why  does 


have  30 

factories 

in  12  countries? 


Because  it  takes  a  lot 
of  production  to  serve 
over  250.000  customers 
all  over  the  world.  Also, 
it  takes  different  kinds 
of  facilities  to  turn 
out  the  many  different 
models  of  business 
machines,  supply  items, 
accessories  and  parts  our 
250.000  customers 
expect  from  us. 


An  AM 
product 


is  never 
very  far 
away 


ADDRESSOGRAPH 
MULTIGRAPH 

For  the  finest  in  business  machines. 

20600  CHAGRIN  BOULEVARD 
CLEVELAND,  OHIO  441 22 


Even  the  otherwise  adaptable  Wan- 
kel  has  nothing  to  offer  in  this  area. 
GM  found  the  Wankel  gave  mileage 
25%  poorer  than  its  best  conventional 
engine,  and  even  Toyo  Kogyo,  pro- 
ducer of  the  Mazda,  concedes  a  5% 
drop  in  its  present  mileage  when  the 
EPA's  1975-76  standards  are  met.  And 
at  present,  competitors  say,  Mazda  is 
getting  12  miles  to  the  gallon,  rough- 
ly half  what  a  comparably  sized  but 
no  cleaner  Vega  affords. 

As  gasoline  consumption  rises  in  the 
U.S.,  prices  are  likely  to  begin  rising 
also.  The  shift  to  nonleaded  gaso- 
line alone,  according  to  the  Houston 
consulting  firm  of  Bonner  &  Moore  in 
a  study  it  conducted  for  the  EPA,  will 
boost  the  cost  of  gasoline  by  5.5  cents 
to  7  cents  a  gallon,  and  those  are  not 
the  only  factors  likely  to  force  gasoline 
prices  upward.  Between  1965  and 
1971  gasoline  prices  rose  only  14%— 
from  31  cents  to  36  cents  a  gallon— 
but  it's  becoming  a  commonplace  that 
over  the  next  decade  or  so  the  price, 
inflation  aside,  will  easily  double. 

So  smaller  cars— with  lower  fuel 
consumption  if  not  lower  fuel  cost- 
seem  almost  certain  to  continue  to 
expand  their  position  in  the  market. 
"The  average  individual  is  coming  to 
realize,"  says  VW's  Perkins,  "he 
doesn't  have  to  have  such  a  high  stan- 
dard of  living  in  an  automobile,  and 
that  puts  Volkswagen  in  on  the  ground 
floor.  In  terms  of  standards  of  living, 
I  feel  the  movement  is  toward  us  rath- 
er than  away."  Even  at  that,  as  Mer- 
cedes Benz  has  demonstrated,  a  car 
doesn't  have  to  be  mastodonic  in  or- 
der to  afford  space,  comfort  and  lux- 
ury, which  may  be  why  Cadillac  has 
been  building  prototypes  of  a  small 
luxury  car.  Howard  Schmidt,  head  of 
the  Department  of  Transportation's  re- 
search and  development  effort,  pre- 
dicts the  two-car  family  of  the  future 
will  have  two  small  cars,  but  they 
"will  look  different,  have  different  sus- 
pension systems,  different  comfort." 

Smaller,  simpler  cars  will  be  need- 
ed to  protect  the  U.S.  balance  of  pay- 
ments. In  1971  the  U.S.  imported  25% 
of  its  petroleum  needs— at  a  cost  of 
$3.3  billion.  Last  year  it  imported 
close  to  30%— at  a  cost  of  $4  billion. 
"If  you  run  that  on  out,"  says  Ford, 
Bacon  &  Davis  energy  expert  Gerard 
Gambs,  "I  figure  we'll  be  at  50%  by 
1976,  at  a  cost  of  between  $14  billion 
and  $18  billion." 

Even  if  we  can  pay  for  it,  the 
gasoline  may  not  be  there.  Demand  is 
growing  so  rapidly  that,  particularly 
if  European  demand  should  pick  up 
as  well,  there  just  won't  be  any  ex- 
cess refinery  capacity  available  to 
serve  the  U.S.  market  anywhere  in  the 
world,  aiid  it  won't  be  possible  to  add 
any  in  much  under  three  years.  The 


Price  Prospect.  Gasoline  at  90 
cents  a  gallon  and  more?  That 
may  be  the  price  of  curbing 
emissions     like     those     below. 


authoritative  Oil  6  Gas  Journal  last 
month  forecast  a  severe  shortage  with- 
in  two  or  three  years:  "Under  present 
conditions,  demand  for  additional  pe- 
troleum supplies  created  by  new  en- 
vironmental conditions  cannot  be  met 

[from  domestic  sources].  .  .  .  There 
are  serious  doubts  also  that  world- 
wide   facilities    e\isl     to    handle    such 
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Innova- 
tion. In  the 

airline  industry,  in- 
novation translates  into  ad- 
vanced equipment  and  procedural 
improvement.  Historically,  we're  strong 
on  innovation.  In  fact,  we've  been  a  leader: 
First  with  coast-to-coast  passenger  service 
(1927).  First  stewardess  service  (1930).  First 
flight  kitchen  (1936).  First  Coach  service  (1940). 
First  U.S.  airline  to  contract  for  jet  transport 
(1955).  First  with  self-service  baggage  claim 
(1956).  First  to  implement  studies  leading  to  a 
Collision  Avoidance  System  (1967).  First  to  im- 
plement anti-hijack  procedures  on  a  system-wide 
basis  (1970).  To  name  a  few  from  the  past. 

Through  to  the  present  and  our  Apollo  com- 
puter reservation  system.  Considered  the  most 


1956 


So  keep 
your  eyes 
on  the  friendly 
skies.  And  watch 
what  the  spirit  of 


compre- 
hensive com- 
puter system  in  the 
entire  airline  industry. 

Spirit.  The  last  couple  of  years 
have  been  exciting  for  United.  We  have  new 
leadership.  New  partners  in  the  hotel  industry. 
And  we've  developed  new  approaches  to  service. 

As  1973  unfolds,  you'll  see  more  innovative 
equipment  and  procedure.  But  you'll  also  feel 
something:  the  spirit  of  innovation.  An  attitude. 

We  are  creating  a  new  environment  ...  a 
new  experience  in  flight.  From  the  finest  in 
dining  and  personal  care  to  the  fastest  service 
anywhere.  Expansive  in  comfort.  Alive  with 
color.  Offering  the  people  of  today  the  flight, 
of  tomorrow.  Because  under  the  paint,  and  be- 
fore the  design,  we're  one  step  ahead  of  the  rest. 


innova- 
tion is  do- 
ingforus...and 
what  the  NEW  Year 
will  bring  to  you. 


Fly  the  friendly  skies  of  United. 
\bur  land  is  our  land 

Partners  in  Travel  with  Western  International  Hotels. 


Around 

Young  Radiators 

whe^thegdu 

IS 


Cooling  giant  mobile  haulers  around 
the  world— for  both  on  and  off-highway 
vehicles:  Young  Radiators  and  Shell 
&  Tube  Heat  Exchangers. 
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YOUNG  RADIATOR  COMPANY 

Genera!  Offices  Racine.  Wisconsin  53404 

;e'i  •  O'l  Coolers  •  U"<t  Meaics 
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OIL  AND  GAS  DIVISION 

Explores  for  and  develops 
oil  and  gas  reserves  and 
produces  these  fuels  to  help 
meet  the  demands  of  a 
market    in    short    supply. 

WHELAND  FOUNDRY  DIVISION 

Volume  producer  of  grey 
iron  castings,  primarily  for 
the   automotive   industry. 


NORTH  AMERICAN 
ROYALTIES,  INC. 

Gordon  Street, 
President 

CHATTANOOGA,    TENN     37402 


an  immediate  increase  iif  demand." 
Arjay  Miller,  director  and  former 
president  of  Ford,  believes  that  in  re- 
sponse to  shortage,  prices  will  go 
through  the  roof  and  thereby  curtail 
consumption.  But  there  are  serious 
doubts  about  just  how  responsive 
gasoline  consumption  is  to  price— at 
least  in  the  short  run— and  even  dras- 
tic price  increases  could  conceivably 
not  do  the  job.  This  means  rationing 
may  be  the  only  viable  solution. 

"If  you  have  rationing,"  Miller  says, 
"that  would  lead  to  buying  vehicles 
low  on  consumption.  It  would  be  a 
relative  advantage  to  older  cars,  but 
even  more  to  smaller  cars." 

Of  course,  it  may  be  that  all  these 
factors  will  combine  to  turn  the  pub- 


lic—and hence  the  Government— away 
from  strict  safety  and  pollution  rules. 
Says  VW's  Perkins:  "I  don't  think  the 
public  yet  knows  what  it  is  in  for,  but 
when  it  does  I  think  there  is  going  to 
be  a  revolution  in  thinking." 

"I  believe  we  have  concentrated 
too  much,"  says  Chrysler's  Riccardo, 
"on  the  question  of  how  these  stan- 
dards are  to  be  met,  instead  of  asking 
the  more  relevant  question:  Why 
should  they  be  met?" 

Perhaps.  But  nobody  expects  that 
the  new  rules  will  be  more  than 
slightly  modified.  Thus  the  trend  to- 
ward smaller  cars  seems  inexorable. 
And  investors  will  have  to  get  ac- 
customed to  thinking  of  automobiles 
as  one  of  our  regulated  industries.  ■ 


The  Tobacco  Stocks  of  the  Seventies? 


*-_  Listed  American  and 

Pacific  Coast  Stock  Exchanges 
(Symbol:  NAR) 


Laird  Inc.  analyst  Ronald  A.  Glantz 
used  to  claim  that  automobiles  would 
become  the  steel  industry  of  the  Sev- 
enties, but  the  removal  of  the  excise 
tax  and  the  dollar  devaluation 
changed  his  tune.  Now  he  calls  it 
the  tobacco  industry  of  the  Seventies. 

Glantz's  steel  industry  analogy  was 
based  partly  on  the  growing  wave  of 
imports.  "Similar  to  steel,"  he  says, 
"autos  faced  low-cost  import  compe- 
tition that  was  taking  away  incremen- 
tal demand  and  causing  pricing  prob- 
lems. The  industry  couldn't  pass  on 
rising  costs  because  of  price  compe- 
tition from  the  imports."  Like  steel, 
too,  Glantz  felt  that  autos  were  a  ma- 
ture industry.  "It  was  close  to  satura- 
tion not  only  for  cars  but  for  option- 
al equipment  and  replacement  parts. 
The  industry  had  been  passing  on 
some  of  its  other  costs  by  raising  re- 
placement part  prices  to  ridiculous 
levels  and  that  brought  competition." 

Why  the  switch  to  a  tobacco  anal- 
ogy? Because  devaluation  of  the  dol- 
lar, removal  of  the  excise  tax  and  the 
past  and  potential  revaluation  of 
the  yen  improved  Detroit's  position 
against  imports.  So  now  Glantz  is  still 
bearish  long-term  on  autos,  but  thinks 
that  they  could  have  an  interim  re- 
covery when  investors  realize  that 
some  of  the  problems  have  been 
pushed  a  bit  into  the  future.  "When 
the  Surgeon  General  pointed  out  that 
cigarettes  caused  cancer,  investors 
soured  on  the  tobacco  stocks,  but 
when  the  Government's  bark  proved 
worse  than  its  bite,  the  stocks  had  a 
big  rush. 

"There  are  hints  out  of  Washington 
now  that  a  lot  of  the  proposed  safe- 
ty and  antipollution  requirements  will 
be  postponed  or  removed.  This 
should  give  a  lift  to  the  stocks.  But 
worries  about  poor  sales  in  1975  and 
1976  will  put  a  ceiling  on  how  high 


they  will  be  able  to  go. 

"Next  year's  earnings  will  be  fan- 
tastic," he  adds.  "Ford  will  probably 
report  around  $8.50  for  1972  and 
at  least  $9.50  this  year.  But,  after 
that  [1973],  the  deluge." 

Other  analysts  disagree  with  Glantz 
about  1974.  Says  David  Healy  of 
Burnham  &  Co.:  "People  will  buy  the 
cheap  and  dirty  1974s  rather  than  the 
clean  and  expensive  1975s."  So  Healy 
adds  at  least  one  more  year  to  Glantz's 
prediction  of  near-term  prosperity. 
But  he,  too,  sees  a  ceiling  on  any  rise 
in  auto  stock  prices.  "Autos,"  he  says, 
"is  a  slow-growth,  cyclical  industry, 
and  I  don't  think  it  is  ever  going  to 
be  immune  to  the  business  cycle."  Un- 
til the  recent  upsurge  in  prices,  auto 
stocks  had  a  price/ earnings  ratio  of 
about  7  as  against  40  and  sometimes 
50  for  some  of  the  so-called  growth 
companies.  "I  guess  the  spread  got  a 
little  too  wide,"  Healy  adds. 

Michael  Ward,  analyst  at  Alliance 
One,  sees  the  government  rules  modi- 
fied and  consumer  spending  rising,  so 
he  is,  overall,  bullish.  Ward  recom- 
mends all  four.  Burnham's  David 
Healy  picks  Chrysler.  "Chryslers  per- 
centage gains  in  earnings  this  year 
and  next  are  going  to  be  much  great- 
er than  GM's  or  Ford's.  Chrysler  is 
not  directly  limited  In  the  Price  Com 
mission  in  terms  of  margin  ceilings 
so  it  has  more  freedom." 

All  right,  but  if  that  makes  Chrysler 
look  good,  doesn't  it  make  American 
Motors  look  even  better?  "I  think 
American  might  more  than  triple  its 
profits,"  Healy  retorts,  "but  if  I  want 
ed  to  buy  a  risky  auto  stock,  Chrysler 
is  risky  enough." 

What    the    optimists    arc    s.i\  ing    is 

that  the  industry   is  here  to  stay  and 
its  stocks  are  cheap  enough,  consid 
cring     everything.     The     pessimists 
would  add:  but  not  For  the  long  term. 
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What  makes  him  the 

tennis  player's  tennis  player 

makes  us  the 

Scotch  drinker's  Scotch. 
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Black  &  White. 
The  Scotch  drinker's  Scotch. 
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We  tell  them  what  Willie 
Mays  is  batting  and  where  the 
Dow  Jones  is  selling.  What's 
developing  in  Hanoi  and 
who's  making  it  in  Hollywood. 
What  yesterday  meant  and 
what  tomorrow  might  bring. 

Millions  of  times  a  day,  they 
look  us  in  the  face.  Great 
Northern  Nekoosa.  A  major 
supplier  of  newsprint.  And 
the  world's  largest  producer  of 
lightweight  groundwood 
printing  papers  for  your 
favorite  magazines. 

You'll  find  our  paper  report- 
ing the  news  in  hundreds  of 
morning,  evening  and  weekly 
editions.  And  making  interest- 
ing reading  in  scores  of  mass 
circulation,  special  interest 
and  trade  publications. 


You'll  also  find  us  almost 
everywhere  else  in  the  world 
of  print  communications. 

We're  a  primary  force 
behind  America's  fastest- 
growing  indoor  sport  —  paper- 
back books.  We're  producers 
of  specialized  papers  for 
directories  and  catalogs. 
We're  developers  of  new 
business  communication 
papers  —  for  computers,  office 
reproduction  machines, 
company  letterheads.  We're 
recognized  as  innovators  in 
everything  from  sturdy  papers 
for  road  maps  to  fashionable 
papers  for  personal  cor- 
respondence. 

Today,  with  the  growing 
complexity  of  modern  life, 
reading  material  has  become 
increasingly  vital  as  a  source 
of  both  instruction  and 
relaxation. 


As  a  major  paper  company, 
we're  committed  to  the  printed 
word  and  to  the  production  of 
papers  that  can  carry  the  word 
to  everyone  who  needs  and 
wants  it. 

At  the  same  time,  we're 
also  committed  to  managing 
our  resources  so  we  can 
simultaneously  enhance 
man's  knowledge  and  man's 
environment. 

GREAT 

NORTHERN 

NEKGDSA 

CORFORATDN 

Helping  to  spread  the  word. 


Every  day 

millions  of  people  curl  up  with 

Great  Northern  Nekoosa. 


Great  Northern  Nekoosa  Corporation.  Stamford,  Conn.  06901. 


In  Chicago's  public  schools 

under  achievers  are  achieving  more 

with  the  help  of  a  new  teacher. 


In  Chicago,  3,000  inner-city  elementary  school  children, 
who  are  at  least  a  year  behind  in  their  schoolwork,  got  a 
remarkable  new  teacher.  Now,  instead  of  falling  behind, 
they're  doing  six  weeks  of  work  each  month. 

The  new  teacher  is  a  Sperry  Univac 
computer.  It's  the  only  computer-aided 
instruction  program  developed  jointly  by  j" 
a  school  system  and  a  computer  company.  ■ 

It  gives  individualized  practice  sessions 
in  arithmetic,  grammar  and  reading.  It's 
as  if  each  child  had  his  own  teacher1. 

The  computer  is  a  demanding  teacher-, 
but  patient  and  polite.  It  knows  each 
child's  first  name.  And  if  he  makes  a  mis- 
take, the  computer  says,  "No,  try  again." 

It  also  makes  a  daily  printout  of  each 
child's   progress.  Not  just  right 
wrong  answers,  but  a  complete  evalua- 
tion of  total  progress  to  date.  The  print- 


IT 


out  also  helps  the  teacher-  plan  future  classroom  work. 

Operating  the  Univac  system  costs  Chicago  $1  extra  per 
week  for  each  child  in  the  program.  A  lot  less  than  is  spent 
on  adults  who  can't  hold  jobs  because  of  trouble  with  read- 
ing or-  arithmel  ic. 

No  computer'  can  replace  a  teacher1. 
What  it  can  do,  with  dramatic  efficiency, 
is  extend  his  reach,  help  him  do  what  a 
conscientious  teacher-  would  do  if  he  had 
the  stamina  of  Hercules,  the  patience  of 
Job,  and  one  pupil  per  class. 

Chicago's  Univac  system  is  a  perfect  em 
ample  of  Sperry's  big  idea. 

Making  machines  do  more,  so  man  can 

do  more. 

For-  more  informal  ion,  write  to  Mr.  J.  fl 
Forster,  Chairman  of  the  Hoard,  Sperry 
Rand  Corporation,  1290  Avenue  of  the 
Americas,  New  York,  N.Y.  L0019. 


SPERRY  RAND  CORPORATION 

mnKinc  mncmnEs  do  monE,so  man  enn  do  idore. 


Electronics 


The  glamour  is  back; 
the  severe  problems  look 
more  solvable. 
It  was  a  great  year. 


ECTRON/Cl 


Not  Richard  Nixon.  Not  Juan  Peron. 
Not  even  Judy  Garland  could  have 
orchestrated  a  more  rousing  come- 
back than  the  electronics  industry 
staged  last  year. 

All  the  great  old  routines  were 
there.  Remember  "color  television"? 
There  were  the  U.S.  companies  selling 
around  7.5  million  sets  when  they'd 
only  been  able  to  hit  6.3  million  sets 
in  1971!  A  smash  hit— and  thanks  to 
dollar  devaluation,  they  didn't  sing 
that  song  in  Japanese  this  year. 

Remember  "semiconductors"?  Hard- 
ly ever  been  better.  The  semiconduc- 
tor   industry    must    have    produced 
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AMP 

23.3 
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29 

19.9 
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26 

22.0 

19.8 

13.3 
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174 

15.2 

1 

89 

Square  D 

22.1 
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36 
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15 

24.1 
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8.9 

15 

409 
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11 
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Fischbach  &  Moore 

21.7 

3 

40 

13.4 
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101 

21.2 
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94 

12.9 
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114 

Avnet 
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41 
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11.0 
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Emerson  Electric 
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General  Electric 

16.0 

6 

127 

12.4 

7 

146 

23.8 

14.8 

5.5 

26 

615 

134 

3 

107 

Hewlett-Packard 
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Schlumberger  Limited 

14.6 

8 
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97 

15.5 

12.6 

15.7 

3 

116 

13.6 

2 

103 

Raytheon 

14.3 

9 

201 

11.9 

9 

162 

12.0 

10.4 

6.6 

21 

545 

5.1 

14 

325 

Reliance  Electric 

13.4 

10 

256 

9.5 

16 

291 

11.3 

7.7 

13.3 

7 

178 

—3.8 

24 

560 

Teledyne 

13.0 

11 

283 

10.8 

12 

227 

8.8 

6.9 

19.0 

1 

70 

7.8 

9 

229 

Corning  Glass  Works 

12.8 

12 

291 

11.0 

11 

208 

11.3 

9.1 

8.2 

18 

462 

— 3.5 

22 

556 

Honeywell 

12.0 

13 

336 

7.8 

21 

405 

9.9 

5.9 

6.8 

20 

531 

5.5 

12 

307 

General  Tel  &  Elec 

11.9 

14 

342 

6.4 

25 

499 

10.7 

6.6 

9.2 

14 

388 

3.5 

17 

385 

Lear  Siegler 

11.9 

15 

344 

10.4 

14 

246 

6.9 

6.2 

8.7 

17 

421 

—12.0 

27 

654 

Texas  Instruments 

11.9 

16 

346 

10.0 

15 

264 

13.2 

10.9 

7.8 

19 

481 

8.6 

8 

202 

l-T-E  Imperial 

11.8 

17 

348 

9.4 

18 

300 

12.0 

9.0 

10.2 

11 

310 

4.7 

15 

336 

Perkin-Elmer 

11.6 

18 

361 

10.7 

13 

231 

12.6 

12.5 

12.1 

9 

219 

3.6 

16 

384 

Motorola    * 

11.5 

19 

365 

9.5 

16 

291 

12.1 

10.6 

9.3 

13 

381 

9.2 

7 

186 

McGraw- Edison 

11.4 

20 

374 

11.1 

10 

204 

10.9 

9.7 

5.6 

24 

606 

0.1 

21 

487 

Westinghouse  Elec 

11.0 

21 

395 

8.8 

19 

341 

11.1 

8.6 

11.3 

10 

257 

6.3 

10 

280 

American  Tel  &  Tel 

9.0 

22 

515 

6.5 

24 

515 

8.6 

5.9 

8.8 

16 

412 

1.8 

19 

446 

RCA  Corp 

9.0 

22 

515 

6.1 

26 

552 

16.6 

9.2 

5.5 

25 

613 

—3.6 

23 

557 

Cutler-Hammer 

8.1 

24 

564 

6.6 

23 

504 

10.1 

8.2 

3.9 

28 

675 

2.9 

18 

405 

North  Amer  Philips 

7.3 

25 

594 

7.4 

22 

440 

8.3 

6.0 

9.3 

12 

373 

—6.1 

26 

599 

Bunker-Ramo 

6.2$ 

26 

636 

6.4* 

25 

524 

6.5 

6.2 

1.6 

29 

722 

5.1 

13 

324 

General  Instrument 

4.2 

27 

687 

4.2 

27 

673 

4.3 

4.2 

6.4 

22 

559 

—14.5 

29 

663 

Varian  Associates 

2.1 

28 

721 

2.3 

28 

724 

2.9 

2.7 

5.1 

27 

631 

—12.8 

28 

658 

Fairchild  Camera 

def 

29 

758 

def 

30 

761 

3.7 

3.4 

—0.5 

30 

744 

—4.3 

25 

570 

Ampex 

def 

30 

763 

def 

29 

754 

def 

def 

6.0 

23 

585 

P-D 

30 

715 

Collins  Radio 

def 

31 

765 

def 

31 

765 

def 

def 

—8.3 

31 

770 

P-D 

30 

Industry  Medians 

11.9 

9.5 

11.3 

9.1 

8.8 

3.6 

Note:  Explanation  of  Yardstick  calcu 

ations  on 

page  105. 

JFour- 

/ear  average. 

def.-C 

leficit- 

P-D  Profit  to  deficit. 
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near])  70S  more  integrated  circuits 
last  year.  (Last  year's  unit  production 
approximated  the  entire  cumulative 
production  of  ICs  through  1969.)  Not 
only  that,  but  they  even  managed  to 
hold  down  their  annual  bloodbath  to 
just  22V- the  smallest  price  cut  in  in- 
tegrated circuits  in  three  years.  So  in 
dollar  volume  they  probably  finished 
the  year  about  29%  ahead  in  ICs,  and 
perhaps  16%  ahead  in  the  more  com- 
modity-oriented  discrete  devices,  such 
as  transistors.  Another  big  surprise! 

Then,  of  course,  there  was  "instru- 
ments"—with  an  unusually  good  gain 
in  dollar  volume.  But  this  time  there 
wire  some  sleepers,  too.  "Gas  turbine 
generators"  gave  a  booming  perfor- 
mance last  year.  And,  at  long  last, 
there  was  a  strong  10%-plus  gain  in 
"consumer  appliances." 

Look  at  Motorola,  for  example. 
With  record  demand  in  both  color 
TV  and  semiconductors,  its  earnings 
leaped  67%  in  the  first  nine  months, 
topping  even  Texas  Instruments'  im- 
pressive 40%  gain  for  the  period. 
Or  look  at  Hewlett-Packard's  57% 
gain  in  fiscal  1972  earnings  in  the  in- 
strument industry  as  demand  rose 
sharply  in  both  data  processing  and 
testing  and  measuring  equipment. 

Why,  even  some  of  the  old  elec- 
trical equipment  outfits  were  kicking 
up  their  heels.  Buoyed  by  sharply  in- 
creased demand  from  consumer 
goods,  telecommunications  and  elec- 
tric utilities  for  its  connectors  and 
solderless  terminals,  AMP  got  off  its 


Here's  an  industry  where  the  analysts 
really  earn  their  keep.  "The  changes 
are  so  rapid,"  says  Thomas  V.  Wil- 
liams Jr.,  portfolio  manager  of  Chi- 
cago's Technology  Fund,  "that  you've 
just  got  to  be  right  on  top  of  things." 
That's  for  sure.  One  bad  quarter  and 
you're  in  trouble— and  bad  quarters 
can  come  anytime. 

"Right  now,  semiconductor  stocks 
continue  to  be  in  the  limelight  in 
view  of  favorable  earnings  compari- 
sons for  1972,"  says  William  D.  Wit- 
ter's  technology  analyst  S.F.  Accardo. 
"Remember,  they're  always  expensive, 
35  to  45  times  earnings  in  bull  mar- 
kets. My  favorites  are  Motorola  and 
National  Semiconductor."  Accardo 
predicts  another  very  good  year  with 
strong  demand  from  computer  main- 
frame manufacturers  and  increased 
semiconductor  content  in  calculators, 
automobiles  and  color  TV.  Another 
analyst,  who  prefers  anonymity,  is 
more  cautious:  "At  current  prices,  TI, 
Motorola  and  National  are  attractive," 
he  says.  "But  I  think  most  people  in 
the  industry  are  concerned  about  the 


two-year  earnings  plateau  with  a  36% 
nine-month  gain.  Even  Cutler-Ham- 
mer, scarcely  a  third  as  profitable  as 
AMP,  managed  to  turn  in  a  39%  nine- 
month  earnings  gain,  thanks  in  part 
to  strong  demand  for  its  power  dis- 
tribution and  control  equipment. 

But  when  the  applause  died  and 
the  lights  faded  on  1972,  the  inevita- 
ble question  arose:  Would  it  last? 

Staying  Power? 

The  record  is  scarcely  encouraging. 
Of  the  31  companies  on  the  Forbes 
Electronics  Yardsticks,  only  a  handful 
have  achieved  steady  earnings  gains 
over  the  past  decade;  among  them 
are  Westinghouse  Electric,  Emerson 
Electric,  Fischbach  &  Moore,  GT&E, 
Perkin-Elmer  and  Schlumberger. 
And  General  Electric,  while  it  has 
had  its  downs  as  well  as  it  ups,  has 
done  extremely  well:  Its  14.8%  return 
on  capital  for  the  latest  12  months 
ranked  seventh  in  the  industry.  But 
the  rest  tended  to  be  sharply  erratic. 

Profitability?  Over  the  latest  12 
months,  the  median  figure  for  return 
on  equity  in  electronics  was  11.3%— 
better,  but  not  much  better,  than  the 
figure  for  U.S.  industry  as  a  whole. 
There  were  a  few  sterling  performers: 
AMP,  Square  D,  Fischbach  &  Moore 
and  Emerson  Electric  among  the  spe- 
cialty companies,  GE  among  the 
giants;  but  the  ordinary  company  in 
this  industry  was  just— ordinary. 

The  sobering  fact  is  that  translat- 
ing    high-technology     developments, 
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'Keep  Your  Eye  on  the  Exit 

possibility  of  overcapacity." 

That's  pretty  much  how  Williams 
sees  it.  Earlier  this  year  he  put  Tech- 
nology Fund  heavily  into  electronics 
stocks  and  cashed  in  big.  Now  he 
feels  that  a  good  number  of  electronic 
stocks  have  run  ahead  of  themselves, 
except  for  semiconductor  companies. 
What  about  the  semiconductor  com- 
panies? They're  trickiest  of  all,  he 
says.  "Once  you're  in,  keep  your  eye 
on  the  exit  every  second." 

Color  television?  Accardo  sees  pos- 
sible slowing  of  unit  growth  to  8%  to 
10%.  Adds  Richard  J.  Sterne  of  First 
Boston,  "Personally  I  think  the  stocks 
are  really  quite  cheap."  Sterne  also 
looks  for  slower  growth  than  this 
year's  phenomenal  growth  in  color 
television.  His  favorite  is  RCA,  as 
much  because  of  upturns  in  Hertz  and 
NBC  as  because  of  TV  prospects. 

The  instrument  companies  can  look 
for  another  strong  25%  increase  in  vol- 
ume this  year,  say  analysts,  but  high- 
quality  stocks  like  Hewlett-Packard 
are  expensive  (around  55  times  earn- 
ings). Perhaps  that  doesn't  really  mat- 
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however  successful  commercially,  in- 
to superior  earnings  growth  is  exceed- 
ingly difficult— at  least  on  a  major 
scale.  Look  at  the  brutal  semiconduc- 
tor industry,  for  example.  In  the  best 
years  for  the  best  companies  it  is 
around  a  10%  pretax  business.  Nor  do 
most  semiconductor  companies  enjoy 
equal  profit  margins  in  the  faster- 
growing  integrated  circuit  field  (with 
certain  exceptions,  such  as  TI's  tran- 
<sistor-transistor  logic  circuits).  In- 
stead, they  get  their  earnings  from 
older  discrete  devices  and  other  busi- 
nesses. But  look  at  the  casualties  in 
semiconductors;  GE,  Westinghouse, 
RCA,  Philco-Ford,  Raytheon  and 
GT&E.  Trouble  is,  even  for  the  sur- 
vivors, replacement  by  more  advanced 
ICs  is  proceeding  at  such  a  pace  that 
the  domestic  growth  prospects  for  dis- 
crete are  virtually  nil  for  the  long-term. 

A  similar  pattern  persists  in  the 
electrical  equipment  field.  Electric 
utility  spending  on  new  generating 
equipment  has  doubled  in  the  past 
four  years  to  around  $9.2  billion  last 
year.  And  spending  is  expected  to  hit 
$16  billion  by  1985  or  sooner.  So  GE 
and  Westinghouse,  which  derive  at 
least  a  fourth  of  their  earnings  from 
power  and  generating  equipment, 
must  be  booming,  right? 

Well,  yes  and  no.  At  GE,  there 
have  been  sharp  profit  gains  from 
sales  of  older  types  of  equipment,  but 
until  this  year  these  have  largely  been 
offset  by  continuing  problems  in  fast- 
growing,       high-technology       nuclear 


ter,  one  analyst  theorizes.  "Many  in- 
stitutions prefer  historical  quality.  So 
the  instrumentation  company  stocks 
sell  at  multiples  that  reflect  that  dif- 
ference: Hewlett  at  50,  Perkin  at  45, 
Technology  at  40  and  Beckman  at  35. 
It's  the  relationship  between  those 
multiples  that  counts." 

More  cautious  investors  shouldn't 
overlook  the  electrical  equipment  in- 
dustry, says  Stephen  Milman  of  Smith, 
Barney.  "Here  is  the  market  at  an  all- 
time  high,  and  GE  and  a  lot  of  the 
other  equipment  companies  that  also 
have  record  earnings  are  still  selling 
under  their  all-time  high."  Big  as  it  is, 
GE  could  be  one  to  watch,  Milman 
feels.  "In  the  next  several  yean  there 
will  be  more  consistent  earnings 
growth  than  the  company  has  seen  in 
ten  years."  He  predicts  new  gains  in 
the  utility  business,  appliances  and 
industrial  equipment.  "Until  recentlj 
the  market  had  an  excessive  interest 
in  growth  stocks  and  low  Interest  in 
cyclical  issues.  Now  Investors  are 
broadening  tlieii  horizons  to  cove:  i 
range  of  investment-grade  cyclicals. 
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Why  Dallas  is  the  place  in  the  Southwest. 

If  you're  doing  business  in  the  Southwest, 
expect  to  do  a  lot  more  soon.  Because  a  new  threshold 
of  growth  is  about  to  be  crossed  mid-way  between 
Dallas  and  Fort  Worth. 

Twenty  minutes  from  either  city,  the  world's 
largest  airport  will  open  in  July,  1973.  At  maturity,  it 
will  have  225  passenger  gates.  But  equally  significant 
are  200  planned  air  cargo  gates.  For  they  will  give 
the  giant  Dallas-Fort  Worth  Regional  Airport 
the  capability  of  handling  as  much  cargo  as  any 
seaport  in  the  world. 

Why  First  National  is  the  bank  in  Dallas. 

First  in  Dallas  specializes  in  regional  banking 
services  for  national  and  international  corporations. 
For  over  70  of  Fortune  Magazine's  100  largest,  in  fact. 
Many  of  them  have  added  the  First  to  their 
bank  systems  for  the  same  reason  they  add  regional 
offices:  Control.  In  our  case,  control  of  cash. 

Starting  with  seven-day-a-week  postal  courier 
collections  and  over  700  regional  correspondent  banks, 
we  can  provide  receivable  collection  systems, 
data  transmission,  disbursements,  payroll  services, 
and  complete  credit  facilities. 

Why  you  should  talk  to  one  of  our  officers  now. 

It  takes  time  to  develop  a  banking  relationship. 
So,  we'd  like  to  start  now.  There's  more  to  tell  about 
First  National  Bank  in  Dallas.  And  about  the  growing 
Southwest.  Call  Senior  Vice  President  Bill  Breedlove 
at  (214)  749-4487.  Or  Ed  Townsend,  Senior  Vice 
President  for  National  Accounts,  at  749-4670. 


Adding  regional  service 
to  your  bank  system. 


National  Banking  Center 
for  the  Southwest. 


fiist 

NATIONAL  BANK 

IN  DALLAS 


NOW  LEASING  IN  DALLAS:  the  56-stor>  First  International  Bldg.  for  occupancy  first  quarter  1974.  P.O.  Box  603  I ,  Dallas.  Texas  7522? 

Member  FDIC 
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WHO 
WORK 


lowans  are  intelligent,  well-educated 
and  take  a  midwestern  pride  in  their 
work.    And    they    add    value    to   the 
products  they  make  —  over  $2,000 
more    value    annually,    per    worker, 
than  the  national   average. 
For  information,  send  this  coupon. 
Iowa  Development  Commission 
250  Jewett  Bldg.,  Dept.  Fb- 1 
Des  Moines,  Iowa  50309 
Please    send    me    information    of    in- 
dustrial opportunities  in  Iowa 

name 

PHONE 

FIRM  

ADDRESS 

I    CITY 
STATE ZIP 

®Iowe 

a  place  to  grow 
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equipment.  True,  the  big  losses  on 
nuclear  turnkey  contracts  are  largely 
over,  but  technical  problems  and  de- 
lays caused  by  environmentalists  and 
investigation  by  the  Atomic  Energy- 
Commission  still  keep  the  high-tech- 
nology end  of  the  business  marginal 
at  best.  A  growth  area?  GE's  large 
steam  turbine  division  installed  and 
placed  in  service  nearly  14  million 
kilowatts  in  the  first  six  months  of 
*1972,  compared  with  11  million  in  all 
of  1971.  And  while  GE  President  Regi- 
nald H.  Jones  said  he  was  "disap- 
pointed" that  GE  hadn't  been  chosen 
as  the  lead  manufacturer  on  the  first 
U.S.  "breeder"  nuclear  power  plant, 
he  noted  that  "breeders"  weren't  ex- 
pected to  become  commercially  prof- 
itable until  the  1990s  "at  the  earliest." 

The  nuclear  power  plant  delays 
have  also  been  a  disappointment  for 
companies  like  McGraw-Edison  and 
ITE  Imperial,  which  make  the  follow- 
on  transmission  and  distribution 
equipment.  "It's  sure  thrown  our  fore- 
casts off,"  says  McGraw  Chairman 
Raymond  Giesecke,  although  he  con- 
cedes that  McGraw's  flat  earnings 
since  1965  have  been  mostly  an  in- 
ternal problem.  "We  don't  expect  a 
significant  increase  in  our  end  of  the 
utility  business  until  1974  or  so." 

Glamour  products  are  also  subject 
to  cycles.  In  color  TV,  for  example, 
a  good  part  of  the  pent-up  demand 
from  consumers  who  postponed  such 
purchases  during  the  recession  has 
now  been  satisfied.  And  if  there  was 
price-cutting  last  year  with  demand 
up  25%  at  the  factory  level,  it's  bound 
to  grow  more  intense  this  year  if  de- 
mand grows  only  8%,  as  many  expect. 

True,  color  television  producers 
have  caught  up  with  and  in  some 
cases  surpassed  once-superior  Japa- 
nese technology.  That,  coupled  with 
the  dollar  devaluation,  caused  the 
Japanese  to  lose  market  share  last 
year— particularly  in  the  less  expen- 
sive private  label  area. 

It's  the  same  story  in  semiconduc- 
tors. Texas  Instruments,  Motorola  and 
Fairchild  should  have  a  gain  of 
around  10%  in  semiconductor  sales 
volume  this  year,  again  less  than  half 
of  last  year's  record  increase.  Trouble 
is,  capacity  will  more  than  double  in 
many  key  segments  of  the  booming 
integrated  circuit  field.  At  the  year's 
end,  industry  leaders  were  worrying 
audibly  about  possible  overcapacity— 
bad  news  for  also-ran  producers  like 
General  Instrument,  whose  earnings 
snapped  back  60%  in  1972's  first  six 
months.  Or  for  once  troubled  Fab 
child,  which  was  back  in  the  black 
for  three  successive  quarters. 

And  the  Japanese?  Last  year,  even 
in  the  most  advanced  areas,  thej  were 
perhaps  a  year  behind  the  U.S.  ■ 

FORBES,   JANUARY    1,    1973 


6  important  reasons 

for  spedfying 

All-Steel  furniture. 


1.  Quality  and  exceptional  design  are  traditional  in  All-Steel  furniture 
. . .  they  speak  for  themselves.  Modern  manufacturing  facilities  and 
production  techniques  result  in  product  value  that  says  compare. 


2.  Depth  of  product  lines.  All-Steel  is  a  full  line  major  manufacturer  of 
furniture  and  related  equipment  to  meet  any  office  environment  from 
the  mail  room  to  the  executive  suite. 


3.  Versatility  of  All-Steel  furniture  provides  for  interchangeability 

of  components  to  meet  the  requirements  of  today's  needs  and  tomorrow's 

changes. 


4.  Service  on  All-Steel  furniture  is  provided  by  a  network  of  2000 
stocking  dealers  from  coast  to  coast,  providing  sales,  installation  and 
back-up  service  on  All-Steel  furniture  . . .  your  small  town  branch  will  get 
the  same  attention  and  service  as  the  home  office. 


5.  Twenty-five  district  offices  are  staffed  with  professionals  to  provide 
assistance  in  planning  and  expediting  your  requirements.  There  are 
showrooms  in  New  York,  Chicago,  Los  Angeles,  and  Aurora. 

6.  Customer  acceptance  is  something  you  earn.  Here  at  All-Steel  we  are 
people  who  care  about  our  products,  our  service,  and  our  customers. 


-"We  would  like  the  opportunity  to  tell  you  more  about  how  you  can  benefit  with  All-Steel. 
Write  to  Department  GB,  Contract  Division,  Box  871,  Aurora,  Illinois  60507. 

All-Steel  Equipment  Inc.,  Aurora,  Illinois  60507.  In  Canada,  B.  K.  Johl,  Inc., 
Montreal,  Tbronto  and  Vancouver. 
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Chemicals 


When  the  strong  get  stronger, 
what  happens  to  the  weak? 
That  was  the  big  question 
as  the  chemical  industry 
recovered  last  year. 


The  chemical  industry  had  its  re- 
cession before  the  rest  of  the  econ- 
omy did.  Commencing  around  1967, 
there  were  nearly  five  years  of  low- 
prices,  overcapacity  and  huge  invest- 
ments that  were  failing  to  pay  their 
way.  It  was  bad  in  all  three  major 
areas:  plastics,  fibers  and  fertilizers. 
A  recovery  began  modestly  in  mid- 
1971  and  picked  up  strength  as  1972 
wore  on;  there  were  six  straight  quar- 


ters of  higher  earnings  for  most  of 
the  companies.  Operating  rates  were 
^estimated  at  77%  in  1971,  84%  in  1972 
and  seemed  headed  for  90%  in  1973. 

Last  year  Ethyl,  Dow,  Rohm  & 
Haas,  Witco  and  Hercules  had  record 
earnings.  Others,  like  Carbide,  turned 
in  their  best  earnings  reports  since  the 
industry's  record  years,  1965-66.  Du 
Pont's  earnings  were  over  $8  for  the 
first  time  since  1966— two  years  after 
its  General  Motors  stock  divestment. 

Will  business,  having  gotten  good 
again,  stay  good?  There  are  hopeful 
signs.  The  big  established  producers 
are  so  efficient  now  that  it  would  be 
dangerous  for  newcomers  to  try  to 
break  in;  this  should  be  a  brake  on 
future  overexpansion.  The  oil  com- 
panies, whose  massive  chemical  ven- 
tures caused  so  much  of  the  overca- 
pacity, have  their  own  troubles  now. 

Curiously  enough,  this  slowdown  of 
expansion  may  turn  out  to  be  a  break 
for   the   consumer.    Chances   are   that 


CHEMICALS:  Yarc 


of  Management  Performance 


PROFITABILITY 


GROWTH 


Company 


EQUITY 

f Rank >^ 

In  This       Among  All 
Percent     Industry      Companies 


-5-Year-Return  on- 


N 

TOTAL  CAPITAL 

f Rank ^ 

In  This       Among  All 
Percent   Industry     Companies 


Latest  12-Month 
Return  on  — — 

TOTAL 
EQUITY         CAPITAL 
Percent  Percent 


5- Year  Annual 
Sales  Growth 

f Rank > 

In  This        Among  All 
Percent    Industry      Companies 


5-Year  Annual 
Earnings  Per  Share  Growth 

/ Rank 


In  This 
Percent   Industry 


-N 


Among  All 
Companies 


Lubrizol 

22.5 

1 

33 

20.8 

1 

22 

19.7 

19.3 

10.7 

4 

285 

12.4 

1 

124 

Ethyl 

15.1 

2 

165 

8.3 

9 

374 

16.4 

9.0 

6.2 

10 

573 

7.4 

6 

239 

E  1  du  Pont 

14.5 

3 

190 

12.4 

2 

142 

14.2 

11.8 

5.1 

16 

629 

2.2 

11 

436 

Dow  Chemical 

14.2 

4 

207 

9.3 

6 

307 

18.4 

9.5 

9.5 

5 

362 

11.1 

2 

147 

Hercules 

13.1 

5 

273 

10.0 

4 

266 

14.1 

11.6 

6.1 

12 

577 

5.3 

7 

314 

American  Cyanamid 

12.6 

6 

303 

11.0 

3 

206 

12.2 

9.9 

6.8 

9 

535 

2.5 

10 

420 

Mama 

12.5 

7 

310 

9.7 

5 

282 

8.1 

59 

21.5 

1 

55 

—2.9 

18 

550 

Witco  Chemical 

11.8 

8 

351 

8.9 

8 

336 

11.9 

8.5 

6.1 

11 

575 

1.9 

12 

441 

Air  Prods  &  Chems 

10.8 

9 

409 

6.2 

17 

540 

10.7 

6.2 

14.6 

2 

137 

8.6 

3 

203 

Stauffer  Chemical 

10.4 

10 

438 

7.9 

10 

397 

10.1 

7.3 

4.4 

17 

656 

—1.4 

17 

520 

Thiokol  Chemical 

9.9 

11 

468 

7.9 

11 

398 

13.1 

9.9 

2.8 

22 

704 

8.5 

4 

205 

Union  Carbide 

9.6 

12 

491 

7.0 

13 

468 

10.0 

6.9 

3.9 

18 

672 

—0.6 

15 

505 

Rohm  &  Haas 

9.4 

13 

498 

9.2 

7 

316 

10.2 

8.7 

8.3 

7 

452 

2.9 

9 

405 

Cabot 

9.2 

14 

509 

7.7 

12 

412 

8.9 

7.1 

12.2 

3 

210 

7.8 

5 

230 

Monsanto 

8.4 

15 

558 

6.6 

14 

504 

9.4 

7.2 

5.6 

14 

607 

0.0 

14 

489 

Diamond  Shamrock 

7.9 

16 

573 

6.5 

15 

506 

7.9 

6.1 

6.1 

13 

579 

—6.1 

20 

598 

Allied  Chemical 

6.9 

17 

607 

4.9 

18 

641 

83 

5.5 

2.6 

24 

708 

0.9 

13 

460 

Air  co 

6.9 

18 

608 

4.7 

20 

653 

7.9 

4.9 

2.8 

23 

706 

—1.3 

16 

519 

Pennwalt 

6.7 

19 

614 

6.5 

15 

506 

5.6 

5.5 

8.5 

6 

433 

—12.5 

22 

657 

WR  Grace 

5.6 

20 

656 

4.9 

19 

642 

7.0 

5.5 

8.0 

8 

471 

— 4.8 

19 

576 

Inmont 

5.4 

21 

659 

3.9 

22 

685 

6.7 

5.3 

3.0 

21 

696 

—6.7 

21 

608 

Chemetron 

5.1 

22 

666 

4.7 

20 

653 

3.9 

3.5 

3.9 

19 

676 

—18.6 

23 

679 

Int  Minerals  &  Chem 

2.1 

23 

722 

3.0 

23 

714 

10.6 

6.6 

5.3 

15 

619 

4.3 

8 

350 

Celanese 

def 

24 

741 

1.6 

24 

737 

def 

def 

3.5 

20 

681 

P-D 

24 

715 

Industry  Medians 

9.5 

7.4 

10.1 

7.0 

6.1 

1.4 

Note:  Explanation  of  Yardstick  calculations  on 

page  105. 

def  -1 

deficit. 

P-D  Profit  to  deficit. 
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,  the  toy  or  the  concept? 


At  first  glance  it's  a  simplechild's 
toy.  Discs  with  holes  in  them,  and  a 
bunch  of  sticks. 

But  look  past  the  toy  to  the 
ways  these  pieces  can  be  put  to- 
gether, and  you  have  to  see  some 
spectacular  possibilities. 

So  with  Richmond  Corpora- 
tion. 

Individually,  we're  ten  solid, 
profitable,  but  not  unusual  com- 
panies. 

But  put  us  together,  and  the 


possibilities  for  unique  interchange, 
mutual  operating  economies  and 
amplified  cross-marketing  are  noth- 
ing short  of  spectacular. 

Richmond  Corporation. 

We're  a  financial  services  or- 
ganization with  combined  assets  of 
more  than  $1  billion  dollars.  Every- 
thing from  title,  personal  and  casu- 
alty insurance  to  mutual  fund  sales, 
mortgage  and  real  estate  leasing, 
sales,  development  and  manage- 
ment services,  investment  counsel- 


ing, and  computer  software  and 
facilities  management. 

While  one  of  our  companies  is 
developing  a  $50  million  environ- 
mental community,  another  is  fi- 
nancing it,  another  insuring  it. 

That's  our  concept  in  action. 
Our  earnings  prove  it's  working. 

RICHMOND 

CORPORATION 

Look  into  us  for  all  we're  worth. 


Richmond  Corporation.  914  Capitol  Street.  Richmond.  Virginia  23219/The  Life  Insurance  Company  of  Virginia/Lawyers  Title  insurance 
Corporation/Leatherby  Companies,  Inc. /Morton  G  Thalhimer.  Inc  /Insurance  Management  Corporation/Cooke  &  Bieler,  Inc  /First  Virginia 
Management  and  Research  Corporation/Richmond  Equivest,  Inc  /DANAC  Real  Estate  Investment  Corporation/Systems  Engineering  Corporation 


blished  companies  will  resist 
charging  what  the  market  can  bear 
even  it  price  controls  come  off.  The 
reason  is  simple:  If  profits  get  too 
high,  outsiders  might  again  be  tempt- 
ed  to  break  in.  Last  year  profits 
climbed  sharply  even  though  prices 
didn't.  So,  why  tempt  fate? 

Protectionist  moves  by  the  U.S. 
Government  were  a  big  help  to  our 
domestic  fiber  producers;  profits  of 
Japanese  fiber  makers  were  off  about 
508  last  year  and  Far  Eastern  fiber 
shipments  into  the  U.S.  were  down 
16%.  Another  boost  came  from  actions 
to  stem  the  flow  of  foreign-made  ap- 
parel. Will  domestic  fiber  makers  con- 
tinue to  prosper?  Ask  Uncle  Sam. 

It  was  a  happy  year  for  du  Pont 
in  more  ways  than  one.  The  dismal 
Curiam  failure  is  being  at  least  partly 
redeemed  by  du  Pont's  other,  less 
spectacular  new  products.  Example: 
Spunbonded  materials,  which  regis- 
tered $100  million  in  sales  last  year, 
landed  firmly  in  the  black.  All  in  all, 
products  introduced  in  the  last  ten 
years  account  for  nearly  20%  of  du 
Pont's  current  revenues,  with  many 
potential  earners  like  Qiana— a  silk- 
like nylon,  whose  sales  were  about 
$35  million— and  new  Fiber  B  tire  cord 
ready  to  make  big  profits.  Who  says 
research  no  longer  pays? 

There  remained  some  problem  com- 
panies. Monsanto  finally  got  the  new 
president  it  had  been  seeking  for  so 
long,  and  he  can  begin  tackling  the 
weaknesses  that  mar  Monsanto's  con- 


C/ofhes   From   Chemicals:  A 

Lycra    spandex    poolside    suit. 


siderable  strengths  in  agricultural 
chemicals,  plastics,  acrylics  and  ny- 
lon. The  weaknesses:  marketing,  new 
products,  phosphates,  polyesters. 

Celanese  had  big  problems:  Heavy 
write-offs,  sluggish  markets  in  acetate 
fibers  and  polyesters  and  a  heavy  debt 
burden  pushed  the  company  further 
into  the  hole.  In  this  setting,  its  high 
leverage  worked  against  it. 

In  fertilizers,  International  Miner- 
als &  Chemical  finally  was  crawling 
out  from  under  the  mess  that  resulted 
from  too  many  people  taking  too  seri- 
ously the  proposition  that  the  U.S. 
would  feed  the  world's  hungry  bil- 
lions. So  many  companies  rushed  in 
to  the  fertilizer  business,  and  so  much 
plant  was  built,  that  horrendous  over- 
capacity resulted.  But  weaker  produc- 
ers have  been  dropping  out,  little  new 
plant  is  being  built  and  demand,  if 
not  galloping,  is  at  least  trotting  along. 
IMC  reported  earnings  of  $1.64  for 
the  fiscal  year  that  ended  last  June, 
the  third  straight  year  of  recovery 
from  the  red-ink  figures  of  1969. 

Plastics  prices  were  better  last  year, 
and  this  was  considerable  help  to 
Dow,  Carbide,  Hercules,  Rohm  & 
Haas  and  Monsanto.  This  is  reflected 
in  the  big  percentage  gains  for  re- 
turns on  equity  and  capital  over  the 
last  year  for  these  companies. 

Summing  up,  things  were  good  and 
looking  better  in  chemicals  as  1972 
ended.  But  gone  were  the  days  when 
people  thought  of  this  as  an  industry 
that  could  walk  on  water.  ■ 


"\ 


Is  it  a  hangover  from  the  1970 
crash,  or  is  it  a  bias  reflecting  insti- 
tutional preferences?  We're  not  sure, 
but  it's  remarkable  how  many  analysts 
in  so  many  industries  are  emphasizing 
the  same  thing:  Buy  Quality.  Edward 
Giles  of  F.  Eberstadt  &  Co.  and  Peter 
Butler  of  Mitchell,  Hutchins  are  two 
chemical  analysts  who  rarely  agree, 
but  this  time  they  do.  Both  recom- 
mend pucting  money  in  the  chemical 
stocks  with  price/ earnings  ratios  of 
20  or  better.  Both  are  wary  of  the 
bargain  stocks. 

They  recommend  du  Pont,  Dow, 
Hercules,  Rohm  &  Haas.  Why?  Be- 
cause, they  argue,  these  companies 
have  built  such  solid  positions  in  spe- 
cial fields  that  they  can  make  money 
in  good  times  and  bad. 

But  what's  wrong  with  the  under 
20s?  "They're  all  taking  turns  falling 
on  their  faces,"  says  Peter  Butler,  an 
analyst  who  does  not  hedge  his  opin- 
ions with  "howevers"  and  "on  the  oth- 
er hands."  "Some  people  think  the 
economy  will  be  strong  enough  to 
take  Union  Carbide  along  with  it. 
That's  a  hell  of  a  way  to  buy  stocks. 


Vho  Needs  That  Kind  of  Grief? 

They're  saying  these  managements 
will  manage  to  hold  things  together 
through  a  few  strong  quarters  so  that 
the  buyers  will  be  able  to  dump  the 
stock  at  higher  prices  on  some  idiot. 
No  thanks.  I'll  stick  with  quality." 

"Wow!"  laughs  the  analyst  from  a 
very  famous  downtown  Manhattan  re- 
search firm  who  prefers  to  remain 
nameless.  "I  also  think  those  high 
multiple  choices  will  show  superior 
long-run  growth  records.  But  they 
look  fully  priced  to  me  now.  I  think 
the  more  cyclical  commodity  chemi- 
cals like  Allied  and  Carbide  are  buys 
just  on  potential  earnings  increases. 

"Chemicals  is  such  a  broadly  di- 
verse field  that  the  second-  and  third- 
ranked  companies  have  a  future,  too. 
Of  course,  these  are  a  play  on  cycli- 
cal earnings  just  as  automotive  stocks 
are.  The  fact  remains:  The  second- 
and  third-ranked  chemical  companies 
should  go  up  with  their  earnings." 

And  what  about  the  really  big 
question:  Where  will  the  maverick 
analyst  find  the  buyers  for  these  sec- 
ondary companies  after  their  earnings 
have  risen?  "Institutions,"  our  anony- 


// 


mous  analyst  smiled.  "Their  buying 
has  been  so  restricted  in  almost  every 
industry  to  quality  companies  that 
they  will  become  overvalued  unless 
the  buying  spectrum  broadens.  1 
think  it  has  to." 

Pete  Butler  listens  to  this  argument 
but  still  sticks  with  his  quality  stocks: 
"Today  people  complain  if  earnings 
are  even  a  few  cents— a  few  cents— 
off  estimates  in  a  single  quarter.  But 
what  if  one  of  those  low  P/E  chem- 
ical stocks  should  suddenly  report 
plant  troubles  and  be  off  30  cents? 
Who  needs  that  kind  of  grief?" 

A  development  late  in  the  year 
showed  how  strong  was  the  Cult  ol 
Quality.  Du  Pont  announced  it  was 
expecting  a  flat  third  quarter  (actual 
ly  it  raised  earnings  by  a  tiny  5  cents). 
After    the    announcement,    du    Ponl 

stock  slipped  a  bit  over  the  ne\l   lew 

weeks.  But  so  did  Carbide!  Its  stock 
dropped  almost  10%  although  it  came 
in  with  a  record  third  quarter.  People 
seemed  to  think  that  if  du  Ponl  bit 
cuped,  Carbide  would  have  a  heart 
attack.  Not  likely,  but  that's  the  mood 
the  stock  market  was  in. 
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The  1973 
Continentals. 

Designed  to  ride  and 
handle  even  better 

than  our  72  s. 

Which  rode  and 

handled  even  better 

than  the  other 

luxury  car. 


Serious,  carefully  engineered  machines.  We  believe 
that  in  1973  the  Continentals  will  deliver  the  most  out- 
standing performance  on  the  American  road,  just  as 
they  did  in  1972  in  riding  and  handling  tests  against  the 
other  luxury  car. 

The  ride. 

In  the  Continentals'  ride,  there  is  a  deep,  deep  quiet, 
a  quality  achieved  from  almost  incredible  attention  to 
details  of  insulation  throughout  the  automobile:  from 
the  smallest  rubber  washers  to  carpeting  approximately 
one-half  inch  thick. 

The  Continental  has  one  of  the  widest  stances  of 
any  American  automobile,  which  contributes  to  the 
unequalled  stability  of  its  ride.  Standard  equipped  steel- 
belted  radial  ply  tires  provide  their  share  of  that  smooth, 
even,  steady  ride. 

And  then,  handling. 

The  entire  suspension  geometry  contributes  to  the 
sensitivity  of  its  handling  characteristics.  In  turn,  those 
handling  characteristics  assure  exceptionally  steady 
cornering,  and  controlled  turns,  virtually  without  sway. 

There  is,  naturally,  still  more.  In  order  to  measure 
up  to  our  reputation  for  producing  the  finest  luxury  cars 
on  the  American  road,  proven  in  the  1972  road  tests, 
we  cannot  allow  the  smallest  detail  of  design  or 
construction  to  go  unnoticed.  Test  drive  one  of  our 
Continentals  and  you  will  see  and  feel  for  yourself  that, 
indeed,  we  have  not. 


LINCOLN  CONTINENTAS 
CONTINENTAL  MARK 


JSTRATEO:  CONTINENTAL  MARK  IV  WITH  SILVER  LUXURY  GROUP  OPTION,  ANO 
COLN  CONTINENTAL  TOWN  CAR. 


LINCOLN-MERCURY  DIVISION 


I  nside  Stage  II  at  Gulf +Western , 
here's  another  way  to  spell  growth. 
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SERVICES  is  the  fastest  growing  segment  of  the  econ- 
nomy,  and  not  surprisingly,  of  G  +  W.  In  fact,  our  Services 
companies  are  making  the  largest  single  contribution  to 
our  operating  income. 

Take  the  rapidly  increasing  financial  needs  of  people, 

and  businesses.  That's 
where  we  come  in 
with  Associates 
Corporation  of 
North  America. 
It's  one  of  the 
principal  compa- 
nies in  consumer  and 
commercial  lending,  and  the 
largest  segment  of  our  Services 
group.  Last  year  Associates  Corporation 
made  more  than  half  a  million  loans- 
financing  everything  from  consumer  loans 
for  boats  to  business  loans  for  modernizing 
factories— from  loans  for  college  tuition  to 
equipment  leasing. 

Insurance?  G  +  VV  companies  such 

as  Capitol  Life  Insurance  Company, 

Emmco  Insurance  Company  and  Providence 

Washington  Insurance  Company  offer  just  about 

everything.  Life,  accident  and  health,  automobile, 

marine,  travel,  and  homeowner  protection  plans.  They 

have  all  shown  solid  growth. 

Or  consider  A. P.  S.,  Inc.  which  operates  the  American 
Parts  System,  a  major  factor  in  the  auto  replacement  parts 
business.  With  the  whole  country  on  wheels,  this  non- 
cyclical  multi-billion  dollar  market  is  a  dependable  source 
of  profits  year-in,  year-out,  good  times  and  bad.  And  the 
number  of  3-10  year  old  cars  on  the  road  will  increase  in 
the  next  5  years.  Today,  our  "Big  A"  jobbers  supply  serv- 
ice stations,  garages  and  repair  shops  across  the  nation. 
A.P.S.'s  warehouses  carry  over  100,000  different  indi- 
vidual parts. 

Let's  put  the  big  five  together.  Services  +  Consumer 
Products  +  Leisure  +  Natural  Resources  +  Industrial 
Markets  =  Substantial  Growth  and  Flexibility  in  Asset 
Management.  That's  Gulf  +  Western.  Stage  I  was  our 
development  of  a  solid  base.  Now,  with  Stage  II,  we're 
growing  internally  to  serve  the  expanding  needs  of  these 
five  consumer  and  industrial  areas. 


For  our  annual  report,  write:  Dept.  of  Investor  Rela- 
tions, Gulf+  Western  Industries,  Inc.,  I  Gulf+  Western 
Plaza,  New  York,  N.  Y.  10023. 


Gulf+Westem 
STAGE! 


Your  new  building  can 
do  a  lot  to  enhance  your  image. 
With  customers.  With  employees. 
With  everyone. 

And  with  a  Butler  building, 
you  can  have  the  image  you  want. 
Because  we  offer  more 
building  systems  to  choose  from — 
plus  options  like  overhangs, 
fascia,  wall  and  roof  systems, 
doors,  windows  and  a  host  of  other 
contemporary  accessories. 


Look  your  best 


So  to  look  your  best, 
look  to  Butler. 

Call  your  Butler  Builder®. 
He's  listed  in  the  Yellow  Pages 
under  "Buildings,  Metal". 
Or,  if  you're  not  quite  ready 
to  start  moving  dirt,  write  for 
this  free  brochure  full  of 
colorful  examples  of  how  others 
have  made  excellent  use  of 

Butler  buildings. 
Butler  Mfg.  Co., 
BMA  Tower, 
Dept.  B-39, 
Kansas  City, 
Missouri 
64141. 


It  you're 

reafry  serious 

about  bufcfrig... 


Builda  Butler 
Butdng 


27919 


Build  a  Butler  Building 

'butler^ 

Serving  building  needs  internationally,  with  plants  and  offices  in  the  United  States.  Canada.  Mexico  and  the  United  Kingdom 


Finance 


Bankers  would  have  done  better 

putting  their  money  in  bank 

stocks  last  year. 


Despite  their  extraordinary  five-year 
record,  for  the  second  straight  year 
bank  earnings  growth  has  been  sub- 
par,  especially  compared  with  its 
torrid  rise  in  the  late  Sixties.  Earnings 
barely  advanced  in  1971  and  should 
be  up  only  5%  or  so  in  1972,  a 
paltry  performance  vis-a-vis  the  rest 
of  American  industry. 

And  bank  stocks?  That's  where  the 
action  was  and,  according  to  many 
analysts,    still    is     {see    box).    While 


earnings  sputtered  and  stalled,  many 
bank  equities  soared  like  conglomer- 
ates of  yesteryear.  The  Schapiro  in- 
dex of  bank  stocks  was  up  29%  be- 
tween January  and  October,  the 
Standard  &  Poor's  "regional"  index  of 
bank  stocks,  31%  and  S&P's  New 
York  bank  stock  index,  29%. 

The  explanation  for  the  anemic 
earnings  rise  is  simple  enough:  Banks 
had  to  absorb  reductions  in  yields  on 
loans  and  investments.  The  prime  rate 
in  1972  dropped  roughly  8%  from 
1971,  in  turn  28%  below  1970.  Lower 
returns  on  assets  more  than  offset  the 
expansion  in  volume. 

True,  there  were  reductions  in  the 
cost  of  funds,  but  in  banking,  the  two 
don't  pair  off.  There  is  a  five-  to  six- 
month   lag  before  the   bottom   in  in- 
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Unionamerica 

15.7 

1 

135 

13.2 

4 

108 

21.2 

12.9 

38.6 

1 

13 

23.4 

3 

30 

First  Penna  Corp 

15.7 

2 

13a. 

15.1 

1 

70 

16.3 

13.9 

21.9 

4 

52 

15.2 

8 

88 

Wachovia 

15.3 

3 

150 

11.1 

13 

199 

13.8 

9.9 

27.2 

2 

33 

6.3 

22 

282 

First  Bank  System 

15.2 

4 

157 

14.3 

2 

83 

20.1 

15.3 

12.7 

15 

192 

20.6 

5 

45 

Franklin  N  Y  Corp 

14.7 

5 

180 

11.3 

12 

196 

8.7 

7.5 

9.8 

26 

337 

0.4 

27 

477 

Bank  of  New  York 

14.3* 

6 

197 

11.4$ 

9 

182 

13.4 

11.7 

9.9 

25 

334 

5.8 

24 

299 

BankAmerica  Corp 

14.0 

7 

224 

14.0 

3 

87 

14.1 

13.9 

9.8 

27 

338 

9.3 

14 

182 

First  Charter  Fin 

14.0 

7 

224 

13.1 

5 

109 

20.0 

15.4 

14.2 

9 

150 

32.6 

1 

18 

Marine  Midland  Banks 

13.2 

9 

268 

10.0 

18 

260 

11.8 

88 

10.0 

24 

324 

6.8 

20 

262 

First  Natl  City  Corp 

13.0 

10 

281 

10.4 

17 

247 

18.8 

12.8 

23.6 

3 

45 

20.8 

4 

43 

Crocker  Natl  Corp 

12.7 

11 

296 

9.9 

19 

267 

11.9 

8.9 

11.3 

22 

254 

8.3 

16 

215 

Northwest  Bancorp 

12.6 

12 

306 

11.5 

8 

180 

13.4 

11.4 

12.1 

18 

216 

11.5 

11 

143 

Mfrs  Hanover  Corp 

12.4 

13 

317 

11.4 

10 

184 

14.7 

9.6 

11.4 

20 

242 

12.3 

9 

127 

Nat  Banfe  of  Detroit 

12.2 

14 

325 

11.1 

14 

200 

11.4 

10.2 

12.3 

17 

208 

9.9 

12 

164 

J  P  Morgan  &  Co 

12.2 

15 

328 

10.9 

15 

213 

14.6 

12.2 

12.8 

14 

189 

16.5 

7 

76 

Sec  Pac  Nat  Bank  Cal 

12.2 

16 

329 

11.5 

7 

179 

12.1 

10.8 

13.1 

13 

180 

9.2 

15 

185 

Western  Bancorp 

12.0 

17 

340 

10.5 

16 

237 

11.1 

9.1 

12.1 

19 

218 

9.4 

13 

178 

Continental  Illinois 

11.4 

18 

372 

11.5 

6 

177 

13.7 

14.0 

17.6 

6 

83 

11.7 

10 

139 

First  Natl  Boston 

11.4 

19 

376 

11.4 

10 

184 

10.8 

10.8 

13.5 

12 

169 

6.0 

23 

293 

Chase  Manhattan 

11.1 

20 

391 

9.1 

24 

326 

11.7 

8.9 

16.1 

7 

111 

7.8 

17 

231 

Bankers  Trust  N  Y 

11.1 

21 

392 

9.8 

21 

278 

11.6 

9.8 

14.5 

8 

142 

7.1 

18 

252 

First  Chicago  Corp 

10.8 

22 

412 

9.9 

20 

269 

14.4 

9.2 

21.7 

5 

53 

19.1 

6 

57 

Chemical  New  York 

10.4 

23 

438 

9.5 

22 

294 

10.0 

8.8 

12.4 

16 

203 

6.8 

19 

260 

Wells  Fargo 

10.2 

24 

452 

8.7 

25 

352 

10.3 

8.8 

14.1 

10 

154 

3.8 

25 

373 

Charter  N  Y 

9.4 

25 

498 

7.8 

26 

406 

8.3 

7.6 

11.2 

23 

265 

0.5 

26 

476 

Mellon  Natl  Bank 

9.4 

26 

500 

9.4 

23 

299 

8.9 

8.9 

11.4 

21 

249 

6.5 

21 

272 

H  F  Ahmanson 

•• 

•• 

4.6 

14.5 

14.1 

11 

157 

27.1 

2 

23 
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Note:  Explanation  of  Yardstick  calculations  on  page  105.         tFour-year  average. 
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teres!  rates  is  reflected  by  a  bottom 
in  loan  margins.  Interest  rates  reached 
their  nadir  early  in  1972,  simply  not 
early  enough  to  bail  out  the  banks 
for  the  \  ear. 

Most  \r\\  York  banks,  the  so-called 
money  hanks,  would  prefer  to  forget 
1972.  Their  clients  are  predominant- 
ly the  mammoths  of  business,  and  in 
1972  the  mammoths  weren't  borrow- 
ing. The  reason:  Frightened  by  the 
credit  crunch  of  1969-70,  these  com- 
panies stocked  up  on  cash  through 
equity  offerings,  bonds,  debentures, 
commercial  paper.  By  every  way,  that 
is,  except  bank  loans.  Moreover,  with 
the    restrictions    on    dividends,    these 


companies  could  keep  most  of  their 
fantastic  profit  increases  instead  of 
sending  them  out  to  stockholders. 
Cash  flows  were  flush,  which  left  the 
banks  out  in  the  cold.  Chase  Manhat- 
tan, Bankers  Trust,  Charter  N.Y.  all 
went  through  a  rough  12  months. 

But  there  were  exceptions.  First 
National  City  had  an  increase  of  over 
15%  in  earnings,  thanks  primarily  to 
its  overseas  operations  (yielding  al- 
most half  of  net).  J. P.  Morgan  &  Co.'s 
earnings  were  also  up  nicely,  though 
not  as  nicely  as  Citibank's,  because 
its  foreign  component  isn't  as  large 
as  Citibank's. 

First   Chicago   and   Continental   Il- 


linois also  had  plush  years.  Foreign 
earnings  helped,  but,  unlike  their 
New  York  cousins,  the  Chicago  banks' 
customers  are  not  chiefly  the  blue 
chips  and  the  giants.  These  banks 
have  many  more  commercial  accounts 
of  moderate  size  which  are  not  in 
the  comfortable  cash  positions  of  their 
bigger  brethren. 

The  concept  that  a  bank  holding 
company  would  be  more  stable  than 
a  mere  bank  worked  last  year.  Wa- 
chovia Corp.'s  bank  earnings  declined, 
but  were  offset  by  an  earnings  rise 
of  American  Credit,  its  finance  com- 
pany. First  Pennsylvania's  profits  in 
1971    were    substantially    helped    by 
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Combined  Insurance 

26.2 

1 

19 

25.3 

1 

8 

20.2 

20.2 

15.0 

11 

129 

15.6 

14 

85 

Govt  Employees  Ins 

21.0 

2 

48 

21.6 

2 

17 

23.1 

23.3 

17.3 

7 

89 

17.6 

13 

70 

Merrill  Lynch  P  F  S 

19.2 

3 

63 

18.7 

4 

32 

16.8 

16.6 

13.1 

18 

182 

7.1 

31 

250 

American  Intl  Group 

17.lt 

4 

101 

19.3f 

3 

29 

17.3 

18.9 

18.2 

6 

78 

21.7 

6 

38 

Ohio  Casualty 

16.7 

5 

107 

16.7 

5 

50 

21.6 

21.1 

14.5 

13 

141 

23.0 

5 

32 

Household  Finance 

16.5 

6 

112 

7.3 

31 

454 

16.2 

7.2 

16.4 

8 

106 

5.9 

36 

297 

Investors  Div  Serv 

16.3 

7 

117 

12.0 

14 

161 

16.4 

10.5 

4.4 

41 

655 

8.4 

28 

209 

Beneficial  Corp 

16.1 

8 

125 

6.3 

35 

535 

18.8 

6.3 

5.7 

37 

601 

8.8 

27 

198 

Sears,  Roebuck 

14.7 

9 

179 

12.7 

10 

128 

14.5 

12.7 

7.5 

33 

492 

9.0 

26 

191 

Franklin  Life  Ins 

14.5 

10 

187 

14.5 

7 

77 

15.2 

15.1 

5.1 

40 

628 

7.3 

30 

245 

American  Express 

13.6 

11 

242 

12.9 

9 

122 

15.2 

13.6 

10.3 

24 

305 

14.6 

16 

96 

CIT  Financial 

13.1 

12 

271 

5.3 

38 

616 

13.3 

6.2 

—7.2 

43 

768 

6.6 

34 

268 

Richmond  Corp 

13.0 

13 

276 

13.6 

8 

94 

16.3 

16.3 

10.2 

25 

313 

14.5 

17 

97 

USLIFE 

12.8 

14 

294 

15.4 

6 

64 

17.1 

17.2 

24.1 

3 

42 

12.7 

19 

117 

General  Reinsurance 

12.5 

15 

307 

12.5 

11 

135 

14.3 

14.3 

13.4 

17 

171 

24.1 

4 

29 

Southwestern  Life 

12.4 

16 

314 

12.4 

12 

141 

13.1 

13.2 

9.3 

28 

386 

7.0 

33 

256 

Provident  National 

12.1 

17 

332 

12.2 

13 

150 

12.6 

12.6 

14.0 

14 

160 

10.6 

23 

157 

NLT 

11.2 

18 

388 

11.0 

15 

206 

14.4 

11.1 

7.1 

35 

512 

12.7 

19 

117 

Safeco 

11.0 

19 

395 

10.9 

16 

215 

16.3 

16.2 

18.7 
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74 

18.9 

10 

58 

Connecticut  General 

10.9 

20 

401 

10.5 

19 

239 

13.9 

13.9 

11.4 

22 

246 

12.4 

21 

123 

Federal  Natl  Mort  Assc 

10.9 

21 

406 

5C 

21.0 

3.9 

37.8 

2 

16 

37.1 

2 

15 

Lincoln  Natl  Corp 

10.5 

22 

427 

10.8 

18 

221 

11.8 

11.8 

14.7 

12 

135 

7.1 

32 

251 

American  General 

10.3 

23 

445 

10.8 

17 

220 

11.0 

10.9 

12.8 

19 

188 

3.1 

37 

401 

St  Paul  Companies 

10.2 

24 

448 

10.2 

20 

253 

12.4 

12.4 

13.9 

15 

162 

18.5 

12 

62 

American  Investment 

9.8 

25 

478 

4.2 

40 

672 

7.8 

4.0 

5.3 

38 

617 

—8.2 

•  41 

624 

Jefferson-Pilot 

9.8 

26 

481 

9.7 

22 

282 

10.5 

10.4 

7.3 

34 

502 

9.9 

24 

166 

Chubb 

9.3 

27 

504 

9.6 

23 

288 

12.4 

12.1 

15.4 

10 

122 

18.8 

11 

60 

CNA  Financial 

9.2 

28 

508 

9.8 

21 

272 

12.2 

12.9 

10.5 

23 

295 

9.6 

25 

174 

Avco 

8.8 

29 

525 

6.2$ 

36 

538 

7.8 

5.4 

5.3 

39 

621 

—9.0 

42 

632 

Aetna  Life  &  Caslty 

8.6 

30 

542 

8.7 

25 

352 

13.9 

14.0 

9.7 

26 

345 

19.9 

8 

50 

Washington  Natl  Corp 

8.5 

31 

545 

8.9 

24 

339 

9.5 

9.5 

9.0 

29 

400 

—2.4 

40 

540 

Transamerica 

8.5 

32 

547 

6.3 

34 

529 

9.2 

4.4 

11.8 

20 

227 

1.2 

39 

454 

Travelers 

8.2 

33 

561 

8.0 

26 

385 

12.4 

11.4 

8.5 

31 

428 

15.0 

15 

91 

National  General 

8.1 

34 

562 

5.3 

38 

616 

11.2 

5.8 

45.7 

1 

6 

31.4 

3 

20 

INA 

7.3 

35 

592 

7.5 

28 

433 

10.3 

10.4 

13.7 

16 

165 

19.3 

9 

54 

U  S  Fidelity  &  Guar 

7.3 

36 

596 

7.3 

29 

446 

8.8 

8.7 

8.5 

32 

430 

12.0 

22 

134 

Crum  &  Forster 

7.2 

37 

598 

7.6 

27 

426 

10.6 

11.8 

15.6 

9 

117 

21.3 

7 

42 

Gr  Western  Financial 

7.0 

38 
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42 
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38 
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Republic  developed  a 

new  steel  for  gear  makers 

who  don't  want  to 

chew  up  profits. 

Until  now,  high  speed  gear  cutters 
for  the  huge  automotive  and  off-highway 
equipment  markets  had  to  cut  gears  from 
conventionally  deoxidized  fine  grained  steel. 

This  steel,  unfortunately,  is  laced 
with  naturally  abrasive  oxide  inclusions. 

Tiny  but  tough,  these  oxides  chew  up  hard,  high  quality 
cutting  tools.  (And  when  you  chew  up  cutting  tools,  you  chew  up  profits.) 

While  many  steel  companies  worked  to  develop  harder 
steels  for  cutting  tools,  Republic  developed  an  alternate  approach: 
improve  the  steel  being  cut. 

Our  solution  is  a  unique  calcium  deoxidation  process  to  produce  the 
fine  grained  steel  that  gear  makers  use.  But  with  one  major  difference. 
Calcium  deoxidation  reduces  the  abrasiveness  of  oxide  inclusions. 

We  call  our  improved  machining  steel  Cal-DeOx*.  And  gear  makers 
already  using  it  report  tool  life  as  much  as  doubled. 

Cal-DeOx  is  another  good  example  of  how  we  think. 

We  specialize  in  new  steels  to  solve  old  problems.  That's  one  reason 
we're  called  the  new  steel  company.  If  you  want  to  keep  up-to-date  on  this 
kind  of  new  thinking,  write:  Republic  Steel  Corporation, 
Cleveland  OH  44101. 

New  developments  from  the  new  steel  company. 

Republic 


*A  trademark  ol  Republic  Steel  Corporation 


i  his  rise  in  Associated 
Mortgage,  the  country's  third-largest 
mortgage  banker;  earnings  of  the 
hank  itself  faltered.  In  1972  Asso- 
:  s  profits  slumped  while  the 
hank's  went  up. 

However,  the  holding  company 
was  not  for  everyone.  Unionamerica 
announced  that  it  was  spinning  off 
its  bank,  claiming  bank  holding  com- 
pany regulations  were  too  strict. 

While  declining  interest  rates  hurt 
hanks,  they  helped  other  moneylend- 
ers. Personal  loan  outfits  charge  the 
maximum  rate  permissible  by  state 
law,  which  means  they  have  no  lee- 
way when  money  costs  them  more; 
conversely,  lower  borrowing  costs 
bring  higher  returns.  Household  and 
Beneficial,  the  two  biggest  personal 
lenders  around,  had  excellent  years, 
with  Household  returning  a  lofty  21.2% 
on  equity  and  Beneficial  18.9%.  CIT 
Financial's  personal  loan  profits  were 
up,  helped  by  a  decline  in  loan  losses 
which  saved  $4.6  million  in  the  first 
nine  months  of  this  year. 

The  life  insurance  companies  had 
an  above  average  growth  in  earnings. 
New  purchases  of  ordinary  life  in- 
creased 11%.  For  the  third  consecu- 
tive year,  mortality  experience,  an  un- 
stable factor,  was  favorable.  Beturns 
on  investments  continued  to  improve 
as  companies  turned  over  their  older 
bonds.  Another  plus  was  the  increas- 
ing profitability  of  such  noninsurance 
subsidiaries  as  real  estate. 

The  financial  bete  noir  of  these 
companies,  group  accident  and 
health  insurance  (Connecticut  Gen- 
eral lost  over  $30  million  on  it  in 
1970),  made  solid  progress  thanks  to 
more  realistic  pricing,  moderation  in 


1 p 

HIGH  INTEREST  IN  BANKS 

Though  recent  earnings  have 
been  treading  water,  bank  stock 
averages  have  soared,  leaving 
the  Dow  Jones  in  the  dust.  In- 
vestors are  banking  on  rising  in- 
terest rates  to  shake  off  earnings 
lethargy. 


the  rise  of  medical  costs  and  lower 
rate  of  utilization  of  medical  care  fa- 
cilities. Some  companies,  like  Aetna 
and  Connecticut  General,  should  soon 
be  in  the  black  on  group  accident  and 
health,  and  others  later  in  1973. 


The  fire  and  casualty  companies 
continued  their  extraordinary  turn- 
around of  1971.  Hurricane  Agnes 
produced  insured  losses  of  $108  mil- 
lion, hurting  INA  and  Chubb.  But 
those  losses  are  a  trifle  compared  with 
the  catastrophic  losses  the  industry 
suffered  in  1969  ($346  million)  and 
1970  ($450  million). 

Auto  accident  and  fire  losses,  while 
on  the  uptrend  in  1972,  were  still 
below  the  pre- 1971  level.  Moreover, 
rate  increases  came  on  line  in  1972 
that  had  been  approved  before  the 
freeze  and  controls. 

Other  helps  were  higher  deducti- 
bles, the  new  catastrophe  reserves 
some  companies  set  up  to  shield  them- 
selves from  extraordinary  hurricane 
damagj  and  increasingly  sophisticat- 
ed computerized  information  to  pro- 
duce better  pricing. 

Companies  like  Ohio  Casualty,  Safe- 
co and  St.  Paul  Cos.  had  hefty  earn- 
ings increases  and  higher  returns  on 
equity  than  their  five-year  average. 
Diversified  concerns,  such  as  Con- 
necticut General  and  Travelers,  were 
aided  by  improved  results  in  their 
casualty  divisions.  Even  Continental 
Corp.,  which  has  had  the  Diners'  Club 
albatross  around  its  neck  since  1970, 
showed  smart  gains. 

Lower  cost  money  was  instrumental 
in  boosting  the  earnings  of  Leasco, 
Avco  and  Transamerica,  all  of  which 
are,  in  one  way  or  another,  in  the 
business  of  borrowing  wholesale  and 
lending  at  retail. 

All  in  all,  it  was  enough  to  create 
a  kind  of  boom  psychology  around  fi- 
nancial stocks.  So  much  so  that  the 
bank  stocks  went  up  even  though 
their  earnings  hardly  budged.  ■ 


Will  Money  Stocks  Keep  Making  Money? 


This  whole  industry,  especially  banks, 
used  to  be  dull,  dull,  dull.  But  it  takes 
only  a  bit  of  prosperity  for  analysts 
to  see  prosperity  lasting  forever.  So 
it  is  not  surprising  that  for  many  an- 
alysts the  bank  stocks  are  now  close 
to  being  glamour  stocks.  Perhaps 
"glamour"  isn't  the  right  word.  But  at 
the  very  least,  they  have  become 
mighty  good-looking. 

True,  earnings  were  sluggish  last 
year,  but  sluggish  at  a  pretty  high 
level.  Citing  rising  interest  rates  and 
increased  loan  demand  (due  to  rising 
business  inventories  and  increased 
capital  spending),  David  Rothgabcr 
of  Goldman,  Sachs  says,  "The  mar- 
ket has  been  buying  banks  on  the 
basis  of  a  better  73." 

Even  if  the  Government  dampens 
the  rise  in  interest  rates,  banks  should 
do  well.  Predicts  Warren  Marcus,  a 
partner  at  Salomon  Bros.,  "If  the 
prime  rate  averages  6%,  we  estimate 


increased  earnings  for  the  industry 
of  10%  to  12%." 

But  not  all  banks  will  move  the 
same  in  the  stock  market.  Says  George 
Salem  of  Burnham  &  Co.,  "It  would 
be  a  mistake  to  purchase  bank  stocks 
across  the  board." 

The  apple  of  analysts'  eyes  is  in- 
variably First  National  City.  Last 
year  Chairman  Walter  Wriston  pre- 
dicted that  Citibank's  earnings  would 
rise  at  a  compounded  rate  of  15%  for 
the  next  five  years.  Analysts  thought 
Wriston  knew  whereof  he  spoke,  and 
still  do.  Says  Burnham's  Salem,  "We 
are  a  believer  in  that  growth  rate  and 
feel  that  it  could  even  turn  out  to  be 
conservative.  We  believe  First  Na- 
tional City  is  rapidly  becoming  the 
IBM  for  the  commercial  banking  and 
financial  services  businesses." 

Analysts'  other  bank  favorites  in- 
clude Bank  of  America,  First  Chicago, 
Continental    Illinois    (though    it    lost 


luster  alter  third-quarter  earnings 
were  below  analysts'  estimates),  Firs! 
Pennsylvania  and  J. P.  Morgan  &  Co. 

When  it  comes  to  "regionals,"  an- 
alysts are  almost  unanimous  in  their 
praise  of  NCNB,  holding  company 
for  the  North  Carolina  National  Bank 
("Their  disclosure  of  information  is 
unmatched,"  says  Marcus),  and  Citi- 
zens &  Southern.  Analysts  also  have 
their  eyes  on  Florida  and  Texas  as 
homes  of  hot  slocks  in  banking. 

For  life  insurance  companies,  1973 
could   be   a   good   year,    analysts    be- 
lieve—if the   favorable    mortality    ex 
perience  of  recent  years  continues. 

When  they  peer  beyond  1973, 
most  analysts  become  almost  ecstatic 
about  life  insurance.  They  believe  the 
most  favorable  factor  is  demographic. 
People  in  the  25-  to  35-year-old  age- 
group  account  for  a  third  ol  new  life 
insurance  sales.  In  the  Sixties  lli.il 
population    segment    grew     onl\      L1X. 
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In  the  Seventies,  it  is  slated  to  jump 
45%.  Says  Don  Franz  Jr.  of  Midden- 
dorf,  Colgate,  "That  means  that  pre- 
mium income  will  move  from  an  av- 
erage growth  of  8M%  to  over  10%  on 
these  demographics  alone." 

Other  factors  are  rising  yields  as 
old  bonds  turn  over,  and  the  advent, 
probably  next  year,  of  standard  ac- 
counting practices.  "Companies  that 
write  large  volumes  of  new  business 
will  no  longer  be  penalized  as  they 
are  now  under  present  statutory  ac- 
counting," says  one  analyst.  Adds 
Franz,  "This  will  provide  a  uniform 
and  comparative  measure  of  earnings, 
thus  increasing  these  stocks'  appeal 
to  the  average  investment  manager." 

Life  insurance  companies  could  also 
get  premium  growth  from  new  prod- 
ucts such  as  variable  life,  variable 
annuities,  split  life  and  life  insurance 
sold  with  REITs. 

"These  four  policy  forms,"  says 
Franz,  "are  the  major  new  products 
of  the  Seventies  whose  potential  has 
yet  to  be  fully  realized." 

An  additional  bullish  ingredient, 
claims  Franz,  "would  be  the  develop- 
ment of  subsidiaries,  which  may  not 
be  too  significant  in  overall  earnings, 
but  do  lend  a  flavor  to  the  company 
which  attracts  investor  attention." 
One  example  is  NLT's  (National  Life 
&  Accident)  Opryland  U.S.A.,  an 
amusement  park  in  Tennessee. 

The  turnaround  for  fire  and  casual- 
ty has  lasted  longer  than  most  an- 
alysts anticipated.  The  turnaround, 
the  result  primarily  of  external  factors 
such  as  weather,  the  lessening  of  in- 
flation and  rate  relief,  does  not  mean 
that  these  companies  are  no  I 
longer  cyclical.  ^ 

However,  says  one  analyst,  "Thanks 
to  improved  managerial  techniques, 
the  cycles  may  not  be  as  violent  as  in 
the  past,  when  the  combined  ratio 
could  swing  from  98%  to  105%." 

For  writers  of  private-line  auto- 
mobile insurance,  which  include  most 
majors,  there  is  a  cloud  on  the  horizon. 
One  reason  for  the  industry's  1971 
turnaround  was  the  rate  increases 
granted  in  1970  (13.7%)  and  1971 
(11.6%).,;  But  rate  increases  came 
more  slowly  as  1972  wore  on.  Be- 
tween October  1971  and  October 
1972  rates  actually  slipped  1.5%. 
Moreover,  economic  losses  from  traf- 
fic accidents  were  up  16.4%  in  the 
first  eight  months  of  the  year.  "This 
could  be  ominous  for  the  major  under- 
writers," says  Franz.  However,  a  spe- 
cialist in  the  field,  such  as  GEICO,  a 
favorite  of  insurance  analysts,  would 
piobably  weather  any  storm.  "They 
have  a  history  of  underwriting  profit- 
ability," says  Franz,  "and  have  with- 
stood bad  environments.  This  is  not  so 
true,  say,  of  an  Aetna  or  Travelers." 
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Indianapolis... 
city  with  a  flair 
for  living. 


We're  a  city  that  knows  how  to  relax  .  .  .  with  plenty 
of  places  to  do  it.  You're  never  more  than  a  few  minutes  from 
parks  with  spacious  picnic  areas,  swimming  pools,  tennis  courts, 
hiking  and  riding  trails,  and  nine  municipal  golf  courses  and 
many  more  private  courses. 

City  with  culture.  We're  a  city  that  has  a  new  museum  of 
art  that's  received  world-wide  acclaim,  and  Clowes  Hall,  home 
of  the  Indianapolis  Symphony  Orchestra,  and  touring 
Broadway  musicals  and  dramatic  plays,  an  international  series 
that's  included  the  Bolshoi  Ballet,  Lollipop  Concerts  for 
children  and  summertime  theatre.  A  menu  of  culture  for 
every  taste  all  within  minutes  of  anyone  in  our  city. 

Get  the  facts  on  Indianapolis.  Write  John  Hardy,  Area 
Development  Director,  Department  500,  Indianapolis  Power  and 
Light  Company,  25  Monument  Circle,  Indianapolis,  Indiana 
46204.  He  can  tell  you  more  about  a  city  with  a  flair  for  living. 
And  he  can  fill  you  in  on  the  more  than  10,000  acres 
of  available  plant  sites  and  the  many  facilities 
with  modern  office  space  in  and  around 


INDIANAPOLIS 


Indianapolis.  Write  today  for  the  fact-filled  P0WE1    D» 

brochure,  Data  On  Indianapolis.  LIGHT CjL 
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Forest  Products 


The  roller  coaster 
is  on  its  way  up  again, 
but  it's  still 
a  roller  coaster. 


Now  we're  down,  now  we're  up.  The 
eyelieal  forest  products,  paper  and 
packaging  industry  is  like  a  roller 
coaster.  It's  either  down  in  the  dumps 
or  up  in  the  clouds.  In  1971  it  had 
the  lowest  median  return  on  capital 
in  a  quarter  century.  In  1972  it  had 
one  of  the  largest  sales  and  earnings 
gains  in  its  history. 

Who  gets  the  credit?  Alas,  not  man- 
agement. The  reason  for  the  spectac- 
ular upswing  is,  quite  simply,  the  im- 
proving economy.  This  industry  reacts 
more  sharply  to  the  state  of  the  econ 
omy  than  almost  any  other  (see  chart, 
p.  148).  Overall  corporate  profits  are 
expected  to  increase  by  around  15%, 
but  paper  industiy  earnings  might 
gain  as  much  as  40%  to  50%.  This  on  a 
sales  gain  of  a  little  more  than  8%. 


The  earnings  improvement  is  so 
much  larger  partially  because  of  some 
'price  recovery,  but  also  because  in  the 
capital  intensive  paper  industry  fixed 
charges  are  tremendously  high.  A  mill 
must  operate  at  more  than  90?  of 
capacity  to  make  money.  But  once 
it  reaches  the  level  where  the  fixed 
charges  are  met,  any  further  sales 
are  extremely  profitable. 

The  recovery  in  the  paper  industry 
has  not  been  uniform.  The  paper  seg- 
ment of  the  market  (i.e.,  newsprint, 
coated  and  uncoated  paper,  tissues, 
etc.)  did  not  gain  as  much  as  pack- 
aging materials.  Paper  sales  advanced 
about  6%  by  volume,  while  packag- 
ing materials  gained  about  10%.  Ac- 
cordingly, companies  that  were  heavi- 
ly involved  in  the  production  of  liner 
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We  think  we  should  do 

as  much  to  protect  your  profits 

as  you  do  to  make  them. 


Your  company  works  hard  for  its  profits. 

So  it's  only  right  that  what  goes  into 
making  them— time,  effort  and  imagination- 
should  also  go  into  protecting  them. 

A  fact  and  a  philosophy  of  Alexander  & 
Alexander. 

We're  one  of  the  world's  largest  insur- 
ance broker/ agents  and  consultants.  And 
with  our  full-service  capabilities,  we  can 
look  after  your  profits  in  a  wide  and  varied 
range  of  ways. 

Starting  with  your  insurance. 

We'll  tailor  your  coverage  to  your  com- 
pany's own  special  problems  and  character- 
istics. ( If  your  company  isn't  like  anyone 
else's,  why  should  your  insurance  be?) 

We'll  offer  you  the  most  extensive 
risk  analysis  and  loss  control  programs. 

Help  you  cut  the  costs  of  your 
employee  benefits  without  skimping 
on  the  benefits. 

Help  your  money  managers 
choose  the  best  investment 
vehicles  for  your  pension 
and  profit-sharing  funds. 
( Because  we're  also  involved* 
in  preserving,  investing  and  ex- 
panding your  company's  money. ) 

Help  you  motivate  your 
people  through  employee  bene- 
fit planning  and  communica- 
tions. ( Our  computerized 
Benef  acts  reports  are  the 
industry's  most  outstanding 


employee  benefits  statements. ) 

And  then  there's  something  called 
Anistics,  our  Management  Consulting 
group.  Their  objective:  to  deliver  optimum 
consulting  support  at  the  very  highest  levels 
of  risk  management  and  financial  planning. 

But  just  as  important  as  the  services  we 
offer  is  that  we  offer  each  of  them  in  great 
depth. 

With  people  whose  special  talents  and 
dedication  make  / 1  them  the  kind  of  people 

have  watching  over  your 
most  valuable  assets. 

And  with  our 
complete  network 
of  offices  in  the  U.S. 
and  overseas,  we 
can  be  just  about 
anywhere  your  com- 
pany does  business. 

It  all  adds  up  to 
this.  When  it  comes 
to  protecting  profits, 
it's  nice  to  know 
there's  a  company 
that  works  as  hard 
at  its  job  as  you  do 
at  yours. 

Alexander  & 
Alexander  Inc., 
1185  Avenue  of  the 
Americas,  New  York, 
New  York 
10036. 


We've  made  a  name  for  ourselves.  Now  we're  out  to  make  a  face  for  ourselves. 

Alexander 
^Alexander 


i  other  packaging  materials, 
such  as  Union  Camp,  St.  Regis  and 
uer  Waldorf,  did  better  than 
companies  primarily  engaged  in  the 
production  of  paper,  such  as  Ham- 
mermil]  and  Mead.  Companies  such 
as  International  Paper  and  Crown 
Zellerbach,  which  are  broadly  diver- 
sified in  the  industry,  fell  in  between. 
The  outlook  for  the  paper  industry  in 
1973  is  for  another  good  year.  Sales 
volume  should  increase  4%  to  5%  and 
earnings  15%  to  20%  to  the  highest 
level  in  history. 

An  extremely  hopeful  sign  is  the 
fact  that  capacity  additions  have 
slowed  to  the  point  where  capacity  is 
expected  to  increase  only  2%  in  1973 
and  1.4%  in  1974.  In  the  past  the 
tendency  was  to  overbuild  in  good 
years,  and  then  in  slow  years  to  cut 
prices  drastically  to  keep  operating 
rates  high.  Again,  facts  rather  than 
foresight  seem  to  be  responsible  for 
this  turn  for  the  better.  "The  reason 
they  have  slowed  expansion  is  that 
they  can't  afford  it,"  says  Bowen 
Smith  of  Goldman,  Sachs.  In  other 
words,  the  return  on  investment  isn't 
high  enough  at  present  price  levels. 


Because  of  the  Price  "Commission, 
prices  will  not  rise  enough  to  make  it 
worthwhile  for  some  time.  One  result: 
an  increasingly  tight  supply  of  some 
products.  Linerboard  producers  are  al- 
ready operating  at  full  capacity. 
"Customers  are  getting  product  while 
it's  still  warm,"  says  Smith.  Yet  prices 
can't  rise  to  reflect  demand  because 
of  the  price  controls.  As  a  result, 
linerboard  production  is  being  al- 
located by  some  companies.  That  is,  t 
customers  were  permitted  to  buy  Only 
as  much  as  they  did  in  1971.  The 
entire  paperboard  segment  of  the  in- 
dustry will  get  very  tight  in  1973. 

Indeed,  the  Price  Commission  is 
the  one  cloud  darkening  the  paper 
industry's  otherwise  rosy  horizon.  The 
margin  ceilings  will  penalize  last 
year's  successful  companies,  such  as 
Union  Camp  and  St.  Regis,  this  year, 
since  they  are  already  close  to  ceiling 
levels.  Some,  such  as  Potlatch  For- 
ests, may  be  forced  by  the  Commis- 
sion to  roll  back  prices.  They  exceeded 
their  ceilings  for  the  first  nine  months 
of  1972  and  may  do  so  for  the  year. 
The  relative  gainers  in  1973  will  be 
the  weak,  not  the  strong.  The  profit 
gains  will  come  in  products  where 
capacity  is  available  and  where  prices 
have  not  yet  returned  to  normal. 

In  paper  diapers,  for  example, 
Kimberly-Clark  is  just  entering  the 
market,  and  it  sees  big  growth  there. 
Donald  R.  Hibbert,  financial  vice 
president  of  K-C,  says  that  by  1975- 
76  he  expects  sales  in  the  $100  mil- 
lion range  from  diapers  alone. 

Surprisingly,  most  analysts  regard 
the  industry's  large  expenditures  for 
pollution  abatement  equipment  with 
favor.    Their   argument   is   that   these 


expenditures  will  be  mainly  complet- 
ed for  the  large,  publicly  held  compa- 
nies by  the  end  of  1974,  that  they 
will  lead  to  industry  consolidation  by 
forcing  smaller,  unprofitable  compa- 
nies out  of  business  and  that  they 
will  leave  no  cash  for  new  capacity 
that  could  become  excess  capacity. 

Not  all  companies  in  this  industry 
have  done  well.  Saxon  Industries,  the 
Yardstick  leader  in  five-year  return 
on  equity  last  year,  is  still  leading, 
but  not  by  much.  Saxon  had  a  large 
write-off  for  obsolete  equipment  late 
in  1971  that  put  it  in  the  red  for  the 
year  (Forbes,  Dec.  15,  1972).  For 
the  time  being,  at  least,  it  is  just  an- 
other paper  wholesaler,  which  is  un- 
fortunate because  wholesaling  is  con- 
tracyclical—  i.e.,  when  the  paper  in- 
dustry is  up,  profit  margins  in  paper 
wholesaling  are  down.  And,  regard- 
less of  future  prospects,  the  paper 
industry  last  year  was  assuredly  up. 

The  forest  products  group  benefited 
greatly  from  the  biggest  housing  boom 
in  history— an  estimated  2.3-million 
housing  starts  in  1972.  Because  it 
does  not  have  the  high  operating 
leverage  of  the  paper  industry,  earn- 
ings gains  will  not  multiply  as  much. 
Sales  increased  25%  and  earnings  40% 
to  50%  in  the  forest  products  segment. 
The  three  giants— Georgia-Pacific, 
Weyerhaeuser  and  Champion  Inter- 
national—expect to  report  earnings 
gains  of  35%  to  45%. 

The  forest  products  companies 
have  all  profited  from  the  extremely 
tight  supply  of  lumber  in  1972.  The 
tightness  will  continue  in  1973  even 
though  housing  starts  are  expected  to 
decline  some  13%  to  about  2  million 
(Continued  on  page  153) 


Few  other  industries  show  such  marked  changes  in  earnings  on 

such  small  changes  in  operating  rates. 

o 

Percentage  increase  or  decrease  in  operating  rates 
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Fhe  big  advances  in  small  gas  turbine  engines  are  already  here. 


'ou're  looking  at  an  advanced  turbofan  engine  for  small  jets.  It's 
me  of  more  than  27,000  small  gas  turbine  engines  we've  pro- 
uced  and  delivered  since  1944. 

Garrett  AiResearch  provides  gas  turbine  power  for  a  wide 
ariety  of  applications.  Primary  propulsion.  Auxiliary  power.  And 
tationary  power  systems. 

Commercial,  military  and  business  jets  use  our  small  gas  tur- 
ines  to  provide  electrical  energy,  pneumatic  power,  and  power 
or  air  conditioning  on  the  ground  and  in  the  air. 

Garrett  industrial  gas  turbines  supply  power  for  advanced 
Dtal  energy  systems,  transportable  power  stations, 
sophisticated  uninterruptible,  on-site  power  for 
jmmercial  and  industrial  applications. 

The  age  of  high-speed  rapid  transit  is  right  on  track 


with  Garrett  turbo-mechanical  and  turbo-electrical  propulsion 
for  modern  intercity  and  urban  transit  systems. 

Gas  turbines  for  marine  propulsion  and  heavy-duty  vehicles 
are  part  of  the  Garrett  AiResearch  power  team,  too. 

And  our  complete  line  of  aircraft  turboprops,  turbofans,  and 
helicopter  turboshaft  engines  fill  a  powerplant  need  that  ranges 
from  240  h.p.  to  the  8,000  lb.  thrust  class. 

Garrett  turbines.  They've  logged  more  than  25  million  operat- 
ing hours,  and  they're  backed  by  a  worldwide  product  support 
organization. 

So  if  you're  thinking  of  a  small  gas  turbine  engine  for 
any  application,  consider  Garrett.  Right  from  the  start. 
The  Garrett  Corporation,  one  of  The  signal  companies  dj 
9851  Sepulveda  Boulevard,  Los  Angeles,  California  90009. 


*Wfe  were 

getting  mighty  sick  of 

reconstruction. 


"Our  old  home  place,  Big  Oaks,  was  just  plain  falling  apart"  so  says 
Mr.  Jefferson  Stewart,  of  Bitter  Bayou,  Louisiana.  "What  with  the 
termites  getting  at  the  big  porch,  and  the  heat  and  humidity  taking 
the  paint  off  every  few  years,  the  cost  of  keeping  it  up  was  something 
fierce.  When  that  northern  fellow  offered  to  take  the  old  place  off 
our  hands,  we  just  jumped  at  the  chance. 


u 


Now  we've  got  Little  Big  Oaks.  A  nice,  comfortable,  modern 
mobile  home.  With  that  aluminum  siding,  I  just  don  t  worry 
about  painting  anymore.  And  that  goes  for  our  aluminum 
verandah,  too.  Which  leaves  my  wife  and  me  more  money  for 
easy  living  than  ever  before? 

Alcan  Aluminum  has  spun  this  little  tale  to  make  a  couple  of  points. 
One:  Mobile  homes  are  increasingly  the  most  economical  solution  to 
the  housing  needs  of  all  sorts  of  Americans.  Two:  No  other  aluminum 
company  understands  the  mobile-home  owner  better  than  Alcan. 
Because  Alcan  has  pioneered  in  supplying  aluminum  to  the 
manufacturers  and  in  developing  the  accessories  that  make  mobile 
homes  more  livable  and  more  attractive. 

But  back  to  Mr.  Stewart.  "Used  to  be,  we  were  sort  of  tied  down. 
But  now,  if  my  wife  and  I  ever  decide  to  move  some  place  up 
north— like  Natchez— we  can  just  take  Little  Big  Oaks  along  with  us. 
And  like  I  said,  that's  a  new  kind  of  easy  living'/ 

Alcan  is  an  important,  modernizing  force  in  mobile  homes  But  find 
out  what  else  Alcan  is  up  to.  In  the  United  States,  in  Canada  and  in 
more  than  100  other  countries.  Write  for  our  booklet, 
"Introducing  Alcan'.'  Address :  A\\ 

Alcan  Aluminum  Corporation,  ^m*  III 

100  Erieview  Plaza,  Cleveland,  Ohio  44114.  ^lcaim111 


Alcan.  The  aluminum  company. 


The  American  Dollar  Is 
Stronger  than  Ever  in 


Mexico  treats  conventions  with  courtesy, 

warmth  and  a  healthy  regard  for  the 

value  of  the  American  dollar! 


//  you're  weary  of  those  exorbitantly 
priced  "convention"  cities  with  crowded  hotels  and 
restaurants  all  competing  to  overcharge  you, 
consider  Mexico. 

Mexico!  The  nearby  faraway  place  you  can 
jet  to  in  a  few  hours.  Where  convention  facilities 
match  or  surpass  any  in  the  world  today.  Where  you 
stay  in  a  luxury  skyrise  hotel  or  a  gracious  hacienda 
for  a  fraction  of  the  cost  of  the  "big  town."  Where 
you  dine  in  gourmet  restaurants  on  a  delectable 
choice  of  Continental,  North  American  and  authentic 
Mexican  haute  cuisines.  Where  the  night  life  is 
upbeat  and  scintillating,  with  sophisticated  night 
clubs,  modern  discotheques  and  quaint  cantinas 
with  native  music. 

And  yet,  there  also  is  the  unmistakable 
feeling  of  a  country  steeped  in  tradition  — a  country 
of  ancient  ruins,  breathtaking  cathedrals,  and 
romantic  open  air  markets.  The  roar  of  the  crowd 
at  the  bullring,  and  the  pulsating  excitement  of 
the  Ballet  Folklorico  get  into  your  blood.  Over  5,000 
miles  of  unspoiled  beaches  beckon  you  to  fish, 
swim  and  sail  in  azure  waters. 

And  the  climate  for  all  this  high  life  is 
nothing  short  of  magnificent.  Our  glorious  weather 
is  so  predictable,  we  can  actually  guarantee  what  it 
will  be  like  at  all  times  of  the  year! 

When  you  settle  down  to  business,  you  do 
it  in  comfort.  It's  a  fact  that  Mexico  City,  Acapulco 
and  Guadalajara  are  equipped  to  handle  the  largest 
conventions.  They  all  boast  a  wide  choice  of 
modern  hotels  and  convention  facilities  capable  of 
accommodating  thousands  of  delegates  at  a  time. 


You  can  order  complete  audio-visual  equipment 
installed,  multi-lingual  stenographers  to  serve 
international  delegations,  and  you  can  even  hire 
local  professional  designers  to  build  exhibits 
or  displays,  often  for  less  money  than  you'd  pay 
back  home. 

The  temporary  importation  of  goods  and 
articles  of  all  kinds  for  exhibition  during  conventions, 
fairs,  congresses  and  the  like  is  handled  by  a 
special  committee  empowered  to  issue  permits. 

If  your  group  is  somewhat  smaller  than  an 
army,  think  about  glamorous  Puerto  Vallarta, 
playground  of  the  play  people . . .  flavorful 
Mazatlan  . . .  the  garden-resort  city  of  Cuernavaca . . . 
and  such  colorful  spots  as  Oaxaca,  Monterrey, 
Guanajuato,  San  Miguel  de  Allende  and  Merida. 
Every  one  of  them  has  the  facilities  and  services 
to  handle  small  to  medium  size  groups.  And 
everywhere,  you  are  greeted  in  English  by  people 
whose  warm  smiles  are  sincere  and  whose  manners 
are  impeccable.  The  people  of  Mexico  are  genuinely 
glad  to  see  their  North  American  neighbors. 

We  confidently  believe  that  Mexico  is  the 
only  country  in  the  world  today  which  offers  you 
this  combination  of  complete  convention  and 
personal  accommodations,  magnificent  surroundings, 
and  true  dollar  value.  For  information,  write  to 
Director  of  Conventions,  Mexican  National  Tourist 
Council,  677  Fifth  Avenue,  New  York,  N.Y.  10022. 

Mexican  National  Tourist  Council 
Mexican  Government  Department  of  Tourism 
Convention  Bureaus  of  Mexico  City, 
Acapulco  and  Guadalajara 


(Continued  from  page  148) 
starts.  Although  residential  starts 
make  the  headlines,  they  represent 
only  40%  of  building  materials  usage. 
Expansion  in  the  other  60%  will  sus- 
tain lumber  sales  in  general,  though 
perhaps  with  price  softness  in  certain 
lines— plywood,  for  instance. 

Timber  companies  that  can  supply 
a  significant  portion  of  their  lumber 
needs  from  their  own  properties  will 
have  a  distinct  cost  advantage  over 
those  that  must  buy  their  logs  on  the 
outside.  Weyerhaeuser,  with  5.6  mil- 
lion acres  of  timberland,  is  the  only 
company  that  can  supply  100%  of  its 
own  requirements,  but  Georgia-Pacif- 
ic and  Champion  International  are  al- 
so in  pretty  good  shape. 

Most  purchased  timber  is  bought 
from  the  U.S.  Forest  Service,  which 
sells  cutting  rights  through  open  bids. 
There  is  an  average  two-year  lag  be- 
tween bid  and  harvest.  In  1972 
prices  were  up,  and  the  timber  had 
been  bought  during  the  1970  slump. 
So  profits  were  good.  But  in  1973, 
although  prices  will  improve  some- 
what,  they   won't  improve  nearly   as 


Paper  and  forest  products  are  essen- 
tially commodity  products,  and  as  a 
result  the  producers  have  only  lim- 
ited control  over  their  destiny.  When 
economic  conditions  are  a  bit  bad, 
these  industries  suffer.  Last  year  and 
this— when  overall  conditions  are 
great— they  will  suffer  for  a  different 
reason:  price  controls. 

With  this  heads-I-win-tails-you- 
lose  situation,  few  analysts  are  bullish 
on  the  stocks.  Where  they  are  bullish 
it  is  almost  always  a  conditional  bull- 
ishness. Milward  Martin  of  Blyth  East- 
man Dillon  thinks  the  price  ceilings 
may  inhibit  the  successful  companies. 
So  he  turns  toward  the  secondary 
companies  that  have  room  to  in- 
crease production,  bring  discounted 
prices  back  to  normal  and  improve 
their  product  mixes  by  producing 
higher  margin  goods.  They  will  be 
able  to  make  more  money  because 
they  will.- not  be  hemmed  in  by  their 
profit  ceilings.  He  is  recommending 
Great  Northern  Nekoosa,  Westvaco 
and  Hammermill  Paper  which  have 
just  added  new  capacity.  "Moreover," 
says  Martin,  "if  you  add  a  paper  ma- 
chine to  a  giant  company  like  Inter- 
national Paper,  you're  probably  only 
talking  about  2  or  3  cents  a  share. 
But  you  add  it  to  a  small  company 
like  Westvaco  and  maybe  you're  talk- 
ing about  40  or  50  cents  a  share.  So 
that's  where  the  real  leverage  is." 

Similarly,  Martin  is  passing  over 
Georgia-Pacific  and  Weyerhaeuser  to 


much  as  purchase  costs  went  up  in 
1971-over  30%  more  than  1970.  Fur- 
ther, for  environmental  and  cost  rea- 
sons, the  Forest  Service  reduced  the 
timber  it  sold  in  1971  by  18%. 

If  the  paper  and  forest  products 
industries  had  an  exciting  year  and 
can  expect  another  solid  one,  the  con- 
tainer industry  just  burbled  gently 
along,  showing  gains  of  6.5%  in  sales 
and  7.5%  in  earnings  in  1972.  In  the 
opinion  of  many,  the  industry  has 
seen  its  period  of  greatest  growth. 
Between  1966  and  1970  there  was  a 
tremendous  leap  in  demand  due  to 
three  factors.  The  first  was  the  fact 
that  the  war  babies  swelled  the  beer 
and  soft  drink  market;  the  second 
was  an  increase  in  per-capita  con- 
sumption of  beer  and  soft  drinks; 
the  third  was  one-way  containers. 

Now  the  war  babies  have  grown 
up,  the  per  capita  increase  has  slowed 
and  there  is  no  new  revolutionary 
change  to  add  another  boost.  Instead, 
there  is  overcapacity,  and  costs  are 
expected  to  rise  3%  to  4%  in  1973.  A 
critical  factor  this  year  will  be  how 
big  an  increase  the  Price  Commission 


"I Would Avoid It" 


recommend  Champion  International. 
"We've  seen  a  run  up  in  the  price  of 
Georgia-Pacific  and  Weyerhaeuser  to 
the  point  where  it  will  be  very  dif- 
ficult for  them  to  outperform  the  mar- 
ket over  the  next  six  to  eight  months," 
he  says.  "On  the  other  hand,  Cham- 
pion International  is  only  selling  10  or 
11  times  estimated  1973  earnings.  As 
the  recovery  in  the  economy  broad- 
ens, it's  companies  like  that  where  the 
real  money  will  be  made." 

By  contrast,  Burnham  &  Co.'s  Penn 
Siegel  is  unequivocal:  "My  approach 
is  that  this  is  a  lousy  industry,"  he 
says.  "It's  a  tough  one  to  make  mon- 
ey in  from  an  investor's  standpoint. 
It's  not  very  predictable  very  far  out. 
I  would  avoid  it  at  current  prices." 

Siegel  does  see  some  forest  product 
companies  worth  investing  in.  He  is 
recommending  Weyerhaeuser  and 
Evans  Products.  He  believes  Weyer- 
haeuser to  be  a  "cyclical  growth" 
company,  which  is  to  say  that  al- 
though it  is  a  cyclical  company  like 
the  rest  of  the  industry,  it  can  expect 
average  annual  earnings  gains  of  12% 
over  the  long  term.  Siegel  particular- 
ly likes  the  fact  that  Weyerhaeuser 
is  the  only  company  that  can  supply 
100%  of  its  timber  needs  from  its 
own  resources.  He  also  likes  the  fact 
that  the  company  will  have  a  $380- 
million  cash  flow  in  1973  on  sales  of 
just  $2  billion.  Even  after  capital  costs 
and  dividend  needs,  that  will  leave 
$225  million  in  surplus  cash  flow. 


can  be  induced  to  grant— and  whether 
the  customers  will  stand  for  it. 

Then  there  is  the  threat  of  self- 
manufacture— customers  making  their 
own  containers.  Nineteen  percent  of 
the  total  market  is  now  self-manu- 
facture, and  the  figure  is  growing. 
Finally,  the  development  of  the  drawn 
and  ironed,  or  seamless,  can  has  made 
many  production  facilities  obsolete  or 
will  shortly  do  so. 

The  two  companies  in  the  best  po- 
sition to  take  advantage  of  the  new 
technology  are  Crown  Cork  &  Seal 
and  National  Can.  American  Can  and 
Continental  Can  are  the  most  vulner- 
able because  of  their  huge  investment 
in  old  technology.  To  keep  their  mar- 
kets they  may  have  to  switch  over, 
thereby  helping  to  make  their  equip- 
ment obsolete.  Continental  is  hoping 
to  avoid  that  eventuality  through  a 
series  of  technological  innovations  that 
will  be  introduced  during  1973.  Good 
management  might  also  help  improve 
this  difficult  situation,  but  American, 
at  least,  has  shown  little  evidence  of 
that.  Crown  Cork  is  a  different  mat- 
ter—as the  Yardsticks  show.   ■ 


Siegel  is  strong  also  on  Evans  Prod- 
ucts. The  attraction  of  Evans  to  him 
lies  in  its  building  materials  retailing 
and  its  precut  homes  divisions.  Each 
of  these  operations  is  growing  at  more 
than  20%  annually,  and  together  ac- 
count for  more  than  half  of  earnings. 
He  sees  Evans  growing  at  an  average 
of  15%  annually  for  a  number  of  years. 

Analysts'  feelings  about  the  con- 
tainer industry  are  just  as  mixed. 
Asked  if  he  would  invest  in  the  con- 
tainer industry,  Dean  Witter's  Charles 
Harris  replied,  "No,  I  wouldn't.  We're 
talking  about  relative  performance, 
and  on  a  risk/ reward  basis,  the  con- 
tainer industry  just  doesn't  cut  it." 
Even  Crown  Cork  &  Seal,  on  the  ex- 
cellence of  whose  management  Harris 
had  earlier  waxed  eloquent,  disturbed 
him  as  an  investment.  At  a  P/E  of  17 
against  the  industry's  11,  Crown 
struck  Harris  as  fully  priced  at  27. 
"On  a  technical  basis,  I'd  sell  it  at  this 
price.  I'd  be  a  buyer  at  21." 

Richard  Palm  of  Coggeshall  & 
Hicks  is  recommending  Anchor  Hock- 
ing, but  his  reason  has  little  to  do 
with  its  position  in  the  container  in- 
dustry. Rather,  he  likes  the  company 
because  of  its  participation  in  the 
glasswares  field.  Palm  regards  Ameri- 
can Can  and  Continental  Can  as  "okay 
for  income,"  while  he  rates  Crown  as 
a  "hold."  He  is  also  recommending 
National  Can,  but  feels  that  the  con- 
tainer industry  will  "probably  experi- 
ence below-average  growth." 
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Multicompanies 


Belated  revelation: 

Conglomerates  are  nothing  special.  Like  other  companies, 

they  are  individually  good,  bad  or  indifferent. 


Like  most  of  American  industry,  con- 
glomerates shared  in  1972's  prosperi- 
ty, rebounding  nicely  from  the  reces- 
sion-depressed (among  other  causes) 
profits  of  1970-71.  AMF,  in  the  first 
nine  months  of  1972,  saw  earnings 
rise  35%,  while  its  12-month  return  on 
equity  reached  a  lush  23%.  Avco's 
nine-month  net  was  up  180%;  Trans- 
america's,  36%;  and  ITT,  the  only  out- 
fit that  has  lived  up  to  the  old  con- 
glomerate promise  of  forever-rising 
earnings,  was  up  10%.  There  were 
the  inevitable  exceptions,  of  course, 
like  L-T-V,  which  had  another  defi- 
cit. Jimmy  Ling's  newest  creation, 
Omega-Alpha,  also  showed  a  loss.  (At 
this  rate,  Ling  could  become  the  Har- 
old Stassen  of  American  business.) 


But  don't  be  overly  impressed  by 
the  generally  good  conglomerate  per- 
formance. Despite  all  the  theories  on 
the  virtues  of  diversification— counter- 
ing cycles,  investing  capital  where  it 
gets  the  biggest  return— conglomer- 
ates are  run  by  mortals  who  make 
mistakes  and  can  equip  themselves 
with  albatrosses  as  troubling  as  those 
weighing  down  the  steel  industry. 
The  operating  income  from  Gulf  & 
Western's  manufacturing  sector  was 
off  25%;  Alco  Standard's  coal  mining 
operations  stripped  earnings  in  fiscal 
1972  by  34%;  and  Litton's  shipbuild- 
ing yards  may  launch  that  once-hot 
conglomerate  onto  a  sea  of  red  ink. 

Now  that  acquisition  via  pooling 
of  interests   is   restricted,  and   big  ac- 


MULTI-INDUSTRY:  Yardsticks  of  Management  Performance 
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9.3 


6 
7 
8 
9 
10 


395 
418 
479 
491 
505 


8.8 
8.8 
8.4 
7.0 

7.9 


5 
6 
7 
11 
9 


341 
346 
365 
468 
399 


11.1 
10.1 
8.3 
10.0 
10.7 


8.6 
8.2 
6.3 
6.9 
7.5 


11.3 
5.5 
4.1 
3.9 
7.5 


1 

9 

13 

15 

4 


257 
610 
664 
672 
494 


6.3 

2.4 

—8.9 

—0.6 

0.4 


5 
9 

15 
12 
11 


280 
424 
630 
505 
479 


Borg-Warner 
Koppers 
PPG  Industries 
Natl  Dist  &  Chem 

8.7 

8.4 
7.8 

7.5 

11 

12 
13 

14 

534 
551 
577 
586 

7.7 
6.4 
6.3 
5.2 

10 
12 
13 
14 

417 

525 
532 
630 

9.7 

8.9 

10.8 

7.4 

8.1 
6.5 
7.8 
5.2 

5.3 
6.2 
6.7 

4.1 

11 

8 

6 

14 

617 
566 
542 
666 

3.5 

5.9 

8.9 

—3.8 

8 
6 
2 

14 

388 
29r) 
195 
562 

Olin  Corp 
GAF  Corp 
Kaiser  Industries 
Ailis-Chalmers 

5.4 
5.0 
3.9 
def 

15 
16 
17 
18 

660 
667 
699 
738 

4.3 
4.2 
3.7 

0.4 

15 

16 
17 
18 

667 
669 
690 
748 

4.8 

6.7 
0.1 
2.0 

3.8 
4.7 
0.7 
2.1 

5.2 

7.1 

-16.6 

1.3 

12 
5 

18 
16 

625 

515 
773 
727 

—15.0 

—2.6 

—61.8 

DP 

16 
13 
17 

665 
544 
714 

Industry  Medians 

9.5 

10.1 

7.7 

5.5 

2.4 

Note:  Explanation  of  Ya 

dstick  cal 

:ulations  on 

page 

def.- 

Deficit 

DP  Deficit  to  profit. 
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Allegheny  Ludtom 
Industries:  agroup  of 

our  companies 

involves  yon  in  a 
moving  story 


Allegheny  Ludlum  Industries  is  on  the 
move,  too,  thanks  to  our-involvement  in 
the  transportation  market. 
High-temperature  alloys 
for  gas  turbine   engines 
from  our  Special  Metals 
Corporation.  Stainless 
alloys  for  emission  con- 
trol systems  and  truck 
radiators  from  Allegheny 
J-udlum  Steel.  Car  and 
truck  motor  components 
from  Arnold.  Even  True 
Temper,  famous  for  fishing  reels  and  garden  tools,  wheels  into  this  market  with 
rugged  rail  anchors. 

But  the  transportation  field  is  one  out  of  many.  Pinpoint  an  important  growth 
market  and  you'll  jab  an  Allegheny  Ludlum  Industries  member  company.  We  have 
a  moving  story  to  tell  —  and  the  direction  is  up. 

Allegheny  Ludlum  Industries,  Inc.,  Oliver  Bldg.,  Pittsburgh,  Pa.  15222.  Our 
other  key  industries:  Carmet,  IPM,  Jacobsen,  Wallingford. 


only  to  Justice 
Departrru  nl  suits,  conglomerates  arc 
1  to  rely  on  good  management 
.ind  good  economic  conditions  for  good 
results.  True,  their  median  return  on 
e<|iiit\  for  fix i  years  is  respectable, 
but  their  return  on  capital  is  much  less 
so.  Compare  their  investment  returns 
oJ  the  past  12  months  with  those  of 
other  industries,  and  the  conglomer- 
ate median  is  hardh  outstanding. 


Rut  conglomerating  can  also  be  a 
blessing.  Just  look  at  those  conglom- 
erates with  insurance  subsidiaries. 

About  half  of  City  Investing's  earn- 
ings came  from  wholly  owned  Home 
Insurance,  which  benefited  for  the 
second  year  in  a  row  from  the  stu- 
pendous turnaround  in  fire  and  cas- 
ualty insurance.  Insurance  provided 
Transamerica  with  70%  of  its  earnings, 
Reliance  provided  Leasco  with  an  es- 


timated two-thirds  and  Unicoa  and 
other  insurance  subsidiaries  account- 
ed for  42%  of  Teledx  ne's. 

But  for  every  conglomerate  that  ac- 
quired or  began  with  insurance,  there 
was  a  Walter  Kidde  that  got  itself  a 
U.S.  Lines— which,  after  cutting  itself 
off  from  U.S.  Government  subsidies 
and  sailing  off  on  an  overly  ambitious 
expansion  program,  was  sold  to  R.J. 
*Reynolds.   Kidde  incurred  a  $42-mil- 
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National  Serv  Inds 

20.2 

1               54 

16.8J 

3 

49 

19.5 

16.9 

11.3 

19 

259 

10.0 

6 

163 

U  S  Industries 

19.4 

2              61 

16.8 

1 

47 

16.0 

12.4 

35.1 

3 

21 

7.3 

11 

246 

Alco  Standard 

18.4 

3              76 

16.8 

2 

48 

9.6 

6.9 

50.3 

1 

4 

8.4 

7 

209 

Chromalloy  American 

17.3 

4              97 

11.8 

6 

167 

13.9 

8.6 

34.4 

4 

23 

2.3 

21 

430 

AMF 

17.0 

5            103 

9.9 

11 

268 

23.1 

14.5 

11.5 

18 

241 

16.3 

3 

79 

Indian  Head 

16.7 

6            109 

9.1 

16 

328 

14.1 

8.1 

10.3 

23 

305 

3.1 

18 

402 

Textron 

15.6 

7            141 

13.2 

4 

103 

15.0 

12.4 

3.1 

41 

693 

2.4 

20 

425 

TRW 

14.8 

8            176 

11.9 

5 

166 

12.1 

9.3 

8.0 

33 

468 

0.3 

26 

481 

Gulf  &  Western  Inds 

14.5 

9            189 

6.3 

30 

530 

12.5 

6.3 

17.9 

9 

81 

6.3 

13 

284 

White  Consolidated 

14.3 

10            205 

6.5 

27 

515 

16.4 

6.9 

15.3 

11 

125 

2.8 

19 

410 

Dayco 

14.2 

11            210 

8.1 

20 

383 

11.4 

5.5 

19.9 

7 

67 

0.9 

25 

462 

Fuqua  Industries 

14.2 

12            212 

8.6 

17 

357 

15.5 

8.6 

15.0 

13 

130 

6.0 

14 

294 

Tenneco 

13.6 

13            244 

6.7 

25 

496 

12.9 

6.8 

13.5 

14 

168 

3.8 

15 

373 

Studebaker-Worthingt 

13.4 

14            257 

8.3 

18 

368 

10.8 

5.9 

9.3 

27 

384 

1.3 

22 

449 

City  Investing 

13.0 

15            278 

10.9 

7 

216 

10.5 

6.5 

45.1 

2 

7 

26.0 

2 

26 

Teledyne 

13.0 

16            283 

10.8 

8 

227 

8.8 

6.9 

19.0 

8 

70 
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10 

229 

Dart  Industries 

12.4 

17            317 

10.0 

10 

265 
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25 
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7.9 

9 

224 
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12.3 

18            324 

6.2 

32 

539 

17.0 

6.8 

16.5 

10 

102 

12.6 

5 

121 
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12.1 

19            330 

9.8 

12 

274 

11.6 

8.3 

23.6 

6 

44 

6.4 

12 

277 

Lear  Siegler 

11.9 

20            344 

10.4 

9 

246 

6.9 

6.2 

8.7 

29 

421 

—12.0 

35 

654 

Sybron 

11.7| 

21            356 

9.8$ 

13 
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12.5 

9.8 

6.7 

36 

541 

3.1 

17 

400 

Singer 

11.5 

22            368 

9.2 

14 

317 

11.2 

9.1 

10.3 

24 

308 

0.2 

27 

484 

Martin  Marietta 

11.5 

23            370 

8.0 

21 

387 

11.2 

6.0 

8.6 

31 

427 

3.7 

16 

379 

Whittaker  Corp 

11.2 

24            385 

9.2 

15 

319 

3.4 

3.8 

4.7 

39 

645 

—22.4 

38 

690 

Brunswick 

11.0 

25            398 

7.6 

23 

423 

14.9 

10.7 

9.8 

26 

336 

35.8 

1 

17 

Northwest  Industries 

10.6| 

26            422 

6.0* 

33 

560 

17.8 

8.1 

—1.3 

44 

748 

8.2 

8 

218 

Amfac 

10.1 

27           459 

7.9 

22 

391 

12.5 

7.5 

33.2 

5 

24 

14.8 

4 

94 

FMC 

9.8 

28            475 

7.5 

24 

429 

4.3 

4.0 

3.3 

40 

689 

—17.4 

36 

6/5 

Avco 

8.8 

29            525 

6.2* 

31 

538 

7.8 

5.4 

5.3 

38 

621 

—9.0 

33 

632 

Ogden 

8.8 

30            530 

6.5 

28 

518 

10.4 

5.9 

0.1 

43 

740 

—5.9 

30 

594 

Walter  Kidde 

8.7 

31            538 

8.1 

19 

381 

11.9 

8.0 

13.3 

15 

174 

1.1 

24 

457 

Litton  Industries 

8.6 

32            541 

6.6 

26 

502 

def 

def 

10.6 

21 

286 

P-D 

41 

715 

Transamerica 

8.5 

33            547 

6.3 

29 

529 

9.2 

4.4 

11.8 

17 

227 

1.2 

23 

454 

Allied  Products 

6.7 

34            620 

5.7 

35 

585 

8.2 

5.6 

8.2 

32 

459 

—6.2 

31 

601 

A-T-0 

6.0 

35            643 

5.8 

34 

574 

7.7 

5.8 

11.3 

19 

259 

—1.9 

28 

528 

W  R  Grace 

5.6 

36            656 

4.9 

36 

642 

7.0 

5.5 

8.0 

34 

471 

—4.8 

29 

576 

Signal  Companies 

4.0 

37            696 

4.1 

37 

677 

6.1 

5.1 

0.5 

42 

736 

—9.8 

34 

634 

SCM 

3.6 

38            708 

3.7 

38 

691 

0.7 

1.8 

7.1 

35 

517 

—41.9 

40 

711 

Illinois  Central  Inds 

3.5 

39            710 

3.5 

39 

699 

1.2 

3.0 

9.1 

28 

392 

—25.0 

39 

699 

Universal  Oil  Prods 

1.5 

40           728 

2.0 

42 

732 

10.3 

6.7 

8.7 

30 

422 

—7.4 

32 

615 

National  Industries 

0.2 

41            737 

3.2 

40 

710 

2.9 

6.6 

12.8 

16 

186 

—19.5 

37 

683 

Bangor  Punta 
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42           747 
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43 

740 
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1.3 

10.5 

22 

289 

P-D 

41 

715 
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44 

752 

def 

def 

5.6 

37 
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•• 
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6.7       10.4 
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Note:  Explanation  of  Yardstick  calculations  on  page  105.         t/Three-year  average.         JFour  year  average 


Not  available;  not  ranked. 
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The  best  year  of  our  life* 


Our  48th  consecutive  year  of  profitability 
was  completed  August  31,  1972.  It  marked 
new  highs  in  both  revenues  and  earnings  for 
Dean  Witter.  During  the  year  we  managed 
or  co-managed  86  public  offerings  which 
raised  2.75  billion  dollars.  Both  the  number 
of  issues  and  dollar  volume  established 
new  high  records  for  our  firm. 
Commission  revenues  were  also  at  record 
highs.  We  substantially  increased,  to  more 
than  200,  the  unlisted  securities  in  which 
we  make  a  market.  The  year  was  also 
highlighted  by  our  initial  public  offering  of 
stock  and  the  listin 
the  New  York 
Stock  Exchang 


Our  capital  account  is  now  over 
$84  million,  one  of  the  largest  in  the  industry. 
There's  more  of  course.  If  you're  interested, 
write  for  a  copy  of  our  annual  report. 
We'd  like  you  to  have  a  "first  edition." 

Dean  Witter  sl  Co. 

INCORPORATED 

Member  New  York  Stock  Exchange,  Inc. 
45  Montgomery  Street,  San  Francisco,  CA  94106 

Division  offices  in  San  Francisco 
New  York     Los  Angeles     Chicago 


The  D«an 


'At  our  salaries,  on  this  level .  .  .  what  do  they  expect . 
silly  little  fiddling  mistakes?" 


lion  write-off  and  the  Government  is 
still  trying  to  block  the  sale. 

Despite  a  lackluster  stock  market, 
some  conglomerates  were  still  acquir- 
ing. Gulf  &  Western  is  acquiring  Tal- 
cott,  a  $762-million  financial  compa- 
ny. G&W  also  went  into  housing,  and 
increased  its  investment  in  Madison 
Square  Garden.  It  bought  an  inter- 
est in  an  Italian  publishing  compa- 
ny and  a  Scottish  producer  of  petro- 
leum, steel  and  machinery  equipment. 
It  formed  a  travel  company  "to  spear- 
head growing  activities  in  the  tour 
industry."  And  it  announced  the  birth 
of  G&W  Far  Eastern  Pacific  Corp. 
"to  seek  investment  opportunities  on 
the  opposite  side  of  the  world." 

The  Linging-off  of  unwanted  parts 
or  minority  interests   in   divisions,   in 


order  to  get  a  better  price/ earnings 
ratio  and  thus  raise  cash  and  values, 
subsided  from  the  frenetic  pace  of 
1970-71.  But  the  resourceful  Ben 
Heineman  was  able  to  unload  North- 
west's unglamorous  railroad  and  $415 
million  of  debt  onto  the  railroad's  em- 
ployees, and  some  observers  expect 
more  such  divestments  in  a  better 
stock  market. 

For  most  multi-industry  companies, 
1972  was  unspectacularly  good.  Gen- 
eral Electric  continued  its  sharp  earn- 
ings advance  of  1971.  Borg- Warner, 
Allis-Chalmers,  Bendix,  Sperry  Rand 
and  PPG  all  had  earnings  jumps. 
Westinghouse,  along  with  GE,  showed 
why  many  conglomerates  say  it  is  the 
kind  of  company  they  aspire  to  be. 

Just  what  is  the  difference  between 


a  multi-industiy  company  and  a  con- 
glomerate? In  the  main,  the  former 
diversified  primarily  from  within,  the 
latter  by  acquisition. 

But  there  is  another  big  difference: 
The  multi-industry  companies  have 
been  around  a  while  longer  and  thus 
have  an  asset  conglomerates  could 
never  get  by  acquisition— respectabili- 
ty. Respectability  doesn't  mean  better 
performance.  NL  Industries'  rising 
1972  earnings  won't  match  its  net  of 
1965,  a  record  far  surpassed  by,  say, 
a  U.S.  Industries.  But  investors  fear 
that  today's  USI  could  become  to- 
morrow's American  Standard.  So  NL 
sells  at  a  multiple  of  12,  USI  8. 

Perhaps  the  investors  are  right.  Per- 
haps only  a  handful  of  conglomerates 
can  hope  to  become  tomorrow's  GEs 
or  Westinghouses.  Which  ones?  Alas, 
only  time  will  tell. 

The  paths  pursued  are  naturally 
diverse.  International  Utilities,  for  ex- 
ample, makes  no  pretense  of  synergy. 
It  really  is  just  a  holding  company 
that  invests  only  where  returns  look 
the  best.  "We  do  not  concern  our- 
selves with  operations,"  says  IU  boss 
John  Seabrook. 

Some  conglomerates  feel  the  future 
lies  in  avoiding  the  label.  Fuqua,  for 
one,  insists  on  being  called  a  lei- 
sure-time company.  Teledyne  once 
said  its  common  theme  was  control- 
ling new  electronic  materials  and  ex- 
otic metals.  Founder  Henry  Singleton 
even  compared  his  task  of  creating  a 
great  corporation  with  that  of  Michel- 
angelo's creating  the  Picta.  But  the 
record  so  far  indicates  that  the  work 
of  this  latter-day  creator  seems  des- 
tined for  the  museum  cellar. 

So  for  the  "conglomerate  industry,'' 
wholesale  praise  and  wholesale  blame 
no  longer  seem  appropriate.  Conglom- 
erates, like  everything  else,  are  onrj  .is 
good  as  the  sum  of  their  parts— and 
their  management.   ■ 


Fibst     came     cocktails.     Acquisitions 
could  lead  to  sparkling  performances. 

Then  came  the  binge.  If  one  drink 
makes  you  happy,  think  of  what  six 
could  do!  Many  companies,  cheered 
on  by  ^iddy  investors,  went  on  a  toot 
that  lasted  for  much  of  the  Sixti< 

Then  came  the  morning  after.  As 
conglomerates  nursed  their  hammer- 
ing headaches  ( or  in  some  cases  mere- 
ly tried  to  survive),  investors,  sud- 
denly stern,  sober  and  probably  broke, 
took  after  them  as  Carry  Nation 
would  a  saloon,  chopping  their 
prices  to  depression  levels. 

The    1969-70    stock    market 
is  now  past.  Most  conglomerates  sur- 
vived and  many  are  prospering,  turn- 
ing in  smart  performances  for  1972. 


In  a  Bull  Market  an  Attractive  Mistress? 


But  the  melody,  in  the  form  of  low 
P/Es,  lingers  on. 

Quips  President  George  Scharllen- 
berger  of  City  Investing,  a  company 
whose  earnings  rose  10%  in  1971  and 
were  up  at  least  that  much  in  1972, 
but  whose  P/E  remains  at  10:  "I  sup- 
pose I  must  profess  to  sec  the  light  at 
the  cud  of  the  tunnel.  But  I  don't 
know  how  long  that  tunnel  is." 

There  are  several  reasons  for  the 
depressed  prices,  analysts  and  con- 
glomerate executives  believe. 

One  is  image.  Not  all  conglomer- 
ates were  L-T-Vs,  of  course.  Hut,  says 
U.S.  Industries'  Chairman  John  Bil- 
public  feels  that  birds  of 
fly  together.  The  conglomer- 
ate li  .;ioii  o)  a  prostitute." 


"There  was  considerable  disen 
chantment  with  the  manner  in  which 
they  constructed  their  financial  state- 
ments," says  Herbert  E.  Goodfriend, 
research  director  at  F.S.  Sinilhers. 
"The  synerg)  thai  was  supposed  to 
evolve  never  surfaced." 

Another  problem   is   the  conglom- 
erate's  diversity.    When   one   analysl 

was  asked  aboul  I  il\  Investing,  he 
cried:  "The  insurance  company  makes 
it  too  involved  !<>r  me.  It  would  Like 
a  lot  ol  time  for  me  to  understand 
this  company.  I  don't  know  whether 
it's  worth  it."  Says  Richard  Palm,  -n\.\ 
lysl  lor  Coggeshall  &  Hicks,  about 
U.S.  Industries,  "This  company  is  so 
complicated.  It  has  something  like 
J20  parts.    This  gives  people  pause." 
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WeVe  only  a  drop  in 
the  bucket. 

Burlington  Northern  helps 
St.  Paul  paint  makers 
stay  in  the  black  because 
c  we  take  a  load  of  their  paint 
870  miles  to  Billings 
Montana  for  about  19^  per 
twelve-pound  gallon. 

Paint  with  a 
suggested  retail 
price  of  $8.00 
a  gallon. 


Whether  you're  shipping 
paint  or  potatoes,  you  owe 
it  to  yourself  to  find  out  how 
a  modern  railroad  can  help 
you  hold  the  line  on  distribu- 
tion costs. 
Everybody's  looking 

for  a  better  way 
to  go. 

Maybe  we've 
got  yours. 


The  better  we  get,  the  better  it  is  for  you. 


New  a  ersey 

o  The 
-Money 
tenter  Rrst. 

We  have  more  to  offer. 

J'irst  Jtational  State 
j&ancorporation 

550  BROAD  STREET  /  NEWARK,  N.J.  07102 

Member  Banks- 
First  National  State  Bank  of  New  Jersey 
First  National  State  Bank  of  Central  Jersey 
First  National  State  Bank  of  North  Jersey 
First  National  State  Bank  of  Northwest  Jersey 
First  National  State  Bank  of  Spring  Lake 
The  Edison  Bank,  N.A. 

Assets  Over  $1,300,000,000 

Members  FDIC 


Concurrent  with  the  diversity  is 
the  problem  of  judging  the  quality 
of  reported  earnings.  "At  best,"  says 
Goodfriend,  "determining  real  and 
managed  earnings  is  a  gamy  exercise, 
particularly  if  you  are  dealing  with 
people  who  manage  a  company  they 
didn't  help  to  create  and  nurture 
themselves." 

Conglomerate  executives  look  at  it 
'differently.  They  suggest  that  most 
analysts  are  plain  lazy.  Or  timid.  Says 
Ralph  Ablon,  chairman  and  chief  ex- 
ecutive of  Ogden:  "Analysts  tend  to 
work  on  the  basis  of  conscious  or  un- 
conscious parallelism.  They  tend  to 
be  interested  in  what  others  are  in- 
terested in.  They  tend  to  concentrate 
on  only  a  few  issues." 

John  Billera  is  more  blunt.  "There 
is  faddism  in  Wall  Street.  One  day 
it's  nursing  homes.  Another,  franchis- 
ing." Adds  Scharffenberger,  "When 
the  psychology  isn't  right,  an  analyst 
will  find  something  he  doesn't  like. 
When  the  psychology  is  favorable, 
he  will  find  something  that  he  does 
like.  That's  the  nature  of  diversity." 

What,  then,  is  the  antidote?  On 
this,  analysts  and  executives  agree: 
a  good  bull  market.  "You'll  need  a 
more  speculative  market  to  lift  con- 
glomerates out  of  their  present  P/E 
plateau  of  8  to  11,"  says  Goodfriend. 


We'll  treat  you 

to  the  best 
business  lunch 
you  ever  had. 

To  prove  that  for  more  than  50  years  Schrafft's  Business  Food 
Service  has  offered  companies  like  yours  the  most  ideally 
operated  and  managed  employee  and  executive  dining  facili- 
ties, we're  inviting  you  to  see  and  taste  for  yourself. 

Join  us  for  lunch  at  one  of  our  many  business  food  service 
locations  and  compare  our  experience,  know-how,  efficiency 
and  flexibility  to  your  present  operation. 

If  you  have  any  responsibility  for  your  company's  food  serv- 
ice system,  call  or  write  Dick  Harris,  Schrafft's  Business  Food 
Service,  556  Fifth  Avenue,  New  York,  N.Y.   10036    (212) 
489-6500.  He'll  let  you  try  our  lunch  before  you  buy  it. 

Schrafft's  Business  Food  Service. 


Regrets?  No,  says  Scharffen- 
berger. Despite  City  Investing's 
P/E,  "I'd  pick  the  same  fields." 
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Many  analysts  and  executives  be- 
lieve, or  hope,  that  1973  will  be  a 
good  stock  market  year.  "I  think  the 
public  is  coming  back  in,"  says  Scharf- 
fenberger.  "Certainly  the  European 
investor  is.  This  combination  will  give 
some  recognition  to  the  secondary  is- 
sues." Secondary  issues?  "No  one  likes 
to  be  called  that,  but  we're  not  in 
the  blue-chip  category." 

"It  would  be  shortsighted  to  be 
bearish  on  conglomerate  stocks  at  this 
juncture,"  Goodfriend  believes.  Says 
another  analyst,  "I  think  people  will 
begin  to  realize  that  some  of  these 
companies  deserve  better  multiples 
than  a  dying  industry  like  steel." 

Careful  Investing 

But  analysts  add  a  warning:  The 
rise  will  be  selective.  "Professional  in- 
vestors will  probably  be  more  careful 
about  where  they  put  their  money 
this  time,"  says  Goodfriend. 

Several  conglomerates  are  readying 
themselves  for  any  new  look  from  in- 
vestors. City  Investing  has  been  woo- 
ing analysts,  trying  to  give  them  an 
idea  of  what  it  is.  "City  Investing 
gets  credit  for  recognizing  the  prob- 
lem," says  George  Friedlander  of 
Herzfeld  &  Stern.  "It  has  put  out 
a  lot  of  material  to  help  one  un- 
derstand it."  U.S.  Industries  said  it 
will  no  longer  make  acquisitions  by 
stock.  Says  Billera,  "One  reason  is  that 
there  is  confusion  on  Wall  Street  about 
how  much  more  stock  we  are  going 
to  issue.  We  don't  want  to  increase 
our  number  of  shares.  Over  the  last 
four  months,  we  bought  400,000 
shares  of  our  own  stock." 

What  conglomerates  do  analysts 
believe  are  above  average?  - 

Answers  Goodfriend:  "I  think  ITT, 
International  Utilities  and  National 
General  are  above  average.  Now  NG 
has  problems  in  dilution  and  who  runs 
the  show,  but  with  these,  it  has  Great 
American  Insurance,  Bantam  Books 
and  Grosset  &  Dunlap." 

David  Wolk,  analyst  for  Wood, 
Walker,  believes  that  "ITT  is  an  out- 
standing example.  Another  one,  in 
my  opinion,  is  TBW." 

Says  vRichard  Palm,  "In  my  case, 
I  think  U.S.  Industries  and  Walter 
Kidde  are  attractive  for  purchase." 

But  both  observers  and  executives 
know  better  than  to  get  overly  en- 
thusiastic. The  hopes  and  problems  of 
conglomerates  are  best  put  by  Scharf- 
fenberger.  "I  suppose  some  day,  as 
time  evolves,  companies  like  ours  will 
fall  into  the  category  of  the  GEs  or 
ITTs.  And  brokerage  houses  and  in- 
stitutions will  say,  'Let's  look  at  it  like 
ITT.  It's  worth  following  by  a  single 
person.'  But  for  the  moment,  we  fall 
between  two  chairs." 


BATTERY  POWER 


is  a  growing 
business 

More  automobiles,  more  trucks,  more  power  boats,  more  tractors 
demand  more  and  more  batteries.  In  addition  to  the  batteries  re- 
quired for  starting  engines,  a  vast  and  growing  market  is  the  com- 
pletely electric-powered  motor.  Battery-powered  mechanisms  give 
clean,  quiet,  long-lived,  economical  operation.  Electric  lift  trucks, 
for  example,  save  as  much  as  $3,600  per  year  per  truck  over  gas 
powered  trucks.  □  When  you  put  it  all  together,  you  can  see  why 
the  use  of  lead  for  batteries  has  grown  from  466,665  tons  in  1967 
to  over  705,000  tons,  estimated,  in  1972.  □  As  one  of  the  largest 
suppliers  of  lead  to  the  battery  industry— 

We're  in  on  the 
ground  floor 

If  you'd  like  to  know  more  about  us,  send  for  our  annual  report. 

STJOE 

MINERALS  CORPORATION 

250  Park  Avenue,  New  York,  New  York  1 00 1  7 


You  con  finance  a  new 
plant  in  New  York  Stale 

for  as  little  as 
$00.00down. 


Under  certain  conditions,  you  can  get 
1 00%  financing  for  your  new  plant  or 
major  expansion  in  New  York  State. 
For  full  details  on  this  and  many  other 
financial  benefits  including  tax  in- 
centives, attach  the  coupon  to  your 
letterhead  and  mail. 

There's  still  room  at  the  top. 


Commissioner  Neal  L.  Moylan 
New  York  State 
Department  o'  Commerce 
Dept.MCAK,  99  Washington  Ave. 
Albany,  New  York  12210 

Please  furnish  me  more  detailed 
information  on  industrial-location 
advantages  in  New  York  State. 


I 

I 
I 

i 
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Information  Processing 


Except  for  the  Justice  Department,  nobody 
in  the  U.S.  any  longer  seriously  challenges  IBM's 
predominance.  Still,  a  number  of  companies 
expect  to  carve  out  profitable  niches. 


What  was  most  significant  about 
1972?  Scarcely  a  nanosecond  elapses 
before  information  processing  analysts 
and  manufacturers  alike  have  an- 
swered: "Recovery."  Shipments  of  both 
copiers  and  computers  are  up  an  av- 
erage of  15%  over  1971,  a  rate  ex- 
pected to  continue  through  1976. 

Yes,  computers  and  copiers  are  still 
growth  industries,  but  the  boundaries 
are  no  longer  quite  the  same  as  they 
were  in  the  booming  Sixties.  The  area 
of  fastest  growth  has  shifted  from 
domestic  to  overseas  markets,  and  the 
battle  for  foreign  market  shares  is  like- 
ly to  get  tougher. 

In  the  U.S.,  the  fight  is  no  longer 
about  market  share.  Shares  have  pret- 
ty much  solidified,  as  they  did  in  the 
auto  industry  during  the  Fifties.  Now, 
companies  will  concentrate  on  increas- 
ing their  volume  of  business  within 
their  established  base.  "The  trend," 
says  Burroughs'  President  Ray  Mac- 
donald,  "is  toward  penetrating  a  limit- 
ed area  in  greater  depth."  "The  indus- 
try is  as  elastic  and  as  expandable  as 
the  companies  in  it  can  make  it,"  one 
Wall  Street  analyst  concurs.  In  prac- 
tical terms,  this  means  selling  applica- 
tions above  and  beyond  equipment. 

The  emphasis  on  new  applications 


has  three  roots,  explains  Gilbert  Jones, 
chairman  of  IBM  World  Trade  and, 
as  of  Jan.  1,  1973,  one  of  the  three- 
man  "corporate  office"  at  the  top  of 
the  $9-billion  corporation.  First,  there 
is  the  improved  economy;  second, 
cheaper  memories;  third,  easier  pro- 
gramming. "These  three  things  make 
data  banks  substantially  more  attrac- 
tive to  customers.  They're  really  push- 
ing new  applications  now."  As  a  re- 
sult, terminals  and  other  communica- 
tions-oriented equipment  are  expected 
to  reach  50%  of  total  worldwide  in- 
stallations by  1977;  they  now  account 
for  about  20%.  Jones  sees  the  growth 
of  peripherals  broadening  the  indus- 
try base,  with  more  and  more  small 
companies  competing.  It's  a  vision 
that  understandably  warms  IBM's 
heart,  with  the  Justice  Department 
breathing  down  its  neck  for  monop- 
olistic practices. 

The  Government  vs.  IBM  was  the 
second  major  industry  event  of  the 
year  just  past.  The  trial  itself  is  at 
least  two  years  away.  How  it  comes 
out  will  depend  on  the  political  cli- 
mate of  the  times. 

At  any  rate,  the  lawsuit  has  not 
caused  IBM  to  withdraw  into  its  fort- 
ress.  Instead,   it  has  astounded  some 
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IBM's  trials  could  turn  into 
tribulations  for  its  competitors. 
Univac's  President  Gerald  G. 
Probst  warns:  "It  will  take  the 
wisdom  of  Solomon  to  create 
more  competition  rather  than 
less.  Split  IBM  into  too  few 
parts,  and  everyone  else  will 
get   caught   in   the   crossfire/' 


competitors  with  continued— in  fact, 
heightened— aggressiveness.  It  has  al- 
so been  diligently  plugging  whatever 
gaps  existed  in  its  product  lineup, 
namely,  the  lower  end  of  its  computer 
line.  System/ 3,  a  small  computer  in- 
troduced in  1969,  is  now  the  compa- 
ny's volume  leader. 

Small  computers  are  a  significant 
new  elernent  in  the  industry's  future. 
It  is  estimated  that  in  business  appli- 
cations the  market  will  reach  $1.5  bil- 
lion by  1976,  more  than  twice  present 
volume.  So  far  IBM's  System/ 3  and 
Burroughs'  new  B-1700  dominate  the 
field.  Burroughs,  which  will  pass  the 
Sl-billion  mark  this  year,  has  the  sec- 
ond-fastest growth  rate  in  the  industry. 

In  ternjs  of  new  markets,  retailing 
offers  a  wide  horizon  to  information 
processing  manufacturers,  and  the 
smaller  computer  makers  are  now 
crowding  into  the  field.  "Put  retail  to- 
gether with  medical  data  processing," 
estimates  David  Caplan,  an  analyst 
with  Auerbach,  Pollak  &  Richardson, 


"and  the  industry  would  grow  5%  even 
if  all  other  segments  stagnated."  The 
Friden  division  of  Singer,  Pitney 
Bowes-Alpex,  NCR  and  smaller  man- 
ufacturers have  already  rushed  into 
the  retail  area  with  point-of-sale  ter- 
minals to  replace  cash  registers  and 
provide  inventory  control. 

Watching  &  Waiting 

One  company  outstanding  by  its 
absence  is  IBM.  "It's  easy  to  make  a 
point-of-sale  terminal,  difficult  to  make 
it  economical  for  the  customer,"  says 
IBM's  Gil  Jones.  "We've  tried  and 
tried  but  haven't  as  yet  been  able  to 
develop  a  point-of-sale  system  at  a 
price  that  allows  us  to  market  it  suc- 
cessfully." Behind  IBM's  "failure"  is 
probably  a  sound  principle:  Don't  go 
into  new  territory  without  a  map.  In 
this  case  the  map  would  be  a  set  of 
standards  for  merchandise  coding  and 
credit  card  processing  that  the  Na- 
tional Retail  Merchants  Association  is 
hoping  to  develop  by  late  1973. 

Once  the  rules  have  been  estab- 
lished, it  is  doubtful  that  IBM  will 
continue  to  be  stymied  by  point-of- 
sale.  Other  big  companies  are  likely 
to  jump  in,  too.  "Right  now,"  says  Uni- 
vac's President  Gerald  G.  Probst,  "the 
field  is  full  of  entrepreneurial  groups 
with  no  wherewithal  to  produce  or 
market  these  terminals.  No  one  is  mak- 
ing money  on  them  yet.  There  are  go- 
ing to  be  a  lot  of  white  bones  along  the 
way— not  just  the  small  guys,  either." 

If  the  near-term  belongs  to  small- 
scale  computers  and  communications 
terminals,  the  far  future  is  of  a  much 
wider-reaching  kind  of  data  communi- 
cations. Common  carriers  (like  AT&T 
and  GTE)  and  copier  and  computer 
manufacturers  are  already  exploring 
ways  to  "meld"  their  spheres  of  activi- 
ty. One  good  example  is  IBM,  which 
introduced  its  second  copier  last  No- 
vember. Another  is  Xerox.  During  the 
past  year  the  copier  king  added  a 
small  peripheral  equipment  maker  to 
its  struggling  computer  operation. 

It  takes  determined  squinting  into 
the  crystal  ball  to  see  this  marriage 
of  technologies  in  practical  terms.  Ac- 
cording to  a  Boston  investment  ana- 
lyst, Xerox  will  be  lucky  to  get  15% 
of  its  revenues  from  the  computer- 
copier  blend  by  1977.  Yet,  continues 
the  same  analyst,  "It's  essential  that 
they  do  it."  Next  year  the  company's 
long-standing  monopoly  on  plain  pa- 
per copiers  will  be  broken  by  the  entry 
of  Addressograph  Multigraph  and  a 
number  of  Japanese  firms.  No  one 
expects  Xerox  to  crumble  under  the 
impact,  least  of  all  Xerox  manage- 
ment, which  takes  a  dim  view  of  its 
competitors. 

"I  can't  say  I'd  consider  any  other 
company  besides  3M  a  pioneer  in  the 


copier  business,"  says  Xerox'  Ray- 
mond Hay,  president  of  U.S.  opera- 
tions. "The  problem  is,  the  others 
haven't  put  money  into  research  and 
development.  I  can't  understand  how- 
anyone  can  expect  to  be  profitable 
through  price-cutting  without  R&D 
to  reduce  costs."  Xerox  spends  over 
.$100  million  on  R&D,  one-fifth  the 
amount  spent  by  IBM.  The  budget 
for  computer  development  at  Xerox  is 
about  $20  million. 

What  can  you  do  with  $20  million 
against  IBM?  "Take  a  little  piece  of 
their  market,"  answers  Hay.  Last 
March  Hay  was  given  the  responsi- 
bility of  integrating  product  develop- 
ment throughout  the  entire  company. 
At  the  same  time,  the  company  was 
restructured  along  functional,  IBM- 
type  lines.  The  former  divisional 
breakdown,  it  was  felt,  was  not  yield- 
ing the  cross-fertilization  needed  to 
put  Xerox  in  a  position  to  compete 
with  IBM.  "Our  hope  is  not  to  over- 
power IBM,"  Hay  continues.  "It  is 
essentially  their  business,  but  the  as- 
sumption has  to  be  that  we're  a  very 
important  organization  as  well." 

As  for  the  threatened  competition 
from  IBM  in  copiers— where  results 
have  Gil  Jones,  in  his  words,  "tickled 
to  death"— Hay  isn't  worried.  "IBM 
will  have  to  be  even  more  aggressive 
than  in  the  past,  and  that  was  pretty 
aggressive.  They're  not  walking  into 
a  weak  typewriter  or  dictating  ma- 
chine industry.  They'll  have  a  fight 
on  their  hands." 

So,  it  appears,  will  Xerox.  In  mid- 
December  the  Federal  Trade  Com- 
mission announced  plans  to  issue  a 
complaint  against  Xerox  for  "unfair 
marketing  and  patent  practices." 
Among  other  proposals,  the  FTC 
wants  to  revise  Xerox'  pricing  and 
sales  policies,  open  up  service  and 
maintenance  to  competitors,  grant  roy- 
alty-free patent  licenses  and  force  di- 
vestiture of  $500-million-sales  Rank 
Xerox  Ltd.  Most  of  this  Xerox  could 
take  in  stride;  but  the  divestiture, 
says  one  analyst,  "would  hurt  badly." 

Long  a  technical  pioneer,  Sperry 
Rand  has  been  unable  to  turn  its  in- 
novations into  more  than  mediocre 
profits,  remaining  at  or  below  indus- 
try medians  for  the  last  five  years.  But 
Sperry's  computer  earnings  were  up 
sharply  this  year,  aided  in  part  by 
the  addition  of  RCA  customers  who 
made  the  company  No.  Two  in  terms 
of  installed  base  after  the  1971  merg- 
er. "It  was  thought  some  ex-Rr,\ 
customers  would  be  disturbed,  fright- 
ened or  disgusted— or  maybe  all  three 
—by  RCA's  demise  and,  questioning 
Univac's  ability  to  support  its  prom 
ises,  would  go  to  IBM,"  says  Jack 
Lukin,  Burnham  &  Co.'s  data  process- 
ing specialist.   "A   much   smaller  per- 
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J.one  this  than  expected." 
There  is  some  question  whether 
Honeywell's  1970  acquisition  of  GE's 
computer  operation  is  working  out  as 
well.  The  Honey well-GE  combination, 
known  as  Honeywell  Information  Sys- 
tems, had  to  mesh  six  different  prod- 
uct lines  from  semi-autonomous  sub- 
sidiaries in  Italy,  France,  Great  Brit- 
ain and  the  U.S.  Moreover,  it  did  not 
fill  Honeywell's  need  for  a  broad,  com- 
patible computer  family  to  compete 
with  IBM's  370.  HIS  shipments  lagged 
behind  expectations  for  the  first  nine 
months  of  1972,  but  $500  million  in 
total  orders  for  its  upgraded  large 
computer,  the  Series  6000,  may  signal 
the  end  of  the  tunnel. 

National  Cash  Register  has  been 
turning  itself  inside  out  recently  in  an 
effort  to  make  up  for  its  weakness  in 
advanced  forms  of  EDP.  A  new  series 
of  electronic  business  equipment  has 
been  introduced  and  a  joint  venture 
in  peripheral  equipment  initiated  with 
Control  Data.  Perhaps  the  most  sig- 
nificant change  at  NCR  is  its  aggres- 
sive new  president,  William  Ander- 
son, who  proved  his  marketing  skills 
in  the  Sixties  by  digging  NCR  solidly 


You  guessed  it:  Most  of  the  analysts 
like  International  Business  Machines 
even  though  the  stock  market  has  al- 
ready rewarded  IBM  with  a  total 
market  price  of  $45  billion.  "Antitrust 
shouldn't  materially  affect  IBM's 
price,"  says  Gerald  Dennehy,  director 
of  institutional  research  at  W.E.  Hut- 
ton  &  Co.  "The  stock  should  continue 
to  appreciate  in  line  with  earnings 
growth,  between  10%  and  14%  a  year." 
David  Caplan,  analyst  for  Auerbach, 
Pollak  &  Richardson,  thinks  the  litiga- 
tion "might  keep  IBM's  multiple  stable 
but  shouldn't  degrade  it." 

If  these  analysts  are  right— and  they 
seem  to  be  in  a  majority— IBM  should 
be  selling  around  $1,000  a  share  in 
1980,  and  the  company  should  have 
a  market  value  of  about  $100  billion. 
Incredible?  They  said  it,  we  didn't. 

Analysts  tend  to  like  another  high 
P/E  computer  company,  Burroughs. 
"We  estimate  earnings  of  $4.75  for 
1972,  $6  the  year  after,"  Dennehy 
says.  If  the  company  has  had  a  weak- 
ness, it  has  been  in  large  computers. 
But,  notes  Robert  K.  Golden  of  Ed- 
wards &  Hanly,  "they're  beefing  up 
their  marketing  for  this.  I  think  they're 
on  the  way  to  resolving  the  problem." 

Golden  isn't  so  sure  about  Honey- 
well. "Their  marketing  staff  has  done 
very  well  with  what  is  essentially  an 
outdated  product  line.  Can  you  rea- 
sonably expect  that  to  go  on  forever?" 
As  for  Honeywell  President  Stephen 


into  the  Japanese  electronic  data  pro- 
cessing market.  After  being  punished 
by  two  consecutive  years  of  write-offs 
and  a  16- week  strike  ending  in  the 
first  quarter  of  1972,  NCR  has  been 
inching  its  way  back  to  profitability. 

NCR:  Now  or  Never 

Anderson  intends  to  gradually  make 
all  NCR  products  computer-linked, 
but  for  1972  only  about  $235  million 
of  NCR's  $1.5-billion-plus  revenues 
came  directly  from  EDP  equipment. 
That's  small  change  when  "critical 
mass"  (at  least  $500  million,  accord- 
ing to  Burroughs'  Ray  Macdonald) 
is  essential  for  success.  But,  says 
NCR's  Anderson,  "If  we  were  only 
in  the  computer  business,  I  would 
agree  and  say,  'Let's  get  out.'  But 
we're  a  business  equipment  compa- 
ny serving  barbershops,  stores,  res- 
taurants—anyone. Sperry  Rand  and 
Honeywell  are  mainly  in  the  computer 
business.  Burroughs  comes  closest  to 
NCR's  position.  Seven  years  ago  they 
were  in  the  same  profit  bind." 

As  with  NCR  today,  Burroughs' 
lean  years  came  in  large  part  from 
the  switchover  from  electromechani- 

Predicting  the  Predictable- 

Keating  describing  the  acquisition  of 
GE's  computer  operations  as  "an  un- 
qualified success,"  Golden  says:  "One 
man's  success  is  another  man's  bitter 
pill.  If  you're  measuring  the  merger 
in  terms  of  increased  cash  flow  and 
market  breadth,  yes,  it  has  been  a 
success.  But  the  profit  margin  is  lower 
now  than  before  the  merger."  Denne- 
hy estimates  1973  earnings  of  $5  for 
Honeywell,  which  he  considers  "a  buy, 
but  not  a  strong  buy.  Their  whole 
line  has  to  be  replaced." 

Sperry  Rand  derives  almost  half  of 
its  revenues  from  farm  machinery, 
hydraulic  systems  and  defense.  Prob- 
lems in  all  three  of  these  sectors  kept 
Sperry 's  earnings  down  to  $1.77  last 
year,  despite  a  sharp  increase  in  its 
computer  business.  Counting  on  fur- 
ther improvement  in  non-EDP  this 
year,  Burnham  &  Co.'s  Jack  Lukin 
estimates  that  earnings  could  be  $2.50 
per  share  for  the  fiscal  year  ending 
Mar.  31,  1973,  and  between  $2.80 
and  $3  for  fiscal  1974.  He  considers 
the  company  "very  attractive."  Fred- 
eric Withington  of  Arthur  D.  Little 
is  another  fan:  "They've  held  onto 
their  market  share  for  five  years,  and 
are  in  a  sound  position.  However,  we 
would  like  to  see  a  more  integrated 
line  and  more  advanced  products." 
Golden  disagrees:  "In  general,  Sperry 
Rand  hasn't  kept  pace  with  the  mar- 
keting abilities  of  other  companies." 

"Control    Data    Corp.    will    recede 


cal  to  electronic  machines.  But  simi- 
larities between  the  two  companies 
don't  stop  there.  Both  own  a  com- 
fortable niche  in  a  specialized  area 
of  business  equipment:  Burroughs  in 
banking,  NCR  in  retailing.  NCR  is  out 
to  make  up  for  lost  time  by  getting 
the  lion's  share  of  EDP  in  retailing. 
"I  think  we  can  get  60%  of  the  poten- 
tial point-of-sale  market,"  Anderson 
estimates.  "That's  the  same  percent- 
age we  have  in  cash  registers;  I  see 
no  reason  we  shouldn't  keep  it." 

A  look  at  Burroughs,  where  order 
levels  were  up  39%  through  September 
1972,  provides  some  more  clues  to 
success  in  information  processing. 
How  do  you  become  a  front-runner 
with  a  relatively  small  R&D  budget 
($50  million  last  year)?  "Huge  quan- 
tities of  money  don't  solve  problems," 
Macdonald  says.  "You  need  a  man- 
agement that  understands  the  im- 
portance of  applications  knowledge." 
Burroughs  has  continually  stressed  the 
interchange  of  ideas  between  tech- 
nical and  marketing  staffs,  between 
clients  and  salespeople. 

Control  Data,  on  the  other  hand, 
put   its   money   into  high   technology 


into  a  relatively  specialized  area,"  says 
Ted  Withington.  "They'll  no  longer 
attempt  to  be  a  full-line  manufac- 
turer. I  doubt  that  they'll  be  able  to 
maintain  their  share  of  the  market." 
This  doesn't  mean  they'll  drop  out  of 
sight,  warns  Gerald  Dennehy,  who 
thinks  CDC  is  "still  interesting  and 
its  computer  business  could  show  fur- 
ther earnings  recovery." 

The  same  holds  true  for  NCR, 
with  the  difference  that  this  company 
might  just  be  on  the  brink  of  a  turn- 
around. "There  has  been  controversy 
but  I  feel  it's  a  buy,"  says  Dennehy, 
"although  the  timing  of  a  price  im- 
provement is  uncertain."  Write-offs  on 
old  products  plus  start-up  costs  on 
new  lines  may  keep  earnings  down 
through  the  first  half  of  1973.  After 
that?  "They've  cut  back  on  general 
purpose  computers  and  are  emphasiz- 
ing software  and  their  excellent  term- 
inals," Withington  notes.  "They  may 
be  able  to  hang  onto  their  market 
this  way.  And  since  they'll  be  selling 
solutions  instead  of  machines,  their 
profit  margin  may  be  higher." 

In  the  copier  part  of  this  industry, 
Addressograph-Multigraph  has  some 
friends.  One  analyst  predicts  that  the 
company's  growth  in  reprographic 
equipment  should  be  "over  15%,  or 
better  than  expected  for  the  whole 
copier  market.  Their  technological  ef- 
fort had  to  be  redirected,"  he  explains, 
"and  they've  done  it."  But  Jack  Lukin 
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supercomputers  and  fell  behind  in 
the  applications  area.  It  is  just  now 
trying  to  catch  up  by  putting  more 
of  its  research  emphasis  on  software. 
"This  was  a  tough  decision,"  says 
CDC  President  William  C.  Norris.  "A 
lot  of  people  inside  the  company 
didn't  believe  in  service."  Control 
Data  has  other  problems.  Last  March 
Seymour  Cray,  its  resident  computer 
genius,  left.  Then,  in  November,  James 
Thornton,  designer  of  the  Star-100 
supercomputer,  took  a  leave  of  ab- 
sence. General  Motors  added  its  own 
bit  of  bad  news:  In  late  summer  it 
told  CDC  to  cancel  its  order  for  the 
$10-million  Star.  Control  Data's  other 
lines,  particularly  the  Cyber  70,  did 
very  well;  well  enough,  in  fact,  to 
boost  12-month  returns  on  equity  and 
capital  above  the  company's  five-year 
average,  making  it  unique  in  this 
industry's  Yardsticks. 

Technology,  marketing,  timing,  re- 
search, practicality— plus  efficient  pro- 
duction. Put  them  together  in  the 
right  proportions  and  you  get  IBM, 
Burroughs  or  Xerox.  Put  them  to- 
gether wrong  and  you  have  RCA,  GE 
and  .  .  .  time  will  tell.  ■ 


is  hedging.  "Yes,  they're  spending  a 
lot  of  money  on  new  products,"  he 
agrees.  "The  question  is,  will  the  tim- 
ing and  income  contribution  of  the 
new  products  offset  the  serious  im- 
pacting of  their  old  line  by  competi- 
tive developments?" 

Pitney-Bowes  also  stands  to  be  hurt 
by  the  introduction  of  several  new 
plain  paper  copiers  during  1973. 
Moreover,  says  a  Boston  analyst, 
"They've  restricted  themselves  to  the* 
low-to-medium  volume  end  of  the  line. 
The  copier  market  is  going  to  expand 
upward,  to  high  volume  duplicating. 
Xerox  should  lead  the  way  here;  the 
FTC's  action  won't  vitiate  its  market- 
ing abilities." 

Lukin  however  warns:  "Until  now 
Xerox  has  had  the  plain  paper  copier 
market  to  itself.  Its  growth  could  slow 
down  over  the  next  few  years." 

He  doesn't  limit  his  reservations  to 
Xerox.  "T  expect  we'll  see  a  few  more 
companies  close  their  doors  in  the 
next  five  years,"  Lukin  gloomily  in- 
tones amid  the  gleeful  bellowing  of 
the  bulls. 

In  the  end,  what  the  analysts  are 
saying  is  that  the  successful  are  go- 
ing to  stay  successful  while  the  risky 
companies  are  .  .  .  er  .  .  .  risky.  Not  a 
very  startling  conclusion,  but  it  is  the 
way  the  stock  market  has  gone  lately: 
paying  fantastic  premiums  for  compa- 
nies with  comfortable  records  and  re- 
fusing to  touch  the  up-&-downers. 
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We  don't  work 
a  four  day  week. 


It  just  feels 
that  way. 


There's  something  very  relaxing  about  Lakeland.  Something  that 
takes  the  kinks  out  of  your  muscles  and  your  mind. 

It  isn't  just  the  legendary  climate  or  the  year-round  recreation. 
It's  the  pure  pleasure  of  living  in  a  community  where  current 
needs  are  met  and  the  future's  well  planned.  It's  a  sort  of  rational 
approach  to  growth  that  both  pioneer  and  newcomer  can  live 
with,  an  approach  that  won  us  All-America  City  honors. 

You'd  enjoy  living  and  working  here.  But  you'll  need  more  in- 
formation. Write  or  call  today  for  the  folder,  "Lakeland:  Dynamic 
Central  Florida  Growth  Area."  It  has  all  the  facts,  including  the 
impressive  availability  of  trained  labor. 

MKEMND 

Wonder- full  All* America  City,  Florida 

Neighbor  to  Walt  Disney  World 

For  further  details  and  informative  literature  contact: 
John  M.  Hamilton 
Manager,  Industrial  Division 
Dept.  FM-1 

LaKeland  Chamber  of  Commerce 
35  Lake  Morton  Drive  •  Lakeland,  Florida  33802 

NAMF  


ADDRESS . 
CITY 


STATE. 


.ZIP. 
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Here  the  best  is  not  like  the  worst. 
Extremes  of  success  and  failure  separate 
the  adept  from  the  inept. 


There  probably  isn't  a  major  in- 
dustry" around  where  management- 
people— is  more  important  than  it  is 
in  retailing.  Look  at  the  range  of  prof- 
itability: almost  30%  and  40%  return 
on  equity  for  companies  like  Melville 
Shoe  and  Avon  Products;  under  10% 
for  companies  like  Genesco  and  Gim- 
bels.  Last  year  you  had  some  retail- 
ers—Kresge,  for  example— struggling  to 
keep  profits  from  rising  beyond  price- 
control  guidelines,  while  others  were 
struggling  to  avoid  red  ink. 

As    for    volume,    the    retailers    had 
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'I've  been  in  Texas 
exactly  171  days. 
And  I  love  it. 

This  year,  we'll  service  $4  billion  worth  of 
Texas  insurance."        Palmer  Sparkman  manages 
Johnson  &  Higgins'  Houston  office.  Activity  there 
ranges  from  insurance  on  gas,  oil  and  petrochemical 
facilities  to  coverage  on  construction  and  aviation. 

'They're  in  love  with  excellence  here,"  Palmer  says. 

"Deliver  it  and  you're  a  winner  for  sure." 

What's  true  in  Texas  is  true  in  every  area,  your  own 
included.  Johnson  &  Higgins  has  offices  in  major  cities 
here  and  abroad.  Call  us.  We'll  make  your  insurance 
work  for  you. 

Johnson  &  Higgins 

Southwest  industry's  insurance  specialists 
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ng  to  complain  about  last  year, 
though  life  wasn't  as  easy  as  in  the 
turnaround  year  of  1971,  when  the 
industry  recovered  from  the  women's 
fashion  fiasco.  Oh  sure,  sales  started 
the  year  slowly,  especially  in  shoes 
and  apparel,  but  consumer  interest 
picked  up  as  the  year  wore  on.  For 
1972  as  a  whole,  consumer  saving 
w  as    down    and    consumer    spending 


was  up:  The  rise  in  spending  was 
nearing  9%  for  the  full  year.  Says 
Sears,  Roebuck  Chairman  Gordon 
Metcalf,  who  will  retire  next  month, 
"With  consumer  confidence  rising  rap- 
idly, 1973  should  be  a  good  year." 

But  not  everyone  did  well  last  year 
—nor  will  they  next  year.  You  had  to 
have  the  merchandise  the  public 
wanted  when  it  wanted  it.  You  had 


to  have  your  stores  located  in  the 
right  place.  And,  increasingly,  you 
had  to  have  a  right  image. 

Melville  Shoe,  an  oldline  shoe  com- 
pany with  a  with-it  retailer,  did  all 
three  things  right.  So,  on  a  far  bigger 
scale,  did  Sears,  Kresge  and  J.C.  Pen- 
ney, all  of  which  posted  above-in- 
dustry gains.  Sears  grew  around  10% 
(Continued  on  page  173) 
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Company 
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EQUITY         CAPITAL 
Percent  Percent 
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f Rank > 
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Percent    Industry      Companies 


5- Year  Annual 
Earnings  Per  Share  Growth 

f Rank 


In  This 
Percent  Industry 


Among  All 
Companies 


Avon  Products 

40.4 

1 

4 

35.9 

1 

3 

38.0 

33.9 

14.8 

12 

134 

13.5 

8 

106 

Rapid-American 

29.6 

2 

11 

9.8 

18 

275 

12.8 

6.2 

24.4 

4 

40 

4.7 

20 

338 

Melville  Shoe 

29.2 

3 

12 

22.9 

2 

13 

24.5 

17.0 

16.3 

9 

108 

11.5 

10 

140 

Kings  Dept  Stores 

23.2 

4 

32 

21.3 

3 

18 

24.7 

18.1 

8.0 

29 

467 

17.6 

4 

71 

S  S  Kresge 

17.9 

5 

82 

14.8 

5 

72 

17.8 

14.8 

20.4 

5 

61 

20.1 

3 

49 

J  C  Penney 

17.7 

6 

85 

15.9 

4 

57 

15.1 

13.2 

13.7 

15 

164 

7.7 

13 

232 

Tandy 

17.2 

7 

100 

12.6 

11 

129 

10.9 

8.5 

42.8 

1 

8 

25.4 

2 

27 

Household  Finance 

16.5 

8 

112 

7.3 

28 

454 

16.2 

7.2 

16.4 

8 

106 

5.9 

17 

297 

Skaggs  Companies 

16.2 

9 

121 

12.9 

7 

119 

74 

5.3 

20.2 

6 

65 

—1.2 

36 

518 

Beneficial  Corp 

16.1 

10 

125 

6.3 

36 

535 

18.8 

6.3 

5.7 

37 

601 

8.8 

12 

198 

Daylin 

15.7f 

11 

134 

8.8f 

22 

342 

12.1 

9.3 

374tt 

3 

17 

14.0ft 

6 

99 

Mercantile  Stores 

15.3 

12 

152 

12.9 

8 

120 

15.1 

12.2 

10.9 

17 

274 

12.7 

9 

120 

Zayre 

15.1 

13 

164 

8.5 

24 

361 

13.6 

5.1 

16.4 

7 

105 

3.7 

24 

379 

Lane  Bryant 

15.0 

14 

168 

13.1 

6 

113 

14.5 

11.8 

10.4 

18 

297 

74 

14 

236 

Gray  Drug  Stores 

14.9 

15 

170 

12.9 

8 

120 

12.5 

8.5 

15.8 

10 

115 

2.8 

26 

412 

Sears,  Roebuck 

14.7 

16 

179 

12.7 

10 

127 

14.5 

12.7 

7.5 

31 

492 

9.0 

11 

191 

Fed-Mart 

144 

17 

196 

7.5 

26 

433 

13.5 

7.0 

13.8 

14 

163 

13.7 

7 

102 

Edison  Bros  Stores 

14.1 

18 

220 

11.4 

14 

184 

9.0 

7.4 

4.0 

43 

668 

—6.1 

38 

600 

W  T  Grant 

13.8 

19 

234 

11.3 

15 

188 

10.7 

7.8 

9.2 

23 

388 

—2.1 

37 

533 

Federated  Dpt  Stores 

13.6 

20 

244 

124 

13 

144 

13.5 

12.2 

8.5 

26 

430 

4.7 

19 

334 

Thrifty  Drug  Stores 

13.4 

21 

259 

10.2 

17 

254 

13.5 

9.6 

8.4 

27 

436 

5.0 

18 

326 

Alexander's 

12.9* 

22 

286 

6.7* 

34 

496 

2.2 

2.3 

8.0 

30 

470 

—19.9 

43 

685 

Zale 

12.9 

23 

289 

12.5 

12 

135 

9.8 

9.5 

14.2 

13 

151 

2.2 

27 

433 

Rich's 

12.7 

24 

297 

10.5 

16 

243 

12.1 

94 

10.1 

19 

321 

3.9 

23 

371 

Walgreen 

12.0 

25 

338 

94 

21 

303 

11.1 

8.2 

9.0 

25 

402 

— 0.3 

34 

499 

Associated  Dry  Goods 

11.9 

26 

342 

9.5 

20 

296 

11.8 

10.0 

9.5 

21 

361 

3.5 

25 

386 

Broadway-Hale 

11.8 

27 

352 

8.7 

23 

349 

13.0 

8.6 

15.4 

11 

124 

4.2 

22 

354 

RHMacy 

11.7 

28 

355 

7.0 

30 

471 

12.2 

6.9 

6.7 

33 

537 

6.0 

16 

294 

Marshall  Field 

10.8 

29 

414 

9.5 

19 

290 

10.4 

9.2 

7.1 

32 

514 

1.8 

28 

442 

Vornado 

9.9 

30 

471 

6.7 

32 

491 

8.7 

6.2 

2.8 

44 

699 

1.2 

30 

453 

Gamble-Skognio 

9.8 

31 

476 

5.3 

37 

623 

11.0 

7.0 

8.3 

28 

447 

6.4 

15 

275 

F  W  Woolworth 

9.1 

32 

512 

7.7 

25 

411 

8.2 

7.0 

12.3 

16 

209 

1.4 

29 

448 

May  Dept  Stores 

8.9 

33 

523 

6.5 

35 

513 

10.2 

7.3 

6.7 

34 

539 

4.3 

21 

352 

Gimbel  Brothers 

8.8 

34 

531 

7.4 

27 

438 

5.8 

5.1 

5.0 

39 

635 

—10.2 

40 

636 

Dayton  Hudson 

8.7 

35 

535 

6.7 

33 

494 

8.6 

6.0 

10.1 

19 

321 

0.9 

31 

461 

Marcor 

8.5 

36 

548 

4.8 

40 

644 

8.4 

5.0 

9.2 

24 

390 

154 

5 

87 

Genesco 

8.2 

37 

556 

6.8 

31 

485 

1.2 

2.3 

9.5 

22 

365 

—39.4 

45 

709 

G  C  Murphy 

8.1 

38 

566 

7.2 

29 

455 

7.5 

6.3 

4.8 

40 

641 

0.6 

32 

471 

Allied  Stores 

7.0 

39 

606 

4.7 

42 

650 

7.7 

5.1 

5.1 

38 

631 

—0.9 

35 

510 

Carson  Pirie  Scott 

6.4 

40 

629 

4.8 

41 

649 

5.4 

4.2 

5.7 

36 

600 

—11.8 

41 

651 

Peoples  Drug  Stores 

5.9 

41 

645 

4.9 

39 

638 

5.5 

4.7 

6.3 

35 

561 

—0.3 

33 

496 

Goldblatt  Brothers 

5.6 

42 

656 

4.5 

44 

658 

44 

3.0 

4.6 

41 

651 

—10.1 

39 

635 

Interstate  Stores 

5.3 

43 

661 

4.7 

43 

652 

def 

def 

4.2 

42 

663 

P-D 

46 

715 

Parkview-Gem 

3.7 

44 

703 

5.2 

38 

628 

def 

def 

—7.7 

47 

769 

P-D 

46 

44 

715 
704 

City  Stores 

1.7 

45 

726 

2.2 

45 

727 

0.9 

1.5 

0.9 

45 

733 

—32.6 

Arlan's  Dept  Stores 

def 

46 

768 

def 

46 

766 

def 

def 

—3.3 

46 

760 

P-D 

46 

715 

Jack  Eckerd 

«« 

•  0 

19.8 

17.2 

38.7 

2 

12 

36.0 

1 

16 

Arlen  Realty  &  Develop. 

•  0 

•  • 

1.9 

1.6 

0* 

•  0 

Industry  Medians 

12.8 

8.6 

10.9 

7.1 

9.2 

3.6 

Note:  Explanation  of  Yardstick  calculations  on  pag?  105.        tThree  year  average.         ttThree-year  growth 
"Not  available;  not  ranked        def.— Deficit.        P-D  Profit  to  deficit. 


JFour  year  average. 
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Tomorrow  morning,  over  80  million  people  will  be 
working  to  clean  up  this  neighborhood. 


There  are  over  80  million 
working  men  and  women  in  the 
U.S.  today. 

And  every  day  that  they  go  to 
their  jobs,  they're  helping  to 
solve  the  problems  that  beset  us. 
Urban  decay,  drug  abuse,  pol- 
lution, hunger,  poverty,  crime. 

How  do  they  do  this?  By  paying 
taxes,  in  whatever  form. 

Historic  role  for  business 

Why  do  we  make  this  obvious 
point?  To  make  another. 

To  make  the  point  that  there  are 
many  people  who  simply  do 
not  realize  that  the  original  source 
of  all  funds  for  change  for  the 
better  is  business.  Profitable,  grow- 
ing businesses  like  ours  that 


provide  jobs  and  income  for 
working  Americans. 

Growing  business  essential 

To  some  people,  business  is  the 
cause  of  our  nation's  ills.  We  say 
it's  the  cure.  Because  the  neces- 
sary funds  for  change  for  the  better 
—in  the  form  of  taxes— originate 
with  business. 

It  is  the  taxes  of  the  American 
worker  and  American  business 
that  sustain  government  at  all 
levels  and,  thus,  pay  for  improve- 
ment programs  our  society  needs. 

Like  low-cost  public  housing, 
medicare,  training  of  the  hard- 
core unemployed,  veterans' 
education,  the  fights  against 
drug  abuse  and  cancer,  school 


lunch  programs— to  name  a  few. 
Working  together 

Our  nation  receives  its  momen- 
tum and  sustenance— directly  or 
indirectly— from  business.  Grow- 
ing business. 

No  growing  busir.ess,  no 
money  to  deal  with  the  growing 
problems  that  plague  us  today. 

So  we've  got  to  work  together. 
All  80  million  of  us. 

International  Telephone  and 
Telegraph  Corporation, 
320  Park  Avenue,  New  York, 
N.Y.  10022. 


ITT 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 
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If  you  make  airplanes  ortoasters- 
or  anything  else  that  uses 
electrical  connections-call  AMP 

We  can  help  you  put 
a  smile  on  your  bottom  line. 


The  bottom  line  is  what  it's  all 
about.  Right? 

And  it's  getting  tougher  and 
tougher  these  days,  when  you 
have  more  competition  and  more 
community  obligations  than  ever 
before,  to  make  that  bottom  line— 
the  profit  line— come  out 
looking  good. 

But  that's  the  name  of  the 
game.  And  we've  helped  hundreds 
of  companies  (who  harness 
electricity)  play  it.  And  play  it  well. 

We're  AMP  Incorporated. 
We  make  electrical  and  electronic 
connections. 

Good  ones.  And  lots  of  them. 


So  if  you  make  airplanes 
or  toasters— or  anything  else  that 
uses  electrical  connections— 
call  AMP  Incorporated. 

Or  write  Box  23  for  our 
brochure:  "Decade  of  the  70's'.' 
AMP  Incorporated, 
Harrisburg,  Pennsylvania  17105. 

Facts  you  might  like  to  know 
about  AMP  Incorporated. 


•  Over  $24  million  spent  in  1971  on  research, 
development  and  engineering  for  the  creation 
and  application  of  new  and  improved  products 
and  processes. 

•  Over  10,000  employees  world-wide. 

•  Over  100  manufacturing  plants,  warehousing 
facilities  and  sales  offices  in  USA  and  22 
other  countries. 

•  Over  35,000  electrical  or  electronic 
product  items. 


Manufacturing  and  direct  sales  facilities  worldwide:  Barcelona,  Brussels, 
Buenos  Aires,  Frankfurt.  London,  Mexico  City,  Paris,  Puerto  Rico,  Sao  Paulo, 
s'Hertogenbosch  (Holland),  Sydney,  Stockholm,  Tokyo,  Toronto,  Turin,  Vienna. 


AIVI 


INCORPORATED 


We  can  help  you  put  a  smile  on  your  bottom  line. 


You  depend  on  him. 
And  he  depends  on  trucks. 


Just  think.  Without  the  srvices  of  trucks,  an  infant's 
life  could  end  for  want  of  oxygen.  Hospitals  would  go 
begging  for  penicillin  anc  Mtal  medicines,  if 

there  were  any  hospitals  at  all.  Without  trucks  to  bring 
him  the  tools  and  supplies  oi  hi:        -ossion,  your  own 


doctor  would  be  virtually  helpless.  And  you  would  be, 
too.  For  this  and  much  more,  we're  thankful  trucks  are 
there  when  we  need  them.  From  farms  to  pharmacies. 
Because  trucks  carry  more  than  just  cargo  . . .  they 
carry  the  life  of  a  nation. 


TRUCK  INSURANCE  EXCHANGE  jOjg^ 

A  member  of  Farmers  Insurance  Group  Am.„c.„  „ucll.    TT, 


(Continued  from  page  168) 
in  sales  and  earnings,  while  maintain- 
ing over  5%  in  profit  margins.  Penney, 
the    second-largest    retailer,    climbed 
16%  in  sales  and  12%  in  earnings. 

Kresge  continued  to  lead  the  dis- 
counters with  an  annual  earnings  gain 
of  around  14%.  And  this  despite  Kres- 
ge's  struggle  to  stay  within  the  Gov- 
ernment's guidelines,  which  forced  it 
to  rely  on  a  strong  promotional  effort 
to  maximize  sales  volume  while  at  the 
same  time  cutting  its  prices.  Kres- 
ge's  return  on  equity  was  17.8%.  By 
contrast,  other  discounters,  such  as 
Vornado  and  F.W.  Woolworth,  had 
returns  on  equity  of  8.7%  and  8.3%, 
respectively. 

Last    June    it    didn't   just    rain,    it 


poured.  That  hurt  retail  sales.  But 
the  layered  look  helped  to  boost  ap- 
parel sales,  because  to  be  in  fashion 
today's  woman  had  to  buy  a  blouse, 
sweater  and  blazer.  And  once  inside 
the  store  she  often  bought  a  bit  more, 
too.  This  contrasts  with  the  fashion 
fiasco  of  1970,  when  women  didn't 
really  know  what  to  buy  and  so 
bought  nothing. 

The  same  rules  apply  even  in  su- 
permarketing.  Trying  to  make  up  in 
price-cutting  ("Where  Economy  Orig- 
inates") what  it  lacked  in  real  retail- 
ing skill,  A&P  will  sink  an  estimated 
$50  million  into  the  red  on  sales  of 
around  $6  billion.  Safeway,  almost 
exactly  the  same  size  as  A&P,  earned 
$90    million   in    spite    of   A&P's    dis- 


counting. A&P's  move,  however, 
dragged  some  others  down  with  it. 
Kroger's  earnings  fell  over  50%,  and 
First  National  Stores  and  Acme  Mar- 
kets were  in  the  red. 

Can  A&P  price-cut  its  way  back  to 
prosperity?  It  may  well  be  that  its 
management  has  misread  changing 
consumer  psychology  again,  as  it  has 
so  often  in  the  past.  It  wasn't  what  you 
did  but  how  you  did  it. 

To  illustrate:  Talking  about  his  own 
business,  Melville  Shoe's  Chairman 
Francis  C.  Rooney  Jr.  said  something 
that  probably  applies  to  all  retailing, 
supermarkets  included.  "Overall,  the 
consumer  is  becoming  more  sophis- 
ticated, more  demanding.  The  special- 
ized stores  or  specialized  departments, 


1 

PR0FITABI 

LITY 

GROWTH 

1 

r 

\ 

Latest  12-Month 

5- Year  Annual 

5- Year  Annual 

EQUITY 

TOTAL  CAPITAL 

'            Return  on  ■— — 

Sales  Growth 

Earnings  Per  Share  Growth 

t 

f           Ran*           > 

nana           -\ 

TOTAL 

r 

nann * 

k              f 

itanK \ 

In  This 

Among  All 

In  This 

Among  All 

EQUITY 

CAPITAL 

In  This 

Among  All 

In  This 

Among  All 

Company 

Percent 

Industry 

Companies 

Percent 

Industry 

Companies 

Percent 

Percent 

Percent 

Industry 

Companies 

Percent 

Industry 

Companies 

Lucky  Stores 

31.7 

1 

9 

16.1 

4 

53 

30.9 

15.4 

23.2 

1 

48 

23.1 

1 

31 

Fisher  Foods 

24.6 

2 

24 

13.4 

5 

100 

23.3 

10.8 

20.6 

4 

58 

20.7 

2 

44 

Winn-Dixie  Stores 

21.4 

3 

43 

20.9 

2 

21 

20.8 

21.0 

12.8 

11 

186 

9.1 

8 

187 

Weis  Markets 

21.2 

4 

46 

21.0 

1 

19 

18.1 

18.0 

9.4 

21 

367 

8.4 

9 

209 

Sperry  &  Hutchinson 

20.6 

5 

51 

20.0 

3 

25 

17.3 

15.4 

10.4 

16 

301 

54 

12 

309 

Pueblo  International 

19.1 

6 

64 

13.2 

6 

105 

7.7 

5.6 

20.8 

3 

57 

—6.6 

22 

607 

Dillon  Companies 

18.6 

7 

73 

13.1 

7 

111 

20.6 

14.7 

23.1 

2 

49 

14.7 

4 

95 

Supermarkets  General 

174 

8 

92 

9.8 

16 

272 

12.5 

5.9 

17.5 

6 

84 

2.7 

15 

417 

Cook  United 

16.6 

9 

110 

10.3 

14 

248 

10.2 

6.5 

7.6 

24 

490 

—1.1 

17 

515 

Albertson's 

16.2 

10 

119 

12.8 

9 

125 

16.7 

12.4 

10.0 

18 

328 

7.8 

10 

228 

Southland  Corp 

15.9 

11 

129 

92 

19 

318 

16.4 

7.9 

17.4 

7 

86 

17.1 

3 

73 

Giant  Food 

14.8 

12 

175 

11.3 

11 

194 

14.1 

10.6 

16.9 

8 

98 

11.0 

5 

150 

Safeway  Stores 

14.5 

13 

191 

13.1 

8 

112 

15.8 

14.5 

11.0 

14 

270 

9.5 

7 

176 

Big  Bear  Stores 

14.3 

14 

200 

12.7 

10 

128 

12.7 

10.9 

9.0 

22 

405 

4.8 

14 

332 

Fred  Meyer 

14.2 

15 

213 

10.8 

12 

223 

14.1 

11.7 

12.4 

12 

200 

10.9 

6 

152 

Jewel  Companies 

13.8 

16 

235 

9.3 

18 

310 

13.2 

8.7 

9.7 

19 

342 

74 

11 

241 

Waldbaum 

13.6 

17 

247 

10.1 

15 

255 

8.1 

6.4 

14.3 

10 

146 

0.0 

16 

489 

Colonial  Stores 

12.7 

18 

299 

10.6 

13 

236 

12.3 

10.7 

5.6 

30 

605 

5.2 

13 

317 

J  Weingarten 

11.0 

19 

394 

9.1 

20 

321 

7.5 

5.2 

10.1 

17 

320 

—5.5 

20 

587 

Kroger 

10.7 

20 

417 

9.4 

17 

301 

5.0 

4.6 

5.2 

31 

625 

—104 

24 

638 

Grand  Union 

10.4 

21 

437 

9.1 

21 

325 

6.9 

6.2 

7.2 

26 

508 

—2.7 

19 

548 

Stop  &  Shop 

9.9 

22 

466 

6.1 

24 

551 

6.8 

4.4 

10.5 

15 

294 

—7.5 

23 

619 

Intl  Basic  Econ 

7.8 

23 

577 

6.9 

23 

473 

3.8 

3.3 

6.2 

28 

571 

—5.8 

21 

592 

Shop-Rite  Foods 

7.5 

24 

588 

7.0 

22 

471 

3.6 

6.4 

2.8 

36 

702 

—11.0 

25 

644 

Food  Fair  Stores 

7.1 

25 

599 

5.3 

26 

616 

def 

def 

8.9 

23 

407 

P-D 

30 

715 

Acme  Markets 

6.1 

26 

641 

5.7 

25 

581 

1.2 

1.7 

7.4 

25 

497 

-  24.4 

27 

695 

National  Tea. 

6.0 

27 

642 

5.0 

27 

636 

2.4 

2.3 

6.0 

29 

587 

—19.0 

26 

681 

Penn  Fruit 

5.0 

28 

669 

4.3 

28 

667 

def 

def 

14.6 

9 

138 

P-D 

30 

715 

Bohack 

4.9 

29 

670 

3.9 

30 

686 

6.3 

3.0 

6.4 

27 

556 

DP 

Foodarama  Suprmkts 

4.1t 

30 

690 

3.2f 

32 

708 

def 

def 

4.3ft     33 

660 

P-D 

30 

715 

Baza'r 

4.0 

31 

694 

4.2 

29 

675 

def 

def 

19.0 

5 

71 

P-D 

30 

715 

Great  Atl  &  Pac  Tea 

3.7 

32 

705 

3.6 

31 

697 

def 

def 

1.4 

38 

725 

P-D 

30 

715 

Thrifti  mart 

2.6 

33 

716 

2.5 

34 

720 

def 

0.1 

—1.3 

39 

748 

P-D 

30 

715 

Borman's 

2.0 

34 

723 

2.0 

35 

730 

def 

def 

2.2 

37 

711 

P-D 

30 

715 

Arden-Mayfair 

1.5 

35 

729 

2.6 

33 

718 

1.0 

2.3 

2.9 

35 

697 

—35.0 

29 

706 

First  Natl  Stores 

tt- 

36 

731 

1.3 

37 

738 

def 

def 

5.2 

32 

627 

D-D 

38 

762 

Allied  Supermarkets 

def 

37 

754 

1.7 

36 

734 

3.6 

3.5 

9.7 

20 

348 

—24.8 

28 

697 

E  F  MacDonald's 

def 

38 

764 

def 

38 

762 

def 

def 

3.1 

34 

695 

P-D 

30 

715 

Great  Scott  Suprmkts 

•• 

•* 

10.6 

9.9 

12.4 

13 

201 

—1.9 

18 

528 

Industry  Medians 

10.9 

9.2 

7.5 

5.9 

9.7 

—4.1 

Note:  Explanation  of  Yardstick  ca 

culations  on  page  105. 

tThree-year  average.         ++TI 

iree-year  growth.        ** 

Not  availa 

ble;  not 

anked.        def 

—Deficit. 

DP  Deficit  to  profit. 

P-D  Profit  to  deficit 

D-D  Deficit  to  deficit. 
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All  new 

Office/  Industrial 

Park 


Architect's  Rendering 


1,200-acres/Central  Florida. 

•  Sewer,  water,  rail  and  highway 
frontage.  Restrictive  covenants 
Daily  switching.  Daily  motorfreight. 

•  Located  21  miles  south  of  Orlando, 
13  miles  south  of  Walt  Disney  World 
on  U.  S.  17-92. 

•  269,000  labor  pool  within  30  miles 
of  park.1  Favorable  wage  rates. 
Florida  is  a  right-to- work  state. 

•  Favorable  tax  structure. 

•  First  building  completed  (70,000 
sq.  ft.),  October,  1972. 

•  We  will  build  to  your  specifications, 
build-lease   and   arrange   financing. 

1  Florida  Statistical  Abstract,  1971 

(Orange.  Osceola,  Seminole  &  Polk  Counties.) 

r — — — — -i 

Poinciana  Office/ 
Industrial  Park 

Designed  by  GAC  Industrial  Development,  Tnc 
Member  of  National  Association  of  Industrial  Parks. 

Mr.  James  H.  Franc,  C.I.D. 
Manager  of  Industrial  Sales 
GAC  Properties  Inc 
3150  Poinciana  Blvd. 
Kissimmee,  Florida  32741 
Telephone  (305)  348-5000 

Please  send  me  information  on 
locating  at  Poinciana  Office/ 
Industrial  Park.  I  am  planning  an 
office  D    warehouse  □  or 
manufacturing  plant  □. 
I  will  require  (no.)  square  feet. 


Name- 
Title. 


Company. 
Address 

City 


.State 


_Zip_ 


Telephone. 


K-l 


POMCiRMA 


Offer  not  valid  in  states  where  prohibited  by  law. 

P7945  ©GAC  1972 
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"Don't  friendly  greeting  me,  Mr.  $1.89-apound!" 


1972  The  Ne, 


Drawing   by   Stevenson 
'  Yorker  Magazine,   Inc. 


Food  Prices  have  turned  out  to  be  the  boromefer  of  how  successful  price 
controls  are  in  keeping  down  inflation.  That  makes  executives  like  Don  Perkins, 
president  of  Jewel  Cos.,  chagrined.  Quipped  Perkins  ruefully:  "Food  prices 
get  as  much  publicity  as  the  National  Football  League  standings— unfortunately ." 


which  offer  more  depth  and  variety 
in  a  given  area,  are  going  to  heat  the 
general  merchandisers.  They  are  going 
to  be  hurt  less  when  business  is  poor. 
They  are  going  to  be  the  big  gainers 
when  business  picks  up."  Sometimes, 
Rooney  went  on,  the  customers  are 
not  only  willing  to  pay  higher  prices; 


they  prefer  to,  provided  the  higher 
price  gives  them  what  they  want 
when  they  want  it. 

As  the  King  said  in  Anna  and  the 
Kin<i  of  Siam:  "Some  things  are  near- 
ly so;  others  are  nearly  not."  In  retail- 
ing it  isn't  enough  to  be  "nearly  so." 
Just  look  at  the  also-rans.    ■ 


For  Quality,  You  Gotta  Pay 


"The  Street  is  obsessed  with  num- 
bers,'' says  Joseph  Ellis  of  Goldman, 
Sachs,  but  in  retailing  the  most  im- 
portant ingredient— management— can- 
not always  be  measured  by  numbers. 
John  Cold  of  Merrill  Lynch  puts  it 
even  more  strongly:  "In  retailing, 
management  is  all  there  is."  On  the 
same  theme  Gerald  Gallagher  of 
Donaldson,  Lulkin  &  Jenrette  points 
out  that  Kresge's  great  success  in  dis- 
counting did  not  happen  in  a  vacuum. 
It  resulted  in  declining  profits  for  the 
older  discount  houses.  Gallagher  says 
that  the  quality  managements  in  re- 
tailing are  going  to  continue  this  kind 
of  pressure  on  weaker  rivals.  You  just 
know  it  is  going  to  happen,  but  you 
can't  prove  it  by  numbers.  In  the  kind 
of  mayhem  A&P  is  wreaking  in  super- 
markets, for  example,  one  does  not 
doubt  Safeway  and  Winn-Dixie  will 
survive.  But  what  about  weaker 
chains?  What  about  A&P  itself? 

Not    surprisingly,    there    is    a    huge 


price/ earnings  gap  in  retailing  be- 
tween those  companies  that  have  it 
and  those  that  don't.  Sears  has  it— 
and  a  P/E  of  31;  Rapid  American's 
P/E  is  only  fi. 

Management  aside,  what's  ahead  in 
retailing?  Some  analysts  point  to  the 
department  stores  as  a  promising 
area;  because  they  are  in  so  main 
different  things,  they  can  switch  em- 
phasis back  and  forth  a;  lads  and 
fashions  change.  Analysts  are  also 
strong  on  companies  like  Sears  and 
Penney,  which  have  responded  to  the 
growing  mass  middle  market  by  up- 
grading their  merchandise. 

No  surprises  here,  really.  Obviously, 
the  t  rick  will  be  to  identify  companies 
that  have  high-quality  managements 
—but  whose  VII',  ratios  don't  vel  re 
fleet  the  fact.  Otherwise,  retailing  is 
pretty  much  like  everything  else:  It 
you  want  quality,  you  have  to  pay 
for  it.  If  you  want  bargains,  you've 
got  to  take  your  chances. 
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Pan 

Eastern 


—a  significant  new 


name  in  the  Panhandle  Eastern  group.  Known 
formally  as  Pan  Eastern  Exploration  Company, 
this  new  organization  is  devoted  to  one  objective— 
explore  and  develop  new  reserves  of  natural  gas  for 
the  Panhandle's  market  area  in  the  Midwest. 

From  its  origin  43  years  ago,  Panhandle  Eastern— 
one  of  the  nation's  major  gas  transmission  systems 
—has  consistently  maintained  a  strong  position  in 
Company-owned  gas  production.  Now  these 
producing  properties  provide  the  base  for  Pan 
Eastern's  new  exploration  investment  under 
an  innovative  concept  recently  approved  by  the 
Federal  Power  Commission.  The  Company-owned 
producing  properties— 540  gas  wells— have  been 
transferred  to  Pan  Eastern  in  a  transaction  which 
will  generate  an  additional  $43.6  Million  over  the 
next  five  years  to  expand  gas  exploration. 

Pan  Eastern— a  new  name— a  new  concept— going 
to  work  on  one  of  the  nation's  most  urgent  needs- 
developing  more  clean  natural  gas  for  the  future. 

Panhandle 

Ldblvl       I  PIPE  LINE  COMPANY 

Trunkline  Gas  Company 

3000  Bissonnet  Avenue,  Houston,  Texas  77005 
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Transportation 


Business  looks  good  for  the 

transportation  companies.  Politics, 

however,  is  a  big  question  mark. 


Investors  who  kept  their  eyes  glued 
on  the  bottom  line  of  almost  any  trans- 
portation company  would  probably 
conclude  that  1973's  expanding  econ- 
omy ought  to  translate  itself  into  high- 
er earnings  (see  box)  as  197 2's  al- 
ready has. 

The  airlines  in  1972  were  surely 
the  comeback  kids  of  the  transporta- 
tion world.  From  losses  in  1970  and  a 
bare  break-even  showing  in  1971,  the 
12  major  carriers  rebounded  during 
the  past  year  to  a  respectable  $230 
million  in  earnings.  Other  things  being 
equal,  the  industry  has  good  prospects 
this  year  of  reaching  that  halcyon 
altitude  of  S400  million  to  $500  mil- 
lion that  it  had  aspired  to  in  the 
middle  Sixties. 

But  all  things  are  not  equal,  either 
in  the  economy  or  in  the  airlines'  deal- 
ings   with    Government.    The    future 


may  be  rougher  than  it  looks.  The 
thorniest  issue  the  air  carriers  face  is 
the  Civil  Aeronautics  Hoard's  relaxa- 
tion of  charter  flight  restrictions;  less 
than  six  months  ago  the  CAB  issued 
new  rules  that  in  effect  abolished  the 
so-called  "affinity"  rule,  at  least  theo- 
retically limiting  charter  Might  cus- 
tomers largely  to  fraternal  organiza- 
tions. Some  suits  have  been  filed  by 
airlines  to  challenge  the  CAB's  new 
stance,  but  general  industry  opposi- 
tion has  been  so  desultory  as  to  be  al- 
most nonexistent. 

Most  of  the  argument  about  charter 
flights  has  been  couched  in  terms  of 
the  North  Atlantic  run,  whereas  in 
fact  the  biggest  impact  could  be  on 
domestic  carriers.  The  result  could  be 
a  rebirth  of  the  long-outlawed  "fly- 
free-if-you-stay-with-me"  ploy  that 
some    hotelkeepers    tried     15    years 
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Yellow  Freight  System 

40.4 

1 

5 

14.7 

2 

74 

41.7 

17.9 

16.7 

5 

99 

22.0 

2 

35 

Roadway  Express 

23.5 

2 

27 

21.0 

1 

19 

30.8 

29.2 

17.5 

4 

85 

26.5 

1 

25 

Leaseway  Transport 

22.4 

3 

34 

7.7 

7 

414 

29.3 

9.1 

12.7 

8 

193 

19.8 

3 

51 

Consol  Freightways 

21.7 

4 

39 

11.5 

4 

181 

25.2 

13.8 

10.8 

10 

278 

12.4 

7 

125 

Ryder  System 

17.5 

5 

91 

7.7 

6 

413 

15.7 

6.8 

31.4 

2 

29 

19.3 

4 

53 

Greyhound 

15.5 

6 

143 

10.8 

5 

223 

14.0 

8.6 

36.9 

1 

19 

3.4 

11 

391 

U  S  Freight 

15.2 

7 

156 

13.8 

3 

91 

21.2 

19.9 

4.0 

20 

670 

6.8 

9 

260 

National  City  Lines 

7.3 

8 

592 

5.2 

9 

629 

8.8 

5.0 

18.3 

3 

77 

5.2 

10 

320 

Southern  Railway 

6.7 

9 

613 

5.0 

10 

637 

5.7 

7.8 

14 

477 

9.0 

8 

193 

Alexander  &  Baldwin 

6.5 

10 

625 

5.8 

8 

570 

7.1 

—2.5 

24 

758 

—4.0 

14 

564 

St  Louis-San  Fran  Ry 

6.1 

11 

639 

4.4 

12 

662 

4.3 

7.7 

16 

488 

2.9 

12 

409 

Southern  Pacific 

5.9 

12 

646 

4.2 

13 

676 

3.5 

6.1 

17 

574 

—4.7 

15 

5/5 

Norfolk  &  Western  Ry 

5.2 

13 

663 

3.9 

14 

680 

2.2 

9.1 

13 

399 

—23.9 

20 

694 

Seaboard  Coast  Line 

5.1 

14 

665 

4.8 

11 

648 

6.7 

15.4 

6 

123 

13.5 

6 

105 

C&0/B&0  Railroads 

4.2 

15 

685 

3.3 

17 

705 

3.1 

3.1 

23 

694 

—7.4 

17 

616 

Union  Pacific 

3.9 

16 

697 

3.6 

15 

694 

2.1 

11.3 

9 

257 

—15.6 

19 

670 

Santa  Fe  Industries 

3.7 

17 

703 

3.1 

18 

711 

3.2 

3.6 

21 

679 

—6.1 

16 

597 

Missouri  Pacific  R  R 

3.7 

18 

707 

2.4 

19 

721 

2.4 

7.7 

15 

482 

—13.2 

18 

661 

Illinois  Central  Inds 

3.5 

19 

710 

3.5 

16 

699 

3.0 

9.1 

12 

392 

—25.0 

21 

699 

Burlington  Northern 

1-5$ 

20 

727 

1.9* 

20 

733 

3.8 

3.8 

4.3 

19 

660 

—1.8 

13 

527 

Chicago  Milwaukee 

—3.5 

21 

751 

—0.8 

21 

753 

def 

def 

3.1 

22 

691 

P-D 

22 

715 

Chicago  Rock  Island 

—3.7 

22 

752 

—1.8 

22 

757 

def 

def 

5.8 

18 

592 

DO 

24 

762 

American  Export  Inds 

-61.7 

32 

766 

—4.4 

23 

763 

def 

def 

9.9 

11 

332 

P-D 

22 

715 

Penn  Central 

*e 

•• 

«» 

4  0 

00 

00 

Avis 

«« 

e« 

20.5 

5.5 

14.3 

7 

148 

17.7 

5 

69 

Industry  Medians 

5.9 

4.4 

&9 

4.3 

|   91 

0.6 

Note:  Explanation  of  Yardstick  calc 
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>n  page  105. 
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■year  average.        **Not 

available; 

not  ranked. 

def.— Deficit. 
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This  Is  Luxury?  Airline  advertising  lures  the  passengers  with  promises 
of  gourmet  food,  luxurious  in-flight  lounges  and  superb  service.  But 
all   too   often   the   scene   above   is   closer   to    what   they   actually   get. 


ago.  A  top  executive  of  one  major 
carrier  reported  ruefully  that  the  own- 
er of  a  big  hotel  chain  had  just  of- 
fered him  a  package  hotel-air  fare 
deal  that  would  yield  the  airline  just 
$50  per  passenger.  The  hotel  man 
added  that  he  had  a  $42  deal  with  an- 
other carrier,  but  he  didn't  like  that 
line's  image. 

What  can  the  industry  do  about 
such  drastic  price  cutting?  Really  not 
much.  Individual  airlines  need  favor- 
able actions  from  the  CAB  next  year 
that  are  more  important  to  them 
than    any    generalized   threat.    Trans- " 


atlantic  carriers  such  as  Pan  Ameri- 
can, Trans  World  and  National  want 
the  CAB  to  exercise  its  new  power 
from  Congress  to  veto  fare  cuts  by 
foreign-flag  lines.  Other  lines  are 
pushing  for  a  one-year  moratorium  on 
domestic  route  awards,  and  the  whole 
industry  is  considering  asking  the 
agency  for  another  rate  hike— perhaps 
as  much  as  7%  or  8%. 

Working  on  the  Railroad 

Even  more  vulnerable  to  what  the 
Government  may  do  this  year  is,  not 
surprisingly,  the  railroad  industry,  that 


weakest  link  in  the  transportation 
chain.  Industry  lobbyists  who  beat 
back  the  Nixon  Administration's  at- 
tempt last  year  to  "deregulate"  the 
surface  carriers  now  face  the  pros- 
pect that  the  pendulum  may  swing 
the  other  way  in  1973. 

For  example,  while  there  is  un- 
likely to  be  any  general  movement 
toward  nationalization  of  the  rail- 
roads, there  could  very  well  be  se- 
lective takeovers,  or  perhaps  poolings 
of  endangered  routes;  and  that  pos- 
sibility will  grow  along  with  the  grad- 
ual realization  in  Washington  that  the 
Penn  Central  is  not  making  any  note- 
worthy progress  toward  becoming  a 
viable  entity.  Congress  will  also  have 
to  face  up  to  the  reform  of  Section 
77  of  the  Bankruptcy  Act,  inserted  in 
the  1930s  to  take  care  of  railroads 
that  were  going  under  because  they 
couldn't  pay  their  debts.  The  act  is 
no  help  in  reorganizing  a  road  that 
can't  pay  even  its  operating  costs. 
Then  there  are  the  implications— to- 
tally unexplored— of  the  Interstate 
Commerce  Commission  decision  to  let 
the  Southern  Railway  run  a  barge  line. 

But  these  uncertainties  are  as  noth- 
ing compared  with  the  fact  that  all 
the  major  railroad  union  contracts  will 
expire  at  the  same  time  next  summer. 
And  this  in  the  middle  of  the  biggest 
labor  contract  year  since  World  War 
II,  with  the  Pay  Board  tiying  to  stop 
an  explosion.  The  railroads  may  have 
to  pay  plenty  to  get  past  that. 

At  least  as  high  a  price  will  have 
to  be  paid  by  the  one  really  healthy 
section  of  the  transportation  industry, 
the  truckers.  First,  the  truck  drivers 
lead  off  the  year  with  demands  for  a 
5%  raise  that  they  claim  is  due  them 
from  pre-wage-freeze  days.  Then  the 
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AIRLINES:  Yardsticks  of  Management  Performance 
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Delta  Air  Lines 

16.9 

1 

106 

8.9 

1 

333 

14.8 

7.4 

16.5 

2 

103 

2.2 

4 

435 

Flying  Tiger 

14.6 

2 

182 

7.8 

2 

406 

17.6 

7.1 

17.3 

1 

88 

26.5 

1 

24 

National  Airlines 

10.7 

3 

419 

6.4 

4 

521 

15.7 

6.9 

12.5 

5 

199 

0.5 

5 

474 

Northwest  Airlines 

10.5 

4 

430 

7.1 

3 

460 

5.8 

3.9 

2.2 

12 

710 

—15.1 

9 

667 

Braniff 

9.6 

5 

490 

4.6 

5 

655 

17.2 

7.6 

8.1 

10 

464 

5.2 

3 

318 

Continental  Airlines 

5.8 

6 

647 

3.5 

6 

700 

99 

4.4 

14.3 

3 

149 

—6.9 

8 

611 

Western  Air  Lines 

3.9 

7 

698 

3.4 

7 

703 

13.2 

5.5 

12.6 

4 

196 

—2.7 

7 

547 

American  Airlines 

3.0 

8 

713 

2.1 

10 

728 

1.1 

1.5 

9.7 

9 

348 

-37.0 

11 

707 

UAL 

2.3 

9 

719 

2.3 

9 

723 

4.2 

2.6 

10.6 

8 

287 

—17.5 

10 

676 

Eastern  Air  Lines 

1.0 

10 

732 

2.4 

8 

722 

8.0 

4.9 

12.3 

6 

204 

9.5 

2 

175 

Trans  World  Airlines 

0.7 

11 

736 

2.0 

11 

731 

11.1 

5.4 

10.8 

7 

280 

—1.1 

6 

517 

Pan  Am  World  Airways 

def 

12 

755 

0.2 

12 

749 

def 

def 

6.3 

11 

561 

P-D 

12 

715 

Industry  Medians 

4.9 

3.5 

10.5 

5.2 

11.6 

-1.9 

Note:  Explanation  of  Yardstick  cal( 

.ulations  on 

page  105. 

def.— Deficit. 

P-D  Profit  to  deficit. 
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FINANCING 

For 

Site  ■  Plant 

And 
Capital  Equipment 


Available  in 

St.  Paul 

Minnesota 

*AII  City  Utilities  and  Industrial  Roads  Installed 
^Mississippi  River  Sites  From  1  To  100  Acres 
*  Zoned  for  Heavy  and  Light  Industry 


RIVERVIEW  INDUSTRIAL  PARK 

Zoned  Light  Industry 
'  230  Acres -Has  33  Tenants 
Adjacent  to  Executive 
Jet  Airport 
•  Freeway  and  Rail 
Facilities  in  Park 


RED  ROCK  INDUSTRIAL  DISTRICT 

•  Zoned  Heavy  Industry 

•  600  Acres  •  Has  6  Tenants 

•  Rail  and  River  Sites 

•  Adjacent  to  Major         ( 
Freeways 


For  complete  information  send  coupon  below  or  write  to:  Eugene  A  Kraut, 
Assistant  Executive  Vice  President  I  Donald  G.  Dunshee,  Director  Industrial 
Development  I  All  Inquiries  Held  In  Confidence 

PORT  AUTHORITY  OF  THE  CITY  OF  SAINT  PAUL 

330  MINNESOTA  BUILDING 
ST.  PAUL.  MINNESOTA  55101 
612    224-5686 


NAME. 


.TITLE. 


FIRM. 


ADDRESS. 


CITY. 


.STATE. 


.ZIP. 


national  Teamster  contract  expires  in 
June.  Significantly,  the  Teamster  talks 
begin  exactly  30  days  after  the  rail 
shop  talks  begin. 

The  prospects  for  a  trucking  strike? 
Most  industry  sources  cautioned  that 
even  if  national  talks  are  making 
progress,  local  unions  can  upset  the 
applecart:  In  1970  the  Midwest  was 
paralyzed  by  a  wildcat  strike  of 
Chicago  Teamsters,  who  rejected  a  na- 
tional contract.  The  most  optimistic 
fact  is  that  Teamster  President  Frank 
Fitzsimmons  is  in  a  stronger  posi- 
tion inside  the  union  than  he  was 
when  he  took  over  from  Jimmy  Hoffa, 
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In  transportation  the  talk  easily 
turns  to  leverage.  Both  railroads  and 
airlines  are  known  as  high-leverage 
industries:  They  have  unusually  high 
debt-to-equity  ratios,  as  well  as  high 
operating  leverage— that  is,  fixed  costs 
are  high  in  ratio  to  variable  costs. 

No  one  is  counting  on  bad  times  in 
1973.  The  year  ahead  is  generally 
viewed  as  an  up  year,  so  Wall  Street- 
ers  are  counting  on  leverage  to  push 
transportation  profits  to  new  highs  for 
the  Seventies.  That's  generally  true. 
There  are  some  things  to  watch  out 
for  when  you  start  looking  at  spe- 
cific stocks. 

"Railroads  are  high  leverage  too, 
not  so  high  as  the  airlines,  but  high 
nonetheless.  You  do  have  to  watch 
the  impact  of  rate  changes  and  re- 
ductions in  operating  expenses,  but 
that  impact  varies  widely  from  com- 
pany to  company,"  counsels  Isabel 
Benham  of  Shearson,  llannnill,  the 
doyenne  of  rail  security  analysts. 

"Take  a  railroad  with  SI  billion 
revenues:  Every  1%  change  in  operat- 
ing revenues— say,  by  cutting  mainte- 
nance of  right-of-way— brings  you  $10 
million.  For  the  Seaboard  with  13 
million  shares  outstanding,  that  trans- 
lates into  73  cents  a  share.  For  the 
Santa  Fe  with  25  million  shares,  it's 
only  40  cents  a  share." 

The  leverage  factor  will  make  itself 
felt  most  dramatically  in  the  airline 
industry,  most  analysts  agree.  And 
TWA  seems  to  have  scored  the  most 
dramatic  comeback  of  any  ol  the  sm- 
vivors  ol  the  1970-71  drought. 

"TWA's  management  really  bit  the 
bullet  on  COSt-CUtting  during  the 
slump,"    an    Oppenheimer    spokesman 

told  Forbes.  "They've  had  a  majoi 
turnaround    from   a    6-cenl    loss    pei 

share  in  1970  to  plus  1 1  cents  in 
1971,  and  we  estimate  1972  at  S3  a 
share.  In  1973  it  could  go  to  $6, 

One  airline  that  didn't  have  lo  come 
back    was    Delta,    which    was    able    lo 

absorb  a  faltering  Northeast  last  yeai 
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and  thus  less  likely  to  feel  he  must 
prove    something    by    acting    tough. 

"Watch  the  January  catch-up 
talks,"  advised  one  shrewd  industry 
observer.  "That's  the  key  for  trucking 
in  1973.  If  the  Price  Board  shoots 
down  an  agreement,  then  there'll  be 
trouble.  If  it  goes  through,  the  Team- 
sters might  be  coaxed  into  an  18- 
month  contract— say,  until  controls  are 
off— and  some  fringe  benefit  improve- 
ments instead  of  big  wage  hikes." 

Much  depends  on  Washington  in 
these  regulated  industries.  A  good 
analyst  must  know  his  politics  at  least 
as  well  as  his  economics.   ■ 


and  still  notch  what  most  analysts  be- 
lieve will  be  $45  million  in  earnings 
when  the  final  figures  are  in.  This 
year  United  Air  Lines  is  expected  to 
surpass  its  estimated  $20  million  net 
in  1972,  and  American  Airlines'  ($5 
million  in  1972)  profit  picture  should 
brighten  as  the  domestic  East-to- 
West  Coast  market  improves. 

Grainy  Picture 

Whether  from  Shearson  Hammill's 
Benham  or  Henry  Livingston  of 
Dodge,  Clark,  the  prognosis  on  the 
rail  carriers  was  more  restrained. 
"Even  while  the  economy  improves, 
the  roads  will  continue  to  have  rate 
troubles,"  says  Livingston.  "Some- 
thing like  the  Russian  grain  deal  cer- 
tainly helps,  but  it  helps  only  those 
directly  involved.  The  overall  grain 
trade  means  less  than  10%  to  the 
whole  industry." 

The  big  grain  winners  are  the 
Santa  Fe,  the  Burlington  Northern 
and  the  Union  Pacific.  The  Missouri 
Pacific,  the  Milwaukee  Road,  the 
North  Western  and  others  will  be 
cut  in  on  the  edges,  Livingston  says, 
but  the  UP  and  Burlington  Northern 
get  the  added  push  of  being  the  prime 
movers  of  the  West's  low-sulphur 
coal  industry. 

"I  think  the  roads  in  the  South,  the 
Seaboard  and  the  Southern,  will  con- 
tinue to  do  well  because  of  consolida- 
tions and -good  management,"  Living- 
ston adds.  "But  the  eastern  roads 
are  old  and  obsolete.  Traffic  is  shift- 
ing away  as  industries  move  else- 
where. I  don't  know  about  them." 

Isabel  Benham  has  another  worry: 
"Looking  down  the  road  a  way,  I  see 
the  industry  having  trouble  raising 
money  in  the  bond  market.  There  will 
be  more  than  $800  million  in  bonds 
maturing  between  now  and  1980. 
Since  Penn  Central,  you  can  count 
only  a  handful  of  roads  that  have 
been  able  to  get  into  the  money  mar- 
ket, even  offering  convertibles." 


Earl  Nightingale 
would  like  to  talk 
to  you  about 

an  unusual 

business 
opportunity 


Its  all  on  a  record 
well  send  vou  free 


you 


With  it  you'll  get  the  full  story  of  the 
business  opportunity  that's  been  building 
for  more  than  a  decade. 
Earl  Nightingale,  "the  dean  of  personal 
motivation",  is  the  world's  most  listened-to 
broadcaster.  His  radio  and  television  programs  are 
heard  daily  on  almost  1,000  radio  and  television 
stations  throughout  the  free  world.  Now,  he 
talks  directly  to  you  with  this  personal  recording. 
Hear  Earl  Nightingale  tell  you  how  you  can  reach 
broader,  more  rewarding  goals  in  a  new, 
high-income  career. 

Hear  Earl  Nightingale  tell  you  how  you  can  bring 
to  individuals  and  to  industry  the  personal 
development  and  management  motivation 
programs  already  success-proven  by  more  than 
300  of  Fortune's  top  500  corporations  and 
thousands  of  other  large  and  small  businesses. 
Hear  Earl  Nightingale  tell  you  how  the  Nightingale 
Distributor  Opportunity  can  take  you  quickly 
to  your  goals  with  only  a  small  inventory  and 
training  investment  on  your  part,  and  complete 
help  in  all  directions  on  ours. 


It's  all  on  the  record 
— you.rs  FREE  with  this 

coupon.  Do  mail  it  today. 


earl  nightingale 

H 

tommunitations 


NICIITINCALE-CONANT  CORPORATION 

6677  N.  Lincoln  Ave.— Dcpt.  8513 
Chicago.  111.  60645 

Please  send  your  FREE  record  and  all  the  facts 
about  the  Nightingale  Distributor  Opportunity.  I 
am  under  no  obligation. 


Narat 


Address- 


City. 


State/Zip _ 


DIVIDEND  NOTICE 

MIDDLE  SOUTH  UTILITIES,  INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend 
of  271/2<P  per  share  on  the  Common  Stock,  an  increase  of 
1  <P  per  share,  payable  January  2, 1 973,  to  stockholders  of 
record  at  the  close  of  business  December  1 4,  1 972. 


December  1 , 1 972 


JAMES  E.  AMMON 
Treasurer  and  Secretary 


THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  S  Light  Company  Louisiana  Power  S  Light  Company 

Arkansas-Missouri  Power  Company  Mississippi  Power  S  Light  Company 

New  Orleans  Public  Service  Inc. 
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Our  Eleventh  Year  of  Progress 


|e0SCOIO72 


The  Year  Recorded  record  earnings  for  eight  consecutive  quarters;  latest  12-month  operating 

in  Review:  earnings  through  September  30  of  $39,674,000  up  35  percent,  also  a  record. 

Scored  record  gains  in  virtually  all  areas  of  insurance  operations;  combined  ratio, 
the  industry  yardstick,  stood  at  95  percent  for  the  latest  twelve  months;  net  premium 
volume  up  1 1  percent  for  latest  twelve  months,  to  $460,497,000,  another  record; 
market  value  of  combined  common  and  preferred  stock  portfolio  stood  at  $315 
million,  approximately  $84  million  in  excess  of  its  cost  basis,  as  of  September  30. 

Expanded  general  equipment  leasing  operations  worldwide  through  completion  of 
$150  million  financing  by  46  domestic  and  international  banks;  domestic  leasing 
credits  placed  on  an  unsecured  basis. 

Remarketed  or  extended  leases  on  IBM  System/360  computer  equipment  with  an 
original  cost  of  more  than  $64  million  in  first  nine  months  of  1972;  Company  turned 
over  more  than  $165  million  of  its  portfolio,  representing  over  60  percent  of  its  com- 
puter inventory,  since  its  remarketing/lease  extension  program  began  36  months 
ago.  All  computer  mainframes  were  on  lease  at  year-end  1972. 

Declared  first  quarterly  cash  dividend  of  10  cents  per  share  on  common  stock;  rate 
set  at  40  cents  per  share  annually. 

Signed,  through  container  leasing  subsidiary,  the  first  U.S.  maritime  order  to  supply 
the  Soviets  with  ship  containers. 

Initiated,  with  Securities  and  Exchange  Commission  approval,  development  of  new 
index  service  to  revolutionize  accessibility  to  corporate  data  filed  with  the  SEC. 

1973  marks  Leasco's  twelfth  year  in  business.  Concurrently,  our 
principal  subsidiary,  the  Reliance  Insurance  Company,  begins 
its  156th  year.  Our  growth  in  sales  and  earnings,  and  return  on 
shareholders'  equity  and  total  capital,  reflect  the  strong  com- 
petitive position  we  have  achieved  in  our  markets.  We  are  con- 
fident of  and  dedicated  to  the  continued  growth  of  our  share- 
holders' investment  in  their  company. 

For  information  write: 

Leasco  Corporation,  280  Park  Avenue,  New  York,  New  York  10017 


Consumer  Goods 


Last  year  was  good. 

Will  1973  be  great? 

Ask  the  Price  Commission. 


The  consumer  goods  industry  is  sup- 
posed to  depend  on  consumer  spend- 
ing patterns  for  its  direction,  but  it 
isn't  always  so.  For  example,  in  health 
care  and  personal  products,  the  recent 
recession  was  caused  as  much  by  in- 
ventory reductions  by  supermarkets 
and  drug  chains  squeezed  by  tight 
credit  as  by  any  reduction  in  con- 
sumer demand.  Now  the  current  re- 
covery is  being  fired  by  inventory 
rebuilding.  Consumer  demand  just 
hasn't  fluctuated  that  much  over  the 
past  three  years. 

In  other  segments  of  the  industry, 
the  recovery  was  well  under  way  by 
January  of  last  year,  though  consumer 
buying    didn't   pick    up    until    spring. 


APPAREL:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


•5- Year-Return  on- 


Company 


Percent 


EQUITY 

t Rank >> 

In  This      Among  All 
Industry      Companies 


TOTAL  CAPITAL 

/ Rank- 


In  This 
Percent  Industry 


Among  All 
Companies 


Latest  12-Month 
■  Return  on  — — • 

TOTAL 
EQUITY         CAPITAL 
Percent         Percent 


5-Year  Annual 
Sales  Growth 
"Rank- 


Percent 


t 

In  This 
Industry 


5-Year  Annual 
Earnings  Per  Share  Growth 

/ Rank" 


Among  All 
Companies 


In  This 
Percent  Industry 


Among  All 
Companies 


Rapid-American 
Melville  Shoe 
Jonathan  Logan 
Collins  &  Aikman 
Indian  Head 


29.6 
29.2 
18.9 
18.3 
16.7 


11 
12 
65 
77 
109 


9.8 
22.9 
12.3 
14.6 

9.1 


10 
1 
6 
2 

11 


275 
13 

147 
75 

328 


12.8 
24.5 
14.8 
20.1 
14.1 


6.2 
17.0 
11.6 
13.5 

8.1 


24.4 
16.3 
9.8 
12.2 
10.3 


1 
5 

16 
7 

13 


40 
108 
335 
211 
305 


4.7 
11.5 

6.4 
14.4 

3.1 


13 
6 

10 
2 

14 


338 
140 
277 
98 
402 


VFCorp 

Blue  Bell 

Kellwood 

Interco 

United  States  Shoe 


15.7$ 

15.3 

14.6 

14.3 

13.9 


6 
7 
8 
9 
10 


135 
149 
185 
197 
231 


13.8$ 

12.5 

11.5 

10.8 

11.3 


92 
139 
176 
227 
191 


16.4 
14.8 
13.5 
12.8 

12.2 


15.0 
12.5 

9.7 
11.0 

9.7 


17.114 
18.6 
9.6 
10.4 
11.9 


4 

3 

17 

12 

9 


93 

75 

353 

301 

224 


13.1«  4 

13.4  3 

1.9  18 

6.6  9 

2.4  15 


110 
108 
440 
269 
425 


Brown  Group  13.5  11  255  12.6  4  134  13.3  10.9  11.1  11  269  0.8  19  465 

Fieldcrest  Mills  11.3  12  383  8.2  14  375  10.0  7.4  5.5  23  612  0.0  21  489 

Kayser-Roth  10.6  13  421  7.1  20  463  7.4  5.3  7.4  22  501  —3.2  22  552 

Hart  Schaffner  &  Marx    10.5  14  430  9.0  12  330  8.6  7.3  9.4  19  371  —3.4  23  555 

Warnaco  10.2  15  450  7.8  16  404  12.0  8.2  12.1  8  220  2.2  17  434 

Cluett,  Peabody  9.9  16  464  8.9  13  338  8.4  7.3  10.2  14  314  —5.5  24  585 

Simmons  Co  9.8  17  483  8.2  15  377  11.4  7.3  9.9  15  330  10.1  7  160 

Burlington  Inds  9.6  18  488  7.3  18  443  6.6  5.3  4.6  26  652  —8.0  26  622 

SCOA  Industries  9.5  19  497  6.7  23  488  3.4  3.3  4.4  28  659  —17.1  28  674 

Philips-Van  Heusen  8.9  20  521  7.3  19  453  9.9  7.3  11.4  10  251  9.9  8  167 


Mohasco  Industries 

8.7 

21 

540 

7.1 

21 

464 

9.9 

8.4 

16.3 

6 

109 

13.0 

5 

113 

Genesco 

8.2 

22 

556 

6.8 

22 

485 

1.2 

2.3 

9.5 

18 

365 

—39.4 

31 

709 

United  Merch  &  Mfrs 

8.0 

23 

572 

6.4 

24 

521 

5.8 

4.7 

5.0 

24 

638 

—5.8 

25 

593 

Cannon  Mills 

7.7 

24 

579 

7.5 

17 

435 

7.5 

6.4 

4.4 

27 

658 

0.7 

20 

468 

M  Lowenstein  &  Sons 

6.6 

25 

623 

5.6 

25 

591 

5.7 

4.6 

8.4 

21 

441 

2.3 

16 

431 

West  Point-Pepperell 

5.6 

26 

655 

5.6 

26 

593 

5.4 

5.2 

3.4 

30 

683 

—11.4 

27 

647 

Cone  Mills 

4.1 

27 

689 

3.9 

27 

684 

6.6 

5.9 

4.0 

29 

669 

6.1 

11 

286 

J  P  Stevens 

3.7 

28 

702 

3.2 

28 

707 

1.6 

1.1 

2.1 

31 

715 

—28.4 

30 

703 

Springs  Mills 

2.8 

29 

714 

2.7 

29 

717 

4.5 

4.0 

9.0 

20 

402 

4.9 

12 

328 

Dan  River 

0.8 

30 

733 

1.6 

30 

736 

1.6 

2.1 

4.7 

25 

647 

—28.1 

29 

701 

Levi  Strauss 

0* 

«« 

16.0 

14.7 

23.5 

2 

47 

18.2 

1 

65 

McDonough 

•  0 

•0 

15.5 

9.4 

*s 

DO 

Industry  Medians 

10.1 

8.0 

10.0 

7.3 

9.8 

2.3 

Note:  Explanation  of  Yardstick  cal 

culations  on 

page  105. 

tFour 

year  average. 

ttFour 

•year  growth. 

"Not 

available; 

not  ranked. 
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The  consumer  continued  to  save  at  a 
record  pace  until  July,  and  he  didn't 
believe  the  recovery  was  for  real  un- 
til almost  autumn.  So  the  early  part 
of  the  recovery  was  the  result  of  busi- 
nessmen moving  in  advance  of  the 
consumer.  For  example,  the  solid  re- 
covery in  the  appliance  sector  began 
in  mid-1971  because  builders  involved 
in  the  housing  boom  were  buying 
ranges,  disposals,  washers  and  dryers. 
The  consumer  didn't  really  get  into 
the   act   in   any   numbers   until  early 


1972.  Now  he  is  buying  strongly  in 
all  segments,  as  shown  by  the  record 
Christmas  sales,  but  there  is  another 
external  factor  influencing  the  recov- 
ery—the Price  Commission. 

While  sales  are  up  in  all  of  the 
consumer  goods  industry  segments, 
profits  aren't.  In  fact,  in  most  seg- 
ments the  return  on  equity  last  year 
was  below  that  of  1971.  Costs  are 
pushing  upward,  but  the  Price  Com- 
mission has  been  slow  to  grant  re- 
lief, so  1973  could  be  even  tougher, 


especially  for  the  less  efficient  firms. 
The  household  goods  companies 
suffered  first  and  most  during  the  re- 
cession—consumer durable  purchases 
are  among  the  first  to  be  postponed 
by  consumers  when  hard  times  arrive 
—but  made  the  best  recovery  during 
1972,  thanks  to  the  housing  boom. 
Factory  sales  were  up  11%  over  1971, 
as  home  entertainment  items  like  col- 
or, TVs  and  stereos  were  up  more 
than  20%,  shielded  from  foreign  com- 
petition by  the  dollar  devaluation  and 
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Industry 

f 

In  This 
Industry 

naniv           > 
Among  All 
Companies 

Avon  Products 

40.4 

1 

4 

35.9 

1 

3 

38.0 

33.9 

14.8 

4 

134 

13.5 

3 

106 

Gillette 

28.5 

2 

13 

22.3 

2 

16 

24.7 

19.7 

12.7 

6 

191 

4.8 

12 

330 

Loew's 

23.2 

3 

30 

10.5 

12 

237 

23.4 

7.9 

42.1 

1 

10 

30.6 

1 

21 

Chesebrough-Pond's 

21.8 

4 

38 

17.6 

4 

39 

20.3 

16.0 

15.0 

3 

132 

9.0 

6 

190 

Philip  Morris 

21.6 

5 

42 

13.0 

9 

115 

21.6 

13.8 

18.0 

2 

80 

19.1 

2 

56 

Eastman  Kodak 

20.8 

6 

49 

19.7 

3 

27 

20.4 

19.0 

6.5 

16 

551 

6.8 

10 

262 

R  J  Reynolds  Inds 

20.3 

7 

53 

16.0 

6 

56 

21.8 

13.8 

8.2 

12 

459 

7.3 

8 

244 

Revlon 

18.5 

8 

74 

14.3 

8 

84 

17.7 

13.1 

8.0 

13 

469 

9.1 

5 

189 

Procter  &  Gamble 

18.3 

9 

79 

15.9 

7 

57 

19.1 

16.5 

8.3 

10 

449 

12.1 

4 

133 

Polaroid 

16.9 

10 

105 

17.1 

5 

45 

8.4 

8.4 

8.4 

9 

438 

—4.2 

17 

567 

American  Brands 

14.4 

11 

195 

10.5 

13 

240 

13.8 

9.2 

13.3 

5 

176 

6.9 

9 

257 

Colgate-Palmolive 

13.2 

12 

266 

12.5 

10 

137 

13.4 

16.2 

10.5 

8 

293 

7.4 

7 

241 

American  Cyanamid 

12.6 

13 

303 

11.0 

11 

206 

12.2 

9.9 

6.8 

14 

535 

2.5 

16 

420 

Purex 

11.4 

14 

371 

10.5 

13 

240 

13.4 

13.4 

11.1 

7 

266 

3.0 

15 

404 

Bell  &  Howell 

10.0 

15 

461 

8.9 

15 

334 

10.5 

9.3 

5.7 

17 

599 

3.3 

14 

395 

Liggett  &  Myers 

9.9 

16 

468 

7.9 

17 

392 

10.5 

7.7 

5.6 

18 

608 

3.7 

13 

379 

Scott  Paper 

9.1 

17 

513 

7.3 

18 

445 

7.0 

5.7 

3.9 

20 

671 

—7.3 

19 

614 

Havatampa  Cigar 

9.1 

18 

514 

8.8 

16 

342 

8.0 

7.3 

8.2 

11 

456 

6.4 

11 

276 

General  Cigar 

8.3 

19 

554 

6.1 

19 

549 

4.6 

4.0 

5.3 

19 

620 

—5.2 

18 

581 

Kimberly-Clark 

4.9 

20 

671 

4.5 

20 

659 

0.9 

1.4 

6.7 

15 

539 

—37.4 

20 

708 

Industry  Medians    15.7 


11.8 


13.6 


11.5 


8.3 


6.6 


HEAL  TH  CARE: 


Am  Home  Products  31.8  1  8  27.0  1  4  32.2  26.6  9.3  16  379            9.7  11  171 

GDSearle  295  2  10  24.5  6  11  28.8  20.4  14.4  6  143            9.9  9  164 

Merck  27.4  3  17  25.9  3  6  27.7  25.3  11.5  10  239            9.2  12  183 

Squibb  Corp  25.7  4  20  26.2  2  5  16.3  12.1  35.0  1  22  22.2  1  34 

Schering-Plough  25.1f  5  21  24.7f  5  10  26.4  25.1  11.4ft  11  249  18.4ft  ♦  64 


Smith  Kline  &  French 

25.1 

6 

22 

24.8 

4 

9 

22.7 

21.7 

8.1 

21 

465 

2.5 

20 

422 

Eli  Lilly 

24.9 

7 

23 

22.4 

7 

14 

29.8 

21.7 

14.1 

7 

159 

20.3 

2 

47 

Sterling  Drug 

232 

8 

30 

20.7 

8 

24 

21.5 

19.2 

9.3 

17 

382 

8.4 

14 

214 

Bristol-Myers 

21.3 

9 

45 

17.5 

10 

41 

17.8 

14.4 

9.7 

15 

345 

6.5 

16 

271 

Johnson  &  Johnson 

18.1 

10 

80 

17.5 

9 

40 

19.0 

18.3 

12.1 

9 

217 

18.8 

3 

59 

Warner-Lambert 

17.7 

11 

87 

16.0 

11 

55 

15.9 

14.5 

17.2 

4 

91 

10.5 

7 

158 

Pfizer 

17.3 

12 

98 

15.3 

12 

65 

17.7 

15.2 

9.2 

18 

391 

8.2 

15 

219 

Baxter  Laboratories 

165 

13 

104 

9.8 

19 

271 

12.2 

7.4 

21.1 

3 

56 

15.9 

5 

82 

Upjohn 

14.8 

14 

178 

14.5 

13 

78 

15.6 

14.3 

11.2 

12 

264 

5.9 

17 

295 

Becton,  Dickinson 

14.3 

15 

204 

10.9 

17 

217 

14.2 

9.6 

13.4 

8 

173 

9.7 

10 

170 

Abbott  Laboratories 

14.2 

16 

216 

11.8 

15 

168 

13.7 

10.2 

10.1 

14 

315 

4.3 

19 

348 

Richard  son-Merrell 

13.8 

17 

237 

13.2 

14 

103 

13.4 

12.5 

11.0 

13 

273 

8.5 

13 

208 

Morton-Norwich 

13.7 

18 

238 

10.7 

18 

233 

12.9 

Cenco 

12.8 

19 

292 

9.4 

20 

298 

13.2 

Am  Hospital  Supply 

12.0 

20 

341 

11.2 

16 

197 

10.7 

Miles  Laboratories 

11.4 

21 

376 

8.2 

21 

379 

7.2 

8.6 

8.7 

10.3 

5.1 


8.8 
29.1 
16.6 

8.2 


19 
2 
5 

20 


414 

31 

101 

463 


5.2  18 

10.1  8 

11.8  6 

-8.9  21 


Industry  Medians    1 7.7 


16.0 


16.3 


14.4       11.4 


9.7 


319 
162 
136 
631 


Note:  Explanation  of  Yardstick  calculations  on  page  105.        fThree-year  average.        ttThree-year  growth. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


December  6, 1972 


9,225,000  Shares 

Gulf  Oil  Corporation 

Capital  Stock 

(Without  Par  Value) 

The  shares  of  Capital  Stock  offered  hereby  are  presently  outstanding  shares  to  be  sold 

by  certain  shareholders  of  the  Corporation,  and  no  part  of  the  proceeds 

from  such  sale  will  be  received  by  the  Corporation. 


Price  $26  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated 

Blyth  Eastman  Dillon  &  Co.      Drexel  Firestone      duPont  Glore  Forgan      Goldman,  Sachs  &  Co. 

Incorporated  Incorporated  Incorporated 

Halsey,  Stuart  &  Co.  Inc.         Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Lazard  Freres  &  Co.    Lehman  Brothers    Loeb,  Rhoades  &  Co.    Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.,  Inc. 

Incorporated 

White,  Weld  &  Co.         Dean  Witter  &  Co.  Bache  &  Co.         E.  F.  Hutton  &  Company  Inc. 

Incorporated  Incorporated  Incorporated 

Reynolds  Securities  Inc.  Shearson,  Hammill  &  Co.  Moore,  Leonard  &  Lynch, 

Incorporated  Incorporated 


the  import  surcharge.  The  median  re- 
turn on  equit)  climbed  to  12.71  from 
I971's  10.9V,  and  manufacturers  see 
to-99  shipment  gain  in  1973. 

Among  the  companies,  Magnavox' 
return  on  equity  Fell  slightly  last  year 
and  may  Fall  even  further  this  year. 
Its  problem:  the  consumer's  growing 
disenchantment  with  console  TVs, 
Magnavox'  traditional  strength,  plus 
Federal  Trade  Commission  scrutiny 
of  its  exclusive  dealer  network  and 
pi  icing  agreements. 

Health  care  and  personal  products 
had  a  good  sales  year,  but  earnings 
did  not  keep  pace,  thanks  in  part  to 
the  I 'lice  Commission.  Personal  prod- 
ucts sales  were  up  about  10%,  vs.  5% 
For  each  of  the  two  previous  years, 
but  the  median  return  on  equity 
dropped  to  13.6%  from  14.8%  in  1971. 

Among  the  personal  products  com- 
panies, the  most  significant  news  was 
Philip  Morris  knocking  Eastman  Ko- 
dak out  of  the  top  five.  Polaroid,  still 
digesting  the  research  and  develop- 
ment and  start-up  costs  of  its  SX-70 
compact  Land  camera,  slid  from  sixth 
to  tenth  as  its  return  on  equity  tum- 
bled to  a  poor  8.4%,  vs.  13%  in  1971. 
And  Kodak  may  slide  a  bit  further 
this  year  as  it  feels  some  of  those 
same  costs  while  pursuing  develop- 
ment of  its  own  instant  picture  system. 

But  new  products  have  to  be  devel- 
oped if  a  consumer  goods  company 
is  to  continue  to  prosper.  Significantly, 
the  companies  that  have  done  the  best 
job  of  developing  and  launching  new 
products  are  at  the  top  of  this  indus- 
try   segment:    Avon    (continually   ex- 


Happy  1 973?  It  will  be  for  ap- 
parel makers  if  women  go  for 
the    layered   look   this   spring. 


tending  its  line  into  new  areas),  Gil- 
lette (Trac  II  and  19  other  new  prod- 
ucts in  18  months),  Chesebrough- 
Pond's  (new  items  in  its  winning 
Vaseline  Intensive  Care  line ) ,  Kodak 


(the  pocket  Instamatic).  New  prod- 
ucts not  only  bring  new  profits,  but 
they  can  also  revitalize  sales  of  ex- 
isting lines.  For  example,  the  intro- 
duction of  Kodak's  pocket  Instamatic 
boosted  sales  of  the  regular  Instamat- 
ic line,  and  Gillette's  Trac  II  helped 
sales  of  its  Techmatic  razor. 

The  Price  Commission  made  itself 
felt  in  the  cigarette  industry  last  year 
by  granting  price  increases  to  most 
producers  except  Philip  Morris.  As  a 
result,  none  of  the  other  companies 
put  the  increases  into  effect:  Philip 
Morris  was  already  gobbling  up  mar- 
ket share  fast  enough  without  also 
being  handed  a  price  advantage. 

While  the  ban  on  TV  advertising 
hasn't  hurt  industiy  sales  (they  in- 
creased by  about  2%  again  last  year), 
it  seems  to  be  affecting  market  shares 
indirectly.  Philip  Morris  appears  to 
have  adjusted  best  to  magazine  and 
outdoor  advertising,  as  Marlboro  is 
gaining  on  the  leading  brand,  R.J. 
Reynolds'  Winston.  The  Price  Com- 
mission's action  could  really  shake  up 
the  industry  this  year,  especially  if 
Philip  Morris  is  again  turned  down, 
because  the  others  can't  postpone  an 
increase  much  longer  with  higher  leaf 
costs  eating  into  their  profits. 

The  recoveiy  in  health  care  and 
personal  products  could  have  been 
greater  if  the  full  inventory  rundown 
had  been  replaced.  But  inventories 
will  not  return  to  previous  levels.  Be- 
cause of  the  competitive  squeeze,  the 
supermarket  and  drug  chains  can't 
afford  to  tie  up  capital  in  inventories. 
They  are   also  cutting  staff,   and  are 


HOUSEHOLD:  Yardsticks  of  Management  Performance 
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GROWTH 

r 

> 

Latest  12-Month 

5- Year  Annual 

5-Year  Annual 

EQUITY 

TOTAL  CAPITAL 
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Sales  Growth 
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TOTAL 
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In  This 

Among  All 

EQUITY 

CAPITAL 

In  This 

Among  All 

ii 
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Among  All 

Company 

Percent 

ndustry 

Companies 

Percent 

Industry 

Companies 

Percent 

Percent 

Percent 

Industry 

Companies 

Percent   Industry 

Companies 

Magnavox 

20.5 

1 

52 

18.2 

1 

35 

13.3 

12.1 

6.4 

10 

560 

—7.0 

16 

612 

Fedders 

18.7 

2 

69 

12.4 

6 

145 

5.6 

4.2 

25.8 

1 

37 

4.7 

9 

339 

Whirlpool 

18.7 

3 

70 

14.0 

4 

88 

21.0 

15.8 

12.0 

4 

221 

11.1 

4 

147 

Black  &  Decker 

18.7 

4 

71 

14.7 

3 

73 

16.9 

14.7 

15.5 

2 

119 

11.2 

3 

146 

Zenith  Radio 

17.5 

5 

90 

17.4 

2 

43 

18.1 

17.6 

1.8 

17 

720 

—1.0 

13 

511 

General  Electric 

16.0 

6 

127 

12.4 

7 

146 

23.8 

14.8 

5.5 

14 

615 

13.4 

1 

107 

Hoover 

14.2 

7 

214 

13.2 

5 

105 

17.3 

14.9 

10.7 

6 

283 

13.0 

2 

112 

Insilco 

13.1 

8 

270 

8.9 

11 

332 

12.7 

7.0 

13.2 

3 

179 

—1.9 

14 

530 

Scovill  Mfg 

12.2 

9 

325 

8.9 

12 

334 

13.0 

8.3 

6.2 

11 

568 

4.2 

11 

357 

Motorola 

11.5 

10 

365 

9.5 

8 

291 

12.1 

10.6 

9.3 

8 

381 

S.2 

6 

186 

Singer 

11.5 

11 

368 

9.2 

10 

317 

11.2 

9.1 

10.3 

7 

308 

0.2 

12 

484 

Westinghouse  Elec 

11.0 

12 

395 

8.8 

13 

341 

11.1 

8.6 

11.3 

5 

257 

6.3 

8 

280 

Roper 

9.6 
9.2 

13 
14 

486 

9.5 

9 

296 

10.4 

9.6 

6.1 

12 

576 

4.2 

10 

353 

Sunbeam 

510 

7.5 

14 

429 

10.0 

8.5 

7.3 

9 

506 

7.1 

7 

254 

RCA  Corp 

9.0 

15 

515 

6.1 

16 

552 

16.6 

9.2 

5.5 

13 

613 

—3.6 

15 

557 

Talley  Industries 

7.8* 

16 

574 

6.3* 

15 

530 

10.7 

8.1 

2.1**     16 

714 

-10.7** 

17 

641 

Admiral 

def 

17 

745 

—0.3 

17 

750 

5.2 

4.1 

3.1 

15 

691 

9.4 

5 

179 

Industry  Medians 

12.2 

9.5 

12.7 

9.2 

7.3 

4.7 

Note:  Explanation  of  Yardstick  calculations 

in  page  105. 

;Four  year  average.         \%fo 

jr  year  growth.         def. 

-Deficit. 
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thereby  forcing  more  costs,  such  as 
shelfstocking  in  the  stores,  hack  on- 
to the  producers. 

The  apparel  business  just  wishes 
it  could  apply  the  price  increases  it 
has  already  been  granted  by  the  Com- 
mission. It  was  hit  hard  by  the  re- 
cession and  by  competition  from  im- 
ports during  1970-71.  With  the  econo- 
my recovering  and  some  relief  from 
import  pressures,  1972  was  expected 
to  be  a  banner  year. 

But     demand     did     not     increase 


enough  to  catch  up  to  supply,  so 
competition  kept  most  companies  from 
increasing  prices.  And  demand  was 
terrible:  Bad  weather  wiped  out  the 
spring  selling  season,  and  business 
didn't  begin  to  pick  up  until  October, 
when  the  weather  turned  cold.  "The 
best  of  the  companies  may  be  operat- 
ing at  70/?  of  capacity,  but  they're 
only  selling  40%,"  said  one  textile  man. 
"Everyone  is  hoping  that  the  spring 
1973  season  will  save  them,  so  they're 
building  inventory  for  that."  Besult: 


Profits  for  the  industry  were  a  low 
2.4%  of  sales. 

Most  food  and  drink  companies  had 
a  good  year,  but  not  because  of  food. 
In  fact,  food  operations  were  a  drag: 
The  companies  that  still  rely  heavily 
on  food  processing,  such  as  Libby, 
McNeill  &  Libby,  found  the  going 
tough  because  of  the  Price  Commis- 
sion's tardiness  in  granting  increases 
to  reflect  price  rises  in  uncontrolled 
farm  products. 

But  the  companies  with  strong  di- 
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r 
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f7~ 
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TOTAL 

f 

name        -^ 

f 

KanK >\ 

In  This 

Among  All 
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Among  All 

EQUITY 

CAPITAL 

In  This 
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Among  All 
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Percent 

ndustry 

Companies 

Percent   1 

ndustry 

Companies 

Percent 

Percent 

Percent    1 

ndustry 

Companies 

Percent  Industry 

Companies 

McDonald's  Corp 

33.5 

1 

7 

16.5 

3 

51 

31.5 

14.3 

42.4 

2 

9 

38.0 

1 

13 

Coca-Cola 

27.8 

2 

16 

25.4 

1 

7 

27.3 

24.4 

12.7 

13 

194 

12.3 

10 

129 

Heublein 

23.7 

3 

26 

14.3 

7 

85 

11.9 

9.4 

22.0 

5 

51 

1.3 

33 

451 

Kellogg 

22.2 

4 

35 

20.8 

2 

23 

22.3 

20.7 

9.9 

20 

330 

7.6 

18 

234 

Anheuser-Busch 

19.6 

5 

59 

12.8 

11 

126 

25.5 

14.0 

11.2 

16 

261 

22.3 

2 

33 

PepsiCo 

18.9 

6 

66 

14.4 

6 

80 

17.8 

12.1 

13.5 

12 

169 

8.9 

14 

197 

Bluebird 

18.4* 

7 

75 

7.8* 

29 

402 

8.7 

6.5 

4/.1** 

1 

5 

8.1** 

16 

221 

Gerber  Products 

16.4 

8 

114 

16.2 

4 

52 

15.4 

14.9 

7.1 

29 

516 

4.1 

26 

361 

Carnation 

16.3 

9 

115 

12.5 

13 

137 

18.9 

12.1 

6.8 

34 

532 

15.4 

6 

86 

Beatrice  Foods 

16.2 

10 

121 

15.3 

5 

67 

16.2 

13.3 

19.5 

7 

68 

8.0 

17 

222 

Jos  Schlitz  Brewing 

15.3 

11 

153 

12.9 

10 

123 

19.0 

14.4 

18.9 

8 

73 

18.0 

4 

66 

Nabisco 

15.0 

12 

166 

12.1 

14 

153 

16.2 

12.1 

10.6 

17 

288 

2.3 

30 

429 

Standard  Brands 

15.0 

13 

169 

11.4 

17 

183 

15.0 

10.3 

6.9 

32 

526 

6.2 

22 

285 

Ralston  Purina 

14.9 

14 

171 

10.6 

21 

235 

14.3 

9.6 

8.2 

22 

457 

7.4 

19 

237 

Pabst  Brewing 

14.5 

15 

188 

13.7 

8 

93 

14.5 

13.4 

6.9 

30 

524 

9.3 

12 

180 

Consolidated  Foods 

14.5 

16 

191 

11.5 

16 

174 

14.5 

11.5 

10.5 

18 

291 

9.6 

11 

172 

General  Mills 

14.5 

17 

193 

9.6 

25 

284 

14.6 

9.4 

17.1 

9 

92 

4.6 

24 

340 

Campbell  Taggart 

14.3 

18 

202 

11.7 

15 

172 

19.4 

10.2 

5.9 

38 

588 

12.9 

7 

114 

CPC  International 

14.2 

19 

210 

10.5 

22 

243 

13.6 

9.8 

7.3 

26 

502 

2.1 

31 

439 

Quaker  Oats 

13.7 

20 

240 

11.1 

19 

201 

15.4 

10.5 

9.1 

21 

396 

12.7 

8 

116 

Norton  Simon 

13.6 

21 

246 

7.7 

30 

410 

15.1 

8.8 

4.4 

44 

656 

16.1 

5 

80 

Hiram  Walker 

13.5 

22 

248 

13.4 

9 

99 

13.0 

12.6 

5.0 

40 

637 

5.7 

23 

302 

General  Foods 

13.3 

23 

265 

11.4 

18 

184 

7.9 

6.8 

7.2 

27 

507 

—9.3 

41 

633 

Riviana  Foods 

13.1 

24 

275  - 

9.8 

24 

275 

11.8 

7.5 

24.1 

4 

41 

12.3 

9 

127 

Campbell  Soup 

12.8 

25 

292 

12.6 

12 

130 

12.4 

12.1 

7.1 

28 

513 

4.5 

25 

342 

Kraftco 

12.3 

26 

320 

10.9 

20 

217 

11.5 

10.0 

5$ 

39 

591 

2.9 

28 

408 

Hershey  Foods 

12.1 

27 

334 

10.0 

23 

259 

13.0 

9.7 

101 

19 

317 

—3.4 

38 

554 

H  J  Heinz 

11.4 

28 

373 

8.9 

27 

340 

11.2 

9.5 

11.8 

14 

225 

9.2 

13 

184 

Pillsbury 

10.5 

29 

432 

8.2 

28 

377 

8.3 

5.7 

1.3 

48 

728 

—0.8 

35 

509 

Interstate  Brands 

10.4 

30 

436 

7.5 

31 

432 

8.2 

5.9 

6.7 

35 

542 

—3.7 

39 

559 

Amstar 

10.2 

31 

448 

6.6 

38 

499 

9.6 

6.3 

6.9 

33 

528 

1.3 

34 

452 

Monfort  of  Colorado 

9.8f 

32 

479 

9.2f 

26 

314 

18.6 

17.1 

20.5 

6 

60 

21.7 

3 

40 

DiGiorgio 

9.7 

33 

485 

6.8 

37 

481 

10.2 

7.7 

7.6 

25 

489 

8.3 

15 

215 

Pet 

9.5 

34 

493 

7.3 

34 

452 

9.3 

7.1 

7.8 

23 

480 

7.3 

20 

243 

Fairmont  Foods 

9.0 

35 

519 

7.4 

32 

441 

9.3 

7.1 

6.9 

31 

525 

—2.3 

37 

538 

Distillers  Corp-Seag 

8.8 

36 

531 

6.9 

35 

475 

8.7 

6.1 

6.3 

36 

564 

6.3 

21 

280 

Borden 

8.2 

37 

556 

6.3 

39 

537 

9.2 

7.1 

6.2 

37 

566 

1.8 

32 

445 

F  &  M  Schaefer 

8.2* 

38 

558 

5.3* 

44 

625 

3.1 

3.3 

14.1** 

11 

154 

-15.2** 

43 

668 

Green  Giant 

8.1 

39 

564 

6.0 

40 

560 

9.8 

6.9 

11.6 

15 

232 

2.3 

29 

428 

Del  Monte 

7.8 

40 

576 

7.4 

32 

441 

def 

5.5 

2.8 

46 

699 

P-D 

44 

715 

Natl  Dist  &  Chem 

7.5 

41 

586 

5.2 

45 

630 

7.4 

5.2 

4.1 

45 

666 

—3.8 

40 

562 

Castle  &  Cooke 

7.4 

42 

589 

5.8 

42 

571 

7.7 

5.1 

7.7 

24 

485 

3.2 

27 

399 

Kane-Miller    ■« 

7-lt 

43 

601 

5.4f 

43 

607 

6.4 

4.7 

32.4ft 

3 

27 

-12.2ft  42 

655 

Stokley-Van  Camp 

6.5 

44 

625 

5.9 

41 

564 

7.3 

6.5 

4.8 

41 

641 

—1.9 

36 

530 

United  Brands 

4.7* 

45 

675 

6.8* 

36 

477 

def 

def 

15.2 

10 

126 

P-D 

44 

715 

Ward  Foods 

0.7 

46 

735 

3.0 

46 

715 

def 

def 

4.6 

42 

648 

P-D 

44 

715 

American  Bakeries 

def 

47 

750 

def 

47 

751 

def 

def 

2.0 

47 

717 

P-D 

44 

715 

Libby,  McNeill  &  Lib 

del 

48 

753 

def 

48 

758 

def 

def 

4.6 

43 

652 

P-D 

44 

715 

Industry  Medians 

13.0 

9.7 

11.9 

9.4 

7.7 

4.6 

Note:  Explanation  of  Yardstick  calculations 

Dn  page  105. 

tThree  year  average. 

ree-year 

growth.         JFour-year  average. 

JtFour-year 

growth. 

def.- 

-Deficit. 

P-D  Profit  to  deficit. 
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OKLAHOMA 


PLENTY  OF  IT! 

While  many  states  find  them- 
selves in  the  midst  of  serious 
energy  shortages,  Oklahoma 
abounds  in  energy  reserves 
(natural  gas  and  electricity)  to 
meet  even  the  most  demanding 
industrial  needs,  now  and  in  the 
future.  We  have  plenty  of  low 
cost  power  to  meet  your  needs 
today  and  tomorrow.  For  a  com- 
parison of  power  rates,  write, 
wire  or  call:  The  Director,  In- 
dustrial Development  Depart- 
ment, Office  of  the  Governor, 
500  Will  Rogers  Memorial  Bldg., 
Suite  D,  Oklahoma  City,  Okla. 
73105.  405-521-2401.  All  inquir- 
ies are  kept  confidential. 


ENERGETIC 


visions  outside  foods,  such  as  Norton 
Simon,  or  strong  overseas  operations, 
such  as  Kraftco,  or  that  were  strong 
in  beverages,  such  as  Heublein,  had 
a  good  year.  Even  if  price  controls 
are  lifted  in  1973,  the  food  companies 
will  still  be  left  with  ever-increasing 
competition  for  space  on  the  super- 
market shelves  and  in  freezers.  The 
chains  are  ruthlessly  weeding  out  the 
slower-moving  and  lower-margined 
items,  so  the  food  companies  will  have 
to  spend  more  on  advertising  and  sales 
promotion  to  keep  their  items  on  the 
shelves  by  keeping  them  moving. 


In  a  way,  1972  was  the  year  that 
might  have  been  for  consumer  prod- 
ucts. Consumer  demand  was  there  for 
most  of  the  year,  and  if  the  normal 
workings  of  supply  and  demand  had 
been  allowed  to  set  prices,  more  com- 
panies would  have  been  able  to  re- 
cover some  of  what  they  missed  dur- 
ing the  recession.  Will  1973  be  any 
better?  Certainly,  with  the  consumer 
in  *a  mood  to  spend  money  again, 
sales  will  be  better;  but  for  most 
firms,  earnings  won't  improve  substan- 
tially unless  the  price  controls  are 
lifted  or  relaxed.   ■ 


Support  From  Hot  Air?- 


George  Putnam,  head  of  the  Put- 
nam group  of  funds,  agrees  with  most 
analysts,  thinking  the  Seventies  will 
be  the  age  of  the  consumer  goods 
stocks.  Says  he:  "Here  you  find  the 
premier  growth  stocks— quality  pro- 
ducers of  consumer  disposable  goods. 
As  we  shift  to  a  service  economy  these 
companies  will  benefit  most." 

Here  you  also  find  stocks  with  P/Es 
of  67,  like  Avon  Products,  which  re- 
minds one  of  the  old  saying  that  some 
stock  prices  not  only  discount  the  fu- 
ture—but the  hereafter. 

What  makes  these  stocks  so  attrac- 
tive to  money  men?  The  usual:  popu- 
lation, income  and  spending  trends. 
These  show  that  the  young  married 
population,  which  spends  most,  will 
increase  by  46%  by  1980.  By  then 
some  38%  of  families  will  have  in- 
comes above  $15,000  a  year,  and  the 
proportion  of  income  spent  on  the 
necessities  of  food  and  clothing  will 
continue  to  decline  (see  chart,  p. 
188).  That  means  more  will  be  spent 
on  high-margined  conveniences  and 
luxuries  that  make  life  easier,  simpler 
and  more  pleasant. 

Each  money  manager  and  analyst 
has  his  own  favorites  within  the  con- 
sumer goods  industry.  Analyst  Sam 
Eisele  of  Wood,  Walker  and  Co.  says: 
"Those  companies  with  the  floor  wax- 
es and  the  drain  openers  and  the  like 
are  doing  very  well,  specifically  the 
Drackett  division  of  Bristol-Myers, 
the  Fink  division  of  Sterling  Drug 
and  Clorox.  I  like  Warner-Lambert 
for  its  consumer  products  and  Merck 
for  its  drugs  and  the  new  signs  of  life 
in  its  consumer  division." 

J.  Russell  Simmons  Jr.  of  Burnham 
&  Co.  prefers  the  traditional  soap  com- 
panies such  as  Procter  &  Gamble. 
They  are  huge,  but  they  still  have 
great  growth  prospects,  he  figures. 
"Probably  more  than  at  any  time  in 
their  corporate  existence  they  are 
placing  emphasis  on  nonlaundry  con- 
sumer products,"  he  says.  "These  new 
areas  will  outpace  the  growth  of  the 


companies  and  provide  the  most  ex- 
citement for  investors." 

Robert  Cornell  of  Coleman  and  Co. 
is  bullish  on  appliance  makers  such 
as  General  Electric  and  McGraw-Ed- 
ison  because  the  demographic  bump 
in  the  25-  to  34-year-olds  between 
now  and  1980  means  more  house- 
holds are  being  formed  and  more  ap- 
pliances of  all  kinds  are  being  sold. 
Another  top  analyst  preferred  Whirl- 
pool, "primarily  because  of  its  man- 
agement, which  has  kept  it  abreast  of 
the  trends,  and  its  tie  with  Sears." 

Larry  Spalter,  food  analyst  with 
Hornblower  &  Weeks,  favors  Nabisco, 
a  company  whose  past  problems  are 
reflected  in  its  relatively  low  P/E  of 
17.  "Nabisco  has  spent  ten  years  es- 
tablishing a  direct  sales  force,  and 
it  will  be  able  to  spend  the  next  ten 
years  capitalizing  on  it,"  Spalter  pre- 
dicts. "It  is  also  improving  its  position 
steadily  in  frozen  foods,  it  is  in  leisure 
time  products  through  Aurora  and 
personal  care  products  through  J.B. 
Williams.  I  think  it's  in  a  strong  posi- 
tion to  move  ahead." 

Some  money  men  (see  p.  30)  say 
that  Polaroid  and  Kodak,  the  two 
glamour  stocks  of  the  photography 
field,  are  overpriced  because  of  their 
high  P/Es  of  93  and  47.  Not  everyone 
agrees  with  them,  however.  One  de- 
termined dissenter  is  Kity  Karro,  con- 
sumer goods  analyst  with  the  College 
Retirement  Equity  Fund.  "I'm  defi- 
nitely bullish  on  both  Polaroid  and 
Kodak,"  she  says  firmly.  "I  think  the 
new  Polaroid  is  a  very  good  camera, 
and  I  don't  think  its  price  will  be  a 
problem.  The  stock's  high  P/E  doesn't 
worry  me  because  Polaroid  sells  only 
a  little  on  fundamentals  and  a  lot  on 
hot  air.  There's  nothing  to  stop  the 
P/E  going  higher.  As  for  Kodak,  it 
has  a  lot  of  nice  new  products  in  the 
works  which  I  think  fully  justify  its 
current  high  P/E." 

So,  what's  new?  Very  little.  Most 
of  these  analysts  are  saying  thai  the 
rich  will  stay  rich  and  the  poor,  poor. 


186 


FORBES,   JANUARY    1,    1973 


Leisure  &  Education 


It  would  probably  unnerve  most  of  our  ancestors 

(as  it  does  many  of  our  contemporaries) 

that  the  Good  Life  has  become  an  American  industry. 


Increasingly,  American  business  in- 
genuity is  being  applied  to  the  prof- 
itable commercialization  of  our  free 
time.  And  the  potential  of  selling  it  to 
consumers  of  high-margin  goods 
would  warm  any  capitalistic  heart. 

Time  was,  and  not  so  long  ago, 
when  American  society  considered  an 
individual  useful  only  if  and  when  he 
produced.  The  Calvinistic  God  loves 


him  who  spends  every  moment  utiliz- 
ing his  gift.  It  is  in  this  spirit  that 
American  society  and  American  busi- 
ness are  embracing  our  increasing 
amounts  of  free  time.  Free  time  un- 
used is  almost  a  sin.  To  be  trans- 
formed into  leisure  time,  it  must  be 
used,  it  must  be  filled  to  overflowing. 
This  outlook  meshes  curiously  well 
with    that    of    a    younger    generation 
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Companies 

Percent 

Industry 

Companies 

Percent 

Percent 

Percent 

Industry 

Companies 

Percent 

Industry 

Companies 

Loew's 

23.2 

1 

30 

10.5 

13 

237 

23.4 

7.9 

42.1 

3 

10 

30.6 

3 

21 

Dun  &  Bradstreet 

22.0 

2 

37 

23.0 

1 

12 

21.9 

21.7 

10.1 

18 

316 

7.4 

14 

240 

Eastman  Kodak 

20.8 

3 

49 

19.7 

2 

27 

20.4 

19.0 

6.5 

25 

551 

6.8 

16 

262 

CBS 

17.3 

4 

99 

12.9 

5 

118 

18.5 

14.1 

8.4 

20 

438 

2.7 

22 

417 

Tandy 

17.2 

5 

100 

12.6 

6 

129 

10.9 

8.5 

42.8 

2 

8 

25.4 

5 

27 

AMF 

17.0 

6 

103 

9.9 

16 

268 

23.1 

14.5 

11.5 

14 

241 

16.3 

8 

79 

Polaroid 

16.9 

7 

105 

17.1 

3 

45 

8.4 

8.4 

8.4 

20 

438 

—4.2 

26 

567 

Knight  Newspaper 

16.2* 

8 

119 

11.7* 

10 

170 

16.7 

11.6 

26.3$$      4 

35 

27.21;$    4 

22 

New  York  Times 

14.9 

9 

172 

14.4 

4 

81 

8.8 

8.3 

10.4 

16 

298 

—8.8 

33 

628 

Marriott 

14.6 

10 

181 

8.1 

20 

383 

12.4 

6.4 

23.5 

5 

46 

19.2 

6 

55 

Holiday  Inns 

14.6 

11 

182     - 

8.4f 

19 

364 

11.4 

7.3 

18.1 

8 

79 

8.0 

13 

223 

Outboard  Marine 

14.3 

12 

205 

11.9 

9 

165 

18.2 

14.9 

10.2 

17 

309 

12.5 

12 

122 

Walt  Disney 

14.2 

13 

207 

11.7 

11 

171 

11.8 

9.2 

21.6 

6 

54 

17.1 

7 

74 

Fuqua  Industries 

14.2 

14 

212 

8.6 

18 

357 

15.5 

8.6 

15.0 

9 

130 

6.0 

19 

294 

Times-Mirror 

14.1 

15 

222 

12.2 

7 

152 

14.5 

11.9 

13.6 

12 

167 

6.4 

18 

279 

McGraw-Hill 

13.2 

16 

266 

11.1 

12 

204 

11.2 

8.9 

4.6 

29 

650 

—6.8 

31 

609 

Howard  Johnson 

13.1 

17 

273 

12.1 

8 

153 

14.1 

13.9 

7.3 

23 

504 

13.3 

10 

109 

Gannett 

12.7 

18 

299 

10.5 

14 

240 

14.6 

11.2 

20.2 

7 

64 

13.4 

9 

108 

Grolier 

11.2 

19 

389 

6.0 

30 

558 

8.1 

4.6 

10.7 

15 

284 

—2.8 

24 

549 

Brunswick 

11.0 

20 

398 

7.6 

21 

423 

14.9 

10.7 

9.8 

19 

336 

35.8 

1 

17 

Metromedia 

10.7 

21 

416 

6.7 

25 

490 

12.4 

8.0 

4.1 

30 

665 

0.5 

23 

475 

Am  Broadcasting  Cos 

10.5 

22 

426 

6.9 

23 

476 

14.7 

9.1 

7.6 

22 

491 

13.0 

11 

111 

R  R  Donnelley  &  Sons 

10.4 

23 

438 

10.0 

15 

260 

10.7 

9.8 

5.5 

27 

613 

—4.8 

28 

578 

Time  Inc 

10.1 

24 

456 

7.5 

22 

429 

9.8 

7.5 

3.2 

32 

690 

—5.9 

30 

595 

Bell  &  Howell 

10.0 

25 

461 

8.9 

17 

334 

10.5 

9.3 

5.7 

26 

599 

3.3 

21 

395 

Hilton  Hotels 

9.8 

26 

474 

6.4 

27 

519 

9.0 

5.5 

—9.7 

35 

771 

6.8 

16 

262 

RCA  Corp 

9.0 

27 

515 

6.1 

29 

552 

16.6 

9.2 

5.5 

27 

613 

—3.6 

25 

557 

National  General 

8.1 

28 

562 

5.3 

32 

616 

11.2 

5.8 

45.7 

1 

6 

31.4 

2 

20 

MCA 

8.0 

29 

569 

6.8 

24 

480 

11.8 

9.5 

7.2 

24 

510 

6.9 

15 

257 

Crowell-Coll  &  Macm 

6.8 

30 

612 

6.4 

28 

526 

5.4 

4.7 

13.6 

11 

166 

—4.8 

27 

576 

Areata  Natl  Corp 

5.8$ 

31 

649 

5.9$ 

31 

569 

7.4 

5.2 

12.4$$ 

13 

201 

—8.2$$  32 

625 

Mattel 

4.2 

32 

686 

6.7 

26 

491 

def 

def 

14.1 

10 

158 

P-D 

35 

715 

Columbia  Pictures 
MGM 

Twentieth-Cent  Fox 
Warner  Commun 

def 
def 

def 

•• 

33 
34 
35 

742 
749 
761 

1.6 
0.9 

def 

«• 

33 
34 
35 

735 
742 
760 

def 
10.2 
10.9 
25.6 

def 

7.8 

5.7 

10.0 

3.6 
—5.4 
—5.8 

31 
33 
34 

679 
765 
766 

P-D 

—5.2 

—18.5 

•• 

35 
29 
34 

715 
581 
678 

Industry  Medians 

12.7 

8.6 

11.8 

8.8 

10.1 

6.4 

Note:  Explanation  of  Yardstick  calculations  on 
"Not  available;  not  ranked.         def.— Deficit. 

page  105.        tThree-year  average. 
P-D  Profit  to  deficit. 

tFour-year  average. 

tJFour 

-year  growth 
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raised  amid  a  near  surfeit  of  material 
things.  Finding  no  incentive  to  in- 
i  icasc  their  comfort,  these  people 
have  led  a  recreational  surge  that  de- 
mands the  active  use  of  an  ample 
amount  of  free  time— now.  Not  when 
retirement  comes,  not  when  the  chil- 
dren are  through  school  or  when  they 
become  established  in  business,  but 
now.  And  because  this  younger  gen- 
eration prizes  its  free  time,  it  is  will- 
ing to  pay  high  premiums  to  make 
the  most  of  it. 

The  glamour  segment  of  the  Good 
Life  industry  is  the  recreation  field. 
It  is  here  that  the  Good  Life  is  a 
growth  industry.  The  1970  recession 
had  relatively  little  effect  on  wide 
segments  of  the  industry,  except  some 
extra-high-ticket  items.  The  consum- 
ers still  wanted  to  pursue  their  sports 
activities,  and  they  didn't  want  to  buy 
junk.  The  recession  only  made  them 
consider  a  purchase  more  carefully, 
not  postpone  it.  During  a  long  auto 
strike  in  Detroit,  Metaframe  Corp. 
(now  a  part  of  Mattel)  noticed  that 
its  sales  of  aquariums  had  risen 
sharply  in  the  area. 

Security  of  Sorts 

U.S.  demographics  not  only  make 
this  industry  a  fast  growth  area,  but 
they  also  make  it  fairly  secure  in  the 
face  of  possible  recessions.  Although 
the  number  of  "typical"  recreation 
consumer  spenders  (ages  25-44)  re- 
mained fairly  static  during  the  Six- 
ties, total  personal  recreation  expen- 
ditures went  from  $19.5  billion  in 
1961  to  over  $40  billion  in  1971. 
That  age  group  is  expected  to  ex- 
pand at  a  rate  of  over  2%  a  year  in  the 
Seventies.  Another  favorable  factor 
is  increasing  wealth  and  disposable 
income— by  1975  the  number  of  fami- 
lies with  incomes  of  $15,000-plus  is 
expected  to  increase  about  50%  over 
1970. 

The  recreation  segment  of  the  in- 
dustry is  a  difficult  one  to  project,  in 
part  because  of  its  relative  youth  and 
in  part  because  of  its  fragmented  his- 
tory. Traditionally,  both  manufactur- 
ers and  distributors  of  sports  equip- 
ment were  mom-and-pop  operations, 
serving  small  markets.  The  individual 
segments  of  the  market  have  always 
been  small:  The  top  five  are  pleasure 
boats  and  equipment,  $1  billion; 
photographic  equipment,  $667  mil- 
lion; firearms  and  supplies,  $553  mil- 
lion; bicycles,  $384  million;  golf 
equipment,  $367  million.  The  whole 
market  for  tennis  equipment  came  to 
a  little  over  $30  million. 

The  convenient  bite  size  of  these 
individual  markets  makes  the  indus- 
try an  appealing  one  for  the  recrea- 
tion conglomerate  looking  for  some 
synergy    or    for    straight    companies 


looking  for  glamour  expansion.  As  the 
smaller  companies  merge  into  larger 
units,  the  game  changes,  the  com- 
petition toughens,  the  stakes  grow. 

The  photography  industry,  the 
most  mature  within  the  recreation 
field,  is  the  most  heavily  dependent 
on  technological  innovation  and  ex- 
pertise. With  few  exciting  new  prod- 
ucts introduced  in  recent  years  since 
Kodak's  Instamatic  and  Polaroid's 
Swinger,  and  given  the  restrained 
spending  climate,  sales  gains  have 
been    anything    but    spectacular.    But 


1          1           1          I          1 
HIGH,  AND  RISING 

...that's  how  consumers  describe 

the  costs  of  the  necessities  of  life. 

But  incomes  are  rising  even 

faster,  meaning  consumers  have 

more  discretionary  income,  and 

that's  great  for  consumer  goods 

companies. 
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this  research  has  been  productive: 
Both  companies  introduced  new  pock- 
et-size cameras  this  year— a  probable 
boost  to  future  sales  and  earnings. 

One  of  the  big  challenges,  and  pit- 
falls, in  the  recreation  industry  is  judg- 
ing trends  and  fads— from  hula  hoops 
and  slot  cars  to  bowling  and  bicycling. 
Backpacking  is  growing  40%  a  year; 
sail-boating  is  growing  twice  as 
fast  as  motor-boating;  snowmobiling 
growth  declined  to  10%  last  year  after 
several  years  of  15%  to  20%  growth— 
but  then  it  was  a  bad  year  for  snow. 
Where  are  the  trends?  Will  they  con- 
tinue, will  they  slow,  will  they  reverse? 


In  addition,  the  industry  often  faces 
a  limitation  in  the  availability  of  rec- 
reation facilities— a  lack  that  more  of- 
ten than  not  only  the  construction  in- 
dustry can  solve.  Golfers  need  golf 
courses,  tennis  players  need  tennis 
courts,  skiers  need  slopes  and  tows, 
snowmobilers  need  trails. 

The  other  segment  of  the  Good 
Life  industry— the  communication  and 
entertainment  companies— lost  its 
glamour,  and  much  of  its  profitabili- 
ty, in  the  late  Sixties  and  early  Sev- 
enties. It  is  here  that  the  Good  Life 
becomes  a  cyclical  industry,  not  a 
growth  industry.  In  by  far  the  most 
mature  segment,  these  companies  are 
not  only  dependent  on  the  fads  and 
trends  among  consumers,  but  also  on 
the  general  state  of  the  economy. 
During  the  Sixties  many  of  these  com- 
panies disappeared  into  the  folds  of 
larger  ones  like  IBM,  Xerox,  Gulf  & 
Western,  Raytheon  and  CBS. 

In  textbook  publishing,  a  field 
whose  growth  is  all  too  often  com- 
pared (unfavorably)  with  the  dog 
food  industry,  diversification  has  be- 
come a  way  of  life.  Only  three  major 
textbook  specialists— Harcourt  Brace 
Jovanovich,  Houghton  Mifflin  and 
Scott,  Foresman— remain  on  the  New 
York  Stock  Exchange.  The  others 
have  been  acquired  or  merged  or 
made  acquisitions  of  their  own. 

Textbook  publishing  has  its  own 
special  brand  of  dependence  and  cy- 
clically. During  the  Sixties  the  in- 
dustry learned  the  painful  if  subtle 
difference  between  government  au- 
thorization and  appropriation.  In  col- 
lege sales  there  has  been  a  nearly  flat 
dollar-per-capita  expenditure  since 
1966,  leaving  growth  dependent  on 
enrollment  trends.  Elementary  and 
high  school  textbook  sales,  up  1%  to 
3%  this  year,  depend  on  state  and  lo- 
cal government  support  and  enroll- 
ments; and  are  affected  by  tax  levels, 
budget  fights  and  staff  costs.  Mean- 
while the  product  mix  is  changing, 
with  audiovisual  and  other  nontext- 
book  materials  outpacing  textbooks. 

Newspapers  have  been  the  most 
glamorous  part  of  the  publishing 
field  in  the  last  two  or  three  years. 
With  local  advertising  growing  sig- 
nificantly faster  than  national  over  the 
past  nine  years,  and  particularly  fast 
over  the  last  three  years,  advertising 
revenues  showed  gains  of  12%  to  14% 
in  1972,  the  highest  since  1955;  and 
this  after  a  9%  increase  in  1971. 

The  magazine  industry,  more  close- 
ly tied  to  national  advertising  and 
thus  more  cyclical,  faces  a  serious 
problem  in  increasing  postal  rates, 
which  are  projected  to  double  in  the 
next  five  years.  Magazines  have  tradi- 
tionally relied  on  advertisers  to  bear 
(Continued  on  page  195) 
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TALES  OF  INTRIGUE, 
HEROISM,  SUSPENSE, 
AMBITION,  TERROR, 

AND  HIGH  ADVENTURE. 


Up  at  the  top,  business  is  a 
battle,  and  the  higher  you  go 
the  hotter  it  gets.  To  be  a  top 
executive  you  need  more 
than  technical  know-how.  So 
besides  arming  our  readers 
with  basic  facts  and  figures, 
we  report  the  whole  drama 
of  business  in  its  true 
perspective  —  an  interlocking 
of  events  shaped  by  flesh- 
and-blood  people. 

You  know  what  we  mean. 
The  constant  clashing  of 
personalities  and  ideas  and 
judgments.  The  cajoling  and 
muscling  and  maneuvering 
and  innovating  that  make  things  happen. 
Or  not  happen. 

In  a  nutshell,  Business  Week  is  written  to 
give  management  men  the  big  picture.  Fast. 
Without  technical  jargon.  Emphasizing  the 
new  ideas  and  trends  and  the  thinking  behind 
the  scenes. 

And  because  so  frequently  there's  a 
dominant  personality  behind  the  news,  our 
stories  are  frequently  barings  of  the 
philosophies  and  tactics  and  quirks  of  the 
heroes  and  anti-heroes  of  business. 

To  give  you  an  idea  of  what  we  report 
and  how  we  report  it,  here  are  a  few  of  the 
articles  you  could  have  read  recently  in 
Business -Week: 

A  Company  Hunter  Seeks  More  Trophies. 
CIT:  The  Tactics  Of  A  Major  Turnaround. 
Merriam:  ITTs  Man  In  The  Middle.  A 
Swinger  Tries  To  Cure  Chevy's  Ills.  Why  The 
Financial  Man  Calls  The  Plays. 


Madison  Avenue's 
Response  To  Its  Critics. 
A  Maverick  Oilman  Battles 
The  Majors.  Pepsi  Swings 
Into  The  Wine  Generation. 
Dr.  Land  Redesigns  His 
Camera  Company.  The 
Money  Man  For 
McGovern.  The  Executive 
Struggle  At  Krupp. 

The  thing  is,  we  report 
the  kind  of  news  that's 
exciting  to  businessmen. 
And  makes  them 
better  men  for  reading  it. 
Obviously  our  readers 
agree.  Surveys  show 
that  Business  Week  subscribers  spend  an 
hour  and  a  half  with  each  issue. 

And  our  subscribers  are  not  average  men. 
Over  130,000  of  them  are  presidents  or 
owners  of  companies.  And  all  told,  about  9 
out  of  10  are  in  top  or  middle  management. 

If  your  job  depends  on  knowing  all  the 
really  important  business  news,  send  the  reply 
card.  We  promise  to  give  you  more  business 
news  than  any  other  general  business 
magazine.  And  we  promise  not  to  bore  you. 

That's  a  lot  to  deliver  for  less  than  a 
quarter  a  week.  It  can  make  you  a  more 
intriguing  businessman  yourself.  And  might 
even  help  you  become  somewhat  of  a  terror. 
(Note:  If  reply  card  is  missing,  send  your 
name,  address,  company  name  and  your  title 
to  Business  Week,  P.O.  Box  506,  Hightstown, 
N.J.  08520,  along  with  $1 2.95  for  a  one-year 
subscription.  Or  if  you  prefer,  we'll  bill  m^ym 
you  later.)  g4j$g 
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my  other  kind...  true  for  58  consecutive  years 


1973:  Goodyear  introduces  a  new  Poly  steel  tire. 
The  Goodyear  Custom  Steelgard  RadiaL 

5  guards  to  help  protect  you  5  ways. 

1.  A  flexible,  rJolyester  cord  body  helps 
guard  against  rough  ride 

2.  Extra-strength,  double-steel  cord  belts  help 
guard  against  penetration  under  the  tread. 

3.  A  unique,  computer-designed  tread  pattern 
helps  guard  against  wet  skids. 

4.  Special  "decoupling"  grooves  help  guard 
against  loss  of  road  contact  —  especially  on  curves. 

5.  Special  stabilizers  around  the  lower  sidewall 
help  guard  against  sluggish  handling. 

The  Goodyear  Steelgard  Radial. 

It  gives  you  the  Confidence  of  Control. 

And  that's  the  5  Guard  Feeling. 

goodSyear 


Polysteel  and  Custom  Steelgard  I  Ms 


0r    TheG 


Goodyear  Tire  &  Rubber  Company,  Akron  Ohio 


For  a  reprint  of  this  advertisement,  just  send  a  postcard  to  Goodyear,  P.O.  Box  88,  Akron,  Ohio  44309 


All  we  promise 
is  pure  refreshment 


And  that's  a  lot 

We're  in  the  business  of  making  soft 
drinks.  We  think  we  make  the  best.  Now 
the  idea  of  a  refreshing  beverage  seems 
to  be  as  old  as  man  himself.  The  men 
who  built  Stonehenge  probably  stopped 
during  the  day  for  a  cup  of  something 
sweet,  something  non-alcoholic. Through 
the  years,  the  manufacture  of  this  kind 
of  drink  has  been  refined.  In  the  1880's 
carbonation  was  added.  And  in  1886  we 
introduced  Coca-Cola  to  the  world  — 
and  the  rest  of  that  story  is  history.  As 
long  as  the  sun  stands  in  the  sky,  as  long 
as  man  gets  overheated  in  his  activities, 
as  long  as  he  wants  a  pause  that  refreshes 
from  the  day's  routine,  he's  going  to  want 
a  soft  drink.  And  we're  going  to  be  there 
to  supply  it  to  him. 


'Coca  Coin   and    Coki 
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(Continued  from  page  188) 
the  costs  and  readers  to  attract  ad- 
vertisers, but  things  are  changing. 
Some  circulation  guarantees  were 
reduced  and  most  subscription  prices 
raised— a  favorable  long-term  trend. 
Despite  the  demise  of  several  major 
general  interest  publications  in  the 
last  ten  years,  capped  by  Life's  De- 
cember death,  there  have  been  753 
new  specialized  magazines  started 
during  that  same  period.  Advertising 
revenues  rose  4%  last  year  (1972), 
above  1971's  record  $1.2  billion. 

Broadcasting  companies  are  not 
only  closely  tied  to  advertising  gains; 
they  must  also  live  with  increasing 
government  regulation  and  a  limited 
product  to  sell.  Yet  that  limited  prod- 
uct made  it  possible  for  television  to 
overcome  the  loss  of  over  $200  mil- 
lion in  cigarette  advertising.  Earnings 
in  broadcasting  are  so  highly  lever- 
aged that  profits  last  year  are  expected 
to  be  up  35%  on  a  10%  revenue  in- 
crease when  the  final  figures  are  in. 
ABC's  earnings  through  the  first  nine 
months  were  up  154%  on  a  16%  in- 
crease in  revenues. 

In  response  to  continual  govern- 
ment pressure  to  keep  control  of  the 
media  scattered,  the  major  communi- 
cations companies  have  continually 
expanded  into  other  areas,  often  into 
other  segments  of  the  Good  Life  in- 
dustry. BCA-NBC  activities  range 
from    manufacture    of    color    TVs    to 


It  is  not  only  economics  and  demo- 
graphics that  make  the  recreation  in- 
dustry a  glamour  industry. 

"It's  a  fun  area  to  follow,"  says  Lee 
Isgur,  Andresen  &  Co.  leisure  time 
analyst  and  new  owner  of  two  snow- 
mobiles. "Most  of  the  areas  you  can 
participate  in.  After  all,  the  typical 
Wall  Street  analyst  is  the  typical  con- 
sumer of  recreational  goods.  A  lot  of 
people  become  instant  experts  just  be- 
cause they  boat  or  ski  or  play  tennis." 

Investing  in  recreation,  a  young  in- 
dustry still  heavily  populated  with 
mom-and-pop  operations,  becomes  a 
search  for  the  right  spot  in  an  indus- 
try segment  with  potential  volume. 
"With  the  demographics  and  eco- 
nomics favorable,  the  key  here  is  pick- 
ing the  product  and  the  management," 
says  Isgur.  "A  lot  of  recreation  prod- 
ucts that  consumers  are  buying  are 
made  by  small  companies  that  offer 
no  quality  in  terms  of  investment." 

There  is  the  golf  market.  In  1972 
golf  equipment  sales  were  estimated 
at  $367  million,  and  approximately 
35,000  golf  carts  were  sold  or 
leased.  AMF  had  25%  to  30%  of  the 
golf  cart  market,  with  Outboard  Ma- 
rine second.  Tennis  had  less  than  $40 


Walt  Disney's  growth  isn't  based  on  Mickey  Mouse  earnings.  In  one  year 
over  20.3  million  people  visited  Disneyland  and  Disney  World— more 
than    the    total    attendance    at    all    National    League    baseball    games. 


publishing  to  communications  to 
vehicle  renting.  CBS,  one  of  the  many 
producers  of  phonograph  records,  al- 
so makes  musical  instruments  and 
toys  and  owns  the  New  York  Yankees. 
ABC,  the  third-largest  television  net- 
work in  terms  of  gross  billings,  runs 
a  movie  subsidiary  and  the  largest 
motion  picture  theater  chain.  Metro- 
media, a  leading  independent  broad- 
caster, has  a  graphics  and  publishing 
group,  an  advertising  organization 
and  a  direct-mail  marketing  group, 
Playbill  magazine  and  an  entertain- 
ment group. 


Enjoying  Your  Work 


million  in  equipment  sales,  so  the  big 
cost  is  tennis  courts— the  construction 
business.  The  ski  market  was  around 
$350  million  in  equipment  and  ap- 
parel sales,  with  the  real  money  made 
and  spent  on  real  estate  development. 
Sailboats:  Alcourt  had  between  65% 
and  85%  of  the  market  in  various 
sailboats,  and  yet  its  total  factory  sales 
were  only  $30  million.  Alcourt  itself  is 
owned  by  AMF,  a  company  with 
$900  million  in  sales,  35%  of  it  from 
industrial  products  and  services. 

If  you  are  interested  in  the  boat- 
ing market,  look  at  motors.  There  are 
six  or  seven  strong  producers,  with 
Outboard  Marine  accounting  for  60% 
of  a  $423-million  market.  The  snow- 
mobile market  is  a  tricky,  dynamic 
area  where  a  lot  of  money  has  been 
made  and  lost.  Outboard  Marine 
dropped  approximately  $7  million,  in 
part  due  to  heavy  costs  in  developing 
a  quiet  engine,  and  it  is  still  trying 
with  a  Wankel.  Coleman's  snowmo- 
bile helped  reduce  the  company's 
earnings  by  22  cents  per  share  to  82 
cents  in  1971,  yet  it  will  probably 
prove  to  have  been  the  biggest  con- 
tributor to  1972  fourth-quarter  earn- 
ings when  the  final  figures  are  in. 


The  motion  picture  industry,  slow 
to  expand  its  horizons  into  other  areas 
of  the  Good  Life,  has  remained  so 
pathetically  tied  to  the  whims  of  its 
consumers  that  several  major  pro- 
ducers came  close  to  bankruptcy  in 
the  late  Sixties  and  early  Seventies. 
But  the  whim  business  can  be  a 
good  one  if  you're  in  the  groove: 
Gulf  &  Western's  Paramount  Pictures 
proved  that  when  it  brought  out  two 
record-breaking  moneymakers  back 
to  back— Love  Story  and  The  God- 
father. Want  to  bet  on  the  next  two? 

Oh,  the  Good  Life.  ■ 


It  takes  more  than  picking  the  right 
product  and  the  right  management  in 
the  communications  side  of  the  leisure 
and  education  industry.  "A  lousy  com- 
pany serving  a  great  market  can  make 
it  very  well,"  says  J.  Kendrick  Noble 
Jr.  of  Auerbach,  Pollak  &  Richardson. 
"But  even  a  good  company  would 
have  difficulty  in  a  bad  market." 

Noble  thinks  you  have  to  be  able  to 
decipher  the  future  of  the  economy 
and  economic  controls  to  hit  it  right 
in  the  publishing  market.  Most  of  the 
publicly  held  companies  in  it  are  af- 
fected in  varying  degrees  by  advertis- 
ing revenues,  and  many  could  well 
be  facing  profit  ceilings  in  1973. 
Auerbach's  view  is  for  a  strong  econo- 
my in  the  first  half  of  1973,  with  a 
moderately  strong  second  half  ancL-a 
softening  in  1974.  Noble  thinks  few 
companies  in  the  publishing  business 
will  do  well  for  the  entire  year  1973. 

"Most  analysts  don't  like  magazines 
right  now,"  he  says.  "They  like  news- 
papers more  and  they  are  watching 
textbooks."  Noble  himself  seems  to 
like  magazines,  despite  their  problems 
with  increasing  postal  hikes;  he 
points  to  a  favorable  long-term  trend 
of   shifting   subscription   costs   to   the 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  off er  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

December  15, 1972 

1,282,442  Shares 

< 

Florida  Cypress  Gardens,  Inc. 

Common  Stock 


Price  $1 1.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the 
undersigned  as  may  lawfully  offer  these  securities  in  this  State. 


Reynolds  Securities  Inc. 
Blyth  Eastman  Dillon  &  Co.  The  First  Boston  Corporation 

Incorporated 

duPont  Glore  Forgan  Goldman,  Sachs  &  Co.  Loeb,  Rhoades  &  Co. 

Incorporated 

Bache  &  Co.        E.  F.  Hutton  &  Company  Inc.         Shearson,  Hammill  &  Co. 

Incorporated  Incorporated 

Bear,  Stearns  &  Co.  Alex.  Brown  &  Sons  Burnham  &  Company  Inc. 

Clark,  Dodge  &  Co.     Dominick  &  Dominick,     Faulkner,  Dawkins  &  Sullivan 

Incorporated  Incorporated  Securities  Corp. 

Harris,  Upham  &  Co.  Hayden  Stone  Inc.  Kleinwort,  Benson 

Incorporated  Incorporated 

The  Robinson-Humphrey  Company,  Inc.  Shields  Securities  Corporation 

Thomson  &  McKinnon  Auchincloss  Inc.  Tucker,  Anthony  &  R.  L.  Day 

G.  H.Walker  &  Co.  Walston  &  Co.,  Inc. 

Incorporated 


consumer.  Newspapers,  he  feels,  may 
be  running  out  of  steam  after  two 
years  as  darlings  of  the  industry.  It 
depends  on  the  markets  they  serve, 
the  economy  and  the  controls,  with 
the  urban  and  suburban  papers  sub- 
ject to  different  environmental  factors. 

Eugene  B.  Vesell  of  H.C.  Wain- 
wright,  by  contrast,  takes  a  favorable 
view  of  newspapers.  He  feels  that  non- 
metropolitan  newspapers  have  by  far 
the  strongest  prospects  over  the  next 
few  years  in  the  publishing  industry 
and  that  Gannett,  currently  having 
troubles  with  profit-margin  ceilings, 
typifies  to  a  large  degree  the  best 
features  in  the  industry.  He  points 
to  the  dominant  position  such  papers 
occupy  in  their  markets  and  the  more 
sanguine  outlook  for  local  advertis- 
ing, and  he  feels  it  reasonable  to  an- 
ticipate continuing  large  productivity 
gains  for  several  years  to  come. 

The  recent  demise  of  Life  maga- 
zine reflects  the  localization  and 
specialization  of  advertising.  "They 
were  able  to  cut  costs  but  still  not 
control  costs,"  he  says,  "but  with  the 
advertisers'  interest  shifting  to  other 
media  and  special-interest  magazines, 
the  prospects  for  revenue  growth  were 
not  great." 

R.R.  Donnelley  &  Sons,  one  of  Life's 
printing  sources,  has  been  badly  hurt 
by  the  shifts  in  the  magazine  business, 
and  is  doing  well  just  to  hold  its 
own.  The  trend  from  the  longer-run 
general  magazines  to  short-run  spe- 
cialized ones  has  the  effect  of  letting 
the  competition  in,  and  since  there  is 
always  overcapacity  in  the  printing 
industry,  the  result  is  price-cutting. 

The  real  sleepers,  from  a  stock 
market  point  of  view,  in  the  entire 
leisure  industry  may  well  be  found 
in  the  film  segment,  according  to 
Lawrence  Rice  of  duPont  Glore 
Forgan.  "These  film  companies  have 
been  kicked  around,  stomped  on,  and 
yet  this  is  the  best  time  to  look  them 
over,"  he  says.  "Their  fundamentals 
have  improved,  they  have  never 
looked  better  financially  and  yet  no 
one  likes  them."  He  points  out  that 
when -..an  industry  is  down,  changes 
are  roade  and  the  positive  changes 
will  show  eventually.  Financial  men 
are  replacing  film  men  at  the  top  of 
these  companies,  he  points  out;  there 
are  better  cost  controls,  and  smaller 
budget  films  are  reducing  total  risk. 

Perhaps.  But  investors  with  long 
memories,  who  have  heard  something 
like  this  before,  will  wonder  if  the 
moviemen  have  reformed  that  much. 
As  Omar  Khayyam  put  it: 

Indeed,  indeed,  repentance 

oft  before 
I  swore— but  was  I  sober 
when  I  swore? 


QUEBEC...  your 

POWER-FULL 

neighbor 

Industry  moves  on  power  and  Quebec's  got  it!  To 
Outardes  and  Manicouagan,  add  the  tremendous  back- 
up resources  of  Churchill  Falls  and,  later  on,  James  Bay. 
Together  they  spell  a  potential  for  power  unequalled  in 
all  of  North  America. 

And  Quebec's  power  is  virtually  100%  hydroelectric 
—  the  cleanest,  most  economical  way  of  producing 
energy  that  man  and  nature  have  yet  devised.  If  abun- 
dant, economical  power  is  a  primary  requirement  of  your 
business,  first  look  around  you.  If  the  area  in  which  you 
are  presently  located  is  not  so  fortunate,  shouldn't  you 
be  considering  QUEBEC? 

But  that's  just  one  of  the  many  great  reasons  why 
Quebec  could  be  your  logical  choice  for  plant  reloca- 
tion or  expansion.  Add  availability  of  labor,  transporta- 
tion facilities  and  access  to  markets  and  materials,  and 
you'll  agree  that . . .  whatever  your  reasons  for  moving, 
you'll  find  more  of  the  answers  in  Quebec. 


Why  not  get  the  full  story?  Call  or  write: 


L.  Roger  Deniger, 

Industrial  Development  Dept., 

HYDRO-QUEBEC, 

75  Dorchester  Blvd.  West, 

Montreal,  Quebec,  Canada 

Tel.:  (514)  875-4311 


a 


Hey,IMAV.Ayer 

Among  the  largest  companies  on  your  client 
list  (or  their  parent  companies),  32%  more 
corporate  officers  read  FORBES  regularly  than 
read  FORTUNE. 


Source:  Erdos  and  Morgan,  Inc.  5/72. 
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Utilities 


The  lesson  of  the  past  few  years 

in  this  regulated  industry 

is  very  simple,  very  blunt.  It  is  this: 

The  customers  are  not  best 

served  by  keeping  rates  down. 


It  is  instructive  about  the  utility  in- 
dustry that  the  leading  companies  in 
both  the  electric  and  telephone  and 
the  natural  gas  Yardsticks  hold  their 
position  in  good  part  because  of  the 
type  of  regulation  they  are  under. 

All  the  electric  utilities  have  had 
problems  with  spiraling  construction 
costs,    skyrocketing    fuel    prices    and 


ELECTRIC  &  TELEPHONE:  Yardsticks  of  Management  Performance 
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Central  Tel  &  Utils 

15.4 

1 

145 

6.5 

11 

512 

12.8 

5.8 

11.5 

9 

236 

6.5 

11 

272 

Texas  Utilities 

14.6 

2 

186 

7.3 

3 

447 

13.9 

6.6 

9.7 

18 

340 

7.7 

6 

233 

United  Telecommun 

14.3 

3 

203 

6.1 

15 

549 

14.5 

5.8 

8.6 

33 

424 

4.5 

20 

344 

Houston  Lt  &  Power 

14.2 

4 

207 

7.6 

2 

420 

14.6 

7.5 

10.7 

14 

282 

8.9 

3 

194 

Contl  Telephone 

13.7 

5 

241 

5.7 

25 

583 

12.1 

5.6 

20.4 

2 

61 

7.2 

7 

248 

Cleveland  Elec  Ilium 

13.5 

6 

250 

7.9 

1 

399 

13.3 

7.2 

8.2 

41 

454 

3.7 

26 

378 

Dayton  Power  &  Light 

13.5 

7 

251 

6.6 

9 

499 

11.7 

5.7 

8.3 

40 

448 

—0.3 

43 

498 

Cincinnati  Gas  &  El 

13.5 

8 

252 

7.1 

5 

464 

12.2 

6.3 

8.1 

42 

466 

1.8 

33 

443 

Gulf  States  Utils 

134 

9 

260 

6.0 

20 

562 

10.0 

5.5 

9.0 

30 

402 

4.4 

21 

346 

Illinois  Power 

13.0 

10 

282 

6.7 

7 

486 

10.5 

5.8 

8.0 

43 

471 

0.3 

38 

480 

Ohio  Edison 

12.9 

11 

284 

6.8 

6 

482 

13.6 

6.0 

7.5 

45 

496 

04 

37 

478 

Am  Elec  Power 

12.9 

12 

287 

6.1 

18 

556 

12.3 

5.7 

9.3 

24 

375 

4.9 

18 

329 

Allegheny  Power 

12.7 

13 

298 

6.1 

17 

554 

12.3 

5.5 

8.8 

32 

415 

5.7 

14 

300 

North  States  Power 

12.6 

14 

300 

5.8 

22 

573 

14.2 

5.8 

9.3 

26 

383 

6.0 

13 

290 

Long  Island  Lighting 

12.6 

15 

304 

6.1 

14 

547 

12.3 

6.1 

9.5 

21 

358 

4.3 

22 

347 

Baltimore  Gas  &  Elec 

12.5 

16 

307 

6.6 

9 

499 

11.6 

6.0 

9.7 

19 

345 

54 

16 

312 

Central  &  South  West 

12.3 

17 

322 

7.2 

4 

456 

12.4 

7.4 

9.4 

23 

371 

6.8 

8 

265 

Florida  Power  &  Lt 

12.1 

18 

331 

6.7 

7 

486 

12.9 

6.5 

13.3 

4 

177 

10.3 

2 

159 

General  Tel  &  Elec 

11.9 

19 

342 

6.4 

13 

499 

10.7 

6.6 

9.2 

27 

388 

3.5 

27 

385 

Pub  Serv  Elec  &  Gas 

11.6 

20 

357 

5.6 

27 

592 

8.9 

4.9 

9.4 

22 

369 

—1.5 

46 

523 

Northeast  Utilities 

11.6 

21 

361 

5.3 

38 

619 

13.9 

5.2 

10.9 

13 

275 

6.7 

9 

266 

Virginia  Elec  &  Power 

11.5 

22 

363 

5.3 

39 

623 

11.9 

3.1 

104 

16 

304 

4.6 

19 

341 

Penn  Power  &  Light 

11.4 

23 

375 

5.4 

31 

601 

11.4 

5.5 

11.6 

8 

233 

2.3 

31 

427 

Commonwealth  Edison 

114 

24 

376 

6.1 

16 

552 

9.8 

5.5 

9.1 

28 

392 

0.9 

35 

462 

Union  Electric 

11.3 

25 

382 

5.7 

24 

578 

9.1 

5.2 

8.4 

36 

438 

—1.6 

47 

525 

N  Y  State  Elec  &  Gas 

10.9 

26 

401 

5.4 

31 

601 

10.1 

5.5 

8.4 

38 

443 

—0.3 

42 

497 

Pacific  Gas  &  Elec 

10.9 

27 

403 

5.8 

23 

577 

11.4 

5.8 

7.0 

46 

520 

4.1 

23 

361 

Carolina  Power  fc  Lt 

10.8 

28 

415 

5.7 

26 

588 

14.3 

6.6 

14.3 

3 

147 

7.8 

5 

227 

Public  Service  Colo 

10.5 

29 

425 

5.5. 

30 

599 

10.5 

5.3 

7.8 

44 

476 

3.4 

28 

392 

Duke  Power 

104 

30 

435 

5.4 

33 

604 

8.8 

4.6 

11.5 

11 

238 

—0.2 

41 

495 

Middle  South  Utils 

104 

31 

441 

5.5 

29 

597 

10.8 

5.2 

11.2 

12 

261 

8.5 

4 

207 

Phila  Electric 

10.2 

32 

450 

5.5 

28 

596 

10.4 

5.3 

11.9 

7 

223 

0.8 

36 

467 

New  England  Electric 

9.9 

33 

467 

4.8 

44 

646 

11.3 

5.0 

8.5 

35 

433 

6.7 

10 

267 

Boston  Edison 

9.9 

34 

472 

5.4 

37 

614 

9.9 

5.0 

8.5 

34 

432 

5.6 

15 

305 

General  Public  Utils 

9.8 

35 

476 

44 

46 

662 

9.6 

4.3 

12.3 

5 

205 

0.0 

40 

489 

Niagara  Mohawk  Pow 

9.8 

36 

481 

4.8 

43 

644 

11.7 

5.7 

8.3 

39 

446 

4.1 

23 

361 

Wisconsin  Elec  Power 

9.6 

37 

489 

5.4 

34 

607 

11.4 

6.1 

10.2 

17 

310 

6.1 

12 

287 

Southern  Cal  Edison 

9.6 

38 

492 

5.4 

36 

610 

8.8 

5.4 

10.5 

15 

289 

2.1 

32 

437 

Southern  Company 

9.5 

39 

493 

5.1 

42 

633 

8.7 

4.3 

12.2 

6 

213 

3.9 

25 

370 

Potomac  Elec  Power 

94 

40 

502 

5.4 

34 

607 

10.9 

6.0 

11.5 

10 

237 

5.0 

17 

327 

American  Tel  &  Tel 

9.0 

41 

515 

6.5 

12 

515 

8.6 

5.9 

8.8 

31 

412 

1.8 

34 

446 

Consumers  Power 

8.9 

42 

523 

5.3 

40 

625 

7.8 

4.6 

8.4 

37 

442 

-0.7 

45 

507 

So  New  England  Tel 

8.7 

43 

539 

5.9 

21 

564 

9.0 

5.5 

9.6 

20 

352 

2.8 

29 

415 

Detroit  Edison 

8.6 

44 

544 

5.1 

41 

631 

7.5 

5.1 

9.3 

24 

375 

0.3 

39 

481 

Consolidated  Edison 

8.0 

45 

570 

4.4 

45 

660 

8.0 

4.4 

9.1 

28 

392 

—0.4 

44 

501 

Comsat 

6.4 

46 

629 

6.0 

19 

557 

8.4 

8.4 

40.4 

1 

11 

39.6 

1 

11 

Western  Union 

4.7 

47 

676 

4.1 

47 

678 

5.2 

3.9 

5.9 

47 

589 

24 

30 

423 

Industry  Medians 

11.4 

5.7 

11.3 

5.6 

9.3 

4.1 

Note:  Explanation  of  Yardstick  cal 

culations  on  page  105. 
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endless  litigation  over  rates  and  power 
plant  sitings.  The  best  thing  that  can 
happen  to  a  utility  in  this  setting  is 
to  have  a  sympathetic— read  lenient  if 
you  like— regulatory  climate. 

Texas  Utilities  or  Houston  Lighting 
&  Power  just  do  not  face  the  same 
regulatory  climate  as  does,  say,  South- 
ern California  Edison;  the  Texas  com- 
panies are  allowed  to  earn  a  higher 
return  on  invested  capital,  and  they 
do  so.  Sure,  the  Texas  companies  are 
favored  in  the  stock  market  as  growth 
utilities,  but  their  sales  growth  has 
not  been  faster  than  the  company 
serving  booming  Orange  County.  One 
big  difference  is  that  SoCal  Edison 
has  been  impacted  by  rising  fuel  costs 
and  has  had  to  fight  prolonged  bat- 
tles with  the  tough  California  Public 
Utility  Commission  to  lift  rates  to  cov- 
er those  costs.  In  Texas,  the  utilities 
bargain  with  individual  municipali- 
ties for  rate-making  and  have  a 
much  easier  time  of  it. 

But  one  needn't  look  only  to  those 
rapid  growth  areas  of  the  country  for 
the  effects  of  differing  regulation. 
Look  at  the  Ohio  companies  up  near 
the  top  of  the  Yardsticks.  Cleveland  is 
hardly  a  great  growth  area,  but  Cleve- 
land Electric  Illuminating  has  come 
through  the  recent  trying  years  with 
its  returns  on  equity  and  capital  in- 
tact. Dayton  Power  &  Light,  Cincin- 
nati Gas  &  Electric  and,  further  down, 
Ohio  Edison  have  borne  up  well.  In 
Ohio,  too,  the  utilities  petition  for  rate 
relief  first  to  their  own  municipalities 


What    do    rising    utility    rates- 
mean  to  the  average  consum- 
er? That  his  monthly   bill  will 
rise  faster  than  his  unit  usage. 


with  a  right  to  appeal  to  the  state's 
public  utility  commission. 

Are  the  electric  power  customers 
of  Ohio  ill-served  by  this  friendly  reg- 
ulatory climate?  It  would  not  seem 
so.  Michigan,  by  contrast,  has  a  tough 
Public  Service  Commission  that  is  both 
chary  and  prone  to  delay  with  rate 
increases.  But  Detroit  Edison,  which 
ranks  near  the  bottom  of  the  Yard- 
sticks in  returns  on  equity  and  capi- 
tal, has  about  the  same  average  resi- 
dential rate  as  Cincinnati  G&E. 

The  other  Michigan  utility,  Con- 
sumers Power,  desperately  needs  rate 
relief.  Its  latest  experience  with  the 
Michigan  PSC  was  typical.  It  applied 
for  $56  million  in  rate  hikes  and  re- 


ceived $28  million— with  orders  not  to 
come  back  again  for  over  a  year.  True, 
Consumers  Power's  residential  elec- 
tric rate  is  low,  but  only  in  the  same 
range  as  that  of  Dayton  P&L.  Con- 
sumers' stock  is  low,  too,  selling  at  a 
discount  from  book  value.  And  no 
wonder:  Both  its  return  on  capital  and 
its  earnings  per  share  are  falling- 
periling  coverage  of  fixed  charges.  It 
is  with  these  prospects  that  this  Michi- 
gan utility  faces  the  need  to  sell  some 
common  equity  in  1973. 

This  regulatory  attitude  is  not  all 
the  fault  of  political  appointees  to 
cushy  utility  commission  jobs.  Utility 
managements  have  to  share  the  blame. 
Ever  since  the  Government  in  the 
Thirties  created  the  Tennessee  Valley 
Authority,  utility  managements  feared 
nationalization.  Their  best  defense 
against  it,  they  reckoned,  was  to  pro- 
vide service  at  ever  lower  rates,  rates 
that  also  helped  the  utilities  to  grow. 
That  growth  was  served  by  ever  larg- 
er power  plants  and  transmission  sys- 
tems, whose  economies  of  scale  begot 
still  further  rate  decreases. 

That  happy  situation  halted  abrupt- 
ly, in  the  mid-Sixties,  as  war-fueled 
inflation  drove  costs  out  of  sight.  In- 
terest rates  went  sky  high.  Fuel 
prices  doubled  or  tripled.  But  many 
utility  managements  and  even  more 
utility  commissions  did  not  perceive 
in  time  that  the  game  had  changed. 

Today  the  managements,  at  least, 
are  in  no  doubt.  They  are  constantly 
petitioning  their  state  commissions  for 
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Coastal  States  Gas 

18.9 

1 

68 

8.7 

2 

352 

13.5 

7.8 

17.2 

2 

90 

11.4 

2 

144 

Texas  Eastern  Trans 

17.1 

2 

101 

6.5 

13 

506 

15.7 

6.7 

8.9 

14 

411 

9.8 

6 

168 

Transcont  Gas  Pipe 

16.6 

3 

111 

5.9 

15 

567 

16.8 

6.9 

9.6 

10 

355 

5.7 

10 

303 

Panhandle  East  Pipe 

16.1 

4 

124 

7.7 

4 

415 

14.0 

10.3 

9.6 

9 

354 

4.2 

13 

354 

Southern  Natural  Gas 

14.8 

5 

176 

9.1 

1 

327 

14.9 

9.1 

10.3 

7 

307 

10.1 

5 

160 

Houston  Natural  Gas 

14.2 

6 

214 

7.1 

9 

462 

11.1 

7.2 

25.5 

1 

38 

12.7 

1 

117 

Tenneco 

13.6 

7 

244 

6.7 

11 

496 

12.9 

6.8 

13.5 

3 

168 

3.8 

15 

373 

Arkansas  Louis  Gas 

13.4 

8 

261 

8.2 

3 

376 

6.7 

6.3 

19 

565 

—4.6 

20 

572 

No  Ind  Public  Serv 

13.3 

9 

263 

7.1 

8 

460 

6.8 

9.5 

11 

360 

5.4 

11 

309 

Lone  Star  Gas 

13.0 

10 

280 

7.6 

5 

420 

8.6 

5.7 

20 

603 

10.7 

3 

154 

Peoples  Gas 

12.4 

11 

319 

7.3 

7 

451 

12.4 

6.7 

11.4 

5 

244 

6.0 

9 

291 

Northern  Illinois  Gas 

12.1 

12 

334 

7.5 

6 

435 

11.7 

7.4 

11.0 

6 

271 

4.0 

14 

365 

Columbia  Gas  System 

11.3 

13 

380 

6.6 

12 

503 

11.4 

6.4 

7.4 

17 

498 

5.1 

12 

321 

Texas  Gas  Trans 

112 

14 

386 

6.7 

10 

493 

10.7 

6.4 

9.3 

12 

375 

—0.4 

19 

500 

American  Natural  Gas 

10.3 

15 

443 

5.7 

17 

580 

11.1 

6.0 

9.3 

13 

384 

6.1 

8 

287 

El  Paso  Natural  Gas 

10.1 

16 

460 

5.3 

20 

627 

15.0 

6.0 

9.7 

8 

342 

10.6 

4 

156 

Northern  Natural  Gas 

9.8 

17 

483 

5.7 

16 

579 

8.8 

5.2 

11.7 

4 

228 

3.2 

17 

396 

Con  Natural  Gas 

8.8 

18 

525 

6.3 

14 

534 

9.1 

6.4 

7.4 

18 

499 

3.7 

16 

377 

Pacific  Lighting 

8.8 

19 

529 

5.7 

18 

587 

9.2 

5.6 

8.7 

15 

420 

2.7 

18 

416 

National  Fuel  Gas 

8.5 

20 

545 

5.3 

19 

619 

10.8 

6.7 

8.3 

16 

449 

83 

7 

215 

Industry  Medians 

12.7 

6.7 

12.1 

6.7 

9.6 

5.6 

Note:  Explanation  of  Yardstick  cal 

:ulations  or 

page  105. 
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PLAN  FOR 
FISCAL  FITNESS 

These  days  it  takes  more  than  money 
to  keep  employees  productive— and 
profits  healthy.  Broward  County, 
midway  between  Miami  and  Palm 
Beach,  has  a  unique  combination  of 
ingredients  that  fights  employee 
blahs,  brings  fast,  permanent  relief 
to  corporate  headaches.  Firms  like 
Bendix,  Burroughs,  STP,  Motorola 
and  Westinghouse  feel  better  here. 
Yours  will  too.  To  receive  your  free 
sample  of  our  illustrated  brochure, 
FACTS  FOP  INDUSTRY,  mail  coupon. 

John  C.  Dabney,  Executive  Director 
Dept.  FJ 

BROWARD  INDUSTRIAL  BOARD 
2050  East  Oakland  Park  Blvd. 
Fort  Lauderdale,  Florida  33306 


We  may  be  interested  in 

□  Plant  □  Plant  Site 
-R&D  Facilities  □  Corporate 

□  Distribution  Warehouse  ~  Other 


Hdqtrs.m 
her 


Name . 
Firm  _ 


Address . 
City 


rate  relief.  And  judging  from  the 
amounts  of  rate  relief  granted  in  each 
of  the  last  three  years,  the  commission 
attitudes  are  also  changing. 

In  telephone,  too,  the  need  for  rate 
relief  was  recognized  some  two  years 
ago.  With  its  earnings  flat  in  1969, 
1970  and  1971,  American  Telephone 
&  Telegraph  petitioned  the  Federal 
Communications  Commission  for  long 
distance  rate  boosts,  and  its  operating 
companies  banged  on  the  doors  of 
state  bodies.  Save  for  a  horrendous 
situation  in  California,  where  the 
State  Supreme  Court  ordered  a  re- 
fund of  rate  increases  granted  both 
to  Bell's  Pacific  Tel  and  to  General 
Telephone  &  Electronics'  important 
California  subsidiary,  the  rate  relief 
has  been  coming  along.  AT&T's  earn- 
ings are  growing  again— up  over  15% 
in  last  year's  third  quarter— and  its 
stock  price  has  responded. 

Telephone  companies  rank  high  in 
the  Yardsticks.  Central  Telephone  & 
Utilities,  the  Nebraska-based  holding 
company   that   gets   70%   of  its   reve- 


nues from  telephone,  is  new  to  the 
Yardsticks  this  year  and  leads  them. 
United  Telecommunications,  current- 
ly the  second-largest  independent  tele- 
phone company,  and  Continental  Tel, 
soon  to  be  second-largest  if  its  merger 
with  Mid-Continental  Tel  goes 
through,  also  rank  high  in  return  on 
equity.  But  basically,  this  is  a  factor 
of  these  companies'  higher  leverage. 
When  it  comes  to  return  on  total 
'  capital,  Ma  Bell  makes  as  much  as, 
or  a  bit  more  than,  any  of  them— and 
its  earnings  haven't  grown  for  three 
years.  General  Tel,  which  had  a  pret- 
ty good  year,  at  the  end  of  1972 
could  look  forward  to  several  years 
in  court  fighting  a  Hawaiian  judge's 
order  to  divest  its  Hawaiian  Tel  sub- 
sidiary and  manufacturing  assets  to- 
taling $3.7  billion.  The  decision  was 
on  an  antitrust  suit  brought  by  ITT. 

In  natural  gas,  the  problem  is  more 
basic  than  what  it  will  cost  to  de- 
liver the  product:  It  is  having  the 
product  to  deliver.  Curtailments  of 
up  to  15%  are  now  in  effect  from  the 


Only  as  Sound  as  Its  Dividends- 


State  . 


Zip. 


Fori  Lauderdaie.  Hollywood.  Pompano  Beach.  Plantation 
Deerlieid  Beach.  Dania,  Haliandale.  Margate.  M'ramar- 
Pembroke.  Coral  Springs.  Lauderhill.  unincorporated  areas 
Pon  Everglades 


Interviewing  analysts  of  the  utility 
industry  is  like  visiting  a  hospital.  You 
hear  the  most  lurid  tales  of  illness  and 
suffering,  but  always  with  a  ray  of 
cautious,  or  perhaps  desperate,  opti- 
mism. Desperate  optimism  is  where 
you  say  things  are  so  bad  that  they're 
bound  to  get  better.  Which  seems  to 
make  sense  until  somebody  whispers 
in  your  ear:  "Consider  the  railroads." 

Of  course,  first  you  must  establish 
whether  you  are  inquiring  about  the 
short-term  or  long-term  health  of  the 
patient.  Short  term,  utility  stock 
prices  rose  some  15%  between  mid- 
September  and  late  November.  Why? 
Not  hard  to  understand  really,  says 
John  H.  Devereux  Jr.,  utility  analyst  at 
Loeb,  Rhoades.  "Electric  utility  earn- 
ings are  up  8%  or  better  this  year,  af- 
ter three  years  of  being  flat.  There  have 
been  more  rate  increases,  more  fuel 
adjustment  clauses  in  rates.  Kilowatt- 
hour  unit  sales  are  up  8%,  and  there 
is  still  quite  a  bit  of  leverage  in  in- 
creasing volume.  Interest  rates  were 
down  substantially  after  a  lot  of  peo- 
ple thought  they  would  go  the  other 
way.  Utility  stocks  were  yielding  almost 
as  much  as  the  bonds  of  the  same 
companies.  And  finally,  the  fear  earli- 
er in  the  year  that  the  Price  Commis- 
sion would  insert  itself  and  hold  down 
utility  rates  just  did  not  materialize." 

Oh,  so  that's  why  the  stocks  moved. 
Well,  maybe  that's  why.  Carl  Seligson, 
vice  president  of  utility  underwrit- 
ing at  Merrill  Lynch,  notes,  too,  that 
"every  year  the  utility  group  has  a 
move   in   stock   price,   usually   occur- 


ring at  the  end  of  the  year." 

But  whether  it  was  tradition  or  fun- 
damentals, if  you  were  holding  utili- 
ties, you  have  benefited;  if  not— the 
move  having  tapered  off  in  December 
—the  question  is  where  the  stocks  will 
go  from  here.  On  that  score,  the  best 
that  people  will  say  is  that  the  pa- 
tient is  still  alive. 

Utility  analysts  like  Salomon  Bros.' 
Charles  A.  Benore  and  his  computer 
programming  partner,  Bert  Kramer, 
see  pluses  for  the  industry  in  the 
fact  that  construction  and  financing 
are  projected  to  grow  at  half  the  re- 
cent dizzy  rate  of  20%  a  year,  that  reg- 
ulatory commissions  are  showing 
greater  understanding  in  granting 
rate  increases,  and  that  the  price/ 
earnings  ratios  of  electric  utilities,  at 
half  of  what  they  were  in  the  early 
Sixties,  represent  less  risk.  Those  are 
the  thoughts  of  the  optimists. 

On  the  minus  side,  pessimists  worry 
over  the  amounts  of  common-stock  fi- 
nancing: The  utilities  floated  about 
$2.1  billion  worth  of  common  stock  in 
total  outside  financing  of  over  $9  bil- 
lion, up  only  slightly  from  197 l's  $2 
billion  but  up  substantially  from  1970's 
$1.4  billion.  From  now  on,  the  out- 
look for  equity  financing  is  up  indef- 
initely. Merrill  Lynch's  Seligson  pre- 
dicts at  least  $2.7  billion  of  common 
financing  in  1973;  Salomon's  Benore 
puts  it  at  $2.5  billion.  Both  are  look- 
ing at  sales  of  common  stock  running 
over  $3  billion  annually  through  1976. 

Why  all  that  common?  Utility  com 
pany  debt  as   a   percentage   ol    total 
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pipeline  companies  to  their  distributor 
customers,  while  the  debate  heats  up 
whether  enough  natural  gas  would  be 
there  at  any  price.  The  pipelines,  pay- 
ing more  for  the  product,  turn  for  rate 
relief  to  the  Federal  Power  Com- 
mission. The  distributors  turn  to  then- 
state  utility  commissions.  (Coastal 
States  Gas  leads  the  Yardsticks  be- 
cause it  does  its  gas  supply  business 
in  great  part  within  the  warm  regu- 
latory confines  of  Texas.)  Rate  relief 
has  been  generally  obtainable.  Also, 
the  natural  gas  industry  is  not  yet 
burdened  with  quite  the  problems  of 
the  electric  companies. 

But  the  big  questions  in  regulation 
of  a  profoundly  changing  industry 
have  not  been  faced.  To  combat  short- 
ages of  gas,  both  pipeline  and  distri- 
bution companies  wish  to  invest  in 
plants  to  synthesize  natural  gas  from 
naphtha  or  coal  or  crude  oil.  Invest- 
ments are  already  being  made  in  huge 
projects  to  liquefy  gas  in  Algeria, 
transport  it  to  the  U.S.  and  regasify 
it    here.    Even    local    gas    companies 


want  to  invest  in  offshore  exploration. 

But  the  FPC-in  fact  the  entire  U.S. 
Government— has  yet  to  give  a  clear 
signal  on  what  its  fuels  and  energy 
policy  will  be.  So  most  plans  are  in 
abeyance.  And  since  gas  supply  com- 
panies have  not  been  adding  new  cus- 
tomers when  they  are  curtailing  the 
customers  they  have,  capital  expendi- 
tures have  held  at  moderate  levels  for 
several  years.  As  a  result,  earnings 
gains  in  the  gas  industry  look  general- 
ly better  than  those  in  the  electric  util- 
ities. Twelve-month  returns  on  capi- 
tal are  generally  up  vs.  the  five-year 
averages,  something  not  true  for 
the  electrics  and  telephones. 

The  FPC's  failure  to  take  a  clear 
stand  on  prices  of  conventionally  pro- 
duced or  synthesized  natural  gas 
will  end  one  day.  Bureaucratic  pro- 
crastination is  normal,  but  not  really 
eternal:  Occasionally  events  combine 
to  force  change.  The  capital  calamites 
of  the  electric  utilities  forced  a  change 
in  regulatory  thinking  in  that  indus- 
try; so  it  will  have  to  be  with  gas.   ■ 


capital  has  crept  up  toward  55%  in 
the  recent  hectic  years.  Also,  enough 
preferred  was  sold  to  bring  it  to  11% 
or  12%  of  capitalization.  But  the  fi- 
nancial rating  services  now  feel  that 
the  common  equity  should  not  slip 
further  toward  30%,  but  come  up 
again  to  35%  at  least.  The  result: 
potential  dilution  of  stockholders' 
equity  for  a  lot  of  utilities. 

"For  a  Texas  Utilities  or  a  Central 
&  Southwest,  selling  at  a  substantial 
premium  over  book  value,"  notes  Sel- 
igson,  "selling  common  stock  doesn't 
hurt  like  it  does  other  utilities  that 
sell  near  or  even  below  book."  It  is 
this  specter  of  dilution  that  makes 
even  optimistic  utility  analysts  trim 
their  long-term  projections  of  utility 
earnings-per-share  gains  to  4%  to  5%  a 
year  (in  a  business  where  the  rule  of 
thumb  for  growth  is  7%  a  year) . 

Which  explains  why  utility  stocks 
are  currently  being  sold  on  the  con- 
cept.of  "total  return,"  which  is  said 
to  njake  them  substitutes  for  bonds. 
That  is,  utility  dividends  are  now  run- 
ning close  to  6%  of  the  low  stock 
prices.  Couple  that  6%  with,  say,  5% 
earnings-per-share  growth  a  year  and 
the  investor  has  an  11%  return.  Salo- 
mon's Benore  and  Kramer  recommend 
utilities  on  the  basis  of  11%  total  re- 
turn; Argus  Research's  Wally  French 
posits  a  12%  total  return. 

The  total  return  concept  blithely 
assumes  that  most  utilities  will  con- 
tinue to  pay  close  to  70%  of  earnings 
in  dividends,  while  they  are  at  the 
same  time  strapped  to  come  up  with 


even  one-third  of  their  financing  needs 
internally.  Loeb,  Rhoades'  John  Dev- 
ereux,  who  sees  himself  as  "moderate- 
ly optimistic,"  says:  "Dividend  cuts 
are  the  biggest  danger  long  term." 
And  small  wonder,  with  shortages  of 
natural  gas  placing  greater  financial 
burdens  on  the  pipeline  and  distri- 
butor utilities,  and  American  Tele- 
phone &  Telegraph  looking  to  sell 
$1.5  billion  of  common  a  year  for  the 
next  few  years. 

But  Wall  Street  isn't  only  financial 
analysts.  It  is  a  sales  business,  too.  So 
before  leaving,  Forbes  dropped  by 
99  Wall  Street,  hard  by  the  East 
River,  and  there  found  Charles  B. 
Johnson,  president  of  Franklin  Dis- 
tributors, Inc.,  a  mutual  fund  house. 

One  of  Franklin's  funds  is  a  24- 
year-old  utilities  fund  that  has  been 
taking  a  beating  since  1966.  Was 
Johnson  discouraged?  Not  at  all. 
"The  utilities  have  grown  at  8.6%  a 
year  since  World  War  II,"  says  John- 
son, "they  will  continue  to  grow. 
Look,  even  during  this  bad  period 
utilities  have  increased  earnings  and 
dividends.  So  you're  looking  at  an  in- 
dustry where  you  get  earnings  in- 
creases every  year.  I'd  rather  have 
that  kind  of  trouble  than  the  steel 
industry's  troubles."  In  October  his 
utilities  fund  returned  to  a  net  sales 
position  after  a  four-year  period  of 
net  redemptions. 

Is  Johnson  right?  Who  knows?  But 
after  everything  else  you  hear  about 
the  utility  industry,  he  certainly  is 
refreshing. 
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Whitney  Harris 
Financial  Opportunities 
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Building  Materials 


New  houses  were  sprouting  everywhere,  but  the 
earnings  of  the  materials  suppliers  were  somewhat  blighted. 


"We're  looking  forward,"  says  George 
Weyerhaeuser,  president  of  Weyer- 
haeuser Co.,  "to  a  gradual  reduc- 
tion in  housing  starts."  Oh?  Did  the 
surge  of  the  last  two  years  prove  too 
much  for  the  usually  slow-paced 
building  materials  industry? 

After  two  decades  of  waiting  for  a 
housing  boom  that,  like  the  end  of 
the  rainbow,   was  often  in  sight  but 


always  out  of  reach,  suddenly  in  1971 
business  soared.  In  two  years  this  in- 
dustry has  swept  from  18th  place  to 
top  rank  in  sales  growth  in  Forbes' 
Industry  Median  Ranking  Report 
(see  p.  100).  It's  easy  to  see  why. 

From  under  1.5  million  in  1970, 
housing  starts  reached  2.1  million  in 
1971  and  2.4  million  last  year.  Count 
mobile  homes,  and  new  housing  sales 
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Skyline  Corp 

51.4 

1 

1 

51.6 

1 

1 

40.8 

40.7 

32.9 

2 

25 

48.2 

2 

5 

Fleetwood  Enterprise 

46.4 

2 

2 

47.3 

2 

2 

35.2 

36.4 

54.7 

1 

3 

60.4 

1 

3 

Centex 

38.9f 

3 

6 

12.3f 

5 

148 

20.3 

9.6 

26.4 

5 

34 

38.6 

5 

12 

Norris  Industries 

23.3 

4 

28 

18.9 

3 

31 

18.7 

17.9 

9.7 

24 

350 

9.1 

17 

187 

Black  &  Decker 

18.7 

5 

71 

14.7 

4 

73 

16.9 

14.7 

15.5 

13 

119 

112 

13 

146 

Bath  Industries 

15.1 

6 

163 

11.0 

8 

210 

26.5 

18.1 

16.0 

12 

113 

42.7 

4 

9 

Georgia-Pacific 

14.3 

7 

197 

7.9 

21 

393 

16.2 

7.6 

16.1 

11 

112 

11.8 

12 

136 

Masonite 

14.0 

8 
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12.0 

6 

159 

17.8 

16.2 

17.9 

9 

82 

25.3 

7 

28 

Weyerhaeuser 

13.5 

9 

248 

11.3 

7 

188 

11.4 

9.5 

11.2 

18 

263 

10.7 

15 

155 

Jim  Walter 

12.1 

10 

333 

8.4 

17 

367 

14.7 

11.1 

32.7 

3 

26 

20.3 

8 

48 
651 

De  Soto 

11.7 

11 

354 

9.7 

11 
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7.8 

6.9 

14.2 

15 
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-11.8 

31 

Em  hart 

11.5 

12 

363 

10.3 

10 
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10.1 

9.1 

4.0 

32 

667 

1.3 

24 
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Wickes 

11.4 

13 

376 

9.5 

12 
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9.0 

7.3 

20.3 

8 

63 

—1.1 

27 
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10.9 

14 
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8.7 

16 

350 

16.0 

10.5 

10.1 

22 
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17.8 

9 

68 
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15 

411 

7.1 

24 
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12.4 

7.7 

24.0 

7 

43 

12.2 

11 

130 
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10.7 

16 

419 

9.2 

13 

313 

11.3 

8.0 

14.3 

14 

145 

4.0 

22 

365 
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10.5 

17 

429 

8.1 

18 

382 

11.0 

8.3 

9.1 

25 

397 

0.9 

25 

464 

Johns-Manville 

10.5 

18 

433 

10.3 

9 

249 

11.4 

10.9 

8.9 

26 

409 

5.3 

21 

316 

Certain-teed  Prods 

10.5 

19 

434 

8.0 

20 

389 

19.6 

14.0 

17.0 

10 

95 

32.0 

6 

19 

H  H  Robertson 

10.4 

20 
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9.2 

14 
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10.1 

8.8 

10.2 

20 
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0.1 

26 
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Owens-Corning  Fiberg 

10.1 

21 

457 

8.0 

19 

385 

12.4 

9.1 

8.4 

27 

436 

11.0 

14 

151 

Lone  Star  Industries 

9.5 

22 

495 

7.0 

25 

470 

10.0 

7.3 

13.4 

16 
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16.5 

10 

77 
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9.1 

23 
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8.8 

15 

345 

10.8 

8.9 

5.7 

30 
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2.8 

23 
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8.9 

24 
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6.3 

28 
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9.3 

5.4 

10.1 

21 
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—1.6 

28 
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National  Homes 

8.7 

25 

537 

7.2 

23 

456 

9.4 

6.8 

28.7 

4 

32 

43.4 

3 

8 

United  States  Gypsum 

8.2 

26 
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7.3 

22 

449 

11.4 

9.6 

10.4 

19 

303 

7.2 

20 

247 

PPG  Industries 

7.8 

27 

577 

6.3 

27 

532 

10.8 

7.8 

6.7 

29 

542 

8.9 

18 
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Sherwin-Will'ams 

7.7 

28 
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6.5 

26 

510 

7.9 

6.3 

9.7 

23 

340 

—1.9 

29 

532 

National  Gypsum 

7.0 

29 

603 

6.2 

29 

540 

9.7 

7.9 

13.1 

17 

181 

7.9 

19 

224 

Flintkote 

6.6 

30 

621 

5.3 

30 

619 

8.5 

6.1 

7.9 

28 

474 

9.5 

16 

176 

Perm-Dixie  Cement 

4.1 

31 

692 

5.3 

30 

619 

3.3 

2.7 

25.1 

6 

39 

—5.6 

30 

589 

Boise  Cascade 

def 

32 

756 

def 

33 

759 

def 

def 

2.4 

33 

709 

P-D 

32 

715 

American  Standard 

def 

33 

def 

32 

752 

def 

def 

5.6 

31 

608 

P-D 

32 

715 

Industry  Medians 

10.5 

8.4 

11.3 

8.8 

13.1 

9.1 

Note:  Explanation  of  Yardstick  cal 

dilations  on  page  105. 

tThre< 

l  year  average.        def.- 

-Deficit. 

P-D  Profit  to  deficit. 
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Unfulfilled.  Remember  all  the  hoopla  for  houses  made  of  strange  materi- 
als? Houses  made  just  with  steel  or  plastic  or  glass?  After  two  decades  of 
such  dreams,  it  is  still  stodgy  but  reliable  materials  like  lumber,  gypsum 
and   cement  that   go   into   our   houses.    Conventions   don't  yield   easily. 


probably  reached  3  million  units. 
Florida,  for  example,  at  its  1972  rate 
of  building,  looked  set  to  double  its 
stock  of  housing  in  only  8J2  years.  The 
twin  attractions  of  a  sunnier  climate 
and  tax  savings  from  condominium 
living  helped  to  produce  a  frenzy  of 
building  activity  all  across  the  South. 
"The  greatest  of  all  housing  booms," 
Irving  Rose,  president  of  Advance 
Mortgage,  called  it  last  August. 

"And  for  once,"  says  Saul  Klaman, 
chief  economist  at  the  National  As- 
sociation of  Mutual  Savings  Banks, 
"there  was  no  shortage  of  mortgage 
money.  And  there  still  isn't."  To  the 
surprise  of  many,  this  housing  boom 
flourished  with  a  minimum  of  govern- 
ment aid.  Commitments  for  subsidies 
for  new  housing  by  HUD  dropped  16% 
to  306,000  units  in  the  year  to  June 
1972.  With  consumer  and  capital 
spending  rising  only  modestly  and 
long-term  interest  rates  dropping  from 
9%  to  7%,  a  flood  of  money-over  $40 
billion  this  year— went  into  accounts 
at  savings  &  loans  and  mutual  sav- 
ings banks.  And  went  out  again  into 
mortgages. 

Demand  for  building  materials  was 
so  great  that  it  soaked  up  the  surplus 
of  supplies  that  had  been  troubling 
the  industry  for  years.  "We've  had  to 
put  some  products  on  allocation,"  says 
Samuel  Greeley,  president  at  Mason- 
ite  Corp.  Adds  Evans  Products'  Chair- 
man Monford  A.  Orloff,  "Our  inven- 
tory of  plywood  is  down  to  around 
20  days,  vs.  the  45-  to  50-day  av- 
erage for  the  last  ten  years."  In 
equally  tight  supply  were  gypsum 
and  plumbing  fixtures  and  even  ce- 
ment, which  had  to  be  shipped  to 
Florida  from  Finland  and  Can- 
ada,  far  beyond   that  weighty   prod- 
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uct's  normal  200-mile  delivery  range. 

Bemoaned  one  lumber  producer, 
"We've  been  in  a  black  market."  Lum- 
ber wholesalers  have  been  charging 
and  getting  up  to  $170  for  1,000- 
board-foot  lots  of  Douglas  fir  two-by- 
fours.  That's  $30  above  the  price 
set  by  companies  such  as  Weyer- 
haeuser and  Georgia-Pacific  for  their 
regular  customers,  and  fully  40%  more 
than  anyone  was  paying  in  1971.  "For 
marketing  opportunities,"  said  Gra- 
ham J.  Morgan,  U.S.  Gypsum  chair- 
man, "1972  was  an  all-time  high." 

But  earnings  are  another  matter. 
They  are  up,  but  frequently  not  near- 
ly as  much  as  the  swing  to  full  ca- 
pacity would  warrant.  Look  at  some 
recent  figures:  Lone  Star  Industries, 
nine-month  sales  up  19%  vs.  a  16.6% 
earnings  gain;  Wickes  34.5%  vs.  10.5%. 
In  such  an  industry,  any  given  per- 
centage gain  in  sales  should  yield 
significantly  larger  earnings  increases. 

So  what  went  wrong?  The  bogey- 
man was  the  Price  Commission. 
"We've  never  had  more  problems 
stemming  from  the  government  area," 
says  Flintkote  Co.  Vice  President 
Monte  Carpenter. 

The  Price  Commission's  ruling  that 
companies  cannot  exceed  the  profit 
margin  levels  achieved  between  1968 
and  1970  hurt  building  materials 
firms.  "For  profit  margins,"  says  U.S. 
Gypsum's  Morgan,  "two  of  those  three 
years  were  probably  the  poorest  in  the 
company's  history." 

For  a  real  victim  of  the  margin 
freeze,  take  Armstrong  Cork.  In  the 
third  quarter  Armstrong  boosted  sales 
18%,  but  its  earnings  actually  fell  10%. 
"They  had  gone  through  their  profit 
margin  ceiling,"  says  an  analyst,  "and 
were  forced  to  have  an  August  White 
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Sale  on  ceiling  tiles."  For  the  full  year 
Armstrong  Cork  probably  netted 
$1.40  a  share,  about  what  it  earned 
in  1955,  when  its  sales  were  less  than 
I  Kill  as  large. 

Hul  as  the  Yardsticks  show,  there 
were  exceptions.  Skyline  and  Fleet- 
wood Enterprises  rank  first  and  sec- 
ond on  Forbes'  list  of  the  most  prof- 
itable firms  in  the  U.S.  Both  make 
mobile  homes.  Skyline  has  boosted 
its  per-share  earnings  48%  annually 
lor  five  years;  Fleetwood  60%.  Centex, 
now  one  of  the  nation's  largest  build- 
ers of  conventional  homes,  has  kept 
its  earnings  growing  faster  than  sales 
by  grabbing  a  larger  share  of  its  mar- 
ket. Other  exceptions:  Black  &  Deck- 
er, with  its  niche  in  power  tools,  and 
Masonite,  whose  finished  hardboard  is 
not  a  commodity  but  a  specialty  prod- 
uct that  is  nearly  as  much  in  demand 
by  do-it-yourself  repairmen  as  by 
house  builders. 


What  we  anticipate,  as  Benjamin 
Disraeli  discovered  a  century  ago,  sel- 
dom occurs.  Look  how  poorly  the  mu- 
tual fund  money  managers  fared  with 
building  materials  stocks. 

When  the  stock  market  came  off 
the  bottom  in  May  1970,  this  group 
led  the  way.  A  backlog  of  unsatis- 
fied demand  from  the  credit  crunch 
years,  plus  all  those  grown-up  war 
babies  wanting  houses  and  a  plenti- 
ful if  not  cheap  supply  of  money, 
combined  to  give  promise  of  a  hous- 
ing boom  that  would  last  at  least 
through  1972. 

But  as  expectation  became  reality 
and  earnings  began  to  mount,  the 
building  materials  stocks  stumbled. 
"I  guess  by  year-end  1971  we  had 
cut  our  portfolio  of  building  material 
stocks  from  around  $150  million  to 
about  $40  million,"  says  Glenn  Wei- 
rick,  senior  vice  president  at  Share- 
holders Management,  with  six  Los  An- 
geles-based funds.  "We  sold  because 
we  thought  prices  would  drop." 

Other  fund  managers  followed  suit, 
as  they  rushed  to  get  out  of  this 
group.  In  nine  months  to  July  1972, 
for  example,  net  sales  by  the  funds 
of  Certain-teed,  Skyline  and  Fleet- 
wood Enterprises  averaged  over  a 
quarter  million  shares  each;  the  funds' 
holdings  dropped  from  14.7%  to  11.8% 
of  the  outstanding.  Jim  Walter  Corp. 
plunged  below  25.  "That  was  ten 
times  its  expected  earnings,"  says  Tom 
Stiles,  building  materials  analyst  at 
Laird  Inc.  In  1970  Jim  Walter  sold  at 
31  times  earnings. 

Says  Stiles,  "Every  single  stock  in 
the  group  was  at  a  level  so  low  you 
wouldn't  believe  it:  National  and  U.S. 


And  one  company,  Certain-teed 
Products  Corp.,  did  challenge  and 
beat  the  Price  Commission.  Arguing 
that  its  manufacturing  operations 
were  subsidizing  its  wholesale  divi- 
sion to  the  tune  of  $14  million  on 
sales  of  $130  million,  Certain-teed 
got  its  base  profit  margin  ceiling 
raised  from  7.2%  to  11.6%;  in  the  first 
nine  months  of  1972  primary  earnings 
were  $17.3  million  vs.  $10.4  million 
a  year  earlier. 

Another  route  to  success:  diversifi- 
cation. Bath  Industries  has  branched 
out  from  shipbuilding  to  furniture 
making;  Norris  Industries  from  muni- 
tions to  plumbing  and  building  hard- 
ware, among  other  things.  Even  con- 
servative Sherwin-Williams  is  lower- 
ing its  dependence  on  paint  by  push- 
ing carpet  and  curtains  in  its  1,800 
branch  stores,  and  U.S.  Gypsum  is  in- 
to aluminum  doors  and  decorative 
plastic  paneling. 


Out  Too  Fast? 


Gypsum  selling  at  about  eight  times 
earnings;  Flintkote  at  8/2  times;  Cer- 
tain-teed at  $19,  or  ten  times  the 
$1.90  or  so  it  earned  in  1972."  U.S. 
Gypsum  at  24  was  only  a  whisker 
above  its  book  value  and  less  than 
half  its  1962  market  price,  when  hous- 
ing starts  were  still  below  1.5  million. 

"It  was  ironic  that  this  should  hap- 
pen," said  one  analyst,  "when  these 
firms  were  operating  better  than  at 
any  time  in  the  past  25  years." 

"I  blame  the  portfolio  managers  for 
the  decline,"  says  Jonathan  Goldfarb, 
Bumham  &  Co.'s  analyst.  "They 
didn't  study  fundamentals,  and  they 
wouldn't  listen  to  what  we  were  tell- 
ing them."  Says  Smith,  Barney's  Rob- 
ert Wulf,  "The  fund  managers  insisted 
on  looking  over  the  hill  at  the  next 
valley.  The  higher  we  went  in  hous- 
ing starts,  the  greater  they  thought 
the  fall  would  be." 

To  the  fund  managers,  but  not  the 
brokerage  analysts,  the  surge  in  hous- 
ing starts  looked  too  good  to  last. 
"The  magnitude  of  this  real  estate 
boom,"  says  Richard  Rogers  at  White, 
Weld,  "was  completely  misunder- 
stood." What  just  about  every  profes- 
sional fund  manager  missed  was  that 
while  housing  starts  did  begin  to  slow 
as  1972  ended,  there  isn't  going  to  be 
a  precipitous  decline,  as  in  1966, 
when  starts  dropped  to  1.2  million. 

Even  if  housing  starts  only  reach 
the  lower  end  of  the  range  that 
most  economists  now  forecast— 1.9 
million  to  2.1  million  starts— 1973  will 
still  be  the  third  best  year  in  history 
for  housing.  And  nonresidential  con- 
struction, relatively  slack  for  the  past 
two  years,  is  expected  to  be  signifi- 


But  diversification  is  not  without 
its  perils.  American-Standard  last  year 
began  unloading  $250  million  of  as- 
sets collected  when  it  moved  far  out- 
side of  basic  plumbing.  Boise  Cas- 
cade, which  also  had  an  expensive 
fling  at  house  building,  last  year  took 
a  $200-million  write-off. 

What's  ahead?  The  peak  in  hous- 
ing starts  certainly  is  past.  For  this 
ryear  most  forecasters  cling  close  to 
2  million  starts.  Is  that  bad?  Hard- 
ly. Listen  to  George  Weyerhaeuser: 
"We  believe  some  degree  of  stability 
will  return  to  the  market  in  1973, 
with  a  decline  in  the  residential 
sector  almost  offset  by  growth  in  com- 
mercial and  industrial  volume." 

Clearly  this  boom  isn't  going  to  be 
followed  by  a  painful  slump.  You 
could  say  the  building  companies  have 
found  the  crock  of  gold  at  the  end 
of  the  rainbow— though  it  wasn't  quite 
as  big  as  they  expected.  ■ 


cantly  stronger.  F.W.  Dodge  econo- 
mist George  Christie,  whose  figures 
are  used  by  the  Commerce  Depart- 
ment, sees  nonresidential  contract 
awards  this  year  advancing  8%  to 
$28.5  billion,  and  nonbuilding  con- 
struction (highways  and  sewers,  etc.) 
up  12%  to  $21.3  billion. 

Did  the  fund  managers  sell  out  too 
soon?  It  would  seem  so.  In  late  Oc- 
tober and  November  building  mate- 
rials stocks  staged  a  tremendous 
comeback.  "In  30  days,"  says  Laird's 
Stiles,  "every  stock  in  the  group 
moved  at  least  20%."  Some  rose  even 
more:  Johns-Manville,  up  28%;  Jim 
Walter,  30%;  and  Certain-teed,  22%. 
Who  was  buying?  "There  were  some 
institutions  among  the  bargain  hunt- 
ers," says  Stiles,  "but  we're  not  cer- 
tain yet  just  how  many." 

By  December,  however,  the  rally 
was  running  out  of  steam.  For  how 
long?  Probably  for  all  of  1973,  the 
analysts  now  say. 

Merrill  Lynch:  "We  just  cannot  see 
the  group  doing  as  well  as  the  whole 
market."  Bumham:  "Mostly  negative 
if  they're  connected  with  new  hous- 
ing, up  if  they  get  earnings  from 
nonresidential  construction."  Laird: 
"We're  no  longer  all  that  excited." 

What  it  all  adds  up  to  is  this:  The 
fund  managers  bailed  out  too  soon. 
And  when  they  saw  their  error  it  was 
too  late  to  buy  back  in. 

As  a  Merrill  Lynch  analyst  put  it. 
"The  sad  fact  is  that  this  market  pass 
for  anticipation,  not  lor  realization." 

Irrational?  Yes,  but  who  says  the 
stock  market  behaves  rationally,  when 
some  stocks  sell  at  60  times  earnings 
and  others  at  less  than  ten? 
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Hey,  Foote,  Cone  &  Belding! 

Some  of  the  most  important  executives  you  know  run  these  companies: 


Alberto-Culver  Co. 
American  Standard  Inc. 
Bristol-Myers  Co. 
Canada  Packers  Limited 
Castle  &  Cole  Inc. 

(Dole  Company) 
Chicago  Tribune 

(WGN-Continental  Broadcasting  Co.) 
Green  Giant  Co. 
Greyhound  Corp. 

(Armour-Dial  Inc.) 
Hughes  Aircraft  Company 
International  Harvester  Company 
Kimberly-Clark  Corporation 
Kraftco  Corp. 
Loews  Corporation 

(Lorillard) 


Merrill  Lynch,  Pierce,  Fenner&  Smith,  Inc. 

Monsanto  Co. 

The  Peoples  Gas  Co. 

PepsiCo,  Inc. 

(Frito-Lay,  Inc.) 
Sears,  Roebuck  &  Co. 
Smith,  Kline  &  French  Laboratories 

(Menley  &  James  Limited) 
Southern  Pacific  Transportation  Co. 
Sunbeam  Corporation 
Sunkist  Growers,  Inc. 
Walker,  Hiram,  Inc. 
Warner  Lambert 

(Schick  Safety  Razor  Co.) 
Western  Electric  Co.,  Inc. 
Zenith  Radio  Corp. 


And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan*: 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 


Magazine 

No. 

% 

FORBES 

198 

67.3 

Fortune 

164 

55.8 

BusinessWeek 

157 

53.4 

Time 

155 

52.7 

Newsweek 

96 

32.7 

U.S.  News  &  World  Report 

78 

26.5 

None  specified 

5 

1.7 

QUESTION  2:  If  you  have  checked 

more  than  two 

of  the  above 

magazines,  wr 

most  thoroughly? 

FORBES 

130 

44.2 

BusinessWeek 

101 

34.4 

Time 

100 

34.0 

Fortune 

83 

28.2 

Newsweek 

47 

16.0 

U.S.  News  &  World  Report 

40 

13.6 

Not  stated 

19 

6.5 

Now  it's  likely  that  all  the  officers  of  these  important  Foote,  Cone  &  Belding  clients  receive  all  six  of  these 
magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  execu- 
tives, don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a 
convincing  assortment? 


Forbes  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


*Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  April  and 
May  1972  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  Foote,  Cone  &  Belding 
clients  (or  their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies). 
Of  a  net  mailing  to  423  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers 
and  comptrollers)  294  or  69.5%  responded. 


Metals 


f~\ 


For  the  metals  industry,  1972  was 
to  be  recovery  time  after  a  gloomy 
1970-71.  After  all,  the  economic  up- 
turn was  fueling  domestic  sales  of 
metals,  the  Japanese  steel  attack  was 
blunted  and  the  dollar  devalued  to 
buoy  exports.  Could  rosy  price/ earn- 
ings ratios  be  far  behind? 

Such  a  game  plan  may  have  been 
good  in  theory,  but  it  has  yet  to  work. 
As  one  Wall  Street  analyst  puts  it, 
"Metals  is  treading  in  a  sea  of  prof- 
itless prosperity." 

The  aluminum  industry's  experi- 
ence illustrates  what  he  means.  Net 
shipments  were  up  an  estimated  13% 
last  year.  Rolling  mills  were  at  their 
highest  capacity  in  ten  years  to  keep 
up  with  sheet  demand  for  beer  and 
soft  drink  cans.  Yet  only  Alcoa,  the 
industry's  largest  producer,  exhibited 
a     meaningful     profit     boost.     Alcoa 


Out  of  the  gloom  pits 
< 

and  into  profitless  prosperity? 


launched  a  pricing  attack,  and  its 
shipments  gained  23%.  For  the  other 
aluminum  producers,  it  was  a  case  of 
lingering  overcapacity  in  search  of 
better  prices.  "The  problem  is  just 
too  many  smelters  all  around  the 
world,"  says  Paul  H.  Leman,  presi- 
dent of  Alcan  Aluminium  Ltd.  "The 
sense  of  frustration  is  quite  general." 
It  is  small  wonder,  then,  that  the 
nonferrous  metals  Yardsticks  leader  is 
little  St.  Joe  Minerals,  a  newcomer 
to  the  Forbes  Annual  Report.  With 
assets  of  only  $221  million,  it  com- 
mands almost  40%  of  the  primary 
U.S.  lead  market  and  20%  in  zinc. 
Other  companies  in  the  top  five,  En- 
gelhard Minerals  &  Chemicals,  for 
example,  all  have  some  specialty  or 
an  expanding  product  mix  that  lifts 
margins.  More  than  75%  of  Engel- 
hard's  annual  $1.5  billion  in  revenues 
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St  Joe  Minerals 

17.7 

1 

83 

15.3 

2 

66 

13.6 

11.9 

10.0 

3 

327 

1.2        6 

455 

Engelhard  Min  &  Chem 

17.7 

2 

86 

12.6 

6 

132 

15.2 

11.3 

2.6 

19 

707 

3.7        4 

375 

Essex  International 

16.1 

3 

123 

12.8 

5 

124 

16.2 

11.4 

11.4 

1 

246 

3.2        5 

398 

Texas  Gulf  Sulphur 

15.1 

4 

161 

10.0 

10 

260 

6.0 

4.4 

5.8 

12 

594 

—17.0       16 

673 

Cyprus  Mines 

14.8 

5 

173 

13.1 

3 

110 

13.7 

12.0 

6.6 

10 

549 

8.9        2 

18.7        1 

196 

Newmont  Mining 

14.2 

6 

216 

15.6 

1 

62 

10.5 

7.7 

7.7 

6 

486 

61 

Howmet 

14.1 

7 

218 

7.8 

14 

408 

12.2 

6.0 

8.2 

5 

459 

—5.0      10 

580 

Phelps  Dodge 

14.1 

8 

221 

13.0 

4 

117 

11.7 

9.7 

7.0 

8 

520 

4.3        3 

349 

International  Nickel 

13.4 

9 

262 

10.8 

8 

227 

8.4 

6.0 

2.8 

18 

704 

—7.7       13 

620 

Am  Metal  Climax 

12.9 

10 

288 

94 

11 

301 

9.5 

6.4 

8.6 

4 

426 

—2.3        7 

537 

Am  Smelting  &  Ref  12.4  11 

Commercial  Metals  11.9  12 

General  Cable  11.3  13 

Kennecott  Copper  10.5  14 


Alcan  Aluminium  8.8 

Aluminum  Co  America  8.1 

Kaiser  Alum  &  Chem  7.3 

Diversified  Inds  6.7 


Cerro 

Revere  Coppr  &  Brass 

Reynolds  Metals 

Anaconda 


6.5 
5.0 
4.1 
def 


15 
16 
17 
18 

19 
20 
21 
22 


313 
346 
380 
427 

527 
563 
595 
614 

627 
668 
691 
760 


11.3 

10.3 

9.4 

9.1 


7 

9 

12 

13 


191 
250 
305 
323 


6.2 
7.8 
8.2 
3.7 


5.3 
5.5 
4.7 
4.9 


17 
16 
19 
18 


615 
595 
651 
640 


4.6 
4.3 
2.4 
def 


5.1 

4.7 

—1.4 

10.4 

6.9 
3.9 
3.3 
7.5 


14 

15 

21 

2 


633 
645 
751 
299 


9 
16 
17 

7 


527 
673 
686 
493 


6.2 

15 

543 

3.1 

2.9 

5.1 

13 

630 

3.5 

20 

700 

def 

def 

1.3 

20 

729 

3.2 

21 

708 

def 

def 

6.5 

11 

552 

def 

22 

764 

def 

def 

—2.5 

22 

757 

—7.5 

12 

618 

—4.2 

9 

568 

-Z.7 

14 

627 

—14.8 

15 

664 

—4.0 

8 

566 

—6.8 

11 

610 

—24.9 

18 

698 

PD 

19 

715 

—22.4 

17 

691 

P-D 

19 

715 

P-D 

19 

715 

PD 

19 

715 

Industry  Medians  1 2.2 


9.4 


7.7 


6.0    6.2 


-7.2 


Note:  Explanation  of  Yardstick  calculations  on  page  105.        def.— Deficit  PD  Profit  to  deficit. 
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comes  from  trading  in  such  metals  as 
gold,  silver  and  platinum. 

In  the  steel  sector,  the  Yardsticks 
leader,  NVF  Co.,  is  a  bit  of  a  statisti- 
cal aberration.  It  looks  good  only  be- 
cause it  started  from  such  a  bad  po- 
sition before  the  turnaround  in  its 
Sharon  Steel  operation. 

For  the  typical  nonferrous  metals 
company,  with  only  a  single  commodi- 
ty like  aluminum  or  copper  or  nickel 
to  vend,  rising  costs  are  getting  in 
the  way  of  any  such  take-off.  Vol- 
ume without  significant  price  increases 
is  not  offsetting  the  bigger  bills  for 
labor,  plant  and  mine  expansion  and 
environmental  control.  Even  comput- 
ing the  total  bill  for  such  things  re- 
mains a  hard  task.  For  instance, 
George  B.  Munroe,  president  of  big 
domestic  copper  producer  Phelps 
Dodge  Corp.,  says  that  it  will  cost 
him  at  least  $128  million  to  put  in 
emission-control  devices  at  the  com- 
pany's three  Arizona  smelters.  He 
won't  know  the  final  cost  until  a  dis- 
pute over  sulphur  emission  standards 
between  the  state  and  the  Federal  En- 
vironmental Protection  Agency  is  over. 

Such  disputes  in  the  political  arena 
have  been  part  of  the  metals  busi- 
ness since  the  days  of  the  pharaohs. 
But  the  present  situation  seems  ex- 
treme, even  for  natural  resource  com- 
panies. If  it's  not  pollution  control 
or  mine  safety,  metals  firms  are  up  to 
their  necks  in  squabbles  over  expro- 
priation, foreign  imports  or  mone- 
tary controls.  And,  as  one  Wall  Street 
analyst  noted,  "More  and  more  deci- 


Verity's  Veritas.  The  pickup  in 
steel  is  no  flash  in  the  pan.  So 
says  C.  William  Verity  Jr., 
Armco's  chairman.  "In  1972 
the  earnings  gains  will  be 
25%  to  30%,  and  for  1973 
there  will  be  gains  again,  but 
smaller  ones."  He  cites  three 
favorable  long-range  factors: 
the  vast  modernization  pro- 
grams of  the  Sixties  and  early 
Seventies,  slow  but  steady 
growth  in  steel  usage  and  a 
lower  rate  of  inflation  in  the 
U.S.    than    in    most    countries. 


sions  are  made  on  political  rather 
than  purely  economic  grounds." 

The  benefit  or  injury  to  sharehold- 
ers is  hard  to  judge  in  most  cases. 
Perhaps  Alcoa  is  properly  protecting 
its  U.S.  market  share  by  accusing  Al- 
can  of  dumping  ingot  here.  Perhaps 
Kennecott  Copper  Corp.,  if  it  contin- 
ues its  attempt  to  block  Chilean  cop- 
per as  it  arrives  at  various  foreign 
ports,  will  drive  up  the  world  price 
of  copper.  The  lines  of  decision  arc 
very  fine.  Should  American  Smelting 
&  Refining  push  on  with  a  several- 
hundred-million-dollar  expansion  of 
the  Southern  Peru  copper  project  be- 
cause Peru  says  so,  or  is  it  better  to 
speed  up  expansion  of  the  52.7%- 
owned  MIM  Holdings  in  Australia, 
where  local  control  of  copper  supplies 
may  become  a  political  football? 

Of  course,  there's  little  wrong  with 
the  business  that  better  prices 
wouldn't  help.  Kennecott,  for  exam- 
ple, could  count  on  20  cents  more  a 
share  for  every  1-cent  boost  in  the 
London  Metal  Exchange  price  of  cop- 
per. The  steel  firms,  by  and  large, 
have  filed  for  1973  increases  under 
the  price  control  guidelines  and  are 
likely  to  receive  an  uptick  close  to  4%. 

In  an  environment  of  overcapacity 
and  low  prices,  they  have  often  turned 
to  price-war  tactics.  "It  becomes  like 
a  game  of  musical  chairs,"  says  J.W. 
Eason,  executive  vice  president  of  Re- 
vere Copper  &  Brass,  which  lost  21 
cents  a  share  in  the  first  nine  months 
of  1972.  "Someone  moves  in  and  takes 
an  account  at  a  lower  price.  So  you've 
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Hanna  Mining 
Inland  Steel 
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Bethlehem  Steel 


28.4f 

12.5 

7.7 

7.4 

7.1 


14 
310 
580 
589 
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3.8f 
10.9 
6.4 
6.4 
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12 
1 
2 
3 
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214 
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35.1 

10.2 
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6.1 

6.5 
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9.5 
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4.7 
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7.0« 
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5.7 
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5 

18 

7 

3 

15 
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763 
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477 
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DP 

3.3 

—2.7 

—6.5 

—2.2 


394 
546 
605 
535 


Armco  Steel  ■ 

7.0 

6 

605 

5.7 

5 

585 

6.1 

5.0 

7.7 

4 

484 

—6.4 

6 

603 

Interlake 

6.5 

7 

628 

5.4 

6 

604 

5.8 

4.9 

6.2 

6 

571 

—1.5 

2 

522 

United  States  Steel 

5.3 

8 

662 

4.4 

10 

666 

4.2 

3.5 

2.9 

11 

698 

—8.0 

8 

623 

Kaiser  Steel 

5.1 

9 

664 

3.7 

13 
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def 

def 

1.3 

13 

726 

P-D 

15 

715 

Allegheny  Ludlum  Ind 

4.9 

10 

672 

5.4 

7 

606 

3.2 

4.2 

5.1 

9 

633 

—24.7 

12 

696 

Cyclops 
Republic  Steel 
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Colt  Industries 

4.8 
4.4 
3.7 
3.4* 

11 
12 
13 
14 
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681 
705 
711 

4.6 
3.9 
3.4 
4.8 

9 
11 
14 

8 

656 
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646 

0.7 
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4.4 
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1.8 
2.4 
2.4 
4.1 
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8.6 
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1 

14 

2 

16 
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424 
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—34.6 

—21.1 

—4.6 
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14 

11 

5 

10 

705 
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572 
660 
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1.9 
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15 
16 
17 
18 
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724 
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0.5 

15 
17 
16 
18 
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747 

1.5 
3.2 
def 
1.5 

2.3 
3.1 
2.7 
1.9 

3.5 

2.1 

—1.9 

5.5 

10 

12 

17 

8 

682 
716 
752 
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DP 
—12.9 

P-D 
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9 
15 
13 
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715 

702 
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5.0 

4.5 

4.3 

3.8 

4.3 

—10.5 

Note:  Explanation  of  Yardstick  calculations  on  page  105.         fThree 
def— Deficit.         DP  Deficit  to  profit.         P-D  Profit  to  deficit. 
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If  you  seek  the  answers  to  these 
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$100  service  fee,  Josephlhal  &  Co. 
can  make  available  to  you  -COAP- 
an  advanced  data  processing  serv- 
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financial  plan.  It's  not  our  own 
computer,  but  our  experience  with 
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Send  for  a  brochure.  Or  call 
August  Mezzetta,  C.F.A.  at  (212) 
964-5000. 

August  Mezzetta,  Josephthal  &  Co. 
120  Broadway,  New  York,  N.Y.  10005. 

Josephthal  &  Co.    1910 

MEMBERS  OF  NEW  YORK 
jfr,     STOCK  EXCHANGE,  INC.     ^jj 


got    lo   go   out   and   get   another   ac- 
count at  the  same  low  price." 

When  will  the  game  of  musical 
chairs  stop?  "If  the  price  of  aluminum 
could  go  up  3  cents  to  4  cents  a 
pound  in  the  next  six  months,"  says 
Alcan's  Leman,  "we'd  be  the  happiest 
lark  in  the  whole  show."  He's  not 
prepared  to  predict  such  an  increase, 
however.  In  fact,  he  thinks  aluminum 
could  possibly  drop  again  before  it 
firms  near  the  old  25-cents-per-pound 
price.  "About  this  time  next  Christ- 
mas metals  may  get  a  shot  in  the  arm 


from  pricing,"  predicts  one  analyst. 
For  the  steel  industry,  it  was  even 
simpler.  Over  the  past  decade  the 
industry  has  spent  $17.5  billion  to 
modernize  with  some  of  the  cleanest, 
most  up-to-date  equipment  available. 
But  only  higher  volume  at  higher 
prices  is  going  to  make  that  big  in- 
vestment pay  off.  That  might  only  hap- 
pen with  tough  import  controls  and, 
<  in  effect,  a  partnership  with  the  U.S. 
Government,  not  unlike  die  partner- 
ship the  Japanese  producers  have 
with  theirs.   ■ 


...  But  Be  Ready  To  Run 


Metal  stocks  have  been  kicked 
around  and  out  of  portfolios  for  sev- 
eral years  now.  Institutions  shun 
them,  traders  turn  their  backs  on  them 
and  even  that  archetype,  Aunt  Bess 
in  Des  Moines,  has  unloaded  her 
steels,  coppers  and  aluminums. 

Will  these  old  dogs  ever  dance 
again?  There's  a  lot  of  talk  on  Wall 
Street  that  they  could,  or  at  least  they 
should.  Says  Deson  Sze,  nonferrous 
metals  analyst  for  Harris  Upham  & 
Co.:  "Bargain-hunters  are  looking  for 
companies  selling  at  eight  times  earn- 
ings that  have  a  good  name  and  used 
to  sell  at  15.  They  foresee  15  again. 
You're  getting  these  flurries  in  what 
are  cheap  but  high-class  stocks." 

The  interest  is  fueling  a  debate 
over  whether  metals  stocks  now  are 
good  for  a  long  haul  or  just  a  quick 
six-month  ride.  Most  of  the  specula- 
tion swirls  around  the  steels. 

One  of  the  bulls  on  steel  is  Terrence 
C.  Shea,  metals  analyst  for  Clark, 
Dodge  &  Co.  Shea  foresees  a  sharp 
rise  in  steel  shipments  in  1973  to  98 
million  tons  from  this  year's  92  mil- 
lion. And  he  expects  that  six  major 
steel  companies,  U.S.,  Bethlehem, 
Armco,  Republic,  National  and  In- 
land, will  share  almost  equally  in  the 
uptrend.  "It  will  be  an  earnings  climb 
based  on  volume,  especially  in  plate 
and  structural  steel,  and  on  produc- 
tivity," says  Shea.  "But  volume  es- 
pecially will  do  steel  a  world  of  good." 

John  Peter  Ingersoll  Jr.,  metals  an- 
alyst at  A.G.  Becker  &  Co.,  has  been 
high  on  selected  steels.  He  especially 
likes  Armco  with  its  flat-rolled  and 
stainless  steels  mix,  and  Republic  be- 
cause of  its  new  facilities,  cost-cutting 
management  and  operating  leverage. 
Ingersoll  also  thinks  U.S.  Steel  and 
Bethlehem  have  some  "recovery  po- 
tential." (One  analyst  looks  for  U.S. 
Steel  to  earn  as  much  as  $9  a  share 
within  ten  years.) 

Burnham's  Dave  Healy  has  been 
consistently  negative  and  consistently 
right  on  steel.  Now  he  does  see  an 
earnings   pickup,    but   questions   how 


long  it  will  last  or  if  the  multiples 
will  go  higher. 

Beyond  steel,  Alcoa  is  a  big  swing- 
er, but  its  return  on  equity  has  av- 
eraged only  8%  for  the  past  five 
years.  "I  like  Alcoa  if  1  had  to  buy  an 
aluminum  stock,"  says  Harris  Upham's 
Sze  half-heartedly.  "The  potential  is 
there  for  great  improvement  over  a 
period  of  time."  Shea,  however,  is 
sour  on  Alcoa  as  a  buy  for  1973.  A 
drawback,  he  feels,  is  Alcoa's  depen- 
dence last  year  on  the  sales  of  real 
estate  projects  to  buoy  earnings.  They 
made  up  $1  of  Alcoa's  estimated 
$4.75  a  share.  This  year,  Shea  pre- 
dicts, Alcoa  won't  be  selling  much 
real  estate,  and  orders  for  aluminum 
are  likely  to  slip  to  about  a  6%  in- 
crease vs.  a  13%  gain  in  1972.  So  Al- 
coa could  face  an  earnings  decline. 

The  rest  of  the  aluminum  spectrum 
is  pretty  gray,  although  some  are  in- 
clined to  take  a  long-term  flyer  on  Kai- 
ser Aluminum.  "It's  strong  financially 
and  it  could  bounce  back  if  aluminum 
prices  gain,"  says  Ingersoll. 

Until  metal  commodities  prices  im- 
prove, most  of  the  nonsteel  stocks 
probably  won't  dance  much.  Inger- 
soll believes,  however,  that  copper 
will  turn  up  before  aluminum  does. 
And  Sze  likes  the  looks  of  Interna- 
tional Nickel,  once  a  staple  of  mutual 
fund  portfolios.  Inco  has  gone  through 
a  management  reorganization  and  has 
a  new,  highly  automated  pelletizing 
refinery  coming  on  line  in  Canada. 
But  it  faces  growing  competition 
worldwide.  As  Sze  notes,  "Inco  used 
to  be  such  a  dominating  factor  in 
the  industry,  it  could  force  its  rules  on 
others.  But  that's  no  longer  true." 

Wherever  you  turn,  it  is  hard  to 
find  other  than  relatively  short-term 
optimism  for  the  metals  stocks.  John 
D.  Connolly,  metals  analysts  at  Faulk- 
ner, Dawkins  &  Sullivan,  probably 
speaks  for  the  majority  when  he  says: 
"A  metals  upturn  always  lags  behind 
that  of  consumer  durables.  And  you've 
got  to  be  careful  not  to  be  com- 
mitted for  longer  than  that  upcycle." 
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Industrial  Equipment 


What  the  economy  taketh  away, 

the  economy  can  give  back: 

This  feast-or-famine 

industry  is  beginning  to 

feast  again. 


The  industry  that  busted  worst  dur- 
ing the  late  recession  boomed  best 
as  the  recession  ended.  After  being 
virtually  flat  for  four  years,  capital 
spending  began  to  take  off:  Up  $8 
billion  or  10%  last  year  to  $89  billion, 
it  is  heading  for  a  $100-billion  rate  by 
the  end  of  this  year. 

Because  there  is  a  good-sized  lag 
between  new  orders  and  actual  de- 
liveries, profit  gains  weren't  quite  as 
buoyant  as  stockholders  might  have 
liked.  They  were,  however,  not  at  all 
bad.    Nine-month    earnings   for   Wal- 
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17.7 

1 

83 

17.7 

1 

37 

14.9 

14.9 

4.3 

28 

662 

7.1 

4 

252 

PACCAR 

17.3 

2 

96 

15.8 

2 

59 

18.7 

16.5 

10.9 

10 

276 

11.5 

1 

140 

Signode 

16.3 

3 

116 

13.0 

4 

114 

14.5 

11.2 

11.7 

8 

231 

8.4 

2 

213 

Ingersoll-Rand 

15.9 

4 

132 

13.6 

3 

95 

14.0 

12.0 

9.6 

13 

355 

0.6 

17 
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Wallace-Murray 

15.4 

5 

147 

7.9 

22 

399 

12.8 

7.0 

5.0 

27 

635 

—8.8 

30 

629 

Hobart  Manufacturing 

15.3 

6 

153 

11.5 

7 

175 

14.6 

11.2 

10.0 

12 

326 

3.5 

11 

387 

Parker  Hannifin 

15.2 

7 

157 

10.7 

9 

231 

13.6 

9.6 

12.8 

5 

189 

—1.1 

21 

513 

Johnson  Service 

15.1 

8 

161 

12.6 

5 

130 

14.5 

12.1 

11.7 

7 

228 

8.1 

3 

220 

Trans  Union  Corp 

13.9 

9 

232 

5.8 

30 

574 

15.0 

5.9 

16.5 

2 

104 

6.3 

6 

283 

Houdaille  Industries 

13.9 

9 

232 

10.0 

13 

260 

13.9 

10.2 

5.2 

26 

623 

—2.4 

24 

539 

Eagle-Picher  Inds 

13.7 

11 

238 

10.1 

12 

257 

13.2 

9.5 

6.5 

24 

554 

5.1 

8 

323 

Harsco 

134 

12 

257 

11.9 

6 

163 

11.8 

9.6 

8.8 

17 

415 

0.6 

18 

473 

General  Signal 

13.2 

13 

268 

11.2 

8 

198 

13.8 

13.3 

11.1 

9 

267 

4.1 

10 

360 

Trane 

12.4 

14 

316 

.10.1 

11 

256 

10.6 

9.0 

6.6 

23 

547 

5.5 

7 

306 

Harris-lntertype 

12.0 

15 

336 

9.6 

14 

287 

7.7 

6.3 

8.3 

19 

451 

—3.8 

25 

561 

Combustion  Engineer 

12.0 

16 

338 

9.3 

15 

308 

8.0 

6.2 

12.2 

6 

214 

—4.0 

26 

564 

Gen  American  Trans 

11.8 

17 

350 

6.2 

28 

545 

11.5 

5.9 

—0.7 

36 

746 

4.8 

9 

331 

Rockwell  Mfg 

11.6 

18 

358 

9.3 

16 

309 

13.2 

10.3 

7.2 

20 

511 

2.8 

12 

412 

Dresser  Industries 

11.6 

19 

359 

9.1 

18 

323 

10.2 

7.4 

10.8 

11 

280 

—1.6 

23 

526 

Emhart 

11.5 

20 

363 

10.3 

10 

251 

10.1 

9.1 

4=0 

29 

667 

1.3 

13 

449 

Joy  Manufacturing 

11.0 

21 

393 

9.1 

17 

321 

8.9 

7.4 

8.7 

18 

419 

0.8 

16 

466 

Carrier 

10.8 

22 

409 

8.5 

21 

361 

11.5 

8.5 

9.4 

15 

368 

6.5 

5 

274 

ACF  Industries 

10.2 

23 

454 

6.5 

25 

506 

9.4 

5.7 

3.4 

30 

684 

—4.6 

27 

574 

Cooper  Industries 

10.1 

24 

455 

8.9 

19 

337 

6.5 

5.6 

5.7 

25 

597 

—18.7 

35 

680 

Rex  Chainbelt 

9.9 

25 

468 

8.7 

20 

348 

10.5 

6.8 

16.3 

3 

109 

1.2 

14 

456 

UV  Industries 

9.2 

26 

507 

5.7 

32 

583 

10.8 

4.8 

20.5 

1 

59 

-1.5 

22 

521 

Ex-Cell-0     : 

8.6 

27 

543 

7.3 

24 

444 

3.8 

3.1 

—1.4 

38 

750 

—20.8 

36 

686 

Amsted 

7.8 

28 

574 

7.6 

23 

420 

9.2 

8.8 

6.8 

21 

530 

—0.2 

20 

493 

Koehring 

6.8 

29 

610 

6.3 

26 

527 

4.4 

4.6 

6.8 

22 

534 

—20.9 

37 

687 

Norton 

6.7 

30 

616 

6.2 

27 

540 

7.0 

6.3 

2.8 

32 

702 

0.3 

19 

481 

Sundstrand 

6.7 

31 

619 

6.0 

29 

558 

4.5 

4.1 

3.3 

31 

688 

—16.9 

33 

672 

Cincinnati  Milacron 

6.5 

32 

624 

5.8 

30 

574 

0.4 

0.9 

—0.4 

35 

743 

—49.8 

39 

713 

Pullman 

6.4 

33 

629 

5.4 

34 

612 

6.7 

5.6 

0.1 

34 

739 

—6.5 

29 

606 

Crane 

6.4 

34 

632 

4.9 

35 

639 

6.6 

4.1 

15.2 

4 

127 

0.9 

15 

459 

Babcock  &  Wilcox 

6.0 

35 

644 

5.6 

33 

589 

7.8 

6.7 

9.5 

14 

362 

—5.6 

28 

588 

Midland-Ross  * 

4.7 

36 

674 

4.2 

38 

671 

4.8 

4.0 

—4.6 

40 

764 

—17.8 

34 

677 

USM 

4.2 

37 

688 

4.4 

37 

662 

3.2 

3.1 

9.3 

16 

373 

-15.5 

32 

669 

Colt  Industries 

3.4* 

38 

711 

4.8 

36 

646 

4.5 

4.1 

0.8 

33 

734 

—13.2 

31 

660 

H  K  Porter 

1.3 

39 

730 

2.1 

39 

729 

0.2 

1.6 

—4.1 

39 

762 

-48.6 

38 

712 

Amer  Chain  &  Cable 

0.8 

40 

734 

0.7 

40 

744 

def 

def 

—1.3 

37 

747 

P-D 

40 

715 

Industry  Medians    1 1 .3 


8.6 


10.2 


6.8         7.0 


—0.7 


Note:  Explanation  of  Yardstick  calculations  on  page  105.        ^Four-year  average.        def.— Deficit.        P-D  Profit  to  deficit. 
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lace-Murray,  a  leading  manufacturer 
ol  building  products,  was  up  51%; 
for  Babcock  &  Wilcox,  one  of  the  U.S.' 
largest  makers  of  steam  generating 
equipment,  15%;  for  Pullman,  which 
has  dipped  its  foot  into  pollution  con- 
trols, 62%;  and  Rockwell  Manufactur- 
ing, about  to  be  merged  into  North 
American  Rockwell,  39%.  Even  the 
GM  of  the  industry,  Ingersoll-Rand, 
eked  out  an  earnings  boost,  despite 
the  costly  plant  disruptions  of  Hurri- 
cane Agnes. 

There  were,  naturally,  some  com- 
panies down  for  a  variety  of  special 
reasons.  Joy  Manufacturing,  50%  of 
whose  business  is  mining  equipment, 
suflered  from  the  environmentalists' 
attack  on  coal.  Ex-Cell-O,  whose  prof- 
its skidded  64%  in  1970  and  1971, 
was  hurt  again  by  volume  drops  in 
aerospace  and  electronics,  24%  of  its 
sales.  Trane  was  bruised  by  the  slow- 
down in  nonresidential  construction 
activity.  And  Cincinnati  Milacron's 
higher  domestic  machine  tool  volume 
was  offset  by  lower  volume  abroad 
(which  accounts  for  a  full  44%  of 
"The  Mill's"  sales). 

The  momentum  of  1972  should  con- 
tinue this  year.  Plant  capacity  utiliza- 
tion is  now  over  80%,  up  from  1971's 
74%,  and  still  growing.  As  capacity 
utilization  rates  go  up,  the  need  for 
new  equipment  grows. 

There  are  likely,  in  the  near  fu- 
ture, to  be  two  boom  areas  that  will 
outpace,  and  probably  outlive,  the 
general  recovery.  Both  are  related  to 


Cyclical  America.  "We'd  like 
to  get  to  50%  overseas,"  says 
l-R  Chairman  Wearly.  "You 
can't  depend  on  American  in- 
dustry, the  way  we  business- 
men and  Congress  and  unions 
turn  things  on  and  off.  The 
U.S.  business  machine  is  more 
cyclical  than   anywhere  else." 


the  energy  crisis:  equipment  for  off- 
shore drilling,  which  should  benefit 
Halliburton  and  Schlumberger,  and 
power  generation,  especially  when 
questions  over  nuclear  safety  and 
ecology  are  resolved. 

There  are,  however,  a  few  clouds. 
One  is  the  controls  on  profit  margins. 
If  they  are  rigidly  enforced,  the  in- 
dustrial equipment  makers  and  con- 
*  struction  companies,  like  their  cyclical 
brethren  in  paper  and  forest  products, 
may  be  unable  to  reach  natural  cy- 
clical peaks.  Another  is  foreign  com- 
petition, especially  for  machine  tool 
makers.  In  every  rising  market,  for- 
eign machine  tool  manufacturers  have 
increased  their  share  of  the  American 
market,  and  so  far  this  upswing  has 
been  no  exception. 

For  relief  from  foreign  competition 
and  from  this  industry's  boom-and- 
bust  nature,  diversification  into  con- 
sumer-type items  might  seem  a  way 
out.  But  what  do  machinery  makers 
know  of  toothpaste  or  toilet  paper  or 
housewives'  preferences  in  carpets  or 
the  flamboyancy  of  advertising? 

Ingersoll-Rand  is  in  many  ways  the 
real  blue  chip  of  industrial  equipment, 
and  its  chairman,  William  Wearly, 
said  what  is  probably  the  last  word 
on  diversification:  "My  predecessors 
diversified  by  customers  and  by 
geography,  and,  dammit,  that's  the 
best  kind  of  diversification  there  is." 
Ingersoll-Rand's  record  (see  Yard- 
sticks) confirms  the  basic  wisdom  of 
those  words.   ■ 


PROFITABILITY 

•5- Year-Return  on 


Company 


Percent 


EQUITY  TOTAL  CAPITAL 

c Rank «\  f Rank > 

In  This      Among  All  In  This      Among  All 

Industry     Companies    Percent  Industry     Companies 


Latest  12-Month 

Return  on 

TOTAL 
EQUITY         CAPITAL 
Percent  Percent 


5- Year  Annual 
.  Sales  Growth 

f Rank > 

In  This        Among  All 
Percent    Industry      Companies 


5-Year  Annual 
Earnings  Per  Share  Growth 

f Rank 


In  This 
Percent   Industry 


Among  All 
Companies 


U  S  Home 

40.6 

1 

3 

18.4 

2 

33 

29.4 

13.8 

76.7 

1 

1 

44.6 

3 

7 

Kaufman  &  Broad 

28.0 

2 

15 

14.0 

7 

89 

19.2 

11.3 

38.5 

2 

14 

45.0 

2 

6 

Turner  Construction 

20.7 

3 

50 

17.6 

3 

38 

24.0 

20.1 

22.6 

4 

50 

17.1 

7 

74 

Ralph  M  Parsons 

19.5$ 

4 

60 

19.5* 

1 

28 

12.9 

13.2 

\12\X 

10 

214 

-8-2« 

16 

626 

Williams  Companies 

18.6 

5 

72 

7.9 

12 

393 

16.8 

8.0 

19.9 

5 

66 

15.1 

8 

90 

Halliburton 

17.3 

6 

95 

14.5 

5 

79 

16.7 

13.9 

11.6 

11 

235 

9.0 

11 

192 

Zapata 

16.2 

7 

118 

8.0 

11 

389 

13.2 

5.5 

36.3 

3 

20 

21.7 

6 

40 

Daniel  International 

15.9* 

8 

128 

14.2J 

6 

86 

18.1 

17.6 

16.9tf 

6 

97 

56.9tf 

1 

4 

Chicago  Bridge  &  Iron 

15.5 

9 

143 

14.6 

4 

75 

23.8 

22.6 

9.1 

14 

397 

21.8 

5 

37 

Schlumberger 

14.6 

10 

182 

13.4 

8 

97 

15.5 

12.6 

15.7 

7 

116 

13.6 

9 

103 

Fluor 

13.8 

11 

236 

10.9 

9 

211 

7.0 

6.0 

6.5 

18 

553 

—10.4 

17 

638 

Ceco 

11.8 

12 

349 

8.5 

10 

359 

12.2 

9.0 

7.4 

15 

499 

3.4 

13 

389 

Del  E  Webb 

11.8 

13 

353 

5.7 

17 

581 

11.7 

5.0 

14.5 

8 

139 

40.0 

4 

10 

J  Ray  McDermott 

9.5 

14 

496 

7.9 

12 

393 

6.9 

5.4 

10.5 

12 

291 

—11.5 

19 

648 

Carborundum 

9.3 

15 

505 

7.5 

15 

437 

8.8 

7.2 

6.6 

17 

546 

2.1 

14 

43/ 

Foster  Wheeler 

8.9 

16 

521 

7.6 

14 

425 

9.7 

8.1 

6.9 

16 

529 

5.4 

12 

311 

Dravo 

8.0 

17 

568 

6.8 

16 

477 

7.1 

5.9 

14.5 

9 

140 

—2.5 

15 

543 

Morrison-Knudsen 

4.3 

18 

682 

4.1 

18 

679 

9.9 

7.9 

—3.8 

19 

761 

9.7 

10 

169 

Dillingham 

4.3 

19 

683 

3.9 

19 

681 

4.5 

3.8 

9.6 

13 

357 

—10.9 

18 

643 

Kaiser  Industries 

3.9 

20 

699 

3.7 

20 

690 

0.1 

0.7 

-16.6 

20 

773 

—61.8 

20 

714 

Industry  Medians 

14.2 

8.3 

12.6 

8.1 

11.9 

9.4 

Note:  Explanation  of  Yardstick  calculations  on  page  105.         tFour-year  average.  JtFour  year  growth 
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Any  Hope  for  Wallflowers? 

"In  this  industry,  you  can't  just  be 
an  earnings  analyst,"  says  Alfred  Nel- 
son, industrial  equipment  analyst 
with  Cyrus  J.  Lawrence.  What  else 
do  you  have  to  be?  Why,  a  business 
cycle  analyst,  of  course,  for  this  is 
one  of  the  most  cyclical  of  industries. 

"The  problem  with  cyclicals,"  Nel- 
son continues,  "is  not  whether  you're 
paying  too  much  for  them,  but  wheth- 
er you're  getting  the  best  balance  of 
risks  and  rewards."  That  depends  in 
large  part  on  what  kind  of  cycle  we 
are  in— and  where  we  are  in  it. 

The  potential  rewards  for  the  capi- 
tal goods  companies  look  very  good  in- 
deed for  the  next  couple  of  years  at 
least;  some  analysts  are  predicting  an 
all-around  shipment  gain  of  25%  to 
30%  this  year  for  many  of  the  compa- 
nies in  the  industry.  A  well-diversified, 
quality  company  like  Ingersoll-Rand, 
which  stands  to  gain  a  great  deal  from 
the  upturn  in  spending,  is  expected 
by  some  analysts  to  have  earnings  of 
$5.15  for  1973. 

On  the  other  hand,  taking  a  risk  on 
a  more  volatile  company  in  this  in- 
dustry could  turn  up  golden— with 
capital  expansion  and  corporate  profit 
expectations  so  optimistic— or  it  could 
end  up  bringing  nothing  but  ashes. 

"There  is  a  definite  performance 
gap,"  says  John  Mackin,  capital  goods 
equipment  analyst  at  Burnham  &  Co. 
"A  very  large  group  of  more  vola- 
tile, more  leveraged,  secondary  com- 
panies in  this  industry,  which  sup- 
posedly respond  to  the  same  things 
that  the  larger,  quality  companies  re- 
spond to,  are  not  responding  to  the 
upturn  at  all  yet." 

The  reason  for  this  "performance 
gap,"  most  analysts  agree,  comes  pri- 
marily from  the  market  makers,  which 
in  this  case  tend  to  be  institutions  like 
pension  funds  and  insurance  compa- 
nies. "Through  early  1972,"  Nelson 
explained,  "institutions  concentrated 
on  growth  stocks.  But  then  there  was 
a  tremendous  move  to  get  into  cycli- 
cals because  of  low  prices,  but  also 
because .  of  governmental  profit  con- 
trols that  affected  growth  companies 
much  more  than  the  cyclicals." 

Needless  to  say,  the  institutions  that 
ventured  into  industrial  equipment 
cyclical  stocks  were  looking  for  quality 
and  lots  of  it,  to  counterbalance  the 
cyclical  risk,  which  is  what  left  the 
secondary,  companies  out  in  the  cold. 

Now,  the  only  problem  for  inves- 
tors, as  John  Mackin  sees  it,  is 
"whether  this  performance  gap  will 
narrow  or  whether  these  lower  quality 
stocks  will  simply  miss  out  on  the 
cycle  altogether." 


WHAT  WILL  IT  COST  YOU  TO 
BUILD  AN  INDUSTRIAL  BUILDING 
IN  THE  SOUTHEAST?  FIND  OUT. 

Send  for  our  new  brochure  on  current  construction  costs  in  the  six 
states  we  serve:  Virginia,  North  Carolina,  South  Carolina,  Georgia,  Alabama 
and  Florida. 

Included  are  illustrations  and  construction  data  on  20  different 
recently  completed  buildings  in  the  region,  ranging  in  cost  from  $2.25  to 
$11.80  per  square  foot.  So  write  us  and  get  a  line  on  what  it  might  cost  you  to 
build  in  the  Southeast. 

Whatever  your  expansion  plans  in  the  Southeast  call  for,  we  believe 
you'll  find  no  other  single  source  as  knowledgeable  as  we  are  about  the  area's 
facts,  figures  and  sites. 

For  your  copy  of  Construction  and  Cost  Data  in  the  0101 
Southeast,  or  for  site  data  information  write:  J.  R.  LeGrand,  mffM 
Assistant  Vice  President,  Industrial  Development,  Dept.  C,  smoa° 
Seaboard  Coast  Line  Railroad,  Jacksonville,  Florida  32202. 


COAST  UNC 

n  Aii.no  ad 


BROAD  STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 


172 


nd 


consecutive 

quarterly 

dividend 


12  Cents  a  Share 

Payable  December  22,  1972 
Record  Date  December  11,  1972 

65  BROADWAY,  NEW  YORK,  NY.  10006 


NATIONAL 

INVESTORS 

CORPORATION 

A  UNION  SERVICE  FUND 


99 


th 


consecutive 
dividend 


6  Cents  a  Share 

Payable  December  22,  1972 
Record  Date  December  11,  1972 

65  BROADWAY,  NEW  YORK,  N.Y.  10006 
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The  Funds 


A  Lot  of  Bank  for  the  Buck 


"Running  a  dual  fund  is  like  hav- 
ing a  license  to  be  locked  in  a 
candy  store,"  says  John  Neff  (see 
Money  Men,  p.  30).  The  dual 
funds  are,  along  with  warrants 
and  options,  among  the  most  lever- 
aged investment  vehicles  currently 
available  to  the  general  public. 
Neff,  whose  main  job  is  running 
the  $562-million  Windsor  Fund, 
also  runs  a  dual  fund,  Gemini 
(  assets:  $56  million). 

\  ,  Neff  is  aware,  a  man  can  get 
indigestion  from  being  locked  in  a 
candy  store.  "You  shouldn't  overdo 
the  goodies,"  he  says.  The  thing  is, 
dual  funds  can  make  it  big  on  the 
upside,  but  they  can  also  get  mur- 
dered on  the  downside. 

The  dual  funds  are  patterned 
after  Britain's  split  capital  trusts. 
They,  in  effect,  put  capital  gains 
(or  losses)  in  one  pot  and  divi- 
dends in  another.  One  pot  is  cred- 
ited to  holders  of  the  capital  shares. 
The  income  shareholders  get  their 
dividends  regularly,  but  the  capital 
shareholders  get  not  a  penny  until 
the  funds  self-destruct  after  a  cer- 
tain number  of  years  (usually  14 
to  18).  Then  the  income  sharehold- 
ers get  back  exactly  what  they  have 
put  in;  the  capital  shareholders  get 
everything  else. 

There  are  seven  of  these  funds  in 
the  U.S.  now.  Their  income  stock- 
holders have  fared  quite  well  since 
most  of  them  were  launched  in 
1967,  with  yields  of  6.3%  and  more. 
The  capital  shareholders?  Alas, 
most  of  them  have  had  leverage 
working  against  them  instead  of 
for  them.  The  timing  of  the  funds' 


launching  in  1967  was  one  factor: 
It  was  at  the  height  of  the  go-go 
era  and  just  before  the  Big  Bust 
of  1970.  So  the  dual  fund  capital 
shares  started  out  selling  at  big 
discounts  from  asset  value. 

"When  you  work  with  leverage 
you  have  to  be  able  to  use  it  and 
not  let  it  use  you,"  says  Axel 
Schupf,  president  of  American 
DualVest    Fund.    "The    more    you 


The  Gemini  Twins  of  mythology 
were  Castor  and  Pollux,  one  mortal, 
the  other  immortal.  When  Castor 
was  killed,  Pollux  shared  his  im- 
mortality by  taking  Castor's  place 
in  Hades  on  alternate  days.  Thus 
the  twins  became  two  sides  of 
one  person,  just  as  dual  funds  are 
basically  one  fund  with  two  sides. 


go  down  here,  the  faster  the  per- 
cent decline.  You  don't  need  to  find 
those  special  situations  that  are 
going  to  be  big  winners.  If  all  your 
stocks  can  increase  10%,  the  capi- 
tal shares  will  go  up  20%.  We  don't 
try  to  invest  where  the  stock  itself 
must  go  way  up.  We  get  a  situa- 


tion that  allows  the  leverage  to  do 
the  remainder  on  the  upside." 
Hemisphere's  Gerry  Tsai,  more 
famous  for  his  ill-starred  Manhat- 
tan Fund,  did  even  worse.  He  gen- 
erated' enough  losses  to  almost 
wipe  out  the  asset  value  of  the 
capital  shares,  now  barely  $4  vs. 
an  offering  price  of  $11.44. 

As  John  Chase,  chairman  of  In- 
come and  Capital  Shares,  says: 
"With  all  the  money  coming  in  at 
approximately  the  same  time,  it 
tended  to  increase  the  supply  of 
these  shares  more  rapidly  than  the 
concept  could  be  digested  by  the 
public.  Investors  started  selling, 
the  discounts  started  building,  and 
nothing  could  be  done." 

The  public  unfortunately  wasn't 
alone  in  having  trouble  with  di- 
gesting the  concept.  So  were  the 
money  managers.  "We've  had  our 
own  learning  process,"  says  Ron 
Clark,  manager  of  both  the  Put- 
nam Duofund  and  the  George  Put- 
nam Fund.  "The  1969  and  1970 
bear  markets  hurt  the  performance 
of  the  funds.  We  feel  in  hindsight 
that  we  had  too  aggressive  a  pol- 
icy for  the  fund." 

John  Neff's  Gemini  Fund  played 
the  game  the  best.  It  had  a  low- 
risk,  low-volatility  portfolio— good 
strategy,  because  the  fund  doesn't 
get  a  double  whammy  with  lever- 
age and  volatile  securities. 

Neff,  Gemini  manager  since  its 
start,  says:  "Many  funds  were  mis- 
using their  leverage  by  being  overly 
aggressive  and  leveraging  their  lev- 
erage. In  1967  and  1968  they  were 
getting  yields  with  convertible 
bonds  bought  at  a  premium,  mar- 
ginal bonds  at  that." 

While  the  money  managers  have 


Candy  Store 


Most  of  the  duals  have  done  badly  as  stocks.  Note  that 
only  Gemini  sells  much  higher  than  its  offering  price 
(first  two  columns).  Actually,  the  performance  of  their 
portfolios  has  been  somewhat  better  than  that  (third 
column  vs.  second  column).  What  has  happened  is  that 


the  stocks  now  sell  at  big  discounts  (column  four)— 
which,  for  new  buyers,  widens  the  leverage  in  the  inves- 
tor's favor  (column  five).  As  for  the  less  volatile  income 
shares,  most  of  them  have  more  than  delivered  what 
they  promised:  that  is,  high  and  rising  income. 


Dual-Purpose  Funds 

Offering  Price 

of  Capital  & 

Income  Shares 

r 

Current 
Price 

Capital  Shares 

Current  Net     Discount 
Asset  Value  from  N.A.V. 

V 
Asset 
Leverage 
Factor* 

Current 
Price 

— —    Incomi 

Current 

Indicated 

Dividend 

;  Shares 

Current 
Yield 

— "A 
Percent 
Change  of 
Yield  Since  1968 

American  DualVest 

Gemini 

Hemisphere 

Income  &  Capital  Shares 

13.80 

11.00 

11.44 

9.15 

10 

157a 
3% 

9% 

14.31 

22.45 

4.39 

15.20 

30% 
29 
17 
36 

$2.80 
2.10 
4.40 
2.50 

13V4 

143/8 

73/8 

10/4 

1.02 
1.13 
0.50 
0.81 

7.7% 
7.8 
6.8 
7.9 

-  4% 
+  16 
+  11 
+  25 

Leverage  Fund  of  Boston 
Putnam  Duofund 
Scudder  Duo-Vest 

13.73 
9.12f 
9.15 

I31/4 

6V4 
8% 

19.11 

8.47 

12.30 

31 
26 

30 

2.50 
2.80 
2.50 

131/4 

16 

8% 

0.95 
1.14 
0.53 

7.2 
7.1 
6.3 

+  3 
+  8 
+  15 

'Totol  assets  working  for  eoc 

i  dollar  invested  ot 

current  market 

value.          +OfTerino  price  of  income  shares  was  $18.24. 
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been  trying  to  handle  their  leverage 
and  not  let  it  handle  them,  the 
public  has  been  trying  to  get  out. 
Five  years  after  their  introduction, 
five  of  the  seven  funds  have  capi- 
tal shares  selling  below  offering 
price  and  five  have  income  shares 
selling  below  offering  price.  The 
capital  shares  are  selling  at  an  av- 
erage of  30%  discount  under  their 
current  net  asset  value. 

The  concept  has  hardly  been  a 
success  for  investors— yet  the  fund 
managers  remain  convinced  of  the 
viability  of  it  all.  "The  funds  are 
complicated,"  admits  Chase.  "Peo- 
ple think  something  must  be  wrong 
because  they  are  all  selling  at  dis- 
counts. They  are  not  looking  at  this 
as  a  golden  opportunity.  We  are 
like  a  9/2-year  bond  selling  at  a 
30%  discount.  There's  no  set  re- 
demption price,  only  net  asset  val- 
ue, but  whatever  management  does 
will  be  augmented  by  35%." 

Actually,  Chase  is  understating 
his  case;  it's  better  than  that. 
A  new  investor  buying  in  now  can 
acquire  close  to  50%  more  of  the 
same  basic  portfolio  and  profes- 
sional management  that  other  in- 
vestors must  put  up  an  8.5%  premi- 
um for.  Neff  manages  Gemini  and 
Windsor  funds,  Clark  the  George 
Putnam  Fund  and  Putnam  Duo- 
fund;  both  estimate  that  their  dual 
and  "straight"  funds  have  about 
a  70%  portfolio  overlap. 

Most  managers  feel  the  high  dis- 
counts reflect  the  lack  of  individual 
investors  and  the  fact  that  no  one 
is  nudging  these  stocks,  pointing 
out  their  value.  Neff  points  out  the 
duals  are  twixt  and  tween— neither 
common  stock  nor  mutual  fund. 
They  are  listed  on  the  stock  ex- 
change and  trade  as  common  stocks 
with  the  standard  commission  of- 
fering, yet  they  are  mutual  funds 
without  the  mutual  fund  commis- 
sion structure  to  attract  salesmen. 

The  odd  thing  is  that  the  dis- 
counts—all near  30%— do  not  seem 
to  differentiate  between  perfor- 
mances or  leverage  factors. 

The  ironic  thing  in  this  group 
is  that  the  worse  you  do  and  the 
lower  your  asset  value  goes,  the 
higher  your  leverage  becomes.  One 
dollar  invested  in  Hemisphere  gives 
you  $4.40  working,  while  $1  in- 
vested in  Gemini  only  gives  you 
$2.10.  "If  you  are  buying  leverage," 
says  Clark  of  Putnam,  "you  can 
get  the  most  bank  for  the  buck 
with  Hemisphere."  ■ 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  bu ,  the.-; 
The  offering  is  made  onl)  by  the  Prospectus 


2,000,000  Shares 

Pacific  Gas  and  Electric  Company 

8%  Redeemable  First  Preferred  Stock 

$25  Par  Value 


Price  $27,875  Per  Share 

(Plus  accrued  dividends,  if  any,  from  date  of  issue) 


Copm  of  the  Prospectus  »u)  be  obtained  from  an)  of  the  several  Unde 
onl)  in  stale*  m  which   inch  Underwriters  are  qualified  to  act  as  dealers 
in  securities  and  in   which  the   Prospectus    ma)    be  le:r.itl\   distributed. 


Dean  Witter  &  Co. 

Incorporated 


Dillon,  Read  &  Co.  Inc. 
Lehman  Brothers 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

The  First  Boston  Corporation  Kuhn,  Loeb  &  Co. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 


Drexel  Firestone  duPont  Glore  Forgan  Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

I  in  oritur  it  ft  I  I  111  iir|>l>r.(l*'J 

Hornblower  &  Weeks-Hemphill,  Noyes  Lazard  Freres  &  Co.  Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation 

Incorporated  Incorporated 

White,  Weld  &  Co. 

Incorporated 


Wertheim  &  Co..  Inc. 

E.  F.  Hutton  &  Company  Inc. 


Reynolds  Securities  Inc. 


Bache  &  Co. 
Walston  &  Co.,  Inc. 


This  advertisement  is  not  an  offering.  No  offering  is  made  except  by  a  Prospectus  filed  with  the  Department  of  Law  of  the  State 

of  New  York  and  the  Bureau  of  Securities.  Department  of  Law  and  Public  Safety  of  the  State  of  New  Jersey.  Neither 

the  Attorney  General  of  the  State  of  New  York  nor  the  Attorney  General  of  the  State  of  New  Jersey  nor  the 

Bureau  of  Securities  of  the  State  of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this  offering. 

Any  representation  to  the  contrary  is  unlawful. 

1,750,000  Units 

Barnes  Mortgage  Investment  Trust 

1,750,000  Shares  of  Beneficial  Interest  with  Warrants  to  Purchase 
1,750,000  Additional  Shares  of  Beneficial  Interest 

Each  Unit  consists  of  one  Share  of  Beneficial  Interest  of  Barnes  Mortgage  Investment  Trust 
and  one  Warrant  to  purchase  one  additional  Share  at  a  price  of  $20.  The  Shares  and 
Warrants  are  separately  transferable  from  January  15,  1973,  or  any  earlier  date  desig- 
nated by  the  Trust  with  the  consent  of  the  Representatives  of  the  Underwriters  There- 
after, the  Warrants  are  exercisable  (subject  to  extension)  through  December  13,  1977. 


Price  $20  per  Unit 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Firestone 

INCORPORATED 

Blyth  Eastman  Dillon  &  Co. 

INCORPORATED 

Loeb,  Rhoades  &  Co. 
Shearson,  Hammill  &  Co. 

INCORPORATED 

Dominick  &  Dominick, 

INCORPORATED 

Hayden  Stone  Inc. 
F.  S.  Moseley  &  Co. 


duPont  Glore  Forgan 

INCORPORATED 

E.  F.  Hutton  &  Company  Inc. 


Bache  &  Co. 

INCORPORATED 

Goldman,  Sachs  &  Co. 
Reynolds  Securities  Inc. 
Bear,  Stearns  &  Co.      A.  G.  Becker  &  Co.      Clark,  Dodge  &  Co. 

INCORPORATED  INCORPORATED 

F.  Eberstadt  &  Co.,  Inc.  Faulkner,  Dawkins  &  Sullivan 

SECURITIES  CORP 

W.  E.  Hutton  &  Co.  Ladenburg,  Thalmann  &  Co.  Inc. 


R.W.  Pressprich  &  Co. 

INCORPORATED 

Tucker,  Anthony  &  R.  L.  Day  G.  H.  Walker  &  Co. 


Shields  Securities  Corporation 
Weisi,  Voisin  &  Co.,  Inc. 


INCORPORATED 


December  15. 1972 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer 
to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 

December  8,  1972 

5,000,000  Shares 


Hughes  Tool  Company 


Common  Stock 

(Par  Value  #1.00  Per  Share) 


Price  £30  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from  only 
such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 

Merrill  Lynch,  Pierce,  Fenner  dC  Smith 

Incorporated 

Blyth  Eastman  Dillon  8C  Co.      The  First  Boston  Corporation      Dillon,  Read  8C  Co.  Inc.      Drexel  Firestone 

Incorporated  Incorporated 

duPont  Glore  Forgan  Goldman,  Sachs  8C  Co.  Halsey,  Stuart  &  Co.  Inc. 

Incorporated 

Hornblower  8C  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co.  Kuhn,  Loeb  8C  Co. 

Incorporated  Incorporated 

Lazard  Freres  8C  Co.         Loeb,  Rhoades  8C  Co.         Paine,  Webber,  Jackson  8C  Curtis         Salomon  Brothers 

Incorporated 

Smith,  Barney  8C  Co.  Stone  8C  Webster  Securities  Corporation  Wertheim  8C  Co.,  Inc. 

Incorporated 

White,  Weld  8C  Co.  Dean  Witter  8C  Co.  Bache  8C  Co. 

Incorporated  Incorporated  Incorporated 

E.  F.  Hutton  8C  Company  Inc.  Reynolds  Securities  Inc.  Shearson,  Hammill  8C  Co. 

Incorporated 

ABD  Securities  Corporation  Allen  8C  Company  Basle  Securities  Corporation 

Incorporated 

Bateman  Eichler,  Hill  Richards  Bear,  Stearns  dC  Co.  A.  G.  Becker  dC  Co. 

Incorporated  Incorporated 

Alex.  Brown  8C  Sons  Burnham  8C  Company  Inc.  Cazenove  Incorporated  Clark,  Dodge  8C  Co. 

Incorporated 

Dain,  Kalman  8C  Quail  The  Daiwa  Securities  Co.  America,  Inc.  Dominick  8C  Dominick, 

Incorporated  Incorporated 

Eppler,  Guerin  dC  Turner,  Inc.     EuroPartners  Securities  Corporation     Robert  Fleming     Hallgarten  8C  Co. 

Incorporated 

Harris,  Upham  8C  Co.  Hayden  Stone  Inc.  Hill  Samuel  Securities  W.  E.  Hutton  8C  Co. 

Incorporated  Corporation 

Kleinwort,  Benson       Ladenburg,  Thalmann  8C  Co.  Inc.       McDonald  8C  Company       F.  S.  Moseley  8C  Co. 

Incorporated 

New  Court  Securities  Corporation         The  Nikko  Securities  Co.         Nomura  Securities  International,  Inc. 

International,  Inc. 

John  Nuveen  dC  Co.  Paribas  Corporation  Piper,  Jaffray  8C  Hopwood  R.  W.  Pressprich  8C  Co. 

Incorporated  Incorporated  Incorporated 

The  Robinson-Humphrey  Company,  Inc.  L.  F.  Rothschild  6C  Co.  Shields  Securities  Corporation 

F.  S.  Smithers  8C  Co.,  Inc.  Suez  American  Corporation  Swiss  American  Corporation 
Thomson  8C  McKinnon  Auchincloss  Inc.               Spencer  Trask  8C  Co.                Tucker,  Anthony  8C  R.  L.  Day 

Incorporated 

UBS-DB  Corporation       Ultrafin  International  Corporation       G.  H.  Walker  8C  Co.       Walston  8C  Co.,  Inc. 

Incorporated 

Weis,  Voisin  8C  Co.,  Inc.  Wood,  Struthers  8C  Winthrop  Inc.  Yamaichi  Securities  Company 

of  New  York,  Inc. 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 

Fo'bes  totfe*  ffeW»d 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  o/  labor  initial  unemployment  claims) 


Some  Thoughts 
About  1973 


By  the  time  this  issue  reaches  the 
reader,  the  bank  and  insurance  com- 
pany economists,  the  college  profes- 
sors and  the  major  services  will  all 
have  released  summaries  of  their  1973 
expectations.  These  people,  who  may 
be  called  the  economic  intelligentsia, 
are  almost  unanimously  optimistic  in 
their  opinion  that  we  are  heading  into 
another  "good  year.  In  terms  of  the 
gross  national  product,  business  earn- 
ings and  material  weal,  most  of  the 
"experts"  think  the  year  will  be  as 
good  as  1972;  a  very  few  believe  it 
will  not  be  quite  as  good;  and  some 
think  it  will  be  a  little  better.  The 
1973  outlook,  it  seems  to  me,  is  being 
viewed  with  a  bit  more  than  average 
equanimity.  If  the  stock  market's  be- 
havior is  a  measure  of  the  consensus, 
the  public  is  just  as  optimistic  as  the 
more  respectable  pundits,  or  perhaps 

Mr.    Hooper  is  associated  with  the   New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


a  little  more  so.  Americans  are  enter- 
ing the  new  year  on  a  buoyant  wave 
of  confidence. 

The  more  sophisticated  forecasts 
are  usually  based  on  an  interpretation 
of  a  vast  array  of  statistical  facts, 
which  were  not  available  to  the  eco- 
nomic profession  a  decade  or  two  ago. 
It  is  contended,  therefore,  that  there 
is  not  as  much  guessing  as  in  the 
past,  that  today's  commentators  and 
prophets  are  producing  an  output 
which  is  based  on  scientific  analysis 
more  than  on  mere  opinion  or  hunch. 

Those  of  us  who  continuously  write 
about  it,  therefore,  can't  be  as  scien- 
tific as  our  more  professional  economic 
cousins.  We  must  be  skeptical  about 
almost  everything,  including  our- 
selves. To  us,  such  nebulous  things 
as  intuition,  touch,  feel  and  hunch, 
however  unscientific  they  may  be, 
still  are  useful  tools  that  we  cannot 
ignore.    Perhaps    because    we    often 


honestly  can't  be  too  sure  of  ourselves, 
we  seem  so  many  times  evasively  Del- 
phic. In  short,  economic  forecasting 
in  late  years  has  approached  a  sci- 
ence, whereas  stock  market  forecast- 
ing still  is  entirely  an  art. 

Since  late  October,  the  stock  mar- 
ket has  been  racing  to  get  in  gear 
with  the  economy.  As  this  column 
pointed  out  so  often  during  the  late 
summer  and  fall,  stock  prices  then 
were  going  in  one  direction  and  busi- 
ness and  profits  were  headed  the 
other  way.  The  immediate  danger, 
after  a  rise  in  the  DJI  from  just  above 
900  to  the  1030  range,  is  that  the 
momentum  of  stocks  will  carry  prices 
too  far  too  fast.  Common  stock  in- 
vestors have  a  way  of  going  to  ex- 
tremes. Optimism  feeds  on  itself  just 
as  pessimism  does.  Rationalists  usual- 
ly find  that  the  market  goes  higher 
than  they  hope  when  they  are  bullish, 
and  lower  than  they  fear  when  they 
are  bearish. 

What's  the  current  application  of 
all  this?  The  ratio  of  trading  on  the 
American  Stock  Exchange  to  trading 
on  the  New  York  Stock  Exchange, 
the  best  measure  of  the  tempo  of 
speculation,  as  yet  shows  no  evidence 
of  dangerous  excesses.  We  have  had 
more  of  a  blue-chip  market  than  a 
glamour  market,  or  a  market  in  sec- 
ondary and  highly  speculative  stocks. 

Little  should  be  read  into  what 
occurs  in  the  last  half  of  December, 
because  there  are  so  many  meaning- 
less  portfolio   adjustments   for  tax   or 
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NICHOIAS 

STRONG 
FUND,  INC 

A  NO-LOAD  FUND 


Objective:  possible  capital 
appreciation 

For  free  prospectus  mail 
this  coupon  to: 


NICHOLAS 
STRONG 
FUND,  INC. 

312  East 

Wisconsin  Avenue 
Milwaukee, 
Wisconsin  53202 


Name 


Address 


City 


State 


Zip 


Fl-1-73 


CONSOLIDATED 
NATURAL  GAS 
COMPANY 


30  Rockefeller  Plaza 
New  York,  N.  Y.  10020 


Notice  of 
Increased  Dividend 

T'he  board  of  directors  has 
this  day  declared  Dividend  No. 
100,  a  regular  quarterly  dividend 
of  Fifty  and  Three-Quarter 
Cents  (SO3/^)  per  share  on  the 
capital  stock  of  the  Company, 
payable  February  15,  1973,  to 
stockholders  of  record  at  the 
close  of  business  January  15, 
1973. 

This  quarterly  dividend  rep- 
resents an  increase  of  2C1  per 
share  over  the  previous  rate  of 
48  3/4C.  The  increase  is  the  maxi- 
mum permitted,  on  a  full  cent 
basis,  under  the  Federal  guide- 
line for  dividend  increases. 

The  new  payment  will  mark 
the  eighth  consecutive  year  of 
increased  dividends. 

Robert  R.  Copp,  Secretary 

December  12,  1972 


Your  Fair  Share 
Shows  You  Care 

THE     V 
UNITED  WAY 


other  year-end  purposes,  and  this  al- 
ways swells  late  December  trading 
volume.  It  is  what  happens  in  January 
that  counts.  Most  of  the  normal  year- 
end  reinvestment  demand  has  spent  it- 
self, and  the  meaningless  year-end 
crosscurrents  have  subsided.  The  mar- 
ket is  more  on  its  own. 

Usually,  it  is  a  fairly  dependable 
bullish  indication  of  the  intermediate 
trend,  and  even  of  the  trend  for  the 
first  half  year,  if  the  highs  of  Decem- 
ber are  exceeded  in  January,  especial- 
ly after  the  first  half  of  the  month. 
Also,  it  often  is  an  even  more  de- 
pendable bearish  indication  concern- 
ing the  near-term  trend  if  the  lows  of 
January  are  lower  than  the  lows  of 
December.  There's  nothing  infallible 
about  this,  but  I  have  observed  over 
the  years  that  it  is  worth  watching. 

There  are  many  nonscientific  fac- 
tors that  can  influence  the  perfor- 
mance of  stocks  this  year.  One  is  in- 
ternational developments,  which  for 
some  time  have  been  almost  uniformly 
favorable,  but  in  this  area  there  can 
always  be  some  unexpected  untoward 
events.  Another  concerns  possible  ma- 
jor confrontations  between  the  Presi- 
dent and  a  less  conservative  Congress. 
Another  very  important  element  is  the 
extent  to  which  inflation  is  con- 
trolled; it  may  not  be  held  down  to 
that  3M  to  4li%  which  most  people 
seem  to  expect.  There  is  also  the 
trend  in  interest  rates,  about  which 
there  is  such  a  wide  difference  of 
opinion.  An  important  brief  factor 
could  be  the  end  of  restrictions  on 
dividend  increases. 

There  are  some  highly  important 
new  wage  negotiations  to  be  com- 
pleted, and  these  could  lead  to  long 
strikes  Or  stoke  up  the  inflationary 
fires  again.  Regarding  wage  pressures, 
we  can  only  hope  that  growing  evi- 
dence of  subsiding  popular  discontent 
may  continue.  I  feel  reasonably  sure 
that  neither  the  President  nor  the  Fed- 
eral Reserve  will  sponsor  or  tolerate 
another  credit  crunch.  The  memories 
of  the  last  one  are  too  fresh. 

Readers  no  doubt  would  like  to 
have  me  guess  the  highs  and  the 
lows  of  the  Dow  Jones  industrials 
for  1973.  I'm  not  going  to  do  that, 
except  to  say  that  if  the  economic 
scientists  are  correct  on  business  and 
earnings  in  1973,  profits  on  the  Dow 
could  get  up  around  $70  to  $75  a 
share  as  against  probably  not  far  from 
$64  in  1972.  Sixteen  times  such  a 
figure  would  be  around  1120  in  the 
Dow  and  17  times  would  be  not  far 
from  1200.  In  thinking  about  the 
Dow,  it  is  well  to  put  a  decimal  point 
in  it,  to  split  it  10-for-l.  That  means 
that  as  this  is  written  it  is  up  from 
around  90  to  around  103,  and  that  a 
15%    rise    from    around    1030    (103) 


would  be  to  about  1185  (or  II8J2). 

More  important  than  what  happens 
to  the  Dow,  it  seems  to  me,  is  the 
extent  to  which  speculative  fever  rises. 
As  stated  above,  the  best  measure  of 
this  is  the  ratio  of  trading  on  the 
ASE  to  trading  on  the  NYSE.  This 
ratio,  which  had  been  hovering 
around  20%  before  November,  has 
recently  risen  to  about  25%.  Some 
years  ago,  in  a  highly  speculative  mar- 
ket, for  a  few  days  the  ratio  got  up 
to  100%.  Under  present  changed  con- 
ditions, I  would  guess  that  a  ratio  of 
40%  or  50%,  not  25%,  would  be  "dan- 
gerous." Over  the  near  term,  if  the 
rise  continues,  I  would  expect  much 
more  interest  in  secondary  stocks,  es- 
pecially the  more  respectable  ones. 
Incidentally,  this  is  a  time  when  a 
little  more  speculation  would  be  good 
rather  than  bad.  There  has  been  noth- 
ing wild  in  the  rise  thus  far. 

Featured  in  '73 

The  energy  crisis  stocks  should  be 
the  feature  of  the  1973  market.  So- 
ciety is  demanding  more  and  more 
energy,  and  will  have  to  pay  more 
and  more  for  it  to  stimulate  produc- 
tion to  meet  demand.  Because  im- 
ports of  oil  and  gas  threaten  to  up- 
set the  balance-of-payments  problem 
more  than  anything  else,  we  must  find 
more  and  more  domestic  oil  and  gas, 
and  pay  more  for  it  than  we  pay  for 
energy  from  the  prolific  and  relatively 
cheap  sources  in  the  Middle  East. 

At  the  same  time,  larger  exports  of 
coal,  and  more  uses  for  coal  at  home, 
tend  to  ease  the  balance  of  payments; 
and,  as  fossil  fuels  become  more  and 
more  expensive,  nuclear  sources  will 
find  it  easier  and  easier  to  compete. 
The  electric  utilities  find  their  market 
expanding  faster  than  ever,  and  they 
must  be  awarded  rate  increases  l>\ 
regulative  bodies  high  enough  to  make 
capital  available  to  meet  their  neces- 
sary expansion.  No  dividend  cuts  here! 
The  current  dividend  return  on  elec 
trie  utility  issues  is  almost  twice  as 
high  as  the  3.1%  return  on  the  DJI. 

I  have  no  fellowship  with  those  ob 
servers  who  say  that  "the  public," 
meaning  individual  personal  investors, 
is  not  "in  the  market."  There  are 
some  32  million  individuals  who  own 
stocks  directly,  and  many  of  them. 
partly  because  they  have  not  been 
losing  money  by  trying  to  make  it  too 
fast,  have  been  doing  lots  better  than 
the  young  go-go  fellows  who  have 
been  sputtering  around  on  a  hot  grill 
trying  to  do  the  impossible.  The  pub 
lie  constantly  increases  its  percentage 
participation  in  this  market.  That's 
why  it's  been  doing  so  much  better.  ■ 


Mr.  Hid  Is  out  of  town  on  business. 
His  column  will  be  in  the  next  Issue 
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Technician's 
Perspective 

ByJohnW.SchuIz 


The  Year 

Of  The  Public? 


A  growing  chorus  of  voices  in  the 
investment  community  has  lately  been 
saying  that  the  stock  market  needs  a 
sweeping  return  of  The  Public  if  it  is 
to  make  any  lasting  upside  progress. 
There  has  already  been  some  revival 
of  public  interest.  But,  understandable 
as  it  is,  the  notion  that  public  buying 
is  needed  to  keep  prices  rising  is  sta- 
tistically unrealistic  and,  besides,  a  bit 
offensive  in  some  of  its  implications. 

The  Public— i.e.,  private,  noninsti- 
tutional  investors— for  the  most  part 
has  been  turned  off  on  the  stock  mar- 
ket because  the  unearned  increment 
that  comes  with  price  appreciations 
simply  has  not  materialized  during 
the  past  several  years  for  a  majority 
of  common  stocks.  This  experience, 
fully  documented  by  the  behavior  of 
broad-based  unweighted  price  in- 
dices, stands  in  disappointing  contrast 
to  that  of  the  years  1962-68,  when 
most  stocks  managed  to  yield  reason- 
ably satisfactory  capital  gains. 

But  since  1968,  such  gains  have 
accrued  to  a  steadily  shrinking  minor- 
ity of  issues— chiefly,  a  few  handsful 
of  institutional  investors'  growth  fav^ 
orites— leaving,  as  noted  here  two 
weeks  ago,  many  or  even  most  stocks 
at  price  levels  that  prevailed  in  the 
mid-1960s.  Obviously,  the  bulk  of  the 
market  would  have  to  stage  a.  wide 
recovery  if  The  Public,  which  holds 
most  of  these  laggards,  is  to  find  equity 
investment  once  again  a  source  of 
worthwhile  rewards.  And,  so  the  no- 
tion goes,  if  public  interest  in  the  mar- 
ket does  thus  revive,  stock  prices  will 
tend  t(\-  rise  higher,  which  would  fire 
up  The  Public  still  more,  which  would 
push  prices  still  higher,  etc.,  etc. 

To  my  mind,  this  idea  is  offensive, 
because  it  seems  to  imply  a  need  for 
substantially  increased  demand  from 
private  investors  to  bail  out  other  in- 
vestors—or speculators— at  advanta- 
geous prices,  hopefully  before  the  next 
bear  market.  This  reflects  an  unbe- 
coming and,  incidentally,  unwarrant- 
ed cynicism  on  the  part  of  profession- 
als, who  would  like  to  unload  on 
the  presumably  dumb  Public  at  the 

Mr.   Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.,  Inc. 


right  time  and  at  the  right  price. 
But  the  whole  thesis  is  actually 
unrealistic,  because  in  every  year 
since  1960,  according  to  Federal  Re- 
serve Board  data,  noninstitutional  in- 
vestors have,  in  the  aggregate,  sold 
more  stock  than  they  bought,  while 
institutional  investors  collectively  were 
net  buyers  of  stock.  The  dollar  volume 
in  this  exchange  has  varied  widely, 
tending  to  rise  in  strong  markets  and 
to  fall  in  weak  markets,  which  might 
suggest  that  The  Public  has,  in  effect, 
been  unloading  on  the  institutions  at 
rising  prices.  But  that  would  be  an 
oversimplification:  There  is  reason  to 
believe  that  the  institutions  have  been 
buying  certain  stocks  at  rising  prices 
from  The  Public,  while  selling  others 
to  The  Public  at  depressed  prices. 

Interest  in  the  Laggards 

In  any  case,  it's  difficult  to  see  how 
there  could  be  an  abrupt  reversal  in 
the  overall  relationship  between  insti- 
tutional net  stock  buying  and  non- 
institutional  net  stock  selling;  the  mag- 
nitudes involved  are  far  too  great 
for  that.  What's  more,  institutional  in- 
vestors are  almost  certain  to  continue 
having  new  billions  to  invest  each 
year  and  to  put  a  major  share  thereof 
into  the  stock  market.  For  more  than 
ten  years  now,  this  growing  demand 
has  been  met  by  a  combination  of 
public  net  selling  and  net  new  stock 
issues  offered  by  corporations  needing 
fresh  equity  capital.  To  reverse  these 
polarities,  the  market  would  have  to 
be  deinstitutionalized,  and  that  doesn't 
seem  to  be  in  the  cards. 

What  I  think  is  going  to  happen,  in- 
deed may  already  be  happening,  is 
that  institutions  will  spend  more  of 
their  new-money  inflows  for  laggard 
stocks  selling  near  average  or  at  be- 
low-average P/E  ratios,  and  less  of 
these  billions  for  stocks  selling  at  or 
near  all-time  highs  and  often  at  exotic 
multiples.  That,  rather  than  a  new 
wave  of  public  net  buying,  could  help 
the  overall  stock  price  movement  out 
of  the  post- 1968  hole  where,  accord- 
ing to  the  broad-based  unweighted 
indices,  it  has  been  wallowing  these 
past  three  years.  ■ 


From  the  standpoint  of  getting  your  dollars' 
worth,  FundScope,  the  monthly  mutual  fund 
magazine,  compares  BUYING  COST  (sales 
commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  very  significant  data.  At  a 
glance  you  can  see  the  top  performers  for 
Growth,  for  Income,  for  Stability.  See  exactly 
how  the  5  top  No-Loads  compare  with  the  5  top 
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Packed  with  factual  data,  FundScope's  exclu- 
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SPECIAL  OFFER: 
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to  FundScope  beginning  with  the  January  No- 
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A  NO-LOAD  Mutual  Fund 

R0WE  PRICE 
NEW  ERA 
FUND,  i»c. 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  p-omising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
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Development  •  Consumer  Services 
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The 
Market 
Outlook 

By  Sidney  B.  Lurie 


A  Broad-Based 
Upturn 


I  dislike  year-end  forecasts.  No  one 
waves  a  magic  wand  and  makes  the 
outlook  clearer  because  a  page  has 
been  turned  on  the  calendar.  The 
evidence  is  at  hand  before  Jan.  1.  The 
fact  that  living  costs  are  accelerating 
in  the  European  Economic  Communi- 
ty countries  continues  to  support  my 
contention  that  American  stocks  are 
the  most  attractive  in  the  Free  World. 
I  remain  of  the  opinion  that  this  will 
be  the  longest  and  broadest-based 
upturn  in  a  decade,  with  more  stable 
interest-rate  and  cost-of-living  trends 
than  in  recent  years.  Something  new 
may  have  been  added  to  the  equa- 
tion via  our  more  sophisticated  money 
management,  the  prospect  that  the 
dollar  is  likely  to  strengthen  further 
in  coming  months  and  the  hint  of  a 
new  dimension  to  our  foreign  trade. 

All  of  which  is  not  meant  to  imply 
that  the  outlook  is  free  of  uncertain- 
ties or  possible  stumbling  blocks. 
Rather,  I  suspect  that  many  of  the 
potential  debits  that  might  be  cited 
will  eventually  represent  little  more 
than  "paper  tigers."  Although  there 
may  be  pressure  on  short-term  money 
rates,  I  continue  to  believe  that  a 
credit  crunch  is  most  unlikely.  Not 
only  is  the  government  deficit  likely  to 
be  less  than  expected,  but  it  will  be 
decreasing  throughout  1973.  In  any 
event,  whatever  the  increase  in  inter- 
est rates,  it  will  be  nothing  like  that 
in  the  late  1960s. 

Still  Strong 

Thus,  the  chief  question  may  be 
whether  the  demand  pressures  rise  to 
a  point  where  they  become  an  in- 
flationary threat.  But  this,  in  my  opin- 
ion, is  not  an  immediate  concern, 
and  I  am  more  impressed  by  the  fol- 
lowing indications:  1)  There  is  no 
need  for  a  tax  increase  in  1973,  or 
urgency  for  reform.  2)  Faith  in  the 
business  boom  is  growing  along  with 
reports  of  shortages  and  delayed  de- 
liveries. 3)  Whenever  historically  im- 
portant stock  market  peaks  have  been 
bettered,  the  subsequent  advance  has 
been  impressive  before  any  reaction  of 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
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consequence  occurred.  In  short,  with 
the  earnings  outlook  good,  it  seems 
to  me  that  additional  chapters  in  this 
cycle  remain  to  be  written. 

True,  we  do  not  enjoy  the  new  in- 
dustry-new product  excitement  of  the 
early  Sixties.  But  the  prospect  that 
this  will  be  a  broadly  based  upturn 
involving  basic  industries  could  mean 
that  the  multiplier  effect  is  greater 
than  that  provided  by  the  isolated 
pockets  of  prosperity  represented  by 
computers  or  semiconductors.  All  of 
which  supports  my  long-held  view 
that  the  list  of  stock  market  super- 
stars would  broaden  out,  a  premise 
supported  by  several  considerations: 

The  conservative  national  mood  evi- 
denced by  President  Nixon's  reelec- 
tion could  be  reflected  via  greater  in- 
terest in  the  more  traditional  compa- 
nies, mature  it  is  true,  but  of  high 
quality.  As  a  result  of  lessening  in- 
flationary expectations  and  an  im- 
proved credit  background,  a  new  in- 
terest has  developed  in  relatively 
high-dividend-paying  stocks;  this  in- 
terest may  be  strengthened  by  the 
possibility  that  the  limitation  on  divi- 
dend increases  may  be  removed  next 
summer.  With  the  business  upturn 
likely  to  last  longer  than  had  been  pre- 
viously anticipated,  the  traditional  ob- 
jection of  the  professional  investor  to 
cyclical  stocks  is  being  lessened. 

Thus,  I'd  rather  talk  about  the  pos- 
sibility that  this  may  be  a  good  tune 
to    be    in    railroads    in    the    West    via 
Burlington  "Northern  (around  48,  pa) 
Lng  $1.50).  Apart  from  the  possibility 
that  1972  earnings  will  be  in  the  ana 
of    $3.75    to    $4    a    share    as    against 
$2.74  per  shaiv  in   1971,  this  financial- 
ly strong  road  enjoys  special   pluses 
Burlington     Northerns    acreage    con- 
tains about   11   billion   tons  of   eoal  of 
low  sulphur  content;  the  demand  for 
this  coal  is  increasing  geometrically, 
Being  the  largest  hauler  oi   grains  in 
the  nation,  Burlington  is  a  prime  bene 
ficiary  of  our  agreement  to  sell  Russia 
some  $1  billion  of  wheal.  The  residen 
tial  building  boom   lias  boosted  traffic 

in  lumber  and  wood  products,  Vnd 
the  full  cost  Bavings  oi  the  L970  mi  i 

ger  have  not  \  et  been  realized.  ■ 


218 


FORBES,    JANUARY    1,    1973 


Stock 
Trends 

By  Gerald  M.  Loeb 


How  To  Tell 
A  Top  When 
You  See  One 


Is  this  a  new  bull  market  we're  in? 

Or  is  it  just  one  more  in  the  series 
of  tops  the  Dow  has  been  making 
since  it  first  brushed  against  1000 
nearly  seven  years  ago? 

I  know  people  who  predict  1200 
to  1400  on  the  Dow. 

I  know  others  who  hear  the  Fed- 
eral Reserve  blowing  the  margin  whis- 
tle and  think  a  bear  market  is  just  a 
question  of  time.  Some  of  these  bears 
feel  we  have  already  seen  the  top  in  a 
dozen  groups,  including  building, 
publishing,  real  estate,  textiles. 

I'm  going  to  duck  the  issue  in  this 
column,  because  I  learned  long  ago 
that  the  odds  against  successful  long- 
range  forecasting  are  very  high.  The 
man  who  ventures  to  say  that  the 
Dow  will  top  out  at  such  and  such  a 
figure  or  time  is  rarely  right. 

Instead  I'm  going  to  try  something 
that  may  be  more  useful  to  you,  the 
investor,  than  any  long-range  fore- 
casting. I'm  going  to  try  to  tell  you 
how  to  recognize  a  top. 

My  experience  with  tops  goes  all 
the  way  back  to  1929. 

That  was  a  tricky  one.  It  lasted  a 
long  time.  The  market  actually  started  ' 
looking  toppy  in  late  1927.  And  yet 
it  went  on  to  soar  from  the  neighbor- 
hood of  200  on  the  Dow  to  its  final 
top  above  385  in  September  of  1929. 
I  sold  out  in  1927  and  early  1928.  I 
was  back  in  again  in  the  final  months 
of  1928,  this  time  with  a  trading  poli- 
cy rather  than  an  investment  policy. 
I  confined  myself  to  very  liquid  stocks. 
I  ran  fast  when  I  had  to. 

The  risks  were  high  but  so  were  the 
rewards. v  In  the  week  ended  Sept.  1, 
1929,  I  bought  and  sold  seven  stocks 
for  a  client  under  a  power  of  attorney. 
I  gained  on  four  trades  and  lost  on 
three  and  ended  up  with  a  net  profit 
of  $241,652.  About  $800,000  of  cap- 
ital was  used.  The  shares  were  bought 
on  a  thin  margin.  Who  could  ignore 
a  market  where  one  could  do  this? 

My  final  decision  to  sell  out  every- 
thing and  move  to  a  100%  cash  posi- 
tion was  influenced  by  a  combination 


A  guest  columrjist.  Mr.  Loeb  is  the  author  of  "The 
Battle  for  Investment  Survival"  and  "The  Battle  for 
Stock    Market    Profits." 


of  circumstances,  largely  psychologi- 
cal. For  one  thing,  I  began  to  find 
that  my  thinking  wasn't  very  sound. 
The  man  who  made  over  $200,000 
in  a  week  on  $800,000  capital  could 
only  think  that  we  should  do  better 
the  next  week.  It  is  wise  to  remember 
that  too  much  success  is  in  itself  an 
excellent  warning.  (Remember  the 
money  managers  a  few  years  back 
who  were  doing  50%  a  year  and  try- 
ing to  do  better?)  I  always  get  scared 
when  things  go  too  well. 

Carle  Conway,  president  of  Con- 
tinental Can  and  later  head  of  the 
"Conway  Committee"  that  reorga- 
nized the  Stock  Exchange,  was  about 
as  conservative  and  levelheaded  as 
anyone  I  knew.  In  the  summer  of 
1929  he  was  temporarily  affected  by 
the  madness  of  the  crowd,  and  he 
bought  a  yacht.  He  regained  his  sense 
of  balance  rather  quickly  and  dis- 
posed of  it,  recognizing  that  the  cost 
of  its  operation  was  beyond  him. 
(How  many  yachts  and  private  jets 
came  back  onto  the  market  in  1970?) 

The  clincher  came  in  the  action  of 
the  investment  trust  shares,  which 
were  then  considered  very  hot  stocks. 
It  was  an  order  I  received  in  Blue 
Ridge,  a  Goldman,  Sachs  investment 
trust,  that  broke  the  camel's  back.  It 
triggered  my  complete  liquidation. 
The  offering  was  at  20.  Blue  Ridge 
advanced  after  the  offering  to  almost 
30.  What  helped  shock  me  into  seeing 
the  light  of  day  was  a  support  order 
to  buy  Blue  Ridge  given  to  me  by 
Sidney  Weinberg.  With  promoters 
needing  to  buy  their  own  stocks  to 
get  the  price  action  they  wanted,  it 
suddenly  dawned  on  me  that  the 
voracious  appetite  of  the  gambling 
public  was  satisfied.  Blue  Ridge  later 
dropped  to  3.  My  money  and  my 
clients'  went  out  of  the  market  and 
into  call  loans  at  fabulously  high  rates. 

Most  stocks  made  their  highs  that 
October,  but  not  all.  I  checked  and 
found  that  American  Woolen  made 
its  high  in  1924,  Armour  in  1925, 
Atlantic  Coast  Line  in  1926,  American 
Sugar  in  1927,  Sears  in  1928  and  An- 
aconda in  January  of  1929. 

In  some  ways,  there  was  more  dan- 


ger to  people's  fortunes  in  the  rally 
that  ran  into  April  1930  and  the  sub- 
sequent slow  and  dragged-out  decline 
that  ended  in  1932  than  in  the  crash 
of  October  1929.  (Don't  be  in  a 
hurry  to  get  back  in  after  a  top. ) 

So  much  for  1929.  The  red  lights 
that  twinkled  in  1962,  1966  and  1968 
differed  principally  in  degree.  The 
1962  decline  occurred  for  a  number 
of  reasons.  The  economy  softened,  and 
President  Kennedy  had  weakened  con- 
fidence in  the  dollar.  He  upset  a 
shaky  applecart  when  he  denounced 
a  steel  price  increase.  Credit  restraint 
touched  off  the  1966  decline. 

Just  about  everything  was  flashing 
a  danger  signal  in  1968.  Perhaps  the 
unreasoning  extension  of  corporate 
profit  figures  from  1961  into  the  fu- 
ture was  as  much  to  blame  as  any- 
thing. Anyway,  these  were  the  days 
of  market  hysteria,  overpromising  by 
mutual  funds,  conglomerates,  over- 
speculation  on  the  American  Stock 
Exchange,  inability  of  brokers  to  han- 
dle the  business,  etc.  The  Administra- 
tion tried  to  do  something  with  a  tax 
increase  and  credit  restrictions,  but 
no  one  paid  any  attention. 

Recognizing  Tomorrow's  Peaks 

In  the  far  distant  past,  almost  all 
stocks  went  up  and  down  together. 
As  the  number  of  publicly  owned 
corporations  increased  and  the  lines 
of  business  they  represented  multi- 
plied, individual  movements  became 
more  and  more  important.  We  will 
again  see  occasional  brief  periods 
in  the  future  where  some  general  in- 
fluence pushes  most  stocks  in  the 
same  direction.  Most  of  the  time, 
however,  particular  stocks  will  go 
their  own  ways.  So  today  it's  not  so 
much  a  question  of  another  1929  as  of 
recognizing  tops  in  individual  stocks 
and  groups  of  stocks.  Even  if  the  Dow 
climbs  a  good  deal  higher,  some 
stocks  will  stay  behind. 

Here  are  a  few  things  to  look  for 
in  identifying  tops: 

•  Few  stocks  are  a  good  hold  and 
much  less  a  good  buy  after  several 
years  of  increasing  prosperity.  Com- 
petition and  price  pressures  often  will 
halt  the  earnings  growth  at  the  very 
time  the  market  is  assuming  the 
growth  will  go  on  virtually  forever. 
Some  of  the  high  P/E  growth  stocks 
could  be  very  vulnerable  here. 

•  Detach  your  investment  thinking 
from  your  emotions.  Don't  ride  a 
bandwagon  too  long  just  because  you 
are  afraid  of  selling  too  soon;  greed 
never  made  a  profit  for  anyone. 

•  If  good  news  fails  to  advance  a 
stock  or  a  group,  look  out! 

Finally,  don't  let  them  tell  you  that 
this  time  "things  are  different."  In  the 
stock  market  they  never  are.  ■ 
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"Fundline,  the  top  ranker  for  the 
full  year  (June  71  to  June  '72), 
better  than  quadrupled  the  gain 
made  by  the  Dow." 

Medical   Economics, 
Oct.  23,  1972 

$5  trial  includes: 

•  Reprint  of  Medical  Economics  story: 
"Mutual  Fund  Advisory  Services:  Can 
They  Make  You  A  Winner?" 

•  Two  editions  of  the  40  page  hand- 
book of  70  fund  charts  and  ratings, 
published  every  fourth  week. 

•  Update  bulletin  of  ratings,  prices  and 
market  analysis,  published  on  the 
alternate  two  weeks. 

•  PLUS— BONUS  of  2  Special  Research 

Reports. 
A  $10  value  for  only  $5. 

Send  your  check  for  $5  today  to: 
David  H.  Menashe  &  Co.,  Box  663 
6355  Topanga  Canyon  Blvd. 
Woodland  Hills,  Calif.  91364 
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CONSECUTIVE 
QUARTERLY  DIVIDEND 


l2l 

Brown 

Group, 

Inc. 


The  Board  of  Directors  on  Novem- 
ber 29,  1972  declared  a  quarterly 
dividend  of  37  Vj  cents  per  share 
payable  January  2,  1973  to 
shareholders  of  record  December 
15,  1972. 

V      HIRAM  S.  LIGGETT,  Jr 
t-*&«st^  Treasurer 


Sharing 
Caring 


The  art  of  speculation  was  lost  long 
ago  only  to  be  replaced  by  profes- 
sional money  management,  which  has 
not  developed  into  much  of  an  art 
form  at  all.  A  professional  investor  or 
broker  may  manage  someone  else's 
money,  but  that  proxy  is  his  only  ver- 
ification as  a  professional.  Nobody, 
today,  is  known  as  a  professional 
speculator,  because  the  meaning  of 
the  term  has  been  lost  during  dec- 
ades of  undisciplined  buying  and  sell- 
ing of  securities  by  money  managers. 
I  say  undisciplined  because  it  was 
dogmatic  rather  than  flexible.  The 
money  manager's  commitment  not  only 
to  the  stock  market  but  to  specific 
sectors,  whether  they  be  growth  or 
value  oriented,  has  been  almost  reli- 
gious. This  commitment  has  been  so 
dogged  in  execution  that  not  infre- 
quently it  has  degenerated  into  noth- 
ing more  than  an  excercise  in  egoman- 
ia and  wish  fulfillment. 

It  was  the  cult  of  growthmanship 
during  the  Sixties  which  was  ushered 
out  by  the  conglomomania  that  seized 
the  corporate  sector  toward  the  end 
of  the  decade  and  set  the  stage  for 
the  bear  market  of  1969-70.  There 
were  so  many  corporate  and  money 
manager  burials  during  this  time  that 
you  would  think  some  kind  of  water- 
shed would  have  been  reached,  that 
there  would  have  been  a  return  to  ei- 
ther old-fashioned  values  or  a  realiza- 
tion that  flexibility  is  the  most  prized 
asset  in  money  management.  This  flex- 
ibility would  relate  to  a  conscious  ap- 
praisal of  whether  the  stock  market 
was  indeed  an  attractive  arena  for 
funds  relative  to  any  other  investment 
medium  as  well  as  to  the  style  of  as- 
set management  itself.  Now  there  is 
nothing  wrong  with  either  growth- 
manship or  a  value  orientation.  What 
has  been  lost  professionally  is  the  art 
of  handling  any  kind  of  cycle  that 
comes  along.  This  is  really  the  essence 
of  a  professional  speculator's  credo, 
which  is  that  he  will  trade  in  any  kind 
of  sardine  as  long  as  the  ice  lasts. 

But  what  if  one  day  the  market 
stops    going   up,    or   continues   to   go 

A  guest  co'umnist.  Mr.  Sosnoff  is  a  general  partner 
of  Atalanta  Partners,   New  York. 


Where  Are  All 
The  Money 
Managers'  Yachts? 


down,  or  never  turns  around?  After 
all,  czars  do  get  shot  in  cellars,  and 
atomic  bombs  have  fallen  on  civilians. 
Currencies  have  depreciated  shame- 
lessly in  20th-century  Europe,  and 
dictators  dispossess  elements  of  their 
constituency  almost  daily.  It  is  a  mis- 
take to  think  that  the  violence  in  the 
streets  is  not  reflected  in  the  stock 
market.  When  the  hardhats  one  sum- 
mer day  marched  up  lower  Broadway 
and  beat  up  anyone  in  jeans  and  a 
beard,  every  broker  was  peeking  anx- 
iously from  his  fortieth-story  window. 
Maybe  the  country  was  really  out  of 
control?  And  what  then?  Would  you 
still  want  to  own  a  piece  of  America 
at  60  times  earnings? 

The  Vice  of  Constancy 

What  I  am  saying  is  that  there  is  a 
time  for  getting  out  as  well  as  a  time 
for  staying  and  counting  on  growth 
to  pull  you  through.  Only  the  pro- 
fessional speculator  invariably  will 
walk  away  from  an  earthshaking 
event  with  his  shirt  still  on  his  back, 
albeit  a  little  damp  under  the  arm- 
pits. Meanwhile,  the  believer  in  Amer- 
ica or  Mother  Russia  or  the  Emperor 
or  the  German  mark  is  pressed  into 
oblivion  and  bankruptcy,  not  victim- 
ized by  the  hard  times  but  buried  by 
his  own  dogmatism.  The  reason  for 
investment  failure  then  is  not  lack  oi 
intelligence  or  imagination  or  of  the 
facts,  but  simply  an  inflexible  ap- 
proach that  allows  the  ego  to  con- 
trol the  decision-making  process. 

I  will  describe  the  way  25  million 
or  30  million  people  invest  in  the  mar- 
ket: They  pick  a  name  or  somebod) 
picks  a  name  for  them,  and  then  the) 
become  very  possessive  about  what 
they  own.  Any  kind  of  constancy  is  a 
dreadful  thing.  My  mother  still  owns 
the  U.S.  Steel  stock  she  bought  in 
the  late  Fifties,  because  she  thought 
it  was  a  bargain  with  a  good  dh  i 
dend.  After  all,  wasn't  U.S.  Steel  a 
big  company?  The  countT)  needed 
steel  to  grow,  didn't  it?  The  stock  had 
to  go  up.  What  could  possibly  happen 
to  harm  U.S.  Steel? 

Well,    nothing    happened     to     IN 

Steel.  It  is  still  a  big  company,  and  it 
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ships  a  lot  of  steel  all  over,  except 
the  price  of  its  stock  is  down  maybe 
70%  since  1959  and  its  dividend  is 
halved.  All  the  time  it  was  going 
down  she  was  wishing  it  well  and  fig- 
uring out  what  she  was  going  to  do 
with  the  money  when  her  stock  went 
up.  It  was  too  good  a  company,  and 
she  had  chosen  it  to  do  well  and 
fulfill  her  fantasy  that  anything  with 
U.S.  or  steel  had  to  be  good  and 
grow  and  prosper  and  pay  more  divi- 
dends and  give  her  some  gelt  that  she 
didn't  have  to  work  for  personally. 
My  father  would  curse  U.S.  Steel  as 
if  it  were  a  character  in  a  morality 
play.  "That  son-of-a-bitch,  U.S.  Steel! 
Every  time  I  talk  your  mother  into 
selling,  she  calls  the  broker,  and  she 
changes  her  mind."  But,  after  all,  if 
you  are  emotionally  involved  with 
U.S.  Steel,  you  are  going  to  remain 
faithful  to  the  end  of  time.  Isn't  that 
the  moral  thing  to  do? 

This  single-minded  possessiveness 
about  what  you  own  is  of  course  all 
wrong.  Instead  of  focusing  on  your 
number  and  wishing  it  across  the  fin- 
ish line,  you  should  have  a  stop 
watch  out  and  time  all  the  horses  that 
are  moving  down  the  track.  And  when 
you  find  a  faster  horse,  you  change 
fast,  even  in  mid-stream,  and  forget 
you  ever  owned  another  horse  before 
or  that  it  was  mid-stream.  We  can 
all  be  enlightened  by  an  ancient  Rus- 
sian proverb  that  my  partner  recently 
made  up:  "Better  you  should  wear 
out  your  slippers  dancing  than  have 
your  legs  chopped  off."  Don't  ask  me 
to  interpret  this  for  you. 

Value  Is  a  Dirty  Word 

There  were  so  many  cycles  within" 
cycles  during  the  past  year  that  it  is 
worth  reviewing,  if  only  to  impress 
you  with  our  conviction  that  the  mar- 
ket is  forever  the  great  humbler  of 
the  dogmatic.  The  year  1971  ended 
with  a  glorious  binge.  During  that 
December  everything  was  marked 
up  outrageously,  and  this  set  the  tone 
for  the  opening  months  of  the  new 
year.  Until  April  the  stock  market  in- 
dulged 'itself  at  both  ends  of  the 
spectrum.  The  growth  stocks  boomed, 
and  there  was  a  frenzy  in  the  junk 
stocks  that  hadn't  been  seen  since 
early  in  1969.  It  was  as  if  the  mar- 
ket were  one  huge  serpent.  From 
the  irrepressible  head  darted  a  forked 
tongue  while  the  tail  rattled  and  rat- 
tled. The  body  of  the  serpent  (the 
basic  industrials )  barely  quivered. 

Then,  quite  suddenly,  the  junk 
market  evaporated  in  April,  but  the 
supergrowth  stocks  continued  to  press 
onward.  By  late  spring,  even  I  had 
figured  out  that  Tyrannosaurus  Rex 
(my  name  for  the  big-bank  money 
managers)   held  all  the  cash  flow  go- 


You  don't  have  to  give  up 
control  of  your  portfolio  and 
pay  a  percentage  fee  to  get 
competent  investment  counsel 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
dends— to  someone  to  manage  and  trade  at  his  discretion  on  a  per- 
centage fee  basis,  consider  the  alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel 
and  keep  complete  control  over  your  portfolio.  You  will  issue  buy  and 
sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be  much 
less  than  you. expect. 

The  Babson  organization's  68  years  experience,  indepedent  research 
department,  modern  in-house  computer  plus  individual  attention  to 
your  portfolio,  assure  you  of  unbiased,  professional  investment  counsel 
precisely  suited  to  your  particular  investment  aims  and  needs.  Mail 
this  coupon  for  complete  details. 


iffi*  babson's  reports  inc. 

^^^^  Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 
Founded  in  1904  by  Roger  W.  Babson 

Please  send  information  on  Babson's  Investment  Appraisal  and  Review  Counseling  Service. 
Name . 


Street  &  No. 
City        


Dept.  F-951 
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Zip 
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on 

common 

shares 

The  Board  of  Directors  of 
Columbus  and  Southern 
Ohio  Electric  Company, 
on  December  5,  1972,  de- 
clared a  dividend  of  forty- 
eight  cents  (48* )  per  share 
on  the  outstanding  Com- 
mon Shares  of  the  Corpor- 
ation, payable  on  January 
10,  1973  to  shareholders  of 
record  at  the  close  of  busi- 
ness on  December  26, 1972. 
G.  C.  SHAFER 
Secretary 


COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 
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DIAMOND 

INTER  NATIONAL 

CORPORATION 

.  .  the  Uncommon  Company 

92nd  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
International  Corporation  on  December 
7,  1972,  declared  a  quarterly  dividend 
of  45*  per  share  on  the  Common  Stock, 
payable  February  1,  1973,  to  share- 
owners  of  record  January  2,  1973. 

GEORGE  PASCALE 
Secretary 

PACKAGING  •  PRINTING  •  PAPER 

MACHINERY  SYSTEMS  •  LUMBER 

CONSUMER  PRODUCTS 


FORBES,   JANUARY    1,    1973 


221 


Special  Inftoductoty  Trial  Offer! 

Value  Line  for  the  next 
three  months  for  ^^^r 

only  $25 


(REGULAR 
RATE '49) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 
REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 
SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion"  section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 
MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 
to  be,  you  may  return  the  material  we  send  you  within  30  days 
for  a  full  and  unquestioned  refund  of  your  $25. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

LJ  Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 
]l  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 

Service  for  $189.  Foreign  rates  available  on  request. 


LJ  Payment  enclosed 
^]  Bill  me  for  $189 


If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 

N.Y.  residents  please  add  applicable  sales  tax. 


Signature 

Name  (pleas? 

print) 

Y-16B01 

Address 

City 

Stale 

Zip 

(No  ass 

gnment  of  this 

agreement 
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ing  into  the  market,  and  they  were 
reinforcing  their  positions  in  a  hand- 
ful of  growth  goods.  It  looked  as  if 
things  would  never  change.  During 
the  summer  American  Telephone  went 
begging  at  a  6%  yield  and  staunchly 
traded  below  its  book  value.  Believe 
me,  value  was  a  dirty  word  among 
money  managers. 

And  then  in  the  early  fall  a  spell  of 
rationality  returned.  The  overindulged 
grdwth  segment  topped  out  and  a 
catching-up  process  started  for  the 
basic  industrials.  The  discounting 
function  again  proved  sudden  and 
deadly,  a  product  of  the  overinstitu- 
tionalization  of  markets  that  has  be- 
come a  way  of  life  for  the  money 
managers.  Almost  all  the  market  tech- 
nicians and  professionals  were  insane- 
ly bearish  during  October  just  when 
this  move  was  gathering  steam,  and 
they  were  left  at  the  post. 

Although  I  love  Kissinger's  style,  it 
would  be  too  easy  to  give  Henry  all 
the  credit  for  turning  Wall  Street 
around.  What  really  happened  was 
that  the  consensus  economic  forecast 
for  the  next  12  months  suddenly 
turned  more  optimistic.  The  same 
economists  who  predicted  business 
would  lose  momentum  in  the  second 
half  of  the  year  were  now  shifting 
their  bearishness  to  late  1973. 

An  Old-Time  Rally 

Meanwhile,  down  on  The  Street, 
the  boys  in  the  big  room  at  Salomon 
Bros.,  the  vocal  students  of  the  mon- 
ey market  who  had  forecast  an  old- 
fashioned  credit  crunch,  both  short 
term  and  long  term,  were  rapidly  los- 
ing their  constituency.  Prime  yields 
not  only  refused  to  move  toward  8%, 
but  were  actually  sliding  joyously 
close  to  7%.  In  the  real  world,  pro- 
ductivity gains  began  to  outpace  la- 
bor cost  escalations,  and  consumer 
end-product  demand  was  beginning 
its  steep  ascent.  The  inflation  rate  did 
not  get  out  of  hand,  and  suddenly 
everyone  realized  how  balance  sheets 
on  the  corporate  level  were  much  im- 
proved, and  everyone  seemed  to  be 
living  within  cash  flow.  After  all,  all 
the  corporate  presidents  who  had 
borrowed  prodigally  during  the  Sixties 
had  already  been  forcibly  retired. 

And  so  it  goes.  An  old-fashioned 
Dow  Jones  rally  is  going  on,  and  it 
would  be  a  mistake  to  underestimate 
its  virility  and  longevity.  If  anything, 
there  is  a  large  residue  of  disbeliel 
and  skepticism  thai  tlie  corporate 
giants  can  put  it  all  together. 

Actually,  the  money  management 
focus  on  growth-growth-growth  lias 
forfeited  a  glorious  opportunity  to  the 
faceless  investor,  who  today  can  gorge 
himself  on  low-profile  goods  without 
much  competition  from  the  predators. 
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Tyrannosaurus  Rex  (the  mighty  pen- 
sion funds  and  bank  trusts)  may  not 
be  dead,  but  his  body  has  grown 
far  too  large  for  his  brain,  and  he 
is  feeding  on  the  topmost  leaves 
of  the  growth  tree.  Soon  he  is  going 
to  be  hungry.  There  are  too  many 
money  managers  running  billion-dol- 
lar money  pools  who  still  are  con- 
stitutionally unable  to  consider  buying 
values.  To  them,  General  Motors  and 
American  Telephone  are  forbidden 
foods  in  their  performance  diet.  May- 
be they  don't  know  what's  good  for 
them  anymore. 

The  New  Performers 

Don't  listen  to  the  ecologists  talk- 
ing about  zero  economic  growth, 
about  a  product-saturated  society  and 
about  the  costs  of  cleaning  up  the 
environment,  which  should  be  laid 
at  the  feet  of  General  Motors,  U.S. 
Steel  and  all  that  ilk.  It  will  never 
happen.  There  will  always  be  another 
10  million  guys  in  work  shoes  trying 
to  break  out  of  1 ,200-square-f  oot 
frame  houses  to  the  next  bracket  of 
consumption,  and  they  have  big  eyes 
for  all  kinds  of  goods.  It  will  be  the 
states  and  municipalities  who  some- 
how finance  the  pollution  control  pro- 
grams, if  only  to  keep  factories  from 
relocating  and  employment  rolls  full. 

For  most  major  corporations,  earn- 
ings topped  out  in  1965  or  1966,  and 
the  directors  and  officers  in  the  board- 
rooms now  are  pounding  the  table 
for  results.  Overhead  is  under  control, 
and  productivity  gains  are  impressive 
as  end-product  demand  booms.  The 
day  of  the  big  corporation  is  at  hand 
again,  and  many  earnings  records  are 
going  to  be  made  during  1973.  The 
Dow  will  tack  on  150  points  this  year." 
General  Motors  and  American  Tele- 
phone will  outperform  any  growth 
stock  index  you  care  to  compile,  if  for 
no  other  reason  than  historical.  The 
big  goods  are  much  cheaper  today 
than  they  were  in  the  last  economic 
cycle  in  the  Sixties.  There  are  more 
Dow  Jones  stocks  clustered  around  10 
times  earnings  now  than  there  have 
been  in  many  years,  and  if  the  earn- 
ings come  through  as  they  should, 
relative  Value  will  demand  its  day  in 
the  limelight.  The  gap  will  continue 
to  close  between  value  and  growth 
in  favor  of  value. 

I  am  looking  forward  to  the  mar- 
ket putting  me  to  sleep,  not  from  in- 
action but  from  the  stodgy  familiarity 
of  the  names  which  will  be  making 
the  new-high  list  every  day.  Last  year 
I  was  afraid  to  go  out  to  lunch,  be- 
cause I  might  have  missed  the  rally. 
This  year  I  have  ordered  a  new  couch 
so  I  can  take  a  nice  nappy  after  my 
cookies  and  milk. 

Good  night,  Rex.   ■ 
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THE  WALL  STREET  JOURNAL     39,  40,  41 

Agency:    Batten,  Barton,  Durstine  & 
Osborn,  Inc. 

D     THE  WARNER  &  SWASEY  COMPANY     .  .      3 

Agency:    The   Griswold-E'shleman 
Company 

□  WHITNEY   HARRIS  FINANCIAL 
OPPORTUNITIES    GROUP    201 

Agency:   Gardner  Advertising   Company, 
Incorporated 

:":     DEAN   WITTER   &  CO. 

INCORPORATED    157  &  213 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

XEROX    CORPORATION  26-27 

Agency:    Needham,  Harper  and  Steers 
Advertising,  Inc. 

YOUNG    RADIATOR    COMPANY     124 

Agency:    Bozell  &  Jacobs,  Inc. 


3  million 
square  feet 

of 
office  space 

is  under 
construction 

in  Dallas. 

Is  Dallas 
expecting 
company? 


Yes,  Dallas  is  expecting  company. 
Maybe  yours.  As  the  eighth  largest 
city  in  the  United  States,  Dallas  has  a 
lot  to  offer: 

•  A  business  climate  which  has  moved 
Dallas  up  to  4th  place  among  U.S. 
cities  in  the  number  of  corporate 
headquarters  for  million  dollar  com- 
panies. 

•  108  banks  with  lending  capabilities 
which  make  Dallas  the  most  important 
financial  center  in  the  Southwest. 

•  Transportation  service  in  abundance 
from  59  common  carriers. 

There's  hardly  anything  Dallas 
doesn't  have  .  .  .  unless  it's  you.  And  if 
that  can  be  arranged,  Dallas  Power  & 
Light  Company  wants  to  help. 


DALLAS  POWER  &  LIGHT  COMPANY 

Member  of  Texas  Utilities  Company  System 


CALL  OR  SEND  COUPON  TO:  Don 
Raburn,  Manager,  Industrial  Develop- 
ment, Dallas  Power  &  Light  Company, 
1506  Commerce,  Dallas,  Texas  75201, 
Phone:  (214)  747-4011 


Please  send 

□  Dallas  Fact  Book 

□  Office  Location  Study 

□  I  have  questions;  contact  me 


Name- 
Title— 


B-FS 


Company- 
Address— 

Phone 

City 

State 


-Zip- 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


The   gist   of   New   Year's   Day   is: 
Try  again.  —Frank  Crane 


Seize  this  very  minute!  What  you 
can  do,  or  think  you  can  do,  begin  it! 

—Goethe 


"Now"    is    the    watchword   of   the 
w,ise.  —  Charles  H.  Spurceon 


There  are  only  two  or  three  hu- 
man stories,  and  they  go  on  repeat- 
ing themselves  as  fiercely  as  if  they 
had  never  happened  before. 

— Willa  Cather 


Coming  together  is  a  beginning; 
keeping  together  is  progress;  working 
together  is  success.         —Henry  Ford 


One  of  the  illusions  is  that  the  pres- 
ent hour  is  not  the  critical,  decisive 
hour.  Write  it  in  your  heart  that  ev- 
ery day  is  the  best  day  of  the  year. 

—Ralph  Waldo  Emerson 


There  is  a  thing  called  knowledge 
of  the  world  which  people  do  not 
have  until  they  are  middle  aged.  It 
is  something  which  cannot  be  taught 
to  younger  people  because  it  is  not 
logical  and  does  not  obey  laws  which 
are  constant.  It  has  no  rules. 

-T.  H.  White 


Every  period  of  life  has  its  peculiar 
prejudices;  whoever  saw  old  age  that 
did  not  applaud  the  past  and  con- 
demn the  present  times? 

—Michel  de  Montaigne 


Remember  what  you  possess  in  the 
world  will  be  found  at  the  day  of 
your  death  to  belong  to  others,  but 
what  you  are  will  be  yours  forever. 

—Henry  Van  Dyke 


B.  C.  FORBES 

I  RESOLVE 

To  strive  to  contribute  some- 
thing to  the  world,  its  work  and 
the  people  in  it. 

To  spend  and  be  spent  in 
ivorthy  service. 

To  adhere,  the  best  I  can,  to 
the  Golden  Rule. 

To  philosophize  more,  recall- 
ing always,  when  things  go 
awry,  "This,  too,  will  pass." 

To  try  always  to  see  view- 
points other  than  my  own. 

To  make  humility  and  sim- 
plicity so  much  a  part  of  my- 
self that  I  shall  become  as  a 
child,  as  one  of  those  of  whom 
the  Master  declared,  "For  of 
such  is  the  kingdom  of  heaven." 


You  must  live  in  the  present,  launch 
yourself  on  every  wave,  find  your 
eternity  in  each  moment. 

—Henry  David  Thoreau 


To  live  long  it  is  necessary  to  live 
slowlv.  —Cicero 


If  you  wish  to  be  positive,  which 
means  youthful,  never  speak  of  the 
past  any  more  than  you  can  help. 

— Gelett  Burcess 


Not  once  have  I  sighed  for  child- 
hood and  youth  again. 

—Walter  B.  Pitkin 


You'll  find  as  you  grow  older  that 
you  weren't  born  such  a  very  great 
while  ago  after  all.  The  time  short- 
ens up.      —William  Dean  Howells 


Those  who  compare  the  age  in 
which  their  lot  has  fallen  with  a  gold- 
en age  which  exists  only  in  imagina- 
tion, may  talk  of  degeneracy  and  de- 
cay; but  no  man  who  is  correctly  in- 
formed as  to  the  past  will  be  disposed 
to  take  a  morose  or  desponding  view 
of  the  present. 

—Thomas  Macaulay 


We  make  our  times;   such   as  we 
are,  such  are  the  times. 

—St.  Aucustine 


Progress    implies    resistance— some- 
thing to  work  against. 

—William  Feather 


Speak  of  the  moderns  without  con- 
tempt and  of  the  ancients  without 
idolatry;  judge  them  all  by  their  mer- 
its and  not  by  their  age. 

—Lord  Chesterfield 


Depend  on  this  one  fact:  The  fu- 
ture of  mankind,  peace,  progress  and 
prosperity  must  be  finally  determined 
by  the  extent  to  which  men  can  be 
brought  to  a  state  of  common  and 
honest  understanding. 

—Ralph  C.  Smedley 


Most  good  resolutions  start  too  late 

and  cud  too  soon.  ARNOLD  GLASOW 


A  Text . . . 


Sent  in  by  John  C.  Peart,  Knox- 
ville,  Iowa.  What'9  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


For    there    is    nothing    eoeered,  thai 

shall    not    be    revealed;    neither  hid, 
that  .shall  not  he  knotvn. 

-Luxe  12  2 
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McDonald's 
Hamburglar 


Boodle 
on  a  Bun 


0*c     >    VJ  3WV9Nn»n8 

i  and  awvoNnang 


Western  Electric,like  the  rest 

oi  the  Fortune  500  top  ten, 

has  Excess  Insurance  with  The  Home. 

Pick  up  your  telephone  and 
find  out  why. 


You'll  learn  the  reasons  why 
nearly  one-half  of  all  the  companies 
in  the  Fortune  500  carry  Commercial 
Excess  Coverage  in  The  Home 
of  Insurance. 

Call  your  insurance  broker. 
Or  look  for  your  local  Home  agent 
in  the  Yellow  Pages.  He  is  your 
Commercial  Excess  information 
center. 


OF  INSURANCE 


THE  HC'AB  INSURANCE  COMPANY 

59  M»M«n  i  ?n«»,  New  York,  W.Y.  10038 

Affiliates  The  Home  Indemnity  Company 

City  Insurance  Company 

Federal  Life  and  Casualty  Company 

Peoples-Home  Life  Insurance  Company  of  Indiana 

Seaboard  Surety  Company 


Introducing 


BURLING^ 
JAN  16  1973 


THE  INVESTORS  BOOK  CE.UB 

For  the  investor  who  is  not  interested  in  learning 
through  trial  and  error 


What  makes  a  steadily  successful  investor  over 
the  long  term?  Knowing  sound  investment  prac- 
tice, how  to  interpret  economic  trends,  under- 
standing meaningful  differences  in  investment 
strategy.  All  hard-to-come-by  information,  ob- 
tainable only  from  dozens  of  different  sources. 

We've  put  it  all  together  for  you  — one  source, 
the  best  books  on  each  subject— from  com- 
modity futures  to  country  property,  from  stock 
market  management  to  managing  your  broker. 


As  new  and  important  books  come  out,  we'll 
have  them  for  you.  We  choose  what's  good  in 
every  area;  you  choose  the  area  that  interests 
you.  All  at  substantial  discounts. 

If  you  operate  best  on  hot  tips,  "inside"  infor- 
mation or  instinct,  we  wish  you  well.  If  you 
prefer  to  operate  on  hard  information,  we  have 
a  suggestion:  before  you  invest  another  cent, 
invest  $3.95  for  your  first  three  books  in  THE 
INVESTORS  BOOK  CLUB. 


Take  any  3  books  (values  to  $39.60)  all  for  only  $3.95 

if  you  join  now  and  agree  to  take  only  3  more  books 
at  member  discount  prices  during  the  next  12  months 


(retail  prices  shown) 

87180.  WHY  MOST  INVESTORS  ARE  MOSTLY 
WRONG  MOST  OF  THE  TIME.  William  X.  Schqin- 
man.  A  myth-shattering  report.  Read  it  before  you 
make  your  next  investment.  $10.00 

r910.  THE  70S  CRASH  AND   HOW  TO  SURVIVE 

iT.  John  F.  Lawrence  and  Paul  E.  Steiger.  Wallop- 
ing tale  of  the  late  lamented  performance  craze. 
"Fascinating  account  of  some  of  the  corporate 
d  brokerage  house  shenanigans  that  helped  to 
drive  many  stocks  skyward  in  the  60s."—  N.Y. 
Times.  $6.95 

7050.  BUSINESS  ADVENTURES.  John  Brooks, 
jne  of  our  sharpest  business  reporters  gives  you 
an  intimate  look  at  some  of  the  most  dramatic 
business  episodes  of  the  last  decade.  "Brooks 
is  among  the  best!"  —  'Adam  Smith'  $10.00 

J0710.  STOCK  MARKET  BEHAVIOR:  The  Tech- 
nical   Approach    to    Understanding    Wall    Street. 

HarveyA.  Krow.  The  technical  tools  used  by  pro- 
visionals to  achieve  superior  investment  per- 
"■rmance  —  tools  that  can  be  used  successfully 
y  the  layman.  $10.00 

37171.  BUYING  COUNTRY  PROPERTY/SQUEEZE 
T  TILL  THE  EAGLE  GRINS:  How  to  Spend,  Save 

ind  Enjoy  Your  Money.  A  wealth  of  expertise  and 
ound   advice   from   one   of  the   most   successful 

country    real    estate    firms    in    America  .  .  .  Plus 

an  irreverent  fiscal  primer  on  how  to  channel  in- 
ome  into  capital.  The  two  books  count  as  one. 

$13.90 

55810.  THE  INTELLIGENT  INVESTOR.  Fourth  Re- 
vised Edition.  Benjamin  Graham.  The  classic  and 

^dispensable  guide,  newly  revised  and  updated. 

"overs  all  aspects  of  investing:  bonds,  inflation, 
tensive  versus  enterprising  investing,  etc.  $7.95 

"!590.    A    FINANCIAL    GUIDE    FOR    THE    SELF- 

MPLOYED.  John  Ellis.  A  complete  guide.  Deals 

detail   with   insurance   problems,   taxes,   plans 

or  retirement  and  much  more.  $7.50 


53811.  HOW  TO  KEEP  WHAT  YOU  HAVE,  Or, 
WHAT  YOUR  BROKER  NEVER  TOLD  YOU.  Charles 
Neal.  Clearly  shows  how  te  understand  your  own 
investing  position  in  order  to  know  when  your 
broker  is  leading  you  astray,  when  to  get  out, 
etc  $7.95 

73640.    REAL   ESTATE    INVESTMENT   STRATEGY. 

Maury  Seldin  and  Richard  H.  Swesnik.  How  to 
make  money  in  building  and  land.  $10.75 

59890.  MANAGEMENT  GUIDE  TO  MERGERS 
AND  ACQUISITIONS.  Edited  by  John  L.  Harvey 
and  Albert  Newgarden.  A  gold  mine  of  vital,  prac- 
tical information  $14.95 

78470.  SHAKING  THE  MONEY  TREE:  How  to  Find 
New    Growth    Opportunities    in    Common    Stocks. 

Winthrop  Knowlton  and  John  L.  Furth.  Shows  how 
to  recognize  those  firms  that  are  natural  "money 
trees"  —  and  how  to  shake  them  with  pleasant 
results.  $7.50 

39831.  A  COMPLETE  GUIDE  TO  MAKING  A  PUB- 
LIC STOCK  OFFERING.  Second  Edition.  Elmer  L. 
Winter.  The  latest  edition  of  the  classic  source- 
book, containing  all  the  techniques,  plans  and 
procedures  a  company  needs  to  know  when 
making  a  public  stock  offering.  Counts  as  2  ot 
your  3  books.  $22.50 


34470.  THE  ART  OF  INVESTING.  Philipp  H.  Loh- 
man.  The  man  who  trains  the  experts  shows  you 
when  and  how  to  buy  and  sell,  and  how  to  handle 
taxes  on  profits.  Sound  and  sober.  $8.95 

50710.  THE  GREAT  EXECUTIVE  DREAM:  The  First 
Myth  of  Management  Is  that  It  Exists.  Robert 
Heller.  The  men  at  the  top,  the  myths  that  operate, 
heart-rending  examples  of  executive  error,  and 
ways  to  avoid  booby  traps.  $7.95 


55570.  INSTITUTIONAL  INVESTING.  Charles  D. 
Ellis.  Explores  the  most  useful  concepts,  pro- 
grams and  techniques  used  by  professional  in- 
vestment managers.  For  the  pro,  advanced  stu- 
dent, or  those  looking  to  choose  investment  man- 
agers. $9.95 

43300.  ECONOMIST  ON  WALL  STREET.  Peter 
Bernstein.  A  prophet  who  correctly  predicted  the 
current  market  when  things  were  wild  explains 
the  dynamics  of  the  market.  Plus  considerable 
practical  wisdom  on  stocks,  mergers,  the  value 
of  money,  etc.  $6.95 

32430.  THE  AGE  OF  DISCONTINUITY.  Peter 
Drucker.  One  of  our  most  important  business 
commentators  and  analysts  tells  how  the  new 
forces  in  economics,  technology,  and  politics 
are  drastically  affecting  business  —  and  altering 
society   in  general.  $7.95 

88130.  YOU  AND  YOUR  MONEY:  A  Survival  Guide 
to  the  Controlled  Economy.  Eliot  Janeway.  The 
prestigious  Janeway  gives  you  sound  dollars  and 
sense  on  your  personal  finance  questions,  in- 
vestment, etc.,  and  a  searching  critique  of  Nixon's 
economic  policies.  $5.95 

j—  —  —MEMBERSHIP  APPLICATION—  —  — | 
The  Investors  Book  Club  D-01L 

Riverside,  N.J.  08075 

Upon  acceptance  of  this  order,  please  enroll 
me  as  a  member  and  send  the  3  books  I  have 
Indicated.  Bill  me  only  $3.95,  plus  postage  and 
handling.  If  not  delig"ited,  I  will  return  all 
books  within  ten  days  and  this  membership 
will  be  cancelled. 

As  a  member.  I  need  accept  only  three  more 
selections  during  the  next  12  months  at  re- 
duced member  prices,  plus  postage  and  handl- 
ing. Savings  range  up  to  30';  and  occasionally 
even  more.  I  understand  that  I  will  receive 
free  advance  Reviews  which  fully  describe 
each  month's  Main  Selection  and  Alternates. 
If  I  wish  the  Main  Selection,  I  need  do  noth- 
ing and  it  will  be  sent  automatically.  If  I 
prefer  an  Alternate — or  no  book  at  at  all — I 
need  only  return  the  convenient  reply  card 
you  send  me  by  the  date  specified.  Send  no 
money    Members  are  billed  when  books  arrive. 

3  books  for  $3.95.  (write  in  numbers) 


(Some  expensive  books  count  as  2  choices.) 
Name 


Arldn  ss . 


City. 


.  Ziy. 


(Offer   good  in   Continental   U.S.   and   Canada 
only.  Prices  slightly  higher  in  Canada. 

L  _______  —  —  .-  —  —  _-•  J 


A  few  words  about 

computerized  car  reservations 

from  the  people  who 

introduced  them. 


a 


*    ^fe 


Rfe  . 


Lately,  some  other  car  rental  companies 
ave  been  making  a  lot  of  noise  about      a/* 
leir  new  computers .  <<  •> 

At  National  Car  Rental ,  we  find  this    ^S 
ightly  amusing. 

Because  way  back  in  1968,  when  those 
ther  outfits  still  had  their  old-fashioned 
jservation  systems,  we  installed  our  first 
jmputerized  reservation  system. 

Keeping  track  of  37,000  cars. 

We  can  point  an  electronic  finger  at  every 
ne  of  the  37,000  cars  in  our  fleet.  It  works 
us  way:  You  call  our  toll  free  number 
t's  800-328-4567)*  and  a  specially-trained 
jservations  girl  in  Minneapolis  answers, 
he's  a  friendly  voice  that's  vitally  interested 
l  getting  you  a  car  when  and  where  you 
^ant  it. 

While  she  talks  to  you  she  relays  your 


request  to  our  computer 
through  a  television-like  device. 
The  computer  has  the  answers— 
it's  wired  into  our  rental  offices  all  over 
America.  You  want  a  medium-sized  car  in 
Savannah  this  Wednesday?  Faster  than  you 
can  say  "cathode  ray  tube"  the  computer 
flashes  the  car's  availability.  "Yes  Sir,  I  can 
confirm  that','  is  our  girl's  usual  answer. 

What  if  we're  out  of  cars? 

Suppose  the  computer  says  all  our  cars 
are  spoken  for,  then  what? 

Then  you  don't  get  a  reservation.  Instead, 
our  girl  can  put 
you  on  our  wait 
list  and  confirm 
your  reservation 
later  if  a  car  be- 
comes available. 


But  no  car,  no  promise  from  us.  No  false 
sense  of  security  for  you. 

We  know  what  the  car  renter  wants. 

Our  reservation  system  is  a  sophisticated, 
complex  oj)crat ion  that  required  pains- 
taking planning  and  development .  It  works 
smoothly;  it's  easy  to  use.  But  then,  we've 
had  almost  five  years  to  iron  out  the  kinks'. 

We  did  it  because  we  know  that  every 
traveler  needs  a  surefire  way  to  gel  the  typi 
dI  <;ii  he  wants,  when  and  where  he  wants 
it.  (In  addition  to  the  U.S.,  we  can  also  con- 
firm reservations  at  National  offices  in  57 
countries  worldwide.) 

At  National  we've  got  new  GM  cars  and 
S&H  Green  Stampstgoing  for  us.  ( )ur 

computerized  n 
ervatian  system 
makes  sure  the]  i 
going  for  you. 


lational  Car  Rental  System,  Inc..  1972  (in  Canada  itsTilden  Rent-A-Car). 
1  Minnesota  call  612-830-2345  collect.  tOn  all  U  S.  rentals. 


We  take  reservations  seriously. 
Take  advantage  of  us. 


COMPANY  INDEX 

A  &  W  Intl  10 

Acme    Markets    .'. 54 

Alberto-Culver    12 

Allis-Chalmers    48 

Amerada    Hess    22 

American   Airlines  52 

Amer-/So  African  Investment  Co....  60 

Anaconda     52 

Atlantio  Richfield  22,  38 

Avco    Corp    25 

Avon     54 

Barnett  Banks  of   Florida  21 

Bausch  &  Lomb  52,  54 

Bentley    Labs    58 

Boeing  20 

Boston  Gas  36,  37 

British    Petroleum   38 

Burlington  Northern  52 

Burroughs    58 

Calpis     Food     61 

Canadian    Pacific    52 

Carolina  Power  &   Light  36 

Chase  Manhattan  Bank  12 

Chrysler    48 

Cities  Service  22 

Citrus  First  of  Leesburg  21 

Coastal    State*    Gas    58 

Coca-Cola  54 

Conoco    38 

Crown  Zellerbach  52 

Deere  &  Co  54 

Delta   Air    Lines   52 

Detroit   Edison   36 

Walt    Disney   Prods  21,   54 

Dow   Chemical    46 

Eastern   Gas  &   Fuel  36 

Eastman    Kodak    54 

Ethyl    Corp    47 

Ferro   Corp    48 

Fiat   62 

First  at  Orlando  Corp  21 

First    National    Bank  at  Orlando     21 

Florida  National  21 

Food    Fair    54 

Ford   Motor  10,  48,  62 

Fuqua    Inds    34 

Gable    Inds   34 

General    Development  52 

General   Dynamic*  20 

General   Motor*  48,  58 

Getty   Oil   31 

Grand  Union  54 

Great  A  A.  P  Tea 54 

Grumman    19 

Gulf  It   Western    59 

Gulf  Oil  22,  31 

James  Neal   Harvey,  Inc  12 

Heineken     61 

Hewlett-Packard  20 

Horizon   Land  58 

Indian    Head    54 

Inspiration    Con    Copper   52 

International    Flavors  54 

International     Harvester    54 

International     Investor*,    Inc    60 

International  Paper  52,  54 

ITT     58 

Japan  Fund  60 

Howard  Johnson  Co  30 

Johnson    4.   Johnson   54 

Kennecott    Copper   52 

Kentucky  Fried  Chicken 10,  27 

Walter  Kidde  59 

Kimberly-Clark    52 

S.S.    Kresge  54 

L-T-V  Aerospace  20 

Levitz  Furniture  52,  54 

Lockheed  20 

McCulloch    Oil    52 

MoDonald'i  10.  24.  26.  27,  54 

McDonnell    Douglas  19 

MGIC    54 

Magma    Power   31 

Marcor    54 

Maremont  Corp  22 

Massey- Ferguson    48 

Midland  Enterprise* 37 

Mitsukoshi    61 

Mobil   Oil   22,  31 

Munford.    Inc    22 

Northrop  19 

Northwest  Airlines  52 

Northwest    Inds    59 

Occidental    Petroleum    38 

PPG    Industrie*  54 

Pacific   Gas   £.    Electric   31.   46 

Pan   American   World   Airways  16,   52 

Penn    Fruit   54 

J.C.    Penney    22 

Perkins   Engine*  Group,   Ltd 48 

Petrofina  S.A 38.  61 

Phillips    Petroleum    22.   31,   38 

Pittston     54 

Pizza  Hut  10 

Pratt  &  Whitney  20 

T.    Rowe  Price  61 

Provident  Life  4.  Accident  Ins  62 
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As  practical  as  we  could  make  it  for  any  busi- 
nessman thinking  about  opening  new  business 
frontiers  in  Canada  . . . 

As  practical  as  60  pages  and  more,  of  hard-core 
answers  to  most  of  the  hard-core  questions  we've 
been  asked  to  answer  for  well  over  a  century. 

Questions  about  organizing  and  planning  and 
manufacture  and  sales  . . .  about  fees  and  taxes, 
and  kinds  of  companies  you  can  form . . .  about 
international  trade  agreements  and  tariffs,  labour 
legislation  —  and  just  about  anything  you  really 
should  know  about  —  even  to  moving  your  own 
family  North. 


If  you'd  like  a  copy  of  "Doing  Business  in 
Canada" — it's  practically  yours. 
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Side  Lines 


G.  Weiner 


On-the-Job  Trainee 

Gertrude  Weiner's  story  is  as  warm  and  inspir- 
ing as  any  success  tale  we've  ever  told  in  the  pages  of 
Forres.  Since  it  is  a  lady  we're  talking  about,  we'll 
be  a  bit  vague  on  the  dates,  but  the  story  begins 
quite  a  while  ago  on  New  York's  Lower  East  Side. 
Born  there  to  immigrant  parents,  she  graduated  from 
Public  School  44  in  the  Bronx.  Those  eight  years 
of  grammar  school,  plus  five  months  of  business 
school,  were  her  entire  formal  education.  Forbes 
magazine  was  very  young  (we're  55-plus  now)  when 
Miss  Weiner  was  hired  at  $12  a  week  typing  sub- 
scription forms;  within  six  months  the  teenage  girl 
was  made  head  of  the  department  and  raised— to 
$20  a  week!  Like  many  businessmen  then,  Founder 
B.C.  Forbes  had  a  male  secretary,  but  sometimes  Miss  Weiner  filled  in 
for  him.  "It  was  then,"  she  recalls,  "that  my  real  education  began. 

"Sometimes  I  would  take  my  transcription  notebook  home  with  me 
and  transcribe  it  into  longhand  for  the  next  day.  My  dad  would  read 
me  the  editorials  while  I  took  them  down  in  shorthand.  I  didn't  always 
understand  Mr.  Forbes'  words,  but  I  was  anxious  to  learn." 

Learn  Miss  Weiner  did.  Within  a  few  years  she  became  B.C. 
Forbes'  personal  secretary,  taking  in  shorthand  his  accounts  of  the 
great  men  and  events  of  U.S.  business.  "With  the  late  George  Wolf," 
she  remembers,  "I  also  did  all  the  research,  proofreading  and  copy 
editing  for  the  magazine  in  the  early  days."  As  the  magazine  grew, 
she  was  promoted  to  Assistant  to  the  Publisher.  When  Forres  went 
into  book  publishing  for  a  time,  Miss  Weiner  did  much  of  the  editing 
and  wrote  many  of  the  introductions. 

Miss  Weiner,  in  short,  was  an  example  of  the  best  on-the-job  train- 
ing. "Where  do  you  think  I  learned  all  these  things?"  she  asks  rhetor- 
ically. "In  eight  years  of  grammar  school?  No,  here  on  the  job." 

Later  still,  Miss  Weiner  was  appointed  secretary-treasurer  of  the 
company.  When  she  was  listed  on  the  masthead,  it  was  as  "G.  Weiner." 
We  asked  her  why.  "Because  we  were  a  small,  struggling  company," 
she  explained,  "and  in  those  days  women  weren't  supposed  to  be  im- 
portant in  business.  We  figured  it  wouldn't  do  to  tell  the  world  that  a 
third  of  our  top  executives  were— was— a  woman." 

In  later  years  Miss  Weiner's  official  duties  were  chiefly  in  the  ex- 
ecutive offices  of  this  growing  company,  but  her  official  duties  were 
not  her  whole  job.  More  than  a  link  with  the  past,  Miss  Weiner  has 
been  a  kind  of  Forres  conscience,  enabling  us  to  keep  a  small-company 
touch  even  after  we  had  grown  much  larger.  "My  shoulder,"  she  said 
recently,  "is  ready  for  anyone  who  wants  to  cry  on  it,  and  I  do  my 
best  to  stop  the  tears." 

We  won't  take  up  space  to  list  all  of  Miss  Weiner's  public  activities, 
her  good  deeds.  We'll  end  by  mentioning  that  with  this  issue— for  the 
first  time  in  decades— the  name  G.  Weiner  will  not  appear  on  the 
masthead:  Miss  Weiner  retired  as  of  Dec.  31,  1972.  She  did  so  in  a 
characteristic  way,  by  walking  into  President  Malcolm  Forbes'  office 
and  announcing,  "Malcolm,  I've  been  here  long  enough." 

Retirement?  Well,  maybe  that  isn't  quite  the  right  word.  Miss  Weiner 
will  be  living  in  her  new  home  in  Palm  Springs,  Calif.,  but  we 
expect  to  continue  seeing  a  good  deal  of  her.  Miss  Weiner  and 
Forres  have  been  part  of  each  other  too  long  for  real  goodbyes.  ■ 
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FOREIGN 


Roof  Beer  Diplomacy 

At  last,  120  years  after  Com- 
modore Perry's  expedition,  root 
beer  has  come  to  Japan.  A&W 
International,  the  fast-food  arm  of 
United  Brands,  last  month  opened 
its  first  Japanese  outlet,  in  down- 
town Kobe.  A&W  has  master-fran- 
chised  a  joint  venture  of  two  Jap- 
anese companies,  whose  goal  is  to 
open  103  A&W  hamburger  and  root 
beer  outlets  within  five  years.  In 
moving  into  Japan,  A&W  will  be 
competing  with  McDonald's,  Ken- 
tucky Fried  Chicken  and  Pizza  Hut. 
A&W's  next  target:  Australia. 

Yanqui,  Come  Here! 

Ford  Motor  Co.'s  decision  to 
build  an  auto  plant  in  Spain  has 
touched  off  a  rush  of  offers  of  free 
sites  and  tax  incentives  by  com- 
munities there  that  must  remind 
Ford  executives  of  the  good  old 
days  back  home.  Among  the  reac- 
tions was  the  delivery  of  70,000 
letters  from  the  local  populace  of 
Talavera  to  the  U.S.  Embassy  in 
Madrid  urging  Ford  to  locate  in 
their  town.  More  ingenious  was  the 
Mayor  of  Seville,  who  asked  the 
Mayor  of  Kansas  City,  Seville's 
"sister  city,"  to  back  his  city's  bid 
in  Detroit. 


BUSINESS 


Bureaucratic  Bonanza 

From  1961  to  1971  the  num- 
ber of  state-local  government  em- 
ployees rose  about  four  times  as 
fast  as  the  population,  and  their 
pay  increased  at  almost  13  times 
the  population's  10%  growth  rate, 
the  Tax  Foundation  Study  Group 
says.  The  number  of  state-local 
workers  rose  during  the  decade 
from  5.8  million  to  8.8  million— or 
by  52%.  The  monthly  cost  during 
the  period  rose  from  $2.4  billion 
to  $6.4  billion,  or  by  167%. 

Burial  Postponed 

Recent  Soviet  computer  studies 
of  the  future  U.S.  economy  are 
shooting  holes  in  Nikita  Khrush- 
chev's old  promise  to  bury  us.  The 
Russians  believe  the  U.S.  will  con- 
tinue to  be  a  dominant  economic 


force— with  a  real  annual  growth 
rate  of  4%— at  least  through  the 
year  2000.  The  chance  of  another 
Depression  like  that  of  the  1930s 
is  nil,  they  say.  The  Soviets  also 
forecast  milder  U.S.  business  cy- 
cles, a  strongly  favorable  balance 
of  trade  and  a  bigger  role  by  the 
Government  in  controlling  the 
economy.  The  only  dangers  ahead: 
continuing  inflation  and  a  loss,  but 
only  temporarily,  of  economic  lead- 
ership to  Japan. 

Understatement 

In  the  50th  anniversary  message 
from  Weeden  &  Co.  comes  this 
comment  on  the  1929  crash:  "We 
survived  1929,  a  year  of  sudden 
and  disquieting  weakness  in  the 
stock  market.  .  .  ." 

Winner's  Prize 

The  use  of  incentive  travel,  or 
bonus  trips  to  reward  high-per- 
forming salesmen  and  other  em- 
ployees, is  expected  to  double  to  a 
total  of  some  $350  million  during 
1973.  Favored  spots  for  a  visit  in- 
clude London,  Puerto  Rico  and 
Paris,  but  new  offbeat  destinations 
in  the  South  Pacific,  South  Ameri- 
ca and  Africa  are  becoming  more 
popular  as  the  number  of  trips 
offered  grows.   ° 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager. 
FORBES,  60  Fifth  Avenue, 
New  York.  N.Y.  10011 


ATTACH  PRESENT 
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Two  years  ago  the  word  was  out 
that  Florida  was  not  encouraging 
new  industry. 
True. 

We  in  Florida  had  our  reasons.  They  ranged  from  our  State's  too- 
rapid  growth  to  the  need  to  update  our  environmental  laws.  Florida  did 
not  want  to  suffocate  from  prosperity.  We  had  no  choice  other  than  to 
take  stock  and  plan  for  orderly  growth. 

So  we  did  sit  back  and  we  did  take  stock.  We  checked  all  phases  of 
our  environmental  laws.  Passed  new  laws  that  were  needed  —  repealed 
those  that  were  outdated.  Our  communities  delved  deeply  into  zoning  laws 
as  they  pertained  to  density  growth  and  the  friction  between  industrial 
and  residential  areas.  The  educational  people  took  a  good  hard  look  at 
their  school  systems  from  elementary  schools 
through  to  institutes  of  higher  learning  and 
vocational  training  schools.  Roads 
and  transportation  were  thoroughly 
scrutinized.  Utility  companies  did 
growth  studies,  projections  planning 
and  are  meeting  Florida's  needs. 

Florida  did  its  homework  for  its 
own  good  —  for  industry's  good. 
Florida  has  planned  for  you.  And 
now  we're  saying  to  industry... 
Florida  invites  your  inquiry. 

WRITE  TO:  GOV.  REUBIN  O'D.  ASKEW 
FLORIDA  DEPARTMENT  OF  COMMERCE 
COLLINS  BUILDING,  ROOM  471 
TALLAHASSEE,  FLORIDA  32304 
OR  CALL  A/C  904-224-1215 


FMMKIMI 

COMPATIBILITY  BETWEEN  ENVIRONMENT  AND  INDUSTRY 


Where  will  IU 
get  its  second  billion? 


Where  it  got  its  first  From  three 
major  growth  markets  —  energy, 
transportation/distribution  and 
environmental  management  By 
operating  a  limited  number  of 
complementary  businesses  balanced 
to  produce  maximum  return 
with  reasonable  risk. 

During  the  past  10  years,  IU 
earnings  per  share  have  grown  at  a 
compound  annual  rate  of  better  than 


15%,  and  shareholder  equity  has 
increased  by  an  even  greater  amount 
What's  more,  IU  has  paid  higher 
dividends  for  28  consecutive  years. 
This  record  of  above-average  results 
speaks  for  itself. 

For  a  copy  of  "Meet  the  Men 
Who  Manage  IU,"  and  our  latest 
financial  report,  write  IU  Corporate 
Affairs,  1500  Walnut  Street, 
Philadelphia,  Pennsylvania  19102. 


m 

International 


DIVERSIFIED  IN  WORLDWIDE  ENERGY,  TRANSPORTATION/ DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


beagram  Distillers  Company,  New  York,  N.Y.  90  Proof.  Distilled  Dry  Gin.  Distilled  from  American  Grain. 
12 


READERS  SAY 


If 


Sm:  We  at  Alberto-Culver  were  happy 
to  receive  your  reporter.  We  might  have 
been  less  cooperative  if  she  had  dropped 
any  hint  of  what  she  had  in  mind:  a 
somewhat  fanciful  article  to  establish 
that  the  company  is  completely  domi- 
nated by  a  husband  and  wife  team 
(Dec.  15).  If  [Editor's  italics]  Mrs.  La- 
vin  or  I,  or  both  of  us,  had  to  absent  our- 
selves for  six  months,  or  a  year  or  longer, 
these  executives  would  carry  on  the 
company's  affairs  as  efficiently  as  if  we 
were  at  our  desks. 

—Leonard  H.  Lavin 

President, 

Alberto-Culver  Co. 

Melrose  Park,  111. 

Sm:  We  must  vigorously  protest  your 
statement  that  Alberto's  promotion  is  re- 
sponsible for  the  success  of  the  balsam 
"idea."  Our  client,  the  Wella  Corp.,  first 
introduced  Wella  Balsam  Instant  Hair 
Conditioner  in  beauty  salons  with  suc- 
cess. In  1969  Wella  expanded  Wella 
Balsam  into  retail  distribution  (also  a 
first),  and  again  with  such  success  that 
the  imitators  soon  followed.  Of  impor- 
tance to  Wella's  success  has  been  Wella's 
strong  promotion  efforts. 

—James  N.  Harvey 

James  Neal  Harvey,  Inc. 

New  York,  N.Y. 

Mind  Your  Own  Business.' 

Sir:  Re  the  Chase  Manhattan  Bank's 
change  of  personnel  (Fact  dr  Comment, 
Dec.  1):  It  is  apparent  you  had  no 
knowledge  of  the  facts;  secondly,  it  real- 
ly is  none  of  your  business  and  thirdly, 
and  most  important,  you  have  done  ir- 
reparable harm,  in  the  minds  of  nu- 
merous of  your  readers,  to  a  great  bank 
headed  by  an  important  and  worthy  cit- 
izen of  our  country. 

—Percy  J.  Ebbott 
New  York,  N.Y. 

Reader  Ebbott  is  a  former  president 
( 1949-55 )  and  a  former  vice  chairman 
(1955-56)  of  Chase  Manhattan-ED. 

MSF,  Superstar? 

Sir:  For  years  I've  read  those  pro- 
nouncements of  yours,  critical,  dictato- 
rial, supercilious,  didactical,  upgrading, 
downgrading,  and  all  the  other  adjec- 
tives good  or  bad  you  wish,  until  I've 
had  to  conclude  that  God's  elder  broth- 
er, carrying  the  initials  MSF,  is  alive  and 
well.  I  just  want  to  look  at  you. 

— James  BabrinCI  H 
Oakham,  Mass. 

Acceptance  Controls 

Sm:    There   is   nothing   in    the   regula- 
tions    governing     investment     operations 
that  says   a   fund   must   accept   an   order 
(The  Funds,   Dec.  15).  The   extent  to 
(Continued  on  page  62) 

FORBES,   JANUARY   15,    1973 


GFs  new  Mark  III 

gives  you 

real  control  of 

time-sharing  costs 


If  you  think  time-sharing  is  a  good  thing 
gone  wild,  we  have  a  way  to  tame  it. 
It's  General  Electric  s  Mark  III. 

Mark  III  is  not  just  another  time-sharing  system, 
but  a  new  approach  to  information  processing. 
It's  a  single,  unified  service  that  combines  the 
response  of  interactive  time-sharing,  the 
economy  of  remote  batch  processing,  and  the 
reach  of  a  worldwide  communications  network. 

Mark  III  has  a  comprehensive  budget  control 
system  that  lets  you  allocate  computing  dollars  — 
by  project,  department,  individual  — tailored  to 
your  needs.  It  will  automatically  administer  the 
allocations.  And  even  give  you  daily  reports 
at  your  own  terminal. 

Mark  III  not  only  helps  you  control  costs,  but 
actually  reduce  them.  You  can  save  one-half  or 
more  of  your  processing  costs  just  by  moving  your 
time-sharing  programs  into  remote  batch  operation. 

Mark  III  is  an  integrated  network  of 


nearly  100  interconnected  computers. 
With  a  network  this  size,  each  computer 
performs  that  task  for  which  it's  best  suited  — 
communications,  interactive  time-sharing. 
or  batch  processing.  The  result  is  a  service 
that  can  tackle  all  your  computing  easily, 
reliably,  and  economically. 

General  Electric  was  first  to  introduce 
time-sharing  service  in  1965.  First  to  establish 
an  international  information  processing  network 
linking  over  250  locations  in  North  America  and 
Europe.  And  now,  with  Mark  III.  first  to  put  you 
in  real  control  of  your  computing  dollars. 

If  you're  a  Mark  II  user.  Mark  III  offers  you 
major  new  features  and  is  fully  compatible.  If 
you're  not.  it's  time  to  make  a  serious  comparison 
of  Mark  III  with  whatever  information  service 
you  now  use.  Take  control.  Phone  800-638-0971 
or  write  us  at  7735  Old  Georgetown  Rd.. 
Bethesda.  Md..  20014.  We're  ready  to  help. 


GENERAL 


ELECTRIC 


WORLD  LEADER 
IN  INFORMATION 
SERVICES 


Your  dream  house. 

You  can  build  it  with  our  materials. 

Decorate  it  with  our  furnishings. 

And  even  write  home  about  it  on  our  paper 


We're  Champion  International. 

We  provide  a  wide  range  of  quality  products  and 
services. 

For  example:  U.S.  Plywood  prefinished  paneling  and 
siding,  fine  furniture  by  Drexel  and  Heritage,  Trend 
carpeting,  Weldwood  adhesives,  DairyPak  milk 
cartons,  printing  and  writing  papers  by  Champion. 

Many  of  these  are  household  products  that  have 
become  household  names. 


Why?  Excellence. 

We  want  you  to  be  as  proud  to  live  with  the  things 
we  make  as  we  are  to  make  them. 

Now.  And  in  the  future. 

As  we  grow,  we're  determined  that  the  Champion 
International  of  the  future  will  reflect  the  same 
character  and  quality  that  it  does  today. 

Only  more  so. 


Champion  International 


Building  Materials:  U  S  Plywood.  Lewers  &  Cooke.  Del-Mar;  Roberts  Consolidated.  Chemware.  Setterstix.  Weldwood  of  Canada 

Paper  and  Allied  Products:  Champion  Papers.  Champion  Packages.  Champion  Papel  e  Celulose,  S  A  .  DairyPak,  Federal  Envelope.  Federal  Office  Products,  Intermills.  S.A.;  Nationwide  Papers 

Furnishings:  Drexel  Furniture,  Heritage  Furniture;  Meadowcraft,  Trend  Mills 

International  Trade  Division      •      For  more  information,  write  to  Champion  International  Corporation,  Public  Affairs  Dept..  777  Third  Ave.  New  York,  NY  10017.      •      NYSE  ticker  symbol  CHA 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


A  Question — and  the  Answer: 

WHO  TAKES  THE  PRESIDENTIAL   OATH  FOUR  YEARS  FROM  NOW? 


With  it  reasonably  certain  who  will  be  inaugurated 
President  a  few  days  from  now,  speculative  interest  has 
turned  to  the  question  of  Who's  Next.  Since  Forbes'  read- 
ers are  accustomed,  when  not  deciding  matters  themselves, 
to  finding  out  what's  going  on  now  and  what  is  likely  to 
be  happening  in  the  foreseeable  future,  we  thought  they'd 
like  to  know  the  answer.  (For  some  people,  four  years 
down  the  road  might  not  be  considered  foreseeable,  but 
not  for  Fearless  Forbes. ) 

In  1976  the  Republican  nomination  will  go  (on  the 
first  ballot,  yet)  to  Spiro  Agnew— despite  spirited  attempts 
by  Illinois  Senator  Charles  Percy  to  convince,  in  primaries 


and  smoke-filled  rooms,  the  Republican  Nomination  Deter- 
miners that  it  will  take  a  more  liberal  nominee  to  have 
a  chance  against  the  Democratic  candidate  .  . . 

. . .  who  will  be  (on  the  first  ballot  and  by  acclamation) 
Senator  Edward  Kennedy. 

The  winner  and  the  next  President  of  the  United  States? 

Ted  Kennedy— and  by  a  considerably  wider  margin  than 
his  brother  Jack's  when  he  nosed  out  Richard  Nixon  in  1960. 

#      *      * 

Before  you  start  writing  me  angry  letters  about  why 
this  script  shouldn't  happen,  please  remember  it's  not  a 
statement  of  what  should  happen  but  of  what  will  happen. 


DANGEROUS,   MIGHTY  DANGEROUS 


At  this  writing,  four  reporters  have  so  far  gone  to  jail 
for  refusing  to  disclose  sources  of  information  and  11 
others  are  under  the  gun  from  courts  to  reveal  information 
given  to  them  in  confidence. 

It  was  a  five-four  decision  by  this  Supreme  Court  last 
summer  which  ruled  that  the  First  Amendment  no  longer 
allows  reporters  to  withhold  names  of  confidential  sources 
or  not  to  testify  about  criminal  acts  that  they  had  been 
told  about  in  confidence. 

This  grave  new  limitation  to  the  First  Amendment  poses 
a  danger  of  the  first  magnitude  to  press  freedom  in  this 
country.  No  matter  how  mad  you  may  get  at  abuses  of 
press  freedom  by  the  press  itself,  your  right  and  chance 
to  know  what's  happening  are  severely  limited  when  re- 
porters lose  the  right  to  keep  sources  confidential. 

How  do  you  suppose  newspapers  and  columnists  and 
magazines  and  the  occasionally  courageous  radio  and  TV 
commentators  learn  of  chicanery  by  public  officials,  busi- 


nessmen and  others?  From  a  press  release  by  the  cul- 
prits? No.  From  confidential  leaks  springing,  for  assorted 
motives,  from  inside  sources.  Do  you  think  they'd  leak  if 
their  names  were  to  come  out?  Do  you  think  the  things 
that  too  often  governments  want  to  conceal  from  people 
for  political  rather  than  security  reasons  are  likely  to  be 
revealed  any  other  way? 

Destroy  a  reporter's  right  to  keep  a  confidence  and  you 
gut  the  First  Amendment.  This  five-four  vote  by  the  Su- 
preme Court  goes  far  to  reduce  the  First  Amendment  to 
rhetoric  in  place  of  a  vital  freedom. 

Don't  kid  yourself  for  a  moment  that  there  can  be  free- 
dom where  there  is  no  free  press;  and  there  can  be  no 
free  press  when  a  reporter  is  not  free  to  keep  a  source 
confidential. 

Congress,  in  the  interest  of  all  the  people,  should  swift- 
ly enact  a  law  that  says  what  everyone  always  thought 
the  First  Amendment  said. 
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STOP— RIGHT  NOW— GIVING  THE  AIR  TO  PAN  AM 


Somebody  Up  There  in  Washington,  like  the  President 
or  George  Shultz  or  Robert  Haldeman  or  John  Ehrlich- 
man,  should  pick  up  a  phone  right  now  and  tell  those 
government  agencies  whose  jackassing  decisions  and  non- 
decisions  are  busting  Pan  Am  to  help  America's  foremost 
international  carrier  fly  strong  and  proud  again. 

Isn't  it  well-nigh  incredible  that  while  every  country 
that  can  nearly  breaks  its  back  to  keep  its  international 
airline  airborne,  in  Washington  they  sit  around  breaking 
our  great,  pioneering  airline's  back? 

It  may  take  extensive  route  restructuring  and  a  major 
merger  and  other  things.   Sure,  Pan  Am  could  perhaps 


help  itself  a  bit  more,  and  I  think  it  will  under  new  CEO 
Seawell.  Sure,  its  customer  relations  sometimes  suffer  from 
a  shortage  of  man/mspower,  and  its  mishmash  of  motley 
advertising  doesn't  help  much  to  fill  seats.  Sure,  we  have 
astutely-run  TWA  also  serving  parts  of  the  world,  but  most- 
ly not  the  same  parts. 

If  the  White  House  gets  on  the  pipe  and  tells  some  of 
those  federal  diimBodies  that  their  mission  in  government 
isn't  to  kill  our  airlines  but  to  keep  'em  healthy,  it  might 
(and  I  use  the  word  might  advisedly  because  even 
Presidents  have  trouble  getting  through  Foggy  Bottom 
bureaucracies)  help. 


THE  DEATH  OF  LIFE 


The  knowitallers  and  toldyousoers  have  had  a  field 
day  dissecting,  dissertating  on  the  demise  of  Life.  Most 
have  missed  the  point  by  dwelling  on  its  huge  money  losses 
in  recent  years.  It  (and  Sports  Illustrated,  too)  lost  millions 
getting  started,  but  for  decades  made  a  mint  unmatched 
in  publishing. 

Time  itself  and  every  Time  Inc.  publication  every  step 
of  the  way— from  solicitation  to  paper  and  ink  and  content- 
is  of  topmost,  unstinting  quality  and  character;  courageous 
or  imaginative  or  exciting  or  needed  and,  when  necessary, 
all  of  these  things. 


By  not  shaving  or  chintzing  when  spending  could  make 
it  better,  Time  Inc.  has  made  more  money  in  the  world  of 
publishing  than  any  publishing  company  in  the  world. 

It's  a  sad,  bad  thing  for  this  country  that  the  long  effort 
and  expensive  battle  to  give  Life  a  renewed  one  didn't 
succeed.  If  it  could  have  been  done,  you  can  bet  the  talent 
and  talents  of  Time  Inc.  would  have  done  it.  The  loss  of 
Life  substantially  lessens  the  illumination,  illustration  and 
inspiration  of  life  in  our  land. 

If  this  sounds  like  a  wee  bit  of  paean,  it's  meant  to.  I 
write  to  praise  Caesar,  not  to  bury  him. 


DON'T  WORRY 

As  has  been  oft  observed,  most  of  the  things  we  worry 
most  about  don't  happen. 
So- 
Don't. 


BRAVELY  INTO   OBLIVION 

I  don't  know  if  George  Romney  was  a  flop  or  not  as 
Secretaiy  of  Housing  and  Urban  Development.  He  be- 
gan in  bright,  bristling  fashion,  but  four  years  later  the 
whole  business  of  Feds  and  housing  is  in  a  bigger  mess 
than  ever.  It  could  be  that  the  job's  just  not  doable, 
what's  been  done  so  badly  not  dismantleable. 

Be  that  as  it  may,  I've  seldom  read  anything  sadder 


citizens  to  force  the  Government  to  do  what  he  could  not. 
How  could  this  poor  fellow  have  learned  so  little  from 
his  years  in  business  and  public  life?  Crusades  to  lead 
concerned  citizens  are  mirages  merely  misleading  the  lead- 
ers. I'm  afraid  Mr.  Romney  will  be  able  to  hold  the  con- 
vention of  his  members  in  a  telephone  booth— without 
breaking  any  college  records  of  the  Fifties  for  packing 


than  Mr.  Romney's  plans  to  organize  a  great  coalition  of  students  into  same. 


SO  STUPID— SO  CHANGE  THE  RULES 

In  cases  of  murder,  the  corpses  are  not  kept  by  the 
cops  as  required  evidence  if  and  when  the  murderer  is 
found  and  comes  to  trial. 

Why  should  drugs  be  treated  any  differently?  The  in- 


New  York  Police  Department  while  being  held  as  evidence 
is  evidence  enough  of  the  need  for  change.  The  fact  that 
narcotics  are  worth  a  bit  more  than  bodies  and  are  more 
murderous  for  more  people  is  added  reason  to  change  the 


credible  theft  of  multimillions  of  dollars  in  heroin  from  the  requirement  that  they  be  kept  as  evidence. 


WHAT'S   UNNATURAL  SEX? 

Having  none. 
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WHAT'S  WRONG  WITH  MONEY? 

Having  none. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments. 


Like  in  Congress 

When  U.S.  Admiral  Durgin  asked 
Japanese  Admiral  Hara  how  it  came 
about  that  a  man  with  his  conspicuous 
fighting  record  was  [assigned  duty] 
on  a  Pacific  atoll  during  a  crucial 
period  of  sea  warfare,  Hara  said  the 
answer  was  simple.  "After  Midway 
there  were  not  enough  ships  to  go 
around,  and . .  ."—he  paused  to  make 
sure  that  the  interpreter  used  the  pre- 
cise, unsavory,  word— "desirable  com- 
mand in  my  navy,  as  in  yours,  is  as- 
signed according  to  senility." 

—U.S.  Naval  Institute  Proceedings. 

Acupuncture 

Paul  Miller,  perspicacious  chief  of 
the  giant  Gannett  newspaper  chain, 
recently  toured  China  and  wrote  an 
absorbing  series  of  articles.  From  one 
of  them: 

"You  have  to  see  it  to  believe  it. 

"The  patient's  left  foot  and  toes 
twitched  rhythmically  from  three  acu- 
puncture needles  which  were  electric- 
ally charged  and  held  in  place  with 
tape.  A  fourth  needle  was  implaced 
in  the  right  side  of  his  face. 

"At  a  quiet  signal,  the  operation 
began— an  operation  for  the  removal 
of  a  brain  tumor. 

"As  his  scalp  was  laid  open  and 
pushed  back,  there  was  no  reaction 
other  than  the  clenched  hand  from 
the  covered  form. 

"The  little  nurse  urged  him  to  relax 
and  take  it  easy.  No  need  to  grip 
anything. 

"She  told  the  patient,  his  skull  now 
opened  and  the  tumorous  area  ex- 
posed, that  a  reporter  wanted  to  talk 
with  him. 


Before  it  becomes  an  epidemic  and 
creates  havoc  in  the  banking  world, 
Congress,  the  courts  or  some  Authority 
should  bring  an  abrupt  end  to  the 
growing  practice  of  savings  banks  al- 
lowing their  depositors  to  draw  checks 
on  savings  accounts. 

Under  federal  law,  commercial 
banks  are  forbidden  to  pay  interest 
on  checking  deposits,  and  under  pre- 
sent state  laws  (except  in  Maryland 
where  savings  banks  can  offer  checking 
accounts  without  interest),  savings 
banks  are  not  allowed  to  provide 
checking  account  services,  much  less 
pay  interest  on  such  deposits.  Not 
allowed,  that  is,  until  a  Massachusetts 
savings  bank  won  a  legal  battle  in 
the  State  Supreme  Court  to  permit 
its  despositors  to  use,  in  effect,  sav- 
ings   accounts   as    checking   accounts 


"The  patient  responded  promptly 
to  his  questions.  No,  he  wasn't  feeling 
anything.  Yes,  he'd  be  glad  to  get  rid 
of  the  tumor  which  he  had  learned 
about  six  months  before. 

"The  tumor— as  big  as  the  surgeon's 
fist— was  pulled  out. 

"The  man  had  come  through  a 
grave  operation  without,  in  the  words 
of  one  doctor,  undergoing  the  side- 
and  after-effects  of  conventional  an- 
aesthesia." 

Bilking  the  Bilker 

The  cast  was  a  familiar  one  to 
South  Vietnamese:  a  Cabinet  minister 
who  raked  in  handsome  bribes  and 
payoffs,  and  his  wife,  who  made  oc- 
casional trips  to  Switzerland  to  de- 
posit the  money.  But  one  day,  ac- 
cording to  a  story  making  the  rounds 
in  Saigon  a  while  back,  the  minister's 
wife  was  stunned  by  a  bank  state- 
ment. A  check  for  $2,000,000  had 
been  duly  honored.  The  only  trouble 
was  that  neither  she  nor  her  husband 
had  written  such  a  check. 

Well  then,  who  had?  Citing  similar 
incidents  in  the  past,  knowing  Saigon- 
ese  suggested  that  the  CIA  might 
have  used  expert  forgers  as  a  means 
of  punishing  the  corrupt  minister, 
who  was  scarcely  in  a  position  to  com- 
plain. All  a  forger  would  need  in  such 
a  case  would  be  an  authentic  check 
and  a  signature  with  which  to  prac- 
tice, or  the  cipher  code  of  a  num- 
bered account.  Once  that  is  provided, 
Swiss  banks  cash  checks  of  almost 
any  amount  with  few  questions  asked. 
As  one  banker  put  it:  "What's  so 
special  about  $2,000,000?" 

—Time  magazine. 


Is  This  The  Year? 

...  By  any  measure,  we've  had  the 
skinniest  bull  market  on  record:  a 
bunch  of  big-name  growth  stocks  go- 
ing from  merely  overpriced  to  abso- 
lutely out  of  sight,  while  the  rest  of 
the  list  gives  the  best  imitation  of 
playing  dead  since  Sarah  Bernhardt 
left  the  boards.  Okay,  so  it's  time  for 
a  change.  This  could  be  the  year,  in 
other  words,  when  long-suffering  in- 
vestors finally  get  something  from 
the  Street  besides  wretched  advice  and 
unconscionable  commissions.  .  .  . 

It's  not  inconceivable  that  the  right 
approach  vis-a-vis  Vietnam  is  the  con- 
trarian's: now  that  Washington  re- 
portedly is  gloomy  about  the  pros- 
pects for  a  settlement  (for  the  first 
time  since  Dien  Bien  Phu),  peace  just 
might  be  at  hand. 

Otherwise,  this  seems  one  of  those 
rare  times  when  everything  is  in  phase. 
If  we're  not  in  an  all-out  boom,  what 
we're  in  will  do  nicely  until  the  real 
thing  comes  along  (probably  in 
around  three  months ) .  Controls  or  no, 
corporate  profits  are  busting  through 
the  ceiling.  Consumers  are  eager  to 
spend,  businessmen  are  girding  to  ac- 
commodate them  and  the  Fed  is  play- 
ing its  traditional  role  of  banking  the 
monetary  fires  with  gasoline.  .  .  . 

—Alan  Abelson  in  Barrons. 

King's  Baggage 

When  the  King  took  to  the  road  in  a 
long  train  of  horsemen  and  baggage 
wagons,  he  brought  along  furnishings, 
wall  hangings,  his  wine  cellar,  coffers 
of  books,  his  dogs,  his  bathtub.  Some- 
times he  brought  his  Queen. 

—Louis  XI,  by  Paul  Murray  Kendall. 


NO  FOR  NOW 

too.  These  so-called  NOW  accounts 
(negotiable  orders  of  withdrawal) 
have  rapidly  gained  favor  among 
thrift  institutions  in  Massachusetts 
and  New  Hampshire.  Savings  banks 
in  other  states,  including  New  York 
and  Connecticut,  are  seriously  con- 
sidering the  possibility  and,  unless  ex- 
pressly forbidden,  could  well  follow 
suit  in  the  coming  months. 

The  attraction  of  such  accounts  for 
savings  banks  is  obvious.  They  get 
bundles  of  demand  deposits  without 
the  corresponding  regulations.  But  the 
damage  they  will  do  to  commercial 
banks  is  just  as  obvious.  Already,  the 
Federal  Reserve  is  reportedly  seriously 
concerned  about  possible  threats  to 
the  stability  of  smaller  commercial 
banks  in  Massachusetts. 

The  President's  Commission  on  Fi- 


nancial Structure  &  Regulation 
(known  as  the  Hunt  Commission)  rec- 
ommended that  savings  banks  be 
granted  the  right  to  provide  checking 
accounts,  but  with  a  crucial  proviso— 
that  these  institutions  be  subject  to 
the  same  tough  regulatory  supervision 
and  tax  policies  as  commercial  banks. 
Moreover,  the  Hunt  Commission  rec- 
ommendations would  provide  for  an 
orderly  transition. 

This  is  painfully  not  the  case  now. 
As  the  binge  grows,  it  will  not  only 
be  the  commercial  banks  that  suffer. 
Some  savings  banks  are  bound  to  dis- 
cover to  their  sorrow  that  there  is 
more  to  checking  accounts  than  honor- 
ing checks. 

To  prevent  the  all  too  obvious  dis- 
ruptions, preventive  action  is  required. 
Now.  —M.S.   Forbes  Jr. 
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Records 
worth  microfilming 

are  worth 
Kodak  microfilm. 


And  the  exposed  microfilm 

is  worth  Kodak  processing.  Film  and  processing 

are  both  important.  Both  are 

discussed  in  Kodak's  new  booklet 

"Protect  Your  Image". 

Write  for  your  free  copy  or  ask  to  have 

a  Kodak  representative  contact  you  directly. 

Eastman  Kodak  Company, 

Business  Systems  Markets  Division,  Dept.DP515, 

Rochester,  N.Y.  14650. 


Forbes 


Can  the  Pentagon 
Mix  Maseratis  and  VWs? 

Even  with  its  stepped-up  Nixon  budget,  the  Pentagon  can  no  longer 
afford  lots  of  aircraft  like  the  F-14  and  F-15.  It  will  probably  switch 
to  a  mix  of  those  fancy  jobs  and  a  lot  of  stripped-down  workhorses. 


The  Navy's  new  F-14  fighter  plane 
is  currently  priced  at  an  incredible 
$16.8  million  apiece— and  the  price 
will  go  closer  to  $20  million  if  the 
Grumman  plane  is  to  continue  in  pro- 
duction. The  Air  Force's  new  fighter 
from  McDonnell  Douglas,  the  F-15, 
costs  $10.4  million  today  and  is  still 
over  a  year  away  from  phasing  into 
the  squadrons.  The  figures  are  elo- 
quent not  only  on  the  fantastic  costs 
of  modern  weapons,  but  also  on  a 
problem  the  Pentagon  faces  today. 

Because  supplying  the  Navy  and 
Air  Force  with  F-14s  and  F-15s  will 
eat  up  over  $2  billion  a  year  out  of  a 
budget  of  only  $2.4  billion  for  tactical 
aircraft,  buying  those  expensive  air- 
planes means  that  the  Pentagon  can't 
buy  or  even  try  all  the  other  things 
it  wants  or  needs— planes  for  anti- 
submarine warfare,  planes  for  sup- 
port of  ground  troops,  vertical-  or 
short-takeoff  planes,  etc.  • 

And  it  can  neither  hope  to  take 
money  from  some  other  segment  of 
the  $80-billion-plus  defense  budget 
nor  hope  the  budget  will  expand  over- 
all. Defense  budgets  are  not  going  to 
be  cut,  now  that  Nixon  has  been  re- 
elected President,  but  neither  are 
they  going  to  grow  any  faster  than 
inflation.  So  the  Pentagon  today  is 
like  a  kid  in  a  candy  shop  with  a 
dime  in  his  hand.  He  can  buy  one 
big  candy  bar  or  a  lot  of  penny  candy. 

The  result  is  a  shift  of  thinking  in 
the  Department  of  Defense  toward 
consideration  of  buying  great  num- 
bers of  low-cost,  simple  weapons  to 
supply  the  forces  and  fewer  numbers 
of  the  highly  sophisticated  planes  such 
as  F-14  and  F-15,  which  have  great 
but  dedrly  bought  capabilities.  The 
result  would  be  a  force  with  a  mix 
of  high  and  low  technology. 

The  arithmetic  looks  like  this.  The 
F-15's  production  run  out  to  about 
1979  is  729  airplanes.  The  Navy's 
projected  F-14  purchase  is  only  313 


planes.  But  on  into  the  1980s  both 
services'  current  complement  of 
2,200  planes— McDonnell  Douglas 
F-4s— will  be  gradually  replaced. 
What  will  be  available  to  replace 
them?  The  F-14  and  F-15.  So  the 
true  cost  of  replacing  all  those  F-4s 
begins  to  look  more  like  $30  billion 
to  $40  billion  at  todays  prices. 

The  alternate  possibility  of  replac- 
ing at  least  a  good  portion  of  those 
F-4s  with  planes  costing  $3  million  to 
$4  million  each  obviously  has  its  at- 
tractions for  Pentagon  planners,  who 
would  then  have  tens  of  billions  for 
other  kinds  of  hardware. 


There  is  another  strong  argument 
for  the  cheap-plane  concept.  The  U.S. 
is  fast  losing  the  lucrative  overseas 
market  for  military  aircraft:  Foreign 
governments  simply  cannot  afford  to 
buy  large  numbers— and  maybe  not 
even  small  numbers— of  $10-million- 
plus  aircraft.  A  good  part  of  the  mar- 
ket is  going  to  France's  Marcel  Das- 
sault and  his  Mirage  planes.  The 
Netherlands,  which  is  shopping  for 
200  planes,  is  looking  at  Dassault's 
Mirage  F-l  and  at  the  Viggen  from 
Sweden's  Saab;  the  only  U.S.  airplane 
in  the  running  for  the  Dutch  order 
is    Northrop's    relatively    cheap    ($3 
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The  F-14  has  gotten  Grumman  into  trouble  in  more  ways  than  one.  There 
are  rumors  of  impending  proxy  fights  based  on  the  plane's  difficulties. 


million),    privately    financed    Cobra. 

The  move  toward  airplanes  of  the 
Cobra  class  in  Pentagon  thinking  is 
part  and  parcel  of  a  new  attention 
to  cost  as  a  prime  factor  in  defense 
contracts,  the  legacy  of  David  Pack- 
ard's two-year  tenure  as  Deputy  Sec- 
retary of  Defense.  Cost  has  tradition- 
ally played  a  very  poor  second  fiddle 
to  performance  in  new  weapons,  or 
to  breakthroughs  in  technology.  "The 
Air  Force  has  always  been  willing  to 
pay  to  the  limit  for  higher  technolo- 
gy," one  defense  contractor  puts  it. 

The  new  approach  is  that  weapons 
will  be  paid  for  realistically,  it  is 
hoped.  And  technology  will  be  fur- 
thered by  contracts  to  build  proto- 
types of  weapons  employing  charac- 
teristics that  no  one  has  ever  seen 
before.  Listen  to  President  Thomas 
V.  Jones  of  Northrop:  "Get  a  new 
prototype  every  four  or  five  years— 
that's  the  way  to  advance  technology. 
So  you  put  a  new  fighter  in  every  20 
years,  but  you  may  have  three  dif- 
ferent prototypes  for  every  one  plane. 
The  thing  that  gets  us  in  trouble  is 
when  you  only  have  one  plane.  If  it's 
the  only  one,  you've  got  to  have  this 
on  it,  you've  got  to  have  that.  And 
pretty  soon,  you  don't  have  anything." 

What  Jones  didn't  say  is  that  if  you 
only  have  one  plane  you  only  have 
one  contract— the  bane  of  the  aero- 
space industry  in  recent  years.  One 
giant,  make-or-break  contract  would 
come  along  every  several  years,  with 
the  result  that  most  people  in  the  busi- 
ness are  closer  to  being  broken  than 
made.  Prototype  contracts  spread 
some  of  the  work  around. 

This  latest  switch  in  the  Pentagon 
party  line  is  an  almost  complete  re- 
versal of  the  policies  instituted  by 
Robert  McNamara.  McNamara  and 
his  systems  analyzers  were  faced  with 
a  multitude  of  programs  begun  in 
the  research-happy  1950s,  many  of 
which  led  to  no  final  product.  So  the 
decree  went  out  that  no  program  was 
to  be  started  that  did  not  have  a 
firm  production  program  attached  to 
it.  This  was  called  total  package  pro- 


curement. Also,  the  thinking  then  was 
to  replace  the  multitude  of  weapons 
with  single,  highly  automated,  multi- 
purpose weapons.  The  results  were 
such  contracting  disasters  as  F-lll, 
C-5A  and  the  main  battle  tank. 

Another  watershed  occurred  in 
1968  when  Senator  William  Proxmire 
(Dem.,  Wise.)  first  turned  his  fire  on 
cost  overruns.  The  time  was  propi- 
tious. The  nation  was  sick  of  Vietnam 
and  of  the  military's  haughty  claims 
to  special  knowledge.  The  notion 
grew  that,  far  from  having  special 
knowledge,  the  military  couldn't  write 
a  simple  contract  with  realistic  pric- 
ing schedules.  And  if  it  did,  it  was 
anything  but  candid  about  them. 

Recognizing  both  McNamara's  fail- 
ures and  Proxmire's  criticisms,  David 
Packard  made  a  fresh  start.  Packard, 
now  back  as  chairman  of  California's 
Hewlett-Packard,  introduced  some  fis- 
cal responsibility  into  defense  con- 
tracting. On  the  F-15,  Packard  stipu- 
lated that  development  must  meet  in- 
terim contract  goals  before  being 
allowed  to  proceed  to  the  next  "mile- 
stone," as  the  term  went.  Elementary, 
of  course.  It  has  resulted  in  the  F-15 
being  realistically  priced.  Unfortun- 
ately, it  has  not  made  it  low-priced. 

The  F-15  is  billed  as  the  answer  to 
the  Air  Force's  prayer  for  an  air-to- 
air  close-combat  fighter.  But  in  fact 
it  is  far  more  than  that.  It  has  con- 
tinental range,  can  fly  at  twice  the 
speed  of  sound.  It  can  fix  an  over- 
the-horizon  enemy  on  its  radars  and 
shoot  him  down  with  medium-range 
missiles.  And  it  can  mix  it  up  in  close 
with  guns  and  short-range  missiles. 

Such  mixed  capability  costs  money 
for  radars,  range,  speed,  electronics  of 
all  sorts.  F-15  has  a  Pratt  &  Whitney 
engine  that  is  the  last  word  in  tech- 
nology. It  is  also  expensive.  The  Air 
Force  admits  to  current  total  cost  on 
the  F-15's  engine  of  $1.2  million  a 
copy.  Estimates  within  the  Pentagon 
go  higher.  The  engines  for  Boeing's 
giant  747,  from  the  same  Pratt  & 
Whitney,  cost  $850,000  apiece.  The 
difference  in  the  fighter  plane's  engine 


is  that  it  has  extraordinary  thrust. 
"And  for  the  last  5%  of  that  thrust," 
says  Leonard  Sullivan  Jr.,  the  one- 
time Grumman  engineer  who  is  Prin- 
cipal Deputy  Director  of  Defense  Re- 
search &  Engineering,  "We're  paying 
about  20%  of  the  total  cost." 

Seeing  that  the  avowed  need  was 
for  a  close  air-to-air  fighter,  a  simple 
dogfighter  as  it's  called,  another  con- 
tractor—Lockheed, in  the  person  of  its 
engineer  Kelly  Johnson— brought  to 
Packard  the  idea  of  producing  a  low- 
cost  lightweight  fighter  that  could  do 
the  job  at  one-third  the  cost.  In  1971, 
therefore,  at  Packard's  order,  the  Air 
Force  ran  a  competition  for  contracts 
on  a  prototype  of  a  lightweight  fight- 
er. Lockheed,  General  Dynamics,  Boe- 
ing, Northrop  and  LTV  entered. 
Lockheed  finished  fifth  of  five. 

Northrop  and  General  Dynamics 
won  the  right  to  build  prototypes,  but 
the  Air  Force  dragged  its  heels.  The 
prototypes  are  not  to  be  flying  before 
early  1974.  And  production?  Oh  no, 
says  the  Air  Force,  in  the  person  of 
Major  Jerauld  R.  Gentry,  there  is  no 
thought  of  producing  such  a  plane. 
"This  program  is  designed  to  deter- 
mine the  utility  of  a  lightweight 
fighter—//  we  ever  have  a  need  for 
such  a  plane.  We  are  able,  though, 
to  test  and  develop  advanced  tech- 
nology on  this  low-cost  plane." 

Two  Trains  of  Thought 

There  are  two  forces  at  work  here. 
In  its  timing  and  its  stress  on  tech- 
nology, the  Air  Force  aims  to  play 
down  the  lightweight  fighter  lest  it 
impress  Congress  and  shorten  the 
729-plane  production  run  for  its  dar- 
ling, the  F-15,  down  to  perhaps  400. 

But  Leonard  Sullivan,  in  the  office 
of  the  Secretary  of  Defense,  sees  the 
lightweight  fighter  as  another  in  a 
series  of  cost  control  programs.  For 
such  a  fighter,  in  a  hypothetical  pro- 
duction run  of  350  planes,  would 
cost  no  more  than  $3  million. 

Will  a  lightweight,  low-cost  fighter 
ever  be  produced?  There's  a  good 
chance  it  will,  given  the-  awesome 
economics  of  trying  to  equip  all  the 
U.S.  forces  with  the  high-priced  weap- 
ons now  in  production.  Thus  the  Pen- 
tagon's experiment  with  prototypes 
could  mean  that  we  will  never  again 
get  a  fighter  plane  that  costs  $20 
million  a  copy. 

Because  with  that  kind  of  fighter 
plane,  the  services  could  be  approach- 
ing what  is  called  a  Calvin  Coolidge 
air  force.  Washington  legend  has  it 
that  the  dour  President,  irritated  by 
demands  from  the  new  and  glamor- 
ous Army  Air  Corps  for  more  planes, 
suggested  the  Government  buy  a  sin- 
gle plane  and  let  the  aviators  take 
turns  flying  it.   ■ 
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More  Than  Mouse  Power? 

First  at  Orlando  Corp.  says  there  is  more  to  its  prosper- 
ity than  Disney  World.  It  is  going  to  have  to  prove  it. 


Understandably,  Chairman  William 
H.  Dial  of  First  at  Orlando  Corp. 
isn't  about  to  admit  that  his  bank 
holding  company  has  come  so  far  so 
fast  only  because  Walt  Disney  built  a 
giant  park  next  door. 

"Sure,  we're  the  Disney  World 
bank,  and  we've  got  20  people  han- 
dling nothing  but  Disney  business. 
But  Disney  has  just  been  the  frosting 
on  the  cake,"  says  Dial. 

The  cake  Dial  means  is  the  spec- 
tacular growth  in  the  past  five  years 
of  Florida's  bank  holding  companies, 
in  a  state  where  self-styled  country 
bankers  and  du  Pont  estate  trustee 
Edward  Ball  have 
been  king.  Seven 
years  ago  there  were 
only  seven  Florida 
bank  holding  com- 
panies, with  25%  of 
the  state's  deposits. 
Now  independent 
country  bankers  are 
hard  to  find:  Some 
66%  of  $17  billion 
in  deposits  is  held 
by  28  multibank 
corporations,  and 
within  a  few  years 
they  may  hold  over 
75%.  Florida  has 
more  banks  affiliat- 
ed with  holding 
companies  than  any 
other  state. 

This  kind  of  a 
race  usually  goes  to 
the  swiftest,  because 
there's  so  much  ter- 
ritory to  cover.  And  so  far,  First  at 
Orlando  is  running  ahead  in  its  over- 
all rate  of  growth.  Since  1967  it  has 
bloomed  from  a  folksy  system  of  five 
Orlando  area  banks  to  a  statewide 
network  of  25,  all  picked  up  with 
stock.  Six  more  acquisitions  have  been 
approyed  by  the  Federal  Reserve 
Board-  an  additional  four  are  awaiting 
the  Board's  okay. 

Banking  assets  have  more  than 
doubled  during  the  same  period.  First 
at  Orlando  is  now  one  of  four  Florida 
banking  corporations  with  over  $1  bil- 
lion in  assets.  Operating  income  has 
also  doubled.  Not  surprisingly,  the 
stock  prjce  has  done  even  better.  First 
at  Orlando's  recent  price/ earnings 
ratio  of  29  was  higher,  says  bank  ana- 
lyst M.A.  Schapiro  &  Co.,  than  any 
other  major  U.S.  bank  holding  system. 

Bill  Dial  still  likes  to  call  himself 
"a  country  boy."  As  Lyndon  Johnson 
used  to  say:   "Watch  out  when  they 


say  that!"  Actually,  First  at  Orlando 
is  the  consummation  of  a  fairly  so- 
phisticated dream.  Fresh  out  of  the 
University  of  Florida  Law  School  in 
1932,  Dial  helped  liquidate  five  bank- 
rupt Orlando  area  banks  by  selling 
foreclosed  mortages  of  $1  million  for 
$100  each.  From  that  disaster  came 
the  holding  company's  parent,  the 
First  National  Bank  at  Orlando. 

As  Florida  burgeoned  after  World 
War  II,  he  and  several  other  Florida 
banking  leaders  felt  there  had  to  be 
a  way  to  get  around  state  laws  pro- 
hibiting branch  banking.  There  had 
to   be   a   way   to   challenge   the   old- 


fashioned  banking  practices  of  Ed 
Ball  with  his  30-bank  Florida  Na- 
tional complex,  then  the  state's  only 
substantial  banking  system.  At  Dial's 
fishing  camp  in  West  Orange  County 
and  at  a  secluded  Everglades  ranch, 
he  and  bankers  from  three  other  Flori- 
da regions  made  plans  for  what  they 
called  First  Bancorporation  of  Flori- 
da. "For  a  year  it  was  the  best-kept 
secret  in  Florida  banking,"  says  Dial. 
In  1960  they  got  the  Justice  Depart- 
ment to  okay  their  merger  into  one 
system  almost  as  big  as  Florida  Na- 
tional, but  the  Federal  Reserve  turned 
down  the  plan  after  a  year's  study. 
Finally,  in  1965,  the  Florida  bankers 
decided  to  move  separately  and  set 
up  competing  holding  groups. 

"It  turned  out  better  than  I  ever 
dreamed,"  says  Dial.  "Today  three  of 
the  four  banks  in  on  those  meetings 
each  have  over  $1  billion  in  assets 
[First  at  Orlando,  First  National  of 


Miami— now  Southeast  Bancorp— and 
Barnett  National  of  Jacksonville— now 
Barnett  Banks  of  Florida]." 

What  now?  "It's  easy  to  pick  up 
your  first  $1  billion  in  assets  down 
there,"  says  one  Wall  Street  bank  ana- 
lyst. "But  to  go  to  $2  billion  is  a 
tough  trick."  Dial  hopes  he  can  do  it, 
however.  Acquisitions  waiting  in  the 
wings,  such  as  West  Dade  Bank  in 
Miami  and  Citrus  First  of  Leesburg, 
he  says,  will  build  the  corporation  to 
$1.5  billion  this  year. 

The  competition  is  heating  up,  how- 
ever. Ed  Ball  has  now  withdrawn 
from  active  management  at  Florida 
National,  and  his 
backer,  the  Alfred 
I.  du  Pont  estate, 
reduced  its  stock- 
holding from  59%  to 
25%;  under  new 
management,  Flori- 
da National  has 
started  to  look  for 
acquisitions. 

The  upshot  of 
this  Florida  grab  is 
that  good  banks  are 
getting  hard  to  come 
by.  There's  hardly 
a  bank  among  Flori- 
da's 579  that  hasn't 
been  picked  over  by 
some  holding  com- 
pany. And  some, 
in  areas  like  the 
Florida  Panhandle, 
where  economic 

growth  is  still  lazy, 
don't  offer  much 
promise.  "Nor  will  we  take  any  old 
dog,"  says  Dial.  "We're  just  out  look- 
ing for  banks  in  growth  areas.  We  nit- 
pick  those  five-year  growth  records." 
Bids  are  sometimes  outlandish,  even 
for  banks  with  $1  million  in  assets  and 
a  former  mobile  home  for  an  office. 

However  you  look  at  it,  First  at 
Orlando  is  going  to  have  to  fall  back 
more  and  more  on  internal  growth. 
Those  leisure  park  admissions  must 
continue  to  be  translated  into  profit- 
able loans  for  new  business,  new  con- 
struction and  new  area  consumers.  It 
will  also  have  to  develop  new  lines, 
like  mortgage  banking  and  Latin 
American  business.  And  nonbanking 
diversification,  which  now  accounts 
for  only  less  than  10%  of  net,  will 
have  to  be  stepped  up. 

That's  the  trouble  with  having  a 
superhigh  price/ earnings  ratio.  It 
isn't  enough  any  longer  to  be  merely 
good.  You  have  to  be  supergood.  ■ 
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Good-Bye  to  All  That 


Did  you  ever  wonder  why  there  were  so  many  gasoline  stations  crowd- 
ed at  every  available  crossroads?  Well,  there  won't  be  much  longer. 


Is  your  friendly  neighborhood  service 
station  going  the  way  of  the  corner 
cigar  store  and  the  mom-and-pop 
grocer?  It  looks  that  way.  Mobil  and 
Shell  Oil  have  about  10,000  fewer 
gasoline  stations  today  than  they  did 
in  1960;  while  gasoline  consumption 
has  been  going  up  steadily,  the  num- 
ber of  service  stations  in  the  U.S.  is 
declining  (see  chart). 

The  trend  is  accelerating.  In  the 
past  two  years  Atlantic  Richfield, 
Cities  Service,  Gulf  and  Phillips  have 
announced  plans  to  sell  or  close  7,000 
additional  stations.  The  closings  and 
the  associated  costs  were  a  major  fac- 
tor in  Gulf's  $250  million  write-off 
(Forbes,  Nov.  1,1972). 

What's  up? 

"The  gasoline  station  population  of 
the  country  is  probably  overbuilt  by 
100%,"  says  Albert  Anton,  the  highly 
respected  senior  oil  analyst  at  Wall 
Street's  Carl  H.  Pforzheimer  &  Co. 
Robert  C.  Moore,  Cities  Service's  mar- 
keting vice  president,  says  the  over- 
building is  closer  to  200%.  If  these 
estimates  are  correct,  something  like 
100,000  gasoline  stations  could  be 
doomed  over  the  next  decade  or  so, 
an  investment  of  billions  of  dollars. 

Why?  Essentially  because  most  of 
them  are  too  small  to  compete  in  an 
era  of  high  wages  and  scarce  skilled 
labor.  Service  stations  vary  all  over 
the  lot  in  volume.  A  single  New  York 
City  station  belonging  to  Amerada 
Hess  is  reputed  to  pump  300,000  gal- 
lons of  gas  a  month,  but  the  average 
Texaco   station,   say,   does   less   than 


20,000  gallons  in  the  same  period. 
How  did  the  majors  get  trapped 
in  a  basically  inefficient  distribution 
network,  with  as  many  as  three  or 
four  small  stations  all  fighting  for  a 
limited  amount  of  business?  It  was 
the  temptation  of  cheap  crude  oil; 
there  was  so  much  money  in  the  oil 
itself  that  the  majors  didn't  much 
mind  losing  some  money  at  the  retail 
end  so  long  as  they  could  move  all 
the  oil  they  could  produce.  But  cheap 
oil  has  succumbed  to  domestic  scarci- 
ty and  Arab  nationalism.  Volume  for 
volume's  sake  is  no  longer  profitable. 

Independents  Gain  Ground 

It  took  the  so-called  independents 
to  show  the  way.  Lacking  cheap  oil, 
they  were  forced  to  look  to  the  gas 
pump  for  their  profits,  and  they  built 
big,  efficient  stations.  Dispensing  with 
service  facilities  and  increasingly  using 
self-service  outlets,  they  found  that 
they  could  cut  prices  and  sell  100% 
more  gasoline  on,  say,  only  10%  more 
land  area.  While  this  was  going  on, 
most  of  the  majors  remained  tied  to 
older,  smaller  stations  on  expensive 
urban  land.  Even  when  they  aban- 
doned older  stations,  the  majors  tend- 
ed to  replace  them  with  similar  small 
stations  elsewhere. 

Complicating  the  situation,  explains 
the  noted  gasoline  marketing  expert, 
Dan  Lundberg,  is  the  growing  frag- 
mentation of  the  gasoline-buying  pub- 
lic. No  longer  does  its  allegiance  be- 
long exclusively  to  the  all-purpose 
gasoline  and  service  station. 


The  public  now  has  many  choices, 
each  offering  gasoline  at  different 
prices  and  accompanied— or  unaccom- 
panied—by different  kinds  of  services. 
There  are  more  than  20,000  car-wash 
places  in  the  U.S.  today  and  many  of 
them  now  sell  gasoline.  There  are  the 
new  all-hours  convenience  stores, 
nearly  4,000  of  which  sell  gasoline. 
There  are  self-service  gasoline  stations 
—no  windshield  wipe,  nothing,  just 
gasoline.  There  are  even  split-service 
stations:  Serve  yourself  and  save  sev- 
eral cents  a  gallon  or  choose  service 
and  pay  for  it. 

Sears,  Roebuck,  J.C.  Penney  and 
other  mass  merchandisers  have 
stepped  into  the  picture  by  grabbing 
three-fourths  of  the  service  stations' 
tire,  battery  and  additive  business. 
And  they  are  steadily  expanding  their 
automotive  service  business,  too. 

At  this  point  nobody  has  a  very 
clear  idea  what  the  gasoline  station 
of  the  future  is  going  to  be  like. 
Now  even  the  majors  are  moving  in 
new  directions. 

Cities  Service  is  tearing  apart  its 
complete  gasoline  marketing  struc- 
ture. Cities  sells  gasoline  through 
some  9,000  stations,  of  which  it  di- 
rectly supplies  4,000.  Marketing  Vice 
President  Moore  says  Cities  will  get 
rid  of  one-third  of  those  4,000  over 
the  next  few  years.  It  will  convert 
another  third  to  no-service  alternate 
uses  like  automatic  car  washing,  con- 
venience stores  and  pure  gasoline 
sales.  Only  one-third  will  remain  full- 
service  for  the  time  being.  Ultimately, 


How  Powerful  Is  Positive  Thinking? 

How  do  you  go  about  making  a  cyclical  stock  look  like  a  growth 
stock?  One  way  is  that  you  pick  your  base  year  very  carefully. 


Like  Jonathan  Livingston  Seagull, 
that  positive-thinking  bird,  doing  tri- 
ple somersaults!  That's  how  Wall 
Street  looks  upon  Chicago's  Mare- 
mont  Corp.  these  days. 

Maremont,  one  of  the  top  four  sup- 
pliers of  the  automotive  aftermarket, 
has  weak  wings,  just  like  Jonathan- 
it's  not  very  profitable.  In  recent  years 
the  company  has  averaged  just  6.2% 
on  equity— poor  even  for  the  automo- 
tive industry.  And  its  earnings  record 
is  sharply  cyclical. 

On  top  of  that,  the  other  birds 
have  been  giving  it  a  particularly 
rough  time.  In  January  1971  the  Fed- 


eral Trade  Commission  gave  Mare- 
mont four  years  to  divest  itself  of  80% 
of  its  distribution  system— business 
that  accounts  for  nearly  half  of  its 
sales  volume.  And  Maremont  has  had 
to  enter  the  low-margin  original  equip- 
ment market  in  an  effort  to  head  off 
technological  obsolescence  in  its  ex- 
haust systems  business  which  pro- 
duces about  one-third  of  its  earnings. 

A  disaster  area,  you  say?  Not  on 
the  stock  market.  Maremont  stock 
has  soared  from  5  to  past  50  in  just 
2%  years  of  heavy  trading.  The  stock 
now  sells  at  70  times  average  earnings 
for  the  past  five  years. 


How  romantic  Wall  Street  can  be. 
Obviously  some  brokers  have  decided 
Maremont  is  a  growth  stock.  A  growth 
stock?  Why,  yes.  Since  1968  its  earn- 
ings have  grown  at  an  annual  com- 
pounded rate  of  37.5%.  Keep  that  up 
and  Maremont  would  be  earning  over 
$5  a  share  by  1975. 

Can  Maremont  keep  it  up?  Thai 
earnings  supergrowth  was  only  an 
illusion.  Maremont,  which  is  a  basical- 
ly cyclical  company,  was  recovering 
from  several  bad  years.  The  $2.39  a 
share  it  showed  in  the  12  months 
that  ended  last  September  really  rep- 
resents a  growth  rate  of  approximate- 
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Moore  plans  to  get  out  of  mechanical 
automotive  service  altogether,  and  is 
encouraging  his  5,000  nonowned  sta- 
tions to  do  the  same.  Cities  has  con- 
tracted with  the  Atlanta-based  Mdh- 
ford   convenience   food   chain   to   in- 


stall gas  pumps  in  its  parking  lots. 
"The  consumer,"  Moore  says,  "clear- 
ly is  making  the  choice  between  low- 
er price  and  service.  He's  picking 
low  price."  Moore  estimates  the  in- 
dustry  will   sell   50%   of   its   gasoline 


through  self-service  outlets  by  1980. 

What  are  the  others  doing?  Some, 
like  Atlantic  Richfield,  Mobil  and 
Shell,  have  been  steadily  reducing  sta- 
tions. Texaco  has  resisted  the  trend, 
still  intent  on  preserving  its  premium 
image:  full  service,  premium  prices, 
"the  man  who  wears  the  star."  Exxon 
is  experimenting  with  both  eight-  to 
ten-bay  full-service  stations  and  split 
service.  Phillips  has  plunged  heavily 
into  private-brand  marketing.  Most 
companies  are  experimenting  with 
self-service. 

What  happens  to  the  thousands 
of  mechanics  and  dealers  now  run- 
ning the  stations  and  wiping  your 
windshield?  Are  mass  layoffs  coming? 
No.  Rather  there  is  already  a  shortage 
of  qualified  help.  Mechanics  and  deal- 
ers are  in  critically  short  supply.  In 
1970  the  dealer  turnover  rate  in  com- 
pany-owned stations  was  25%. 

A  mechanic's  or  dealer's  day  is 
grueling  and  dirty.  Young  men  with 
mechanical  ability  are  choosing  other 
trades.  If  he's  a  dealer,  he  may  de- 
pend on  company  subsidies  to  keep 
him  competitive.  If  he  is  a  potential 
owner,  he  faces  the  added  burden 
of  soaring  costs.  Cities  Service's  Moore 
figures  the  cost  of  a  typical  three-bay 
service  station  in  a  metropolitan  area 
has  risen  50%  in  the  past  five  years. 
Says  one  marketing  man:  "The  enter- 
prising guy  who  used  to  want  his 
own  gas  station  either  has  gone  to 
college  and  entered  a  white-collar  oc- 
cupation or  he  has  gotten  smart  and 
gone  into  hamburger  or  fried  chicken 
franchising." 

It  looks  like  a  slow  good-bye  to 
one  more  piece  of  Americana  as  the 
friendly  local  station  goes  the  way  of 
Life  magazine,  doctors'  house  calls 
and  homemade  ice  cream.  ■ 


ly  7%  from  the  previous  cyclical  high 
year  back  in  1966. 

This  is  not  to  say  that  Maremont 
is  not  doing  well  these  days.  It  is. 

Under  Richard  D.  Abelson,  who 
took  over  as  president  and  chief  ex- 
ecutive in  1969,  Maremont  has  been 
making  a  strong  marketing  effort.  It 
has  launched  its  first  television  adver- 
tising campaign  to  promote  its  shock 
absorber  line.  Maremont  prices  have 
become  more  competitive.  And  it  has 
used  gallons  of  paint:  bright  red  for 
its  "Cherry  Bomb"  muffler  and  a  daz- 
zling red,  white  and  blue  for  its  "Hi 
J  acker'*  shock  absorbers. 

Maremont's  fast  entry  into  the 
OEM  market  was  forced  by  the  tough 
new  emissions  standards  due  to  take 
effect  in  1975.  The  company  now  has 
contracts  with  all  four  car  producers. 

But  this   is   simply   good  business, 


aggressiveness  born  of  necessity,  as 
Abelson  readily  admits.  It  is  no  cor- 
porate miracle.  "We  had  to  do  this  to 
stay  on  top  of  the  technological 
changes,"  Abelson  concedes.  More- 
over, new  plant  and  equipment  for 
original  equipment  exhaust  systems, 
as  well  as  expanded  facilities  for  shock 
absorbers,  have  meant  a  significant 
investment  for  Maremont— about 
$30  million.  That  cost  looms  large 
indeed  for  a  company  whose  cash 
flow  has  averaged  around  $7  million 
in  recent  years. 

Lessons  in  Positive  Thinking 

Ah,  but  don't  forget  what  Jonathan 
Seagull  says:  Think  positively  and 
turn  your  weaknesses  into  strengths. 

That's  just  what  Abelson  has  been 
trying  to  do.  The  proceeds  from  the 
forced  sales  of  Maremont's  warehouses 


and  jobber  stores,  along  with  several 
small  divestitures  and  a  recent  $12- 
million  stock  offering,  have  provided 
the  cash  for  the  new  plant.  And 
enough  to  wipe  some  $13  million  in 
costly  short-term  debt  off  its  books. 

The  loss  of  .  ts  extensive  distribution 
system  will  not  be  a  big  blow  to 
Maremont's  bottom  line.  In  a  good 
year  the  warehouse  and  jobber  busi- 
ness earned  little  more  than  2%  pre- 
tax, since  about  90%  of  its  merchan- 
dise was  automotive  products  made 
by  other  manufacturers. 

The  question  is  this:  Can  a  small- 
ish company  that  makes  replacement 
shock  absorbers,  brakes,  textile  ma- 
chinery, grenade  launchers  and  auto- 
mobile exhaust  systems  continue  to 
keep  its  earnings  growth  at  a  high 
rate?  The  price  of  the  stock  says  yes. 
Common  sense  says  no.  ■ 


FORBES,  JANUARY   15,   1973 


23 


For  Ray  Kroc,  Life  Began  at  50. 
Or  Was  It  60? 

How  serious  are  you  about  getting  rich?  As  serious  as 
Ray  Kroc  was?  Then  maybe  you'll  make  it,  Kroc  would  say. 


Most  people  think  they  want  to  be 
rich,  but  Ray  Kroc  sincerely  did.  And 
we  mean  sincerely. 

From  the  time  he  came  back  from 
World  War  I  (at  15  he  falsified  his 
age),  Kroc  was  working  at  getting 
rich.  Dance  bands.  Early  radio.  Flori- 
da real  estate.  Selling  paper  cups. 
Promoting  a  patented  milk-shake  ma- 
chine. But  at  age  50,  Kroc  was  just 
about  getting  by.  His  net  worth 
couldn't  have  been  much  over 
$100,000.  This  was  in  1952. 

Kroc  kept  right  on  trying,  long  after 
most  men  would  have  given  up. 

Today,  at  70,  he  is  one  of  the 
dozen  or  so  richest  individuals  in  the 
U.S.,  with  a  paper  worth  of  over 
$500  million. 

Of  his  adventurous  and  varied  life, 
Ray  Kroc  says:  "I  was  a  dreamer, 
but  I  was  also  a  doer." 

Kroc's  dreams,  indeed  his  fantasies, 
finally  came  true  through  McDonald's 
hamburgers. 

Luck  at  last,  you  say? 

Luck  played  a  part.  But  like  a  lot 
of  lucky  people,  Kroc  made  his  own, 
because  he  never  stopped  trying. 
When  a  man  fails,  when  a  company 
fails,  Kroc  says,  "It  is  inner  break- 
down, inner  rotting,  dying,  going  to 
hell."  Ray  Kroc  is  obsessed  with  the 
idea  of  perseverance.  You  see  it  in  his 
personal  credo,  reprinted  on  page  25, 
which  has  been  published  in  almost 
every  major  newspaper  in  the  country. 

Kroc  is  not  a  placid  man.  His  hates 
(among  them,  people  who  talk  about 
market  saturation,  and  above  all  peo- 
ple who  get  so  rich  they  want  to 
slow  down)  are  as  violent  as  his  enthu- 
siasms. Says  Kroc:  "It's  dog-eat-dog, 
and  if  anyone  tries  to  get  me  I'll  get 
them  first.  It's  the  American  way  of 
survival  of  the  fittest.  There's  always 
someone  trying  to  cut  you  down.  .  .  . 
As  long  as  you're  green  you're  growing 
and  as  soon  as  you  ripen  you  start 
to  rot."  All  delivered  in  rambling  mon- 
ologue in  the  style  of  Casey  Stengel. 

Now  Ray  Kroc  was  in  no  sense  the 
actual  founder  or  creator  of  McDon- 
ald's. The  concept  was  worked  out 
and  the  first  restaurants  established 
by  two  New  England  brothers  (Rich- 
ard and  Maurice  McDonald)  who  had 
moved  to  California.  The  financing 
and  real  estate  brainpower  came  from 
Harry  Sonneborn,  now  retired,  who 
joined  Kroc  in  1955. 


But  Kroc  was  the  dynamo  who 
drove  the  company  relentlessly.  One 
by  one,  the  others  departed,  rich  men, 
but  unable  or  unwilling  to  keep  up 
with  Kroc's  goading  ambition. 

Kroc's  first  job  was  in  Chicago 
where  he  played  piano  with  various 
bands,  then  became  music  director  of 
a  pioneer  Chicago  radio  station 
(where  he  first  hired,  for  $5  a  show, 
the  team  that  went  on  to  become 
"Amos  'n'  Andy").  Then  off  he  went 
to  become  a  lot  salesman  in  Florida, 
until  the  collapse  of  the  Florida  land 
boom  in  the  late  Twenties  sent  him 
scurrying  back  to  Chicago  with  bare- 
ly enough  money  to  pay  his  fare.  He 
rode  out  the  Depression  selling  paper 
cups  for  Lily  Tulip.  By  the  late  Thir- 
ties, he  had  risen  to  Lily  Tulip's  mid- 
west sales  manager. 

At  that  time  he  struck  out  on  his 
own,  after  acquiring  the  rights  to  a 
machine  that  would  mix  six  malted 
milks  at  a  time.  Says  Kroc:  "I  wanted 
adventure."  All  he  got,  however,  was 
a  modestly  good  living  and  a  certain 
amount  of  freedom. 

Kroc  discovered  the  McDonald 
brothers   in   1954.   He  was   surprised 


to  find  that  one  drive-in  restaurant  in 
San  Bernardino,  Calif.,  Owned  by  two 
transplanted  New  Englanders  named 
Richard  and  Maurice  McDonald,  was 
using  eight  of  his  milk-shake  ma- 
chines: Whatever  the  McDonalds  had, 
Ray  Kroc  knew  he  wanted  part  of  it; 
you  don't  hustle  for  35  years  without 
getting  to  recognize  a  good  thing 
when  you  see  it. 

"The  Volume  Was  Incredible" 

"I  was  amazed,"  Kroc  says.  "This 
little  drive-in  having  people  standing 
in  line.  The  volume  was  incredible: 
I  figured  it  at  about  $250,000  in  that 
single  store.  I  began  to  do  some  fig- 
uring. If  they  could  have  100  stores 
like  that  one,  I  could  sell  them  800 
multimixers.  The  deal  would  put  me 
in  clover." 

Kroc  approached  the  McDonalds, 
proposing  to  sell  franchises  for  them. 
The  brothers  had  already  franchised 
six  other  stores  in  California.  They 
were  by  no  means  thrilled  by  Kroc's 
offer.  They  had  already  turned  down 
an  even  bigger  deal. 

As  Dick  McDonald  now  tells  the 
story,  another  man,  already  a  fran- 
chisee, had  proposed  a  vast  expansion 
of  the  chain  by  means  of  company- 
owned  stores.  The  McDonalds  said  no. 
"A  few  years  before  we  would 
have  jumped,"  Dick  McDonald  told 
Forbes,  "but  by  now  we  were  net- 
ting $75,000  a  year  from  our  San 
Bernardino  store,  and  we  were  sell- 
ing franchises  without  any  trouble. 
The  idea  of  big  expansion  didn't  much 
appeal  to  us.  It  would  have  entailed 
a  tremendous  amount  of  traveling,  and 
we  would  have  had  to  neglect  San 
Bernardino." 

And  that,  says  McDonald,  is  why 
Ray  Kroc  got  the  deal.  It  wasn't  that 
his  proposal  was  better,  but  only  that 
it  would  involve  less  trouble  for  the 
McDonalds.  Even  so,  the  negotiations 
almost    fell    through    several    times. 
When   the    deal    was    finally    closed, 
Kroc    hit    the    road    again, 
selling     McDonald's     fran- 
chises—and multimixers. 

"It  goes  to  show,"  Dick 
McDonald  muses,  recalling 
how  he  nearly  turned  Kroc 
down,  "what  a  big  part 
fate  plays  in  a  man's  life, 
After  all,  what  would  Hay 
Kroc's  future  have  been  in 
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the    milk-shake    machine    business?" 
Perhaps,  but  Ray  Kroc  was  right  in 
there,  helping  fate  along. 

At  the  time,  in  fact,  Kroc  concedes 
he  was  chiefly  interested  in  expanding 
the  chain  in  order  to  sell  more  multi- 
mixer  milk-shake  machines.  He  had 
no  alternative,  because  the  deal  with 
the  McDonalds  didn't  give  him  much 
leeway.  Recalling  those  days,  Kroc 
says:  "I  made  the  mistake  of  letting 
their  damned  attorney  dictate  to  me 
what  I  could  charge  for  the  franchise, 
a  lousy  1.9%  of  revenues.  Of  that  I 
had  to  give  the  McDonalds  0.5%." 
Even  after  Kroc  had  franchised  some 
200  stores,  doing  over  $37  million  an- 
nually, his  gross  franchise  income  was 
only  about  $700,000  a  year.  He  was 
subsisting  on  the  milk-shake  machine 
business.  Kroc  had  taken  a  partner, 
Hany  Sonneborn,  a  former  vice  presi- 
dent of  Tastee  Freez;  Sonneborn  was 
drawing  $100  a  week.  Kroc's  secretary 
was  taking  her  wages  in  stock.* 

The  Land  Beneath 

As  the  McDonalds  showed  Kroc 
how  to  run  a  hamburger  stand,  Harry 
Sonneborn  showed  him  how  to  get 
out  of  the  franchising  bind. 

Sonneborn  worked  out  a  whole  new 
approach.  It  involved  both  company- 
owned  stores  and  franchisees,  but  the 
latter  no  longer  would  be  just  fran- 
chisees; they  would  be  tenants,  too. 
Kroc's  company  would  frequently 
lease  a  site  and  have  it  developed, 
then  re-lease  the  whole  operation  to 
the  franchisee.  McDonald's  would 
now  enjoy  a  profit  from  the  lease  as 

'Mrs.  June  Martino,  like  most  of  Kroc's  other  early 
associates,  has  dropped  out  of  the  company,  but  what 
a  dropout!  Now  retired  and  living  in  Chicago,  Mrs. 
Martino  owns  an  estimated  1  million  shares  of  Mc- 
Donald's stock. 


well    as    from    the    franchising    fees. 

It  was  a  great  plan.  Unfortunately, 
it  required  money,  or  at  least  credit. 
Kroc  had  neither.  His  main  source  of 
income  dried  up  in  1960  when  Kroc 
had  to  sell  his  mixer  business  for 
$100,000  to  pay  for  a  divorce  from 
his  wife.  The  minimum  amount  need- 
ed for  Sonneborn's  plan  was  $1.5  mil- 
lion. Kroc  remembers  going  to  see 
David  Kennedy  of  Chicago's  Conti- 
nental Illinois  Bank. 

"My  total  assets,  including  my 
house,  were  $90,000,"  Kroc  recalls, 
"not  much  for  a  man  of  my  age. 
Kennedy  said:  'You  won't  find  a  bank 
in  the  country  that  will  make  you  a 
loan  in  your  condition.  If  anyone  were 
willing,  yOu'd  have  to  give  him  a  big 
slice  of  the  company.'  " 

Kroc's  luck  held.  In  1960  Sonneborn 
wangled  an  appointment  with  the  in- 
vestment officers  of  several  Worcester, 
Mass.  insurance  companies.  One  of 
them,  John  Gosnell  of  Paul  Revere 
Life  (since  merged  into  Avco  Corp.) 
sniffed  something  interesting.  Gosnell 
later  told  Forbes:  "We  looked  hard 
and  saw  that  there  was  more  here 
than  a  chain  of  hamburger  stands. 
They  had  operations  under  tight  fi- 
nancial controls."  Paul  Revere  and  an- 
other insurer  came  through  with  a 
loan  of  $1.5  million  for  15  years;  as  a 
premium  on  the  loan,  they  took  20% 
of  the  company. 

Like  the  McDonalds  and  like  Son- 
neborn, Paul  Revere  no  longer  has 
an  equity  position  in  McDonald's 
Corp.,  although  part  of  the  loan  is 
outstanding.  Gosnell  sold  his  stock  for 
around  $7  million— pure  profit.  A  love- 
ly deal  for  Revere.  But  if  it  had  stayed 
with  the  stock— if  it  had  Ray  Kroc's 
faith— Avco  would  now  be  sitting  with 


a  paper  profit  of  around  $500  million. 

So  here  was  Kroc,  60  years  old  in 
1962,  having  gambled  all  his  life  and 
now  finally  having  enough  money  for 
steady,  profitable  expansion.  And 
what  did  he  do?  He  pulled  out  all 
the  stops.  As  he  recalls  it:  "I  wanted 
to  go  public,  but  I  couldn't  because 
I  wasn't  showing  a  profit.  I  couldn't 
because  I  was  pouring  everything  in, 
everything  we  made.  I  used  to  drive 
my  accountant  crazy  because  I  would 
anticipate  the  next  three  months'  prof- 
it and  I  would  obligate  it  in  the  way 
of  debt  for  expansion. 

"I  was  going  for  broke.  Don't  get 
me  wrong.  I'm  not  a  gambler.  But 
when  I  like  something,  if  I'm  sold  on 
it,  I'll  go  all  the  way." 

On  Top  at  Last 

Not  for  several  years  did  McDon- 
ald's show  real  profit.  By  1964  it 
owned  87  stores,  franchised  570  more 
and  was  grossing  $26  million. 

Ray  Kroc  has  never  liked  inactive 
partners.  He  wanted  to  get  the  Mc- 
Donald brothers  out.  "They  didn't 
make  one  move,"  Kroc  complains,  "and 
they  had  checks  pouring  in."  Kroc 
claims  the  brothers  were  drawing 
$200,000  in  royalties  alone,  and  he 
had  a  further  worry:  Suppose  they 
sold  their  rights  to  the  name  to  some- 
one who  would  try  to  squeeze  Kroc 
out?  The  answer  was  to  buy  them 
out.  But  money  was  the  problem. 

Harry  Sonneborn  raised  $2.7  mil- 
lion in  1961,  which  was  what  the  Mc- 
Donalds demanded  for  selling  out.  A 
very  shrewd  venture  capitalist,  New 
York's  John  Bristol,  was  willing  to  put 
up  the  money,  but  he  wanted  stock. 
Kroc  didn't  want  to  give  any  stock; 
he   was   down  to   52%   now.    Bristol 
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settled  for  a  straight  five-year  loan 
plus,  when  that  was  paid  off,  the  0.5% 
Kroc  had  been  paying  the  McDonald 
brothers.  Good-bye  McDonalds.  Bris- 
tol's clients,  college  endowment  funds, 
ended  up  with  about  $14  million  for 
their  $2.7-million  loan. 

Harry  Sonneborn  was  the  next  to 
go.  When  his  health  began  to  fail,  he 
wanted  to  take  life  easier,  and  this 
milled  Kroc.  Of  Sonneborn,  Kroc  now 
says:  "He  was  letting  up,  showing 
signs  of  age,  and  he  wasn't  that  old; 
he's  15  years  younger  than  I  am.  Hany 


was  an  aggressive  guy  who  all  of  a 
sudden  when  we  went  public  felt 
secure.  He  quit  pushing.  And  here  we 
were  just  getting  started.  I  do  have  to 
admit  he  did  us  a  lot  of  good." 

Sonneborn  sold  his  11%  of  the  com- 
pany and  retired  to  Florida.  He  took 
with  him  an  estimated  $10  million  in 
cash  plus  $100,000  a  year  from  the 
company  for  life  and  after  his  death 
$50,000  for  his  wife. 

Today  there  are  600  company- 
owned  stores  and  1,600  franchisees. 
McDonald's  netted  an  estimated  $36 


million  last  year.  Ray  Kroc  still  owns 
20%  of  the  stock. 

Kroc  has  no  more  major  partners, 
but  he  does  have  a  very  capable  right- 
hand  man,  President  Fred  Turner. 
Turner,  now  40,  is  very  much  in  the 
Ray  Kroc  mold.  "Fred  didn't  finish  col- 
lege," Kroc  says.  "He  has  what  we 
need:  spirit  and  guts  and  dedication 
and  integrity.  Forget  the  brains.  Fred 
is  a  multmillionaire,  but  it  hasn't 
slowed  him  down." 

Turner,  too,  sincerely  wants  to  be 
rich. 


What  McDonald's  Had,  the  Others  Didn't 

How  do  you  identify  a  growth  stock  in  its  early  stages?  You  could 
do  worse  than  check  to  see  whether  they  keep  the  toilets  clean. 


Wall  Street  is  littered  with  the  de- 
bris of  so-called  growth  stocks.  Tech- 
nicon  and  Telex.  Memorex  and  Am- 
pex  and  Stirling-Homex.  Four  Sea- 
sons. We  could  go  on  with  the  list, 
but  why  be  morbid? 

What  did  these  ill-fated  stocks 
have  in  common?  A  concept.  A  con- 
cept that  was  going  to  revolutionize 
something:  home-building  or  the  care 
of  the  aged  or  the  way  information  is 
processed.  These  companies  were  at 
the  frontiers  of  technology  and  of 
service. 

Oh,  there  was  a  bit  of  a  flurry  over 
the  franchising  concept,  but  it  was 
short-lived.  How  long  could  you  be 
excited  about  frying  hamburgers  and 
chicken?  McDonald's  Corp.,  the  ham- 
burger outfit,  did  fairly  well,  and  in 
1969  it  had  a  total  market  value  of 
about  $500  million;  Four  Seasons  had 
$800  million. 

In  the  end,  homely  McDonald's  has 
turned  out  to  be  the  greatest  concept 


stock  of  the  whole  period.  Four  Sea- 
sons is  bankrupt  and  so  is  Stirling- 
Homex.  Investors  in  most  of  the  oth- 
ers have  been  clobbered.  McDonald's 
now  sells  for  close  to  80  times  earn- 
ings and  has  a  total  market  value 
of  $3  billion.  An  investment  of  $5,000 
in  McDonald's  just  six  years  ago  is 
now  worth  close  to  $100,000. 

Instead  of  playing  at  technology 
and  spinning  fantasies  about  retail- 
ing revolutions,  The  Street's  analysts 
would  have  been  better  occupied 
peering  into  the  washrooms  at  McDon- 
ald's to  see  how  clean  they  were.  Or 
noting  how  consistently  McDonald's 
employees  said,  "Thank  you.  Come 
again."  Or  recognizing  that  real  es- 
tate rather  than  franchising  was  the 
heart  of  the  McDonald's  operation. 

Now,  of  course,  Wall  Street  has 
caught  on,  and  McDonald's  stock  is 
in  the  stratosphere.  What  made  Mc- 
Donald's rather  modest  concepts  work 
brilliantly   while   more   brilliant   con- 


cepts turned  out  to  be  dismal  failures? 

The  only  way  to  answer  the  ques- 
tion is  to  start  at  the  beginning. 

After  World  War  II,  Richard  and 
Maurice  McDonald  were  having  trou- 
ble staffing  their  San  Bernardino,  Calif, 
carhop  restaurant;  there  was  the 
usual  parade  of  drunks  and  drifters. 
A  problem  familiar  to  all  restaurant 
men.  "We  said,"  Dick  McDonald  re- 
calls, "let's  get  rid  of  it  all.  Out  went 
dishes,  glasses  and  silverware.  Out 
went  service,  the  dishwashers  and  the 
long  menu.  We  decided  to  serve  just 
hamburgers,  drinks  and  french  fries 
on  paper  plates.  Everything  pre- 
pared in  advance,  everything  uni- 
form. All  geared  to  heavy  volume  in 
a  short  amount  of  time."  In  short,  the 
brothers  brought  efficiency  to  a  slap- 
dash business. 

It  was  a  simple  formula,  but  no 
one  else  did  as  well  as  the  McDonald 
brothers.  Ray  Kroc  (see  preceding 
story)   recognized  this  as  soon  as  he 


The  Fast-Food  Chains— Fewer  but  Hardier 

After  the  shakeout  of  a  host  of  fast-food  operators  in  the  last  few  years, 
there  are  fewer  but  hardier  survivors.  *  Most  have  resumed  or  accelerated 
their  growth,  but  none  has  really  succeeded  in  overtaking  McDonald's. 


Company 


, — Revenues** — , 
Number  Latest  12  5-Year 

of  Months     Compounded 

Units  (millions)    Growth  Rate 


, —  Earnings  — ., 
Latest  12  5-Year 

Months       Compounded        Recent 
Per  Share     Growth  Rate  Price 


Price/ 
1967-72       Earnings 
Price  Range     Ratio 


Bonanza  IntI 
Church  Fried  Chicken 
Denny's  Inc 

260 
350 
770 

$  20 

60 

141 

52o/0 

86 

51 

$  .20 

1.25 

.60 

dp 
74% 
6 

15% 
21% 

163/4 

47y2-13/4t 
533/8-73/4tt 
52% -41/4 

78 
18 
28 

Friendly  Ice  Cream 
Gino's 
Hardee's  Food 

330 
330 
580 

67 

123 

97 

25 
33 
40 

.70 
.97 
.76 

18 

22 

9 

35 

303/4 

38»/4-7t 
481/4-2% 

36%  -3% 

50 
32 
25 

McDonald's 
Pizza  Hut 
Sambos 

2,200 
855 
203 

345 
52 
16 

47 

45 
47 

.88 
.94 
.89 

51 
31 

36 

73% 

34% 
41  % 

73% -2% 
353/4-3%tt 
43     -4%tt 

83 
37 
47 

'Burger  King   (Pillsbury)  ond  Kentucky  Fried  Chicken   (Heublein),  major  lectors  in  the  industry  after  McDonald's,  do  not  break  out  figures  separately  from  those  of  the  parent. 
"Excludes  franchise  system  revenues.        d-p  Deficit  to  profit.         t'968-72  Price  Range.         tt'969-72  Price  Range. 
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Clean  Toilets.  What's  that  got  to  do  with  selling  hamburgers?  Plenty,  says 
Kroc.  He  saw  that  they  were  dean  because  "dirty  toilets  lose  customers." 


saw  the  McDonald's  operation.  Two 
thousand  stores  later,  the  basic  prin- 
ciples have  not  changed. 

Big  as  it  is  today,  McDonald's  still 
has  a  low  ratio  of  labor  costs  to  sales. 
It  has  30,000  employees  today,  its 
franchisees  another  82,500.  But  the 
labor  is  used  with  superefficiency. 

Most  of  McDonald's  labor  force 
consists  of  high  school  and  college 
students  and  housewives,  90%  of  them 
part-time.  This  enables  McDonald's  to 
do  something  most  employers  can  only 
dream  of:  staff  heavily  for  rush  hours, 


cut  back  for  nonrush  hours. 

Most  of  these  employees  get  the 
legal  minimum  wage,  $1.60  an  hour, 
with  no  fringe  benefits.  Without  such 
flexibility,  McDonald's  and  other  fast- 
food  chains  couldn't  combine  fast  ser- 
vice with  low  prices.  Thus,  it  is  hard- 
ly surprising  that  Ray  Kroc,  who  is  an 
enthusiastic  backer  of  Richard  M. 
Nixon,  lobbied  hard  and  long  against 
the  recent  proposal  to  raise  the  min- 
imum wage  to  $2. 

If  McDonald's  had  contented  itself 
with  franchising  a  name  and  a  system, 


however,  it  would  never  have  grown 
the  way  it  did.  Ray  Kroc  was  dis- 
satisfied with  simply  franchising.  An 
alternative  was  to  do  what  most  fran- 
chisers do,  force  the  franchisees  to 
buy  certain  products  or  equipment 
on  which  the  franchiser  makes  a  nice 
profit.  But  Kroc  wasn't  enthusiastic 
about  these  arrangements;  too  much 
potential  for  legal  hassles,  kickbacks 
and  the  like.  What  to  do? 

Why  Not  Be  a  Landlord? 

Hany  Sonneborn,  Kroc's  former 
partner,  hit  upon  the  idea  of  putting 
McDonald's  into  the  real  estate  busi- 
ness. That  is,  the  franchisee  would 
have  to  lease  the  ground  and /or  store 
from  McDonald's.  As  its  franchises 
have  become  more  and  more  desir- 
able, as  volume  climbed,  the  rents 
have  steadily  mounted,  from  6.25%  of 
the  store's  gross  income  to  8.5%. 

The  arithmetic  of  being  a  landlord 
is  very  handsome  from  McDonald's 
point  of  view.  In  1968  rental  income 
was  $17  million.  Last  year  it  was  about 
$58  million.  Over  the  same  period  its 
lease  costs  (interest,  ground  rents, 
etc.)  grew  only  $14  million  to  about 
$21  million.  As  a  consequence,  Mc- 


Nearly  4/2  years  of  testing,  and 
the  product  still  is  in  the  tryout 
stage.  A  rocket?  A  revolutionary 
new  auto?  No,  just  McDonald's 
long  flirtation  with  chicken.  The 
company  has  test-marketed  fried 
chicken  extensively  and  formulat- 
ed it  endlessly.  The  bird  remains 
grounded. 

Nevertheless,  there  probably jkvill 
be  chicken  in  McDonald's  future. 
As  the  easy  market  expansion  in 
hamburgers  runs  out,  the  compa- 
ny will  have  to  look  increasing- 
ly to  internal  growth— that  is,  to 
producing  additional  volume  from 
existing  stores.  McDonald's  has 
tried  roast  beef  sandwiches  and 
strawberry  shortcake,  and  has 
dropped  them.  The  company  came 
in  late  and  was  used  to  being  first. 
Fried  chicken,  however,  would 
seem  to  be  a  natural.  It  would 
sharply  increase  volume  per  unit 
and  is  suited  to  advance  prepara- 
tion and  packaging. 

What  are  the  problems?  Some 
are  technical.  Says  Fred  Turner: 
"There  are  still  several  problems. 
One  is  with  the  marinating  formu- 
la, which,  when  fried,  lacks  a  con- 
sistency. This  comes  about  because 
we  are  using  a  frozen  process 
again.  At  our  size  we  couldn't  con- 
sider using  fresh  chickens  and  then 
frying  them.  Price  and  other  fac- 


Chicken  About  Chicken? 

tors  wouldn't  make  it  appear  to  be 
very  economical." 

Selling  fried  chicken  would  in- 
volve a  considerable  capital  out- 
lay for  McDonald's  in  extra  equip- 
ment. The  amount:  around 
$14,000  a  store.  Multiply  that  by 
some  2,000  stores  and  that's  $28 
million,  a  not  inconsiderable 
amount  of  money.  What  would  it 
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add  in  the  way  of  additional  reve- 
nues per  store?  That's  a  ticklish 
one,  because  some  of  McDonald's 
chicken  buyers  would  pass  up 
hamburgers.  The  best  guess  ac- 
cording to  one  analyst:  around 
$50,000,  or  an  addition  of  10%  to 
store  revenues. 

Profits  on  chicken  are  quite  high, 
estimated  at  around  30%  before 
taxes.  So  that  could  mean  around 
$7,500  in  after-tax  earnings  per 
store,  a  50%  return  on  the  added 
investment.  Even  for  McDonald's, 
that's  not  chicken  feed,  when  you 
have  to  constantly  maintain  a 
growth  rate  of  over  30%. 

Surprisingly,  a  number  of  Mc- 
Donald's franchisees  are  against 
chicken.  They  worry,  much  more 
than  the  comprny  itself,  about  di- 
luting the  image  of  McDonald's 
as  basically  a  hamburger  opera- 
tion. More  important,  many  fear  a 
major  move  by  McDonald's  into 
chicken  would  touch  off  a  price 
war  between  McDonald's  and 
3,500-store  leader,  Kentucky 
Fried  Chicken,  which  could  be 
ruinous  for  everyone. 

For  all  this,  McDonald's  Fried 
Chicken  seems  inevitable.  The 
caution,  however,  is  understand- 
able. When  your  stock  sells  at  80 
times  earnings,  you  can't  afford  to 
stumble.  Not  even  a  little. 
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Field  &  Stream 
made  the  best  catch 
this  year  in 
the  leisure  market. 


1247  pages  of 
advertising. 
Jhe  biggest  year 
in  our  history. 

Over  100  ad  pages  an  issue! 
That's  some  prize  catch  for  Field  & 
Stream.  While  we  pushed  on  to  new 
heights,  we're  happy  to  report  that  it 
was  also  a  very  good  year  for  all  our 
friends  in  the  outdoor  field. 

What  makes  it  happen?  We 
think  our  philosophy  sums  up  the  way 
people  want  to  live  today.  Field  & 
Stream  concentrates  on  the  perfect  life. 
A  life  tuned  to  nature,  to  Tie  enjoyment 
of  mountain  air,  the  excitement  of  sport 
shooting,  to  the  pure  joy  of  fishing  lakes, 
streams  and  oceans,  to  all  the  things 
menandwomenlovetodo  in  their  hours 
away  from  home  and  business. 

The  leisure  and  recreation  field 
is  a  broad  and  booming  market,  and 
advertisers  should  take  time  this  minute 
to  look  into  it.  You'd  be  amazed  at  the 
vast  cross  section  of  advertisers  you'll 
find  in  Field  &  Stream. 


Confidential 
LOANS 

$1,500  to 
$12,500 

■  The  nationally  recognized  financial 
service  used  regularly  by  over 
20,000  professional,  executive,  and 
technical  men  and  women  like  you. 

■  A  quick  and  extremely 
confidential  source  of  credit  for 
immediate  needs  or  as  a  credit 
line  whenever  you  need  it. 

■  No  collateral ...  no  embarrassing 
investigation.  No  charge  for 
establishing  your  credit  line. 

■  Simple  details  handled  over  the 
phone  or  by  personal  mail  from 
the  privacy  of  your  home  or  office. 

■  THE  quiet  service  for  your 
financial  needs.  Dial  our  private, 
toll  free,  number  800-328-7328  or 

write  Charles  R.  Donner,  Executive 
Loan  Director. 
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Industrial  Credit 
Financial  Services 


241  Hamm  Building, 

Saint  Paul,  Minnesota  55102 

Member:  American  Industrial  Bankers 

Association  since  1937. 


You  can't 

make  a  birdie 

on  bonds. 


A  condominium  villa  or  homesite  at  Delray 
Dunes  is  one  of  the  finest  real  estate 
investments  anywhere. 

Happily,  just  a  few  miles  from 
Palm  Beach  and  the  Atlantic  Ocean,  it's 
always  in  the  sun.  With  18  spectacular  holes 
of  championship  golf  and  tennis  courts, 
it's  bound  to  be  one  of  the  brightest  items 
in  your  portfolio.  Certainly,  it'll  be  the 
most  fun. 

Write  your  name  and  address  on  this 
page  and  send  it  to  us  and  we'll  send  you 
the  whole  story. 


« 


delray  dunes 

golf  and  ^/counlry  club  villas 
15  miles  south  of  West  Palm 
at  Golf  Road  and  Military  Trail 

RFD  750,  Oept.  F-115 
Delray  Beach.  Florida  33444 

"This  offering  not  available  to  residents 
in  states  where  prohibited  by  law." 


Donald's  profit  from  leasing  went  from 
$3  million  to  $37  million. 

In  fact,  rentals,  while  they  account 
for  only  about  15%  of  the  company's 
gross  income,  account  for  33%  of  net 
profits.  Profits  from  company-owned 
stores  account  for  another  45%,  leav- 
ing franchise  and  royalty  revenues, 
16%,  the  smallest  part  of  the  pie. 

Those  who  regarded  McDonald's  as 
just  another  hamburger  franchiser 
overlooked  these  vital  differences. 

Nor  did  they  allow  for  the  great 
and  growing  role  that  advertising  pro- 
motion would  make  on  McDonald's 
success.  The  company  is  today  the 
second-biggest  national  retail  televi- 
sion advertiser  in  the  U.S.,  spendng 
$40  million  last  year. 

But  growth  brings  its  own  prob- 
lems. McDonald's  system  sales  last 
year  were  already  over  $1  billion.  In 
the  three  years  1971,  1972  and  1973, 
McDonald's  alone  will  have  opened 
nearly  1,000  new  stores. 

This  cannot  go  on  forever.  Noth- 
ing grows  to  the  skies.  Howard  John- 
son's once  looked  as  irresistible  as 
McDonald's,  but  now  has  slowed  to 
a  growth  rate  of  about  10%  a  year. 
Somewhere,  somehow,  the  same  thing 
will  happen  to  McDonald's.  (To  which 
Kroc  replies:  "That's  a  lot  of  crap," 
and  goes  on  to  talk  about  a  world- 
wide potential  of  12,000  stores,  six 
times  the  current  figure. ) 

Can  McDonald's  keep  it  up?  Only 
if  it  can  continue  to  produce  internal 
growth;  getting  more  out  of  existing 
stores.  In  1968  McDonald's  began  to 
renovate  its  existing  stores  and  in- 
crease the  size  of  new  stores  to  pro- 
vide for  tables  and  chairs  inside.  This 
has  attracted  customers  who  were  un- 
willing to  eat  in  their  cars.  Also,  after 
an  earlier  unsuccessful  attempt  to  in- 
troduce breakfast  items  to  the  menu, 
McDonald's  has  come  up  with  what 
appears  to  be  an  extremely  success- 
ful breakfast,  the  Egg  McMuffin.  The 
900  stores  testing  it  are  approaching 
$100  a  day  in  extra  revenue,  and 
Turner  says  that  will  build. 

The  second  answer  is:  Move  into 
new  areas.  Naturally,  McDonald's  has 
tackled  the  ripest  territories  first— sub- 
urbs and  heavily  trafficked  roads.  The 
company  now  is  moving  into  the  in- 
ner cities. 

"We  were  scared  about  the  cities," 
says  President  Fred  Turner.  "We  are 
well  aware  of  the  problems  in  the 
cities,  like  getting  good  help  and  theft 
and  bribery  and  high  fixed  costs.  But 
we  think  we  can  handle  it.  The  an- 
swer is  that  our  city  stores  are  produc- 
ing enough  volume  to  take  care  of 
the  problems."  So  far  McDonald's  has 
opened  about  50  big-city  stores.  Fred 
Turner  claims  the  inner  city  stores  are 
averaging   about   $1    million   a   year, 


twieethe  Whime  of  the  typical  store. 
Turner  has  also  tested  Mini-Macs, 
smaller  stores  for  smaller  towns.  He 
is  also  getting  ready  for  a  big  push 
overseas.  There  are  two  stores  in 
Paris,  19  in  Japan;  and  stores  will 
start  to  open  in  Britain  this  year. 

Hurdles  Ahead 

The  stock  market  is  saying  that 
•McDonald's  growth  can  go  on  almost 
forever.  It  prices  McDonald's  at  78 
times  earnings  and  30  times  book  val- 
ue. McDonald's,  to  justify  its  current 
price,  will  have  to  be  earning  some- 
thing like  $5  a  share,  and  be  selling 
$5  billion  worth  of  hamburgers. 

Are  such  numbers  achievable?  Per- 
haps, but  the  odds  are  against  them. 
They  won't  stop  the  growth.  But  they 
may  slow  it. 

The  cities,  for  example,  where  31% 
of  the  U.S.  population  lives.  Howard 
Johnson  Jr.,  president  of  the  famous 
chain,  has  this  comment  on  doing  busi- 
ness in  the  cities:  "They  are  a  can 
of  worms.  We  would  never  think  of 
trying  to  crack  that  market."  But  crack 
it  McDonald's  must  to  keep  up  its 
growth  rate. 

In  one  city,  at  least,  McDonald's 
is  taking  its  lumps.  McDonald's  has 
filed  an  antitrust  suit  in  San  Francisco 
against  restaurant  trade  associations 
and  unions  alleging  that  these  organi- 
zations have  kept  McDonald's  from 
opening  more  stores  there. 

Foreign  expansion  looks  good  on 
paper.  How  will  it  work  out  in  prac- 
tice? Admittedly  McDonald's  is  pack- 
ing them  in  on  the  Champs  Elysees 
and  the  Ginza,  which  are  superhigh- 
volume  stores.  But  the  Champs  Ely- 
sees  and  the  Ginza  aren't  the  world. 
Japan  looks  promising,  but  it  poses 
problems.  Even  Canada  proved  a 
tough  nut  for  McDonald's  to  crack. 
"Our  subfranchisee  there  did  a  lousy 
job,"  says  President  Turner.  "We 
bought  it  back  from  him  and  it  was 
a  real  headache  for  a  few  years." 

How  big  a  headache?  Try  $15  mil- 
lion in  unforseen  costs  to  straighten 
out  the  Canadian  operations,  just  to 
get  them  into  the  black. 

There  are  two  questions  to  ask 
about  McDonald's.  Is  it  really  worth 
$2.9  billion,  close  to  80  times  1972 
earnings?  The  answer  is:  Can  any 
company  be  worth  80  times  earnings? 

The  other  question  concerns  man- 
agement. Here  the  answer  is  easier. 
This  still  youngish  company  in  a  cut- 
throat business  has  turned  out  to  have 
some  of  the  best  management  in  the 
U.S.  Its  secret,  if  secret  it  be,  is  sim- 
ply a  fanatical  attention  to  detail  and 
a  willingness  to  try  new  approaches 
to  old  problems.  Which  is  a  "concept" 
in  a  way,  but  it  is  the  oldest  concept 
of  them  all.  ■ 
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The  Great  Land  Rush  of  73.. 

. . .  has  nothing  to  do  with  farming,  little  to  do 
with  minerals,  but  everything  to  do  with  heat 


In  days  of  old  when  newspapers 
had  Sunday  supplements  filled  with 
wildly  improbable  stories,  a  perennial 
feature  showed  how  it  was  possible 
to  generate  power  from  the  heat  of 
the  earth's  core.  Like  as  not,  it  would 
carry  pictures  of  one  of  the  geysers 
of  the  American  West,  or  the  instal- 
lation at  Larderello,  Italy,  that  had 
been  generating  electricity  from  natu- 
ral steam  since  1904. 

Well,  there  are  some  new  believers 
these  days.  Within  two  months,  the 
Interior  Department  will  put  up  for 
lease  59  million  acres  of  potential 
geothermal  federal  land  in  14  western 
states  (see  map,  which  excludes  North 
and  South  Dakota,  Hawaii  and  Alas- 
ka). About  1  million  prime  acres— 
where  natural  steam  vents  or  hot  water 
pools  confirm  the  existence  of  thermal 
wells— are  expected  to  go  at  compet- 
itive bidding  for  about  $15  per  acre 
per  year.  The  rest,  without  obvious 
thermal  signs  but  deemed  geologically 
promising,  will  be  leased  at  $1  per 
acre  per  year  for  ten  years.  If  no  geo- 


thermal steam  is  found,  the  lease  can 
be  converted  to  a  mineral  lease  if 
anything  else  of  value  turns  up. 

There  is,  of  course,  a  touch  of 
magic  in  geothermal  power.  Wells 
sunk  into  the  bowels  of  the  earth  yield 
apparently  inexhaustible  amounts  of 
steam  or  boiling  water  whose  heat 
can  be  used  to  spin  turbines  and  gen- 
erate vast  amounts  of  electricity.  Vast 
amounts?  A  recent  study  sponsored 
by  the  National  Science  Foundation 
estimated  that  the  U.S.'  geothermal 
resources  could  generate  132,000  meg- 
awatts of  electricity  by  1985,  vs.  a 
current  total  U.S.  capacity  of  about 
350,000  Mw.  It  uses  no  foreign  ex- 
change, as  imported  oil  would.  It 
would  probably  be  the  cleanest  power 
ever  generated.  And  it's  cheap:  Pacific 
Gas  &  Electric  already  generates  pow- 
er from  steam  in  the  Geysers  area  of 
California  for  5.3  mills  per  kilowatt 
hour— just  over  half  a  cent— us.  7  mills 
per  kwh  for  other  thermally  gen- 
erated power  in  California  and  8.5 
mills  to  9  mills  for  nuclear  power. 


ENERGY  FROM  THE  EARTH'S  CORE 


KNOWN  GEOTHERMAL  AREAS 
AREAS  VALUABLE  PROSPECTIVELY 
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After  all,  there's  no  fuel  cost  for 
geothermal  power. 

If  geothermal  power  is  so  good, 
why  hasn't  it  been  developed  already? 
"Because  there  were  power  sources 
available  where  the  absolute  costs 
were  going  down  and  there  were  no 
uncertainties,"  says  Dr.  Martin  Gold- 
smith of  the  California  Institute  of 
Technology.  "Coal  and  oil  were  cheap 
and  readily  available,  and  when  you 
built  a  fossil-fueled  plant  you  knew 
exactly  what  it  would  cost,  how  much 
power  you  would  get  and  how  long 
the  plant  would  last.  This  wasn't  so 
with  geothermal  power.  Now  there 
are  uncertainties  with  conventional 
plants,  and  the  costs  are  rising." 

Among  the  companies  currently  ex- 
ploring and  drilling  for  geothermal 
energy  are  Union  Oil,  Standard  Oil  of 
California,  Getty  Oil,  Phillips  Petro- 
leum, Gulf  Oil  and  Mobil  Oil.  Most 
of  these  are  expected  to  apply  for 
leases  on  the  federal  lands,  and  many 
not  now  exploring  are  also  expected 
to  be  bidders. 

An  additional  reason  for  the  wide- 
spread interest  is  the  promising  nature 
of  test  surveys  to  date,  such  as  carried 
out  by  Senturion  Sciences,  a  Tulsa- 
based  geothermal  research  company. 
"We  have  found  six  very  likely  areas 
out  of  31  tests  we  have  conducted," 
says  Senturion's  President  John  Bailey. 
"We  use  the  surface  geology  and  un- 
derground vibrations  to  show  us  the 
best  places  to  look." 

The  Geysers  area  project,  like  most 
in  operation  or  under  construction 
around  the  world,  uses  natural  dry 
steam  to  spin  its  turbine  generators. 
But  San  Diego  Gas  &  Electric 
(Forbes,  Apr.  15),  working  with 
Magma  Power,  hopes  to  complete  a 
plant  this  year  that  will  use  heat  from 
natural  hot  water,  a  far  more  common 
natural  resource.  Its  success,  says  the 
Center  for  Energy  Information,  will 
make  the  northern  Gulf  of  Mexico  an- 
other likely  area.  Because  such  hot 
water  often  contains  corrosive  or  con- 
taminating minerals,  it  may  be  pumped 
back  into  the  earth  after  heat  has 
been  extracter1. 

But  perhaps  the  best  indication  of 
the  potential  of  geothermal  power  is 
rising  congressional  interest  in  the  sub- 
ject. Two  bills  are  expected  to  be  in- 
troduced this  session  of  Congress  to 
stimulate  geothermal  development. 
They  will  initiate  a  $10-million,  five- 
year  program  of  research  into  geo- 
thermal power  techniques,  and  estab- 
lish a  loan  program,  backed  by  a 
$20-million  revolving  fund,  to  finance 
private  exploration  and  power  gen- 
eration from  geothermal  areas,  the 
recovery  of  mineral  by-products  and 
even  the  possible  desalination  of  water 
as  a  side  benefit.   ■ 
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to  keep  an 


ugly  little  golf  company 


-.V, 


We  Quit! 


WE  QUIT  TRYING  TO  BE  A 
LOT  OF  THINGS  THAT 
WE  WEREN'T. 

Near  bankruptcy  meant  we  had  to 
change  our  ways,  and  stop  some 
ridiculous  practices  that  were  hurt- 
ing you  as  well  as  us.  It  also  gave 
fresh  management  an  excuse  to  try 
some  ideas  new  to  the  golf  indus- 
try. A  whole  new  company  rose 
from  the  ashes  of  near  defeat. 
We're  different  from  what  we  used 
to  be;  we're  different  from  our  big 
well-known  competitors  —  and  we 
ain't  as  good  as  we're  gonna  be. 
We're  building  a  different  —  and 
better  —  company    that   already    is 


building  different  —  and  maybe  bet- 
ter—  products.  And  we're  doing  it 
with  just  plain  old  people  who 
learned,  in  1970,  the  tragedy  of 
trying  to  be  like  everyone  else  in 
the  golf  industry. 

WE  QUIT. 

NOW  IT'S  YOUR  TURN. 

1.  We  believe  you're  sick  and  tired 
of  wild  product  claims,  full  of 
diagrams  and  four-color  ex- 
perts, that  try  to  convince  you 
the  object  of  the  game  is  to  hit 
the  ball  as  far  as  you  can. 

2.  We  believe  the  Golf  Profes- 
sional's help  is  the  only  real 
way  you'll  improve  your  game. 
Don't  see  your  Pro  because  of 
the  equipment  he  can  sell  you 
(although  it  is  by  far  the  best) 
—  see  him  because  he  can  sell 
you  some  lessons  that  will  make 
you  swing  better  —  that's  the 
key,  and  you  know  it. 

3.  We  believe  the  cost  of  top  qual- 
ity pro-line  equipment  is  too 
high  and  .while  you  want  to  buy 

.ProFessjonaI 
qolr  co(vipANy___ 


:  '  i 


1  f  3 


-!»A»,    ^apc 


*i^^^ 


2 


from  your  Pro  ,  you  don't  want 
to  pay  some  of  those  unreal 
prices. 

4.  We  believe  you  don't  want  a 
Golf  Pro  to  make  you  wait  for 
an  end-of-season  "deal"  on 
equipment.  You  want  top  pro- 
line equipment  —  at  fair  prices 

—  when  you*  want  to  buy  and 
use  it. 

5.  We  believe  our  company,  Pro- 
fessional Golf  Company,  will 
succeed  if  we  try  to  do  fewer 
things  than  our  competitors  but 
do  those  things  as  well  as  we, 
or  anybody,  possibly  can.  We 
have  far  fewer  items  in  our  lines 
of  First  Flight  —  Arnold   Palmer 

—  Duckster  Sportswear  —  Hotze 
Golf  Bags  than  we  used  to.  But 
keeping  things  simple  has  al- 
lowed us  to  specialize,  improve 
quality,  even  reduce  some 
prices,  while  holding  others  to 
reasonable  levels. 

6.  And  we'll  succeed  —  and  you'll 
continue  to  benefit  —  if  we  keep 
stressing  the  need  for  mutually 
profitable  operations  to  our  em- 
ployees and  customers,  and  if 
we  can  attract,  hold  and  de- 
velop the  people  needed  to  pro- 
duce in  line  with  our  beliefs. 

Because  we're  trying  with  that  Avis 
spirit  so  rare  in  our  industry  to  give 
a    Volkswagon-like    company    a 


Mercedes  image,  our  products  and 
service  and  prices  are  going  to 
have  to  satisfy. 

The  workmanship  —  the  design  ex- 
cellence—  of  our  FTD  irons  has 
to  be  obvious  in  all  our  First  Flight 
and  Arnold  Palmer  clubs. 
The  Palmer  glove  has  to  remain 
the  leader.  A  Duckster  jacket  or 
our  golf  ball  can  never  cause  dis- 
satisfaction. 

The  Hotze  bag  must  continue  to 
be   the   standard    of   quality  —  not 


styling  —  Quality  of  the  industry. 
While  we  don't  stress  styling,  you'll 
be  interested  that  two  of  our  Pro 
line  competitors  have  us  style  and 
produce  their  bag  lines  for  them. 
Sure  it's  presumptuous  to  say  we 
want  to  be  the  Steuben  (for  style) 
of  our  industry,  the  Polaroid  (for 
product  individuality),  the  IBM  (for 
marketing  and  service  performance) 
and  the  Mercedes  (for  all-around 
excellence).  But  that's  what  we 
want  our  little  Chattanooga  (and 
Cleveland,  Tennessee;  Hamden, 
Connecticut;  Pocahontas,  Arkansas) 
company  to  become.  As  we  work 
toward  these  goals,  you  benefit. 

WHO  SAID  NOBODY 
LIKES  A  QUITTER? 

We'll  be  running  a  few  more  ads 
like  this  in  the  next  several  months. 
You'll  recognize  them  because 
they're  different.  We  hope  you'll 
find  them  interesting  enough  to  talk 
to  your  Golf  Pro  about  them.  He's 
awfully  important  to  each  of  us  — 
as  we  both  try  to  improve  our  game. 
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The  Money  Men 


Horatio  Alger, 
Part  II 


His  friends  admired  movie  stars 
and  professional  ballplayers.  But 
not  J.B.  Fuqua.  His  childhood  hero 
was  the  Wall  Street  broker.  Fol- 
lowing his  own  intuitions,  the  Vir- 
ginia farm  boy  grew  rich  by  pio- 
neering television  in  the  South  and 
then  by  creating  a  successful  lei- 
sure-time conglomerate  called— 
what  else?— Fuqua  Industries 
(1972  sales:  $430  million).  To- 
day he  has  one  of  the  South's  grand- 
est fortunes,  some  $50  million. 

What?  Not  another  Horatio  Al- 
ger story?  No,  this  story  begins 
where  the  usual  rags-to-riches  saga 
ends.  J.B.  has  his  fortune.  His  prob- 
lem today  is  the  tricky  task  of  pre- 
serving it.  That  takes  brains. 

Ever  wonder  how  the  big  boys 
with  the  big  chips  make  their 
money  work  for  them,  while  they 
duck  nettlesome  taxes?  Consider 
this.  In  the  last  two  years  Fuqua 
virtually  created  a  second  public 
company  called  Gable  Industries, 
entered  big-time  apartment  devel- 
oping for  the  first  time  and  inno- 
vated a  low-risk  and  profitable  ap- 
proach to  oil  and  gas  investing.  All 
that  in  the  name  of  preservation 
of  capital.  And  as  you  might  guess, 
in  the  process  the  Atlanta  business- 
man is  making  new  millions. 

Why  doesn't  Fuqua  just  retire 
to  sit  on  his  wallet?  First,  he's  only 
54  and  still  vigorous.  More  impor- 
tant, he  has  learned  that  the  best 
defense  is  a  good  offense.  A  man 
who  will  spend  his  holidays  read- 
ing financial  reports,  Fuqua  seems 
to  be  working  harder  than  ever. 

Forbes  caught  up  to  him  out  of 
town  in  a  Los  Angeles  hotel.  Be- 
tween phone  calls  and  business 
conferences,  he  tried  to  explain  his 
recent  flurry  of  investments:  "All 
I'm  trying  to  do  is  simplify  my 
life."  When  the  reporter  looked 
puzzled,  the  usually  taciturn  Fu- 
qua elaborated:  "It  goes  back 
some  years.  I  never  felt  that  I 
could  afford  the  taxes  on  personal 
dividends,  so  my  privately  held 
TV  station  in  Augusta  slowly  ac- 
cumulated about  $4  million  in 
cash.  Then,  two  years  ago,  my  tax 
experts  warned  me  that  the  Gov- 
ernment might  call  the  money  'an 
unwarranted  accumulation  surplus' 
and  take  most  of  it  through  taxes." 

He  had  to  put  the   money  to 


Fuqua  of  Fuqua  Industries 


work.  So  he  bought  40%  of  pub- 
licly held  Central  Foundry  Co.,  a 
downtrodden  cast-iron  pipe  manu- 
facturer. Then  Central  and  Fuqua's 
profitable  TV  station  merged  to 
create  Gable  Industries,  which  to- 
day is  a  $150-million  (revenues) 
public  company  primed  for  fur- 
ther construction  acquisitions.  Fu- 
qua ended  up  with  62%  of  Gable's 
stock  and  a  board  seat. 

Forbes  pointed  out  that  the  deal 
didn't  sound  at  all  simple.  Why 
didn't  you  just  buy  another  profit- 
able TV  station?  "First,  radio  and 
TV  stations  are  too  expensive  these 
days.  I  couldn't  get  a  good  return 
on  my  money.  Second,  I've  learned 
that  the  smaller  the  acquisition,  the 
bigger  the  management  headaches. 
Little  companies  never  have  pro- 
fessional management  in  depth.  So 
a  second  station  might  have 
demanded  more  of  my  attention 
than  Gable  Industries  does." 

Unfortunately,  the  New  York 
Stock  Exchange  stepped  in  and 
really  complicated  matters.  Alarmed 
that  one  man  would  hold  the  ma- 
jority of  Gable's  stock,  the  exchange 
ordered  Fuqua  to  sell  about  half 
his  holdings  to  the  public.  His 
460,000-share  offering  at  $27  will 
net  him  roughly  $9  million  after 
commissions  and  capital  gains  taxes. 

How's  that  for  preserving  capital? 
A  deal  created  to  preserve  $4  mil- 
lion suddenly  looks  like  it  will  yield 
$9  million  in  cash.  And  Fuqua 
still  owns  26%  of  Gable,  worth 
around  $12  million  on  the  open 
market.  The  immediate  problem, 
of  course,  was  how  to  preserve 
that  new  $9  million.  Fuqua  said 
he  ruled  out  any  further  public 
stock  investments.  But  how  come? 


We  noted  that  he  had  done  ex- 
tremely well  with  Gable.  Why  not 
reinvest  in  another  undervalued 
company?  "Because  I  don't  want 
to  expose  any  more  of  my  assets 
to  daily  price  changes.  With  my 
Fuqua  and  Gable  holdings,  I  al- 
ready have  enough  [some  $35  mil- 
lion] at  risk  in  the  stock  market." 

Predictably,  he  invested  heavily 
in  municipal  bonds.  But  not  as 
heavily  as  you  might  think.  A  man 
like  Fuqua  who  really  wanted  to 
eliminate  risks  could  put  all  his 
money,  all  $50  million,  in  munici- 
pals and  get  back  about  $7,000  a 
day— tax  free.  Trouble  is,  that's  too 
defensive  for  a  lifelong  wheeler- 
dealer.  Fuqua  doesn't  want  to  quit 
now,  not  at  54.  He  wants  to  keep 
playing  the  investment  game,  only 
a  little  more  conservatively. 

In  all,  he  sank  about  $3  million 
in  bonds.  He  split  the  other  $6 
million  between  apartment  devel- 
oping and  oil  and  gas  drilling. 

Apartments?  And  oil  wells?  We 
said  that  wasn't  our  idea  of  low- 
risk  investing.  "You're  right,"  said 
Fuqua.  "They  usually  aren't.  But 
my  approach  is  a  little  unusual." 

Fuqua  is  no  newcomer  to  real 
estate.  He  considers  it  his  best  life- 
time investment.  By  trial  and  error 
over  the  years  he  developed  a  dis- 
ciplined and  profitable  technique! 
He  bought  raw  land  close  to  town 
by  the  acre,  waited  no  more  than 
five  years  and  then  sold  out  to 
builders  by  the  lot— often  lor  dou- 
ble his  money.  The  secret  was  al- 
ways buying  in  the  path  ol  and 
within  15  miles  of  growing  eities, 
like  Atlanta  and  Augusta. 

As  his  assets  grew,  he  did  an 
unusual  thing.  He  bought  more  e\ 
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pensive  land  closer  and  closer  to 
downtown.  That's  the  opposite  of 
what  many  pros  do.  They  start 
speculating  in  deteriorating  down- 
town areas  and  graduate  to  the 
booming  suburbs.  But  Fuqua  didn't 
invest  in  any  downtown.  He  picked 
cities  with  progressive  business  and 
community  leadership.  In  other 
words,  cities  with  downtowns  that 
were  likely  to  boom,  too. 

"Atlanta  and  Birmingham  were 
once  about  equal  25  years  ago 
when  I  started  investing  in  real 
estate,"  recalls  Fuqua.  "But  over 
the  years  Atlanta  boomed,  while 
Birmingham  stayed  about  like  it 
was.  Why?  Because  Atlanta  had 
leadership;  Birmingham  didn't." 
Fuqua  never  put  a  dime  in  Bir- 
mingham. By  contrast,  today  he 
owns  land  all  around  Atlanta,  in- 
cluding three  low-rise  buildings 
right  at  Five  Points,  the  city's 
Times  Square,  an  area  already 
zoned  for  high-rise  redevelopment. 

Until  last  year,  hayloft  or  high- 
rise,  Fuqua's  basic  strategy  re- 
mained unchanged.  He  didn't  build 
anything  himself;  he  waited  and 
sold  out  to  the  professional  builders. 

Why  just  hold  and  wait?  First, 
that's  the  simpler  way  to  invest,  and 
we  all  know  about  Fuqua  and  sim- 
plicity. Moreover,  he  wasn't  forced 
to  do  anything  more.  His  proper- 
ties' carrying  charges,  though  rel- 
atively modest,  were  big  enough 
to  shelter  his  average  annual  in- 
come—until last  year's  windfall.  „ 

"Developing  looks  like  the  an- 
swer," says  Fuqua.  His  cash  plus 
the  knowhow  of  a  partner,  a  pro- 
fessional builder,  will  produce  2,000 
garden  apartment  units  in  Houston 
this  year  and  oodles  of  carrying 
charges  and  depreciation  for  years 
to  come.  "I'm  looking  for  an  annual 
cash-flow  return  on  my  investment 
of  15  cents  on  the  dollar.  Of  course, 
that's  tax  free." 

v-  Developing  can  be  risky.  But 
Fuqua  says  he  screened  and  re- 
screened  the  deal  before  he  put 
up  a  dime:  "I  talked  with  bankers, 
insurance  companies  and  construc- 
tion lenders  who  knew  my  partner 
and  the  project.  I'm  satisfied." 

Fuqua  likes  real  estate.  But  oil 
and  gas  investing  is  another  story. 
He  had  avoided  it  for  years:  "I 
was  always  afraid  to  death  of  Wall 
Street  drilling  funds.  When  I  read 
the  prospectuses'  fine  print,  it  al- 
ways seemed  like  the  syndicators 
were  taking  half  the  money  off  the 


top  before  drilling  any  holes.  They 
sold  drilling  as  a  tax  gimmick,  not 
as  an  investment.  I  want  a  good 
return  on  my  money." 

Of  course,  some  exploration  drill- 
ing deals  offer  huge  returns— if  the 
wells  become  bonanzas.  But  Fuqua 
never  liked  those  odds:  "I'm  not 
temperamentally  geared  to  gam- 
bling for  a  high  return.  Every  year 
my  wife  and  I  used  to  go  all  the 
way  up  to  the  Kentucky  Derby.  But 
all  my  bets  were  at  the  $2  window." 

But  Fuqua  had  begun  reading 
extensively  about  the  coming  ener- 
gy crisis.  He  found  the  problem 
compelling,  both  as  a  concerned 
citizen  and  as  a  canny  capitalist. 
Says  Fuqua:  "If  I  were  starting  in 
business  today,  I'd  go  into  natural 
resources.  There  is  a  limited  amount 
of  resources  in  the  world.  And  the 
law  of  supply  and  demand  is  going 
to  drive  up  the  price." 

But  he  rejected  the  idea  of  found- 
ing a  new  business.  Too  risky  and 
time-consuming.  Instead,  with  the 
help  of  $10,000  worth  of  guidance 
from  some  independent  engineers, 
he  teamed  up  with  two  small  oil 
and  gas  companies  to  drill  wells 
in  proven  areas.  In  most  cases,  the 
low-yielding  fields  had  been  by- 
passed years  before.  But  now  that 
prices  are  rising,  especially  the 
price  of  clean-burning  natural  gas, 
it  is  again  profitable  to  drill  new 
wells.  And  at  almost  no  risk. 

"We've  drilled  about  50  wells 
this  year  in  Texas  and  West  Vir- 
ginia," he  says,  "and  we  haven't 
hit  a  dry  hole  yet.  Meanwhile,  in 
West  Virginia,  the  price  of  natural 
gas  has  gone  from  30  cents  per 
thousand  cubic  feet  to  45  cents. 
At  that  price  I  can  get  my  invest- 
ment back  in  three  years.  And  I'm 
optimistic  that  the  price  will  soon 
go  to  50-60  cents.  Maybe  more." 

His  next  step  is  to  leverage  his 
investment.  He  plans  to  borrow 
against  his  proven  reserves  and  re- 
invest in  a  new  Texas  field.  "I  could 
double  my  holdings  without  adding 
another  dollar  of  equity." 

An  average  investor  could  never 
hope  to  duplicate  Fuqua's  deals. 
He's  so  rich  now  that  he  can  vir- 
tually dictate  his  own  terms— bank- 
roll the  builder  of  his  choice;  cre- 
ate his  own  drilling  program;  or 
whatever  else  he  wants.  Along  the 
way,  his  self-made  deals  make  the 
self-made  man  even  richer.  Which, 
to  say  the  obvious,  is  one  nice  way 
to  preserve  a  fortune.  ■ 


Almost  any  day 
in  the 
newspapers- 

Ads  offer  you  puts  &  calls,  municipal 
bonds,or  mutual  funds,  convertible 
preferreds,  selected  common  stocks, 
or  chances  for  arbitrage,  gains  in 
commodities,  high  interest  on 
corporates— or  more  information  on 
REIT's. 

Confusing  for  the  average  investor? 

We  think  so. 

That's  why  we  suggest  talking  to 
somebody  who  can  put  all  of  these 
investment  instruments  in  focus— 
for  you. 

Someone  who  can  speak  with 
facts,  knowledge,  and  authority 
about  just  which  ones  could  play  a 
sensible  part  in  your  own  investment 
planning— and  just  which  ones 
couldn't,  as  well. 

Here  at  RSI  we  call  those  people 
Account  Executives— and  we  have 
more  than  1 , 1 00  of  them  staffing 
our  offices  from  coast  to  coast. 

Come  in  and  get  the  clearest 
picture  any  one  of  them  can 
give  you  on  just  how 
he  thinks  you  should 
be  investing  your 
money  to  best  ad- 
vantage—in today's 
market. 

In  the  meantime, 
if  you'd  like  to  know 
more  about  Reynolds, 
simply  mail  the 
coupon. 


Yes,  please  mail  me  a  copy  of 

"10  Reasons  Why  You  Should  Have 

an  Account  at  Reynolds." 
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Unexpected  Dividend.  For  East- 
ern Gas's  Boston  Gas  subsidiary, 
the  natural  gas  shortage  may  be  a 
blessing  in  disguise.  The  use  of 
liquefied  natural  gas  might  have 
less  impact  in  New  England  than 
elsewhere  in  the  U.S.  The  reason: 
Imported  LNG  at  $1.25  an  mcf 
looks  a  lot  less  exorbitant  to  a 
utility-  accustomed  to  paying  85 
<cents  an  mcf  than  it  does  to  one 
paying,  say,  35  or  40  cents.  At  left, 
Boston    Gas's    LNG    storage    tanks. 


Coal  Hopes  for  Eastern  Gas 

Among  major  U.S.  coal  companies,  Boston's  Eastern  Gas  & 
Fuel  seems  to  have  hedged  its  bets  better  than  most 


Some  coal  companies  may  find  them- 
selves impaled  on  the  twin  horns  of 
falling  productivity  and  rising  envi- 
ronmentalism  (Forbes,  Nov.  15);  but 
Eli  Goldston,  52,  the  canny  and  dis- 
armingly  folksy  president  of  Eastern 
Gas  &  Fuel  Associates,  doesn't  expect 
his  to  be  one  of  them. 

True,  Eastern's  plan  to  help  develop 
Union  Pacific's  vast,  low-sulphur  coal 
holdings  fell  apart  last  month;  Gold- 
ston is  also  having  his  problems  main- 
taining the  output  of  Eastern's  18 
Appalachian  mines.  But  for  all  that, 
in  1972  Eastern  racked  up  its  second- 
best  year  on  revenues  of  $330  million. 
And  this  year  it  should  show  the 
highest  income  from  operations  in  the 
company's  43-year  history. 

"Six  or  seven  years  ago,"  he  says, 


"we  set  out  to  end  up  being  able  to 
dig  20  million  tons  of  coal  and  to 
have  a  pattern  of  distribution  that 
was  half  steam  coal  [for  utility  use] 
and  half  metallurgical  [for  steel  use]. 
On  the  steam  side,  we  said  we  wanted 
customers  who'd  be  willing  to  sign 
long-term  contracts  and  stand  a  rea- 
sonably good  chance  of  being  able  to 
carry  them  out.  On  the  metallurgical 
side,  we  said  we  wanted  to  lay  it  off 
in  about  equal  bites,  about  one-third 
domestic  (including  Canada),  one- 
third  Japan  and  one-third  Europe." 

In  so  doing,  Goldston  pretty  effec- 
tively minimized  most  of  Eastern's  en- 
vironmental problems.  Eastern  has 
only  three  utility  coal  customers- 
Carolina  Power  &  Light,  which  buys 
coal  with  a  sulphur  content  so  low 


(less  than  1%)  that  Goldston  figures 
it  would  be  about  the  last  to  be 
phased  out  of  any  market;  the  On- 
tario Hydroelectric  Power  Commis- 
sion, which  buys  high-sulphur  coal 
but  isn't  subject  to  U.S.  environmental 
restrictions;  and  Detroit  Edison, 
which  is  subject  to  them  but  was 
willing  to  assume  the  ecological  risks 
of  using  high-sulphur  coal. 

In  metallurgical  coal,  Goldston  suc- 
ceeded in  getting  his  three-way  split. 
His  Japanese  business  is  under  long- 
term  contract,  and  in  the  Common 
and  U.S.  markets  he  is  relying  on  the 
unsurpassed  quality  of  Eastern's  par- 
ticular low-volatile  reserves. 

Given  the  diversity  of  most  of  the 
companies  in  the  coal  industry,  com- 
parisons are  sticky.  But  thanks  to  its 
balance  between  steam  and  metallur- 
gical coals,  domestic  and  foreign 
customers,  Eastern  boasts  one  of  the 
best  records  in  the  industry,  and  un- 
til the  1971  strike  better  in  re- 
turn on  equity    (14%)    and   earnings 


Cash  &  Consequences 


One  major  element  in  Eastern  Gas 
&  Fuel's  recent  performance  has 
been  the  skillful  financial  manage- 
ment Eli  Goldston  has  brought  to 
the  company  since  it  acquired  Mid- 
land Enterprises  back  in  1961.  The 
means  have  varied  but  the  pattern 
is  consistent:  shrink  the  equity,  ex- 
pand the  debt,  and  in  the  process 
maximize  the  return.  In  the  past 
five  years,  for  instance,  despite  nu- 
merous stock  dividends  and  exer- 
cise of  options,  the  number  of 
outstanding  Eastern  shares  held 
stable,  while  long-term  debt  has 
soared  from  $114  million  to  $200 
million.  Result:  a  return  on  equity 
that  in  most  years  has  run  around 
14%. 

But  don't  call  this  simple  lever- 
age. Goldston  spurns  such  a  sim- 
pleminded  analysis.  "Our  funda- 
mental strategy,"  he  explains,  "has 
been  to  create  appropriate  finan- 
cial clothes  for  a  growing  business, 
and  what  we  have  done  time  and 


time  again  is  to  determine  a  con- 
servative and  optimum  financial 
structure  for  each  of  our  busi- 
nesses. Where  that  optimum  struc- 
ture could  be  achieved  by  ad- 
ditional debt,  we  added  debt, 
and  where  that  wasn't  neces- 
sary, we  often  did  it  by  shrinking 
the  equity." 

What  this  has  meant  is  that 
Eastern's  coal,  gas  and  barge  busi- 
nesses do  most  of  their  own  financ- 
ing. The  parent  company,  in  fact, 
carries  only  $16  million  or  so  of  the 
$200  million  of  outstanding  debt. 
Thus,  Boston  Gas  sold  $10  million 
worth  of  25-year  debentures  last 
year  to  repay  short-term  bank  bor- 
rowings. The  barge  line  sold  $22.5 
million  in  first  preferred  ship  mort- 
gage bonds  early  last  spring  to 
finance  the  expansion  of  its  fleet. 
The  coal  company  more  often  than 
not  finances  its  expansion  with  its 
customers'  money  and  repays  its 
borrowings    not    in    cash    but    in 


coal.  "By  the  third  quarter  of 
last  year,"  Goldston  says,  "we 
had  more  cash  and  credit  capac- 
ity than  we  could  reasonably  use 
in  our  businesses,  so  we  bought 
in  510,000  of  our  shares  for  $12.9 
million." 

What  Goldston  is  saying  is  that 
physical  assets  are  less  important 
than  dependable  rash  How.  Or  you 
can  put  it  this  way:  Cash  How  is 
the  most  important  asset.  "The  way 
you  tell  if  a  company  has  an  ap- 
propriate capital  structure,"  Gold- 
ston  goes  on,  "is  not  by  taking  the 
debt-tO-equity  ratio,  but  by  start- 
ing from  the  dynamics  ol  cash 
flow  and  building  a  balance  sheet 
with  its  ratios.  Yon  assess  the  I  ei 
tainty  ol  cash  inflow  and  the  uv< 

sity  of  cash  outflow,  making  certain 

there  are  surge  points  that  give 
you  protection.  There  can  he  in- 
terruptions—strikes,  natural  and 
mechanical  disasters,  bul  you  factoi 

all   these  thing!   in,   and   then   you 
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growth  (11%  annually)  than  any  oth- 
er major  company  save  Pittston. 

Eastern  never  has  achieved  the  20- 
million-ton  production  goal  Goldston 
set  for  it  in  the  mid-Sixties.  Its  current 
theoretical  mine  capacity  is  still  around 
16  million  tons  a  year;  but  largely 
because  of  the  new  mine  health 
and  safety  regulations,  Eastern  was 
hard  put  to  turn  out  even  13  million 
tons  last  year,  vs.  14.5  million  tons  as 
recently  as  1970.  Goldston  expects  to 
recover  at  least  part  of  the  productivi- 
ty losses,  once  his  work  force  adjusts 
to  the  new  rules,  and  to  make  up  the 
rest  by  using  the  highly  productive 
long-wall  mining  technique.  Indeed, 
Eastern's  main  hope  for  growth  in 
coal  profits  lies  in  lifting  output  closer 
to  that  20-million-ton  level. 

However  successful  Goldston  is  in 
that  area,  Eastern's  two  other  major 
businesses— Boston  Gas,  a  $90-million- 
a-year  gas  utility,  and  Midland  En- 
terprises, a  $65-million-a-year  barge 
transportation  outfit— are  flourishing. 
Bolstered  by  soaring  demand  and  the 
acquisition  of  some  of  New  England 
Electric's  old  gas  properties,  Boston 
Gas's  sales  and  earnings  are  breaking 
all  records;  while  Midland  Enterprises 
—which  recently  acquired  a  barge 
line  that  moves  liquids  throughout 
mid-America— expects  to  catch  a  new 
boom  as  the  area's  utility  plants  sup- 
plant natural  gas  with  oil. 

But  Goldston  is  still  rightfully  pin- 
ning his  first  hopes  on  coal.  It  may  be 
true  that  coal  provides  only  50%  of 
Eastern's  sales;  but  it  also  provides, 
even  in  a  bad  year  like  1971,  closer 
to  two-thirds  of  its  net  after  taxes.  ■ 


see  if  you  can  say:  I  have  unused 
credit  capacity  or  excess  cash  in    " 
the   system   that   can  handle   any 
such  disaster  that  I  can  imagine. 

"If  you  can  do  that  and  still  have 
a  lot  of  space  to  move  around  in, 
then  you're  conservatively  capital- 
ized. It's  not  a  question  of  how 
much  debt  you  can  pile  on  how 
much  equity,  but  whether  you've 
got  the  assurance  of  cash  flow  to 
support  what  debt  you  do  have.  On 
that  basis,  we're  one  of  the  most 
conservatively  capitalized  compa- 
nies in  the  U.S.  On  the  inflow 
side,  we've  got  a  perpetual  fran- 
chise to  distribute  gas  in  Boston. 
In  the  barge  line,  we've  got  well 
over  half  our  business  under  long- 
term  contracts  with  escalation  pro- 
visions. Our  coal  is  sold  under  con- 
tracts with  escalation  provisions. 
So  the  certainty  of  inflow  is  there. 
Shrink  equity  and  pile  on  debt? 
That  isn't  our  philosophy:  That's 
the  consequence  of  our  philosophy." 


These  Notes  have  not  been  and  are  not  being  offered  to  the  public. 
This  advertisement  appears  as  a  matter  of  record  only. 
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"Itisifthowmuch 
you  give 
that  counts, 
itis  the  spirit." 

Baloney. 


Too  many  people  make  a  token 
contribution  to  the  United  Way 
Campaign,  and  sit  back  and  figure 
they've  done  all  they  should. 

They  haven't.  A  token  contribution 
isn't  enough.  Our  community 
doesn't  have  token  problems.  If 
you  really  care,  if  you  really  want 
to  help  solve  our  problems,  you'll 
give  more  than  a  token.  You'll  give 
your  Fair  Share. 

You'll  realize  why  the  spirit  of 
giving  just  isn't  enough  anymore. 
And  you'll  probably  know,  and 
care  about,  how  much  there 
is  to  do. 

If  you  don't  do  it,  it  won't  get  done. 


advertising  contributed  for  the  public  good 
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SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $14,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $14,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . . . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 
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Blessing  in  Disguise? 

Belgian  Petrofina's  disasters  enabled  it  to  prosper 
by  sitting  out  a  whole  generation  of  oil  company 
troubles.  But  now  the  game  is  getting  harder. 


Petrofina  S.A.,  whose  sales  of  over 
S2  billion  make  it  Belgium's  biggest 
enterprise',  is  today  one  of  the  world's 
most  profitable  oil  companies.  It  is  not 
a  giant  in  oil  company  terms:  Includ- 
ing its  63%  interest  in  American  Petro- 
fina, it  is  little  more  than  a  third  as 
large  as  the  smallest  of  the  Seven 
Sisters.  But  last  year,  not  a  bad  year 
for  the  oil  majors,  and  by  no  means 
the  best  year  for  Petrofina  following 
a  substantial  increase  in  share  capital, 
it  headed  them  all  with  14.6%  return 
on  equity.  The  Seven  Sisters  averaged 
11.1%.  Five  second-rank  oil  companies 
(Arco,  Conoco,  Phillips  Petroleum, 
Union  Oil,  Occidental  Petroleum)  av- 
eraged only  8.8%. 

The  man  who  restored  Petrofina's 
fortunes  is  one  Baron  Laurent  Wol- 
ters,  and  he  certainly  restored  it  from 
a  dead  start  after  World  War  II  end- 
ed: Petrofina's  refineries  at  Dunkirk 
had  gone  up  in  flames  {see  picture), 
all  its  tankers  save  one  had  been 
sunk,  and  its  oil  fields  at  Ploesti  in 
Romania  had  been  nationalized  with- 
out compensation.  All  Wolters  had 
left  was  about  $8  million  in  cash  and 
securities— no  vast  amount  even  in 
those  days— prudently  salted  away  in 
the  U.S.  and  Great  Britain. 

Lacking  enough  money  for  both  ex- 
ploration and  rebuilding  his  refining 
and  marketing  facilities,  Wolters  de- 
cided to  give  up  exploration.  For  oil 
he  negotiated  a  contract  with  British 
Petroleum  to  run  until  1980,  at  cost 
plus  reportedly  only  18  cents  to  20 
cents  a  barrel.  At  the  time  it  was  a 
nice  deal  for  BP  too,  but  today  BP 
could  readily  get  cost  plus  40  cents  to 
45  cents.  What  Petrofina  got  was  the 


cheapest  purchased  crude  in  the 
world.  Even  today,  only  12%  of  its  21- 
million-ton  refinery  throughput  comes 
from  its  own  wells,  mostly  in  safe 
western  areas  like  the  U.S.,  Canada' 
and  the  North  Sea. 

"We  found  the  price  we  were  pay- 
ing was  lower  than  anything  we  could 
have  explored  and  found  for  our- 
selves," explains  Jacques  Meeus  (pro- 
nounced Mayus),  who  recently  suc- 
ceeded Wolters  as  chief  executive.  "It 
was  better  to  use  our  money  in  other 
sectors  like  refining,  chemicals  and 
marketing."  And  use  it  wisely  Petro- 
fina did,  building  a  cost-conscious 
business  second  to  none.  Compared 
with  usual  top-heavy  oil  company 
head  offices,  the  janitor-to-chairman 
payroll  at  Petrofina's  headquarters  to- 
tals only  250  people.  Says  one  oil 
analyst:  "The  majors  were  always  pro- 
duction-conscious and  oriented.  Petro- 
fina concentrated  on  marketing,  where 
it  excelled.  Then  again,  because  Petro- 
fina is  small,  it  can  respond  to  changes 
fast.  A  district  manager  can  call  the 
chairman  when  a  market  has  turned 
bad  and  get  out  of  it  immediately. 
It  would  take  three  months  at  other 
companies." 

When  European  demand  went  wild 
in  1970,  rising  15%  vs.  the  anticipated 
7%,  Petrofina  didn't  flinch.  Tanker 
rates  were  going  through  the  roof, 
rising  to  worldscale  300,  but  end- 
product  prices  were  not,  and  profits 
were  disappearing.  So  Petrofina  char- 
tered out  its  own  tankers  and  fed  its 
pumps  with  purchased  gasoline. 

"We  are  profit-conscious,  not  vol- 
ume-conscious," says  Meeus.  "We'll 
never     hesitate      to      decrease      our 


The  World  War  II  reireat  from  Dunkirk  was  a  disaster  for  Britain  and  for 
Petrofina,  whose  blazing  refinery  was  the  backdrop  of  the  embarkation. 


sales  when  we  are  getting  no  return." 
When  Petrofina  went  into  chemi- 
cals, it  gambled  by  building  in  part- 
nership with  Phillips  the  huge,  half- 
million-ton-capacity  Petrochim  ethy- 
lene plant  at  Antwerp.  But  there  was 
no  gamble  about  the  figures.  Costs 
were  pared  to  the  bone,  and  long-term 
contracts  were  signed  with  built-in 
cost  escalation  clauses.  To  get  such 
d^eals,  you  have  to  settle  for  modest 
profits.  But  when  the  recession  turned 
most  European  chemical  operations 
into  a  throughput  of  red  ink,  Petro- 
chim stayed  in  the  black  and  ran  close 
to  capacity.  "Give  me  low  costs  and 
profits  any  time  rather  than  the  other 
way  round,"  says  Meeus. 

Back  to  Earth 

But  the  magic  contract  with  BP 
will  not  run  forever,  and  Petrofina  is 
getting  more  and  more  into  crude  ex- 
ploration and  production,  which  now 
take  38%  of  its  investment  spending. 
The  lion's  share  of  this  is  going  into 
the  North  Sea,  where  Petrofina  is 
partners  with  Phillips  Petroleum  to 
the  tune  of  a  30%  stake  in  the  Nor- 
wegian Ekofisk  oilfield,  the  biggest 
find  so  far  in  the  North  Sea. 

The  North  Sea  may  be  small  beer 
to  the  majors,  but  to  a  company  like 
Petrofina  it  is  the  big  time.  Besides 
getting  substantial  volumes  of  North 
Sea  gas,  by  the  mid-1970s  Petrofina 
will  likely  be  getting  7.5  million  tons 
of  low-sulphur  crude  annually  from  its 
share  of  the  Norwegian  discovery. 
That's  enough  to  triple  its  crude  pro- 
duction to  nearly  a  third  of  its  current 
refinery  needs.  With  North  Sea  output 
predicted  to  lift  per-share  earnings 
250%  by  1975,  Petrofina's  stock  on  the 
Brussels  exchange  has  soared  to  an  all- 
time  high  price/ earnings  ratio  of  20. 

But  North  Sea  oil  is  expensive  and 
hard  to  get  at.  The  Norwegian  govern- 
ment is  hesitating  about  letting  its  oil 
be  pipelined  to  Britain  and  refined 
there.  It  wants  the  oil  landed  in  Nor- 
way—which means  tio  pipeline  be- 
cause ol  the  mile-deep  trench  between 
the  oilfield  and  the  Norwegian  coast. 
That  won  require  the  use  ol  tankers, 
which,  in  the  turbulent  North  Sea. 
invokes  higher  COSl  and  constant  risk 
ol  supply  interruptions. 

In    the    large,    it    also    means    thai 

reality  has  caught  up  with  Petrofina. 
Politics  cost  it  its  refinery,  its  tankers 
and  its  oilfields  in  and  soon  allei 
World    War    II.    The    HP   deal    kept    it 

at  one  remove  from  the  Middle  East 
( inbroglio.  Yet   Norway's  government 

shows  signs  ol  behaving  all  too  like 
the    sheiks,    and     letrofina     maj     find 

itsell  paying  the  high  price  ol  political 
interference  for  iis  lucrative  North  Sea 

crude,   Must   luck,  like  all  good  tilings 

someday  end?  Perhaps.  ■ 
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Isn't  it  about  time  there  was  a 

science  magazine  for  people  who 

are  neither  geniuses  nor  dummies? 
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Isaac  Asimov  on  the  Ultimate  Speed  Limit 
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Discoveries  about  genetics  that  could 
affect  your-children  and  their  children. 

*  But  no  one  to  tell  you  the  facts 
about  them. 

Discoveries  about  matter 
and  time  that  could  change  your  whole 
philosophical  outlook. 

But  no  one  to  explain  them 
clearly  to  you. 

Discoveries  about  pollution 
that  could  get  you  angry  (or  hopeful) 
enough  to  go  out  in  the  street  and  start 
passing  around  circulars. 

But  no  one  to  point  out  their 
significance  to  you. 

Discoveries  in  everything 
from  psychology  to  cybernetics  that  could 
change  the  way  you  live,  think,  learn, 
even  make  love. 


And  so  many  are  hidden  in 
technical  magazines  you  don't  have  the 
background  to  understand.  Or  in 
oversimplified  magazines  you  wouldn't 
waste  time  with. 

It's  wrong.  Today,  science  is 
far  too  important,  and  too  fascinating,  to 
leave  so  many  people  out. 

That's  why  we  created  the  new 
SATURDAY  REVIEW/SCIENCE 

As  soon  as  you  open  up  your  first  issue, 
you'll  wish  there'd  been  a  science  maga- 
zine like  it  years  ago. 

You'll  find  crystal-clear 
articles,  written  with  style  and  wit,  that 
explain  the  latest  discoveries  in  every  field 
where  something  is  happening.  With  no 
dull  technical  jargon  and  no  baby  talk. 

You'll  find  articles  that  explain 
what  the  discoveries  are  likely  to  mean. 
Where  they're  likely  to  lead. 

You'll  find  articles  that  tell 
you  what  you  can  do  when  you're  disturbed 
ab*but  something  that  scientists  are 
planning  for  you. 

And,  as  far  as  the  graphics  go, 
you'll  find  a  science  magazine  that  uses  the 
top  designers  and  illustrators  of  our  day.  A 
science  magazine  lavish  with  color. 

Here  is  just  a  sample  of  recent 
and  upcoming  articles; 

•  What  are  the  Russians  learning  about 
ESP? 

•  Can  you  or  your  teenager  become 
a  drug  addict  in  one  day? 

•  Chemical  sex:  more  fun  than  a 
willing  partner? 

•  When  the  self-reproducing  computers 
arrive— where  will  that  leave  us? 

•  What  scientists  are  learning  about 
riots— and  how  to  defuse  them. 


•  Cloning:  what  will  happen  when 
scientists  can  take  one  of  your  body 
cells  and  produce  one,  two— or  even 
hundreds— of  exact  duplicates  of  you? 

Special  half-price  Charter  Rate 

A  magazine  that  keeps  you  up-to-date  on 
some  of  the  most  fascinating  discoveries  of 
our  time. 

That  offers  a  forum  where 
the  great  scientific  controversies  of  our 
day  can  be  explored  and  debated. 

Isn't  this  the  kind  of  magazine 
you  and  your  family  will  really  use  and 
enjoy? 

Then  try  SATURDAY 
REVIEW/ SCIENCE.  Right  now  you  can 
get  an  Introductory  half-price 
Charter  Rate:  $6.00  for  one  year 
(regularly  $12.00). 
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Box  2043 

Rock  Island,  Illinois  61207 

Enter  my  Introductory  subscription  to 
Saturday  Review/Science  at  the  half- 
price  Charter  Rate  of  $6.00  for  one  year 
(regular  $12.00  for  12  issues)  with  a 
guarantee  that  I  must  enjoy  it  or  you'll 
give  me  a  full  refund  on  unmailed  copies. 

□  Payment  Enclosed        □  Bill  me 

(offer  good  only  in  U.S.  and  Canada) 
Name 


Address- 
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If  you  are  currently  a  subscriber  to  Saturday 
Review,  SR/SCIENCE  is  already  included 
in  your  subscription  as  part  of  SR's  new  total 
information  program  covering  the  arts, 
education,  the  society,  as  well  as  science. 


As  I  See  It 


An  Interview  with  John  Maddox: 


Environmentalism  May  Be  Doing 
More  Harm  Than  Good 


Atfacking  the  ecology  movement  today  is  like  sneering  at  motherhood, 
but  this  too  we  feel  should  be  subjected  to  rational  examination.  Like 
everybody,  we're  for  ecology.  But,  like  everybody,  we're  not  entirely  sure 
what  we  want  to  preserve— or  what  we  want  to  pay  to  preserve  it. 

That's  why  we  were  so  interested  in  John  Maddox'  new  book.  Mad- 
dox has  impressive  credentials  in  ecology.  But  he  has  just  written  a 
book  questioning  whether  the  environmental  problems  created  by  in- 
dustrial capitalism  are  as  serious,  and  environmentalism  as  noble  an 
impulse,  as  people  seem  to  think. 

Maddox  is  a  theoretical  physicist  and  editor  of  Britain's  prestigious 
weekly,  Nature.  His  book  is  called  The  Doomsday  Syndrome  (McGraw- 
Hill,  $6.95).  We  interviewed  Maddox  recently  in  New  York. 


Maddox:  I  wrote  this  book  because 
a  year  ago  I  became  offended  by  the 
way  people  were  talking  about  en- 
vironmental problems  without  having 
any  sense  of  economics  or  history.  It's 
one  thing  to  be  properly  concerned 
about  air  pollution,  and  it's  another 
to  forget  that  a  hundred  years  ago 
we  had  much  more  serious  environ- 
mental problems  that  were  subse- 
quently solved.  In  the  1870s  people 
were  desperately  anxious,  and  rightly 
so,  because  they  didn't  understand, 
for  example,  where  infectious  disease 
came  from.  We're  in  a  better  position 
now  to  understand  problems.  It  seems 
to  me  most  of  the  environmental  prob- 
lems are  not  matters  of  ecological  ca- 
tastrophe, but  really  of  economic  pri- 
orities.   Does    one    actually    want    to 


spend  2%  of  the  gross  national  prod- 
uct on  clean  air  and  water?  And  if 
so,  what  will  one  give  up  instead? 

What  you  argue  in  your  book  is 
that  the  environment  is  pretty  sturdy 
and  can  take  a  great  deal  of  insult. 

Maddox:  That's  right.  The  case  of 
DDT  and  its  effect  on  wildlife  is  a 
good  illustration.  All  kinds  of  people 
who  should  know  better  have  stood 
up  and  said  it's  well  known  that  DDT 
is  spread  all  over  the  world,  by  which 
they  mean  you  can  find  traces  of 
DDT  in  birdlife  in  the  Antarctic.  But 
the  concentrations  of  DDT  there  are 
one-thousandth  of  the  amount  you 
find  in  California.  So  it  seems  to  me 
the    figures    support    the    contention 


Jobs  vs.  birds:  Ecological  alternatives? 
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that  DDT  is  still  largely  concentrated 
where  it  was  used.  There's  no  evi- 
dence at  all,  for  example,  that  the 
flamingos  in  Africa,  even  though  they 
are  fish-eating  birds,  have  been  dam- 
aged. And  it  turns  out  that  the  peli- 
cans off  the  coast  of  California  that 
failed  to  breed  a  couple  of  years  ago, 
which  have  been  held  up  as  a  kind 
of  symbol  of  global  pollution  by  DDT, 
are  back  breeding  now.  They  were, 
in  fact,  damaged  by  pesticides  put 
out  in  large  quantities  by  a  chemical 
manufacturer  in  Los  Angeles,  and 
though  the  pelicans  in  colonies  off 
Los  Angeles  and  Santa  Barbara  were 
affected,  the  ones  to  the  north  near 
Big  Sur  were  all  right. 

What  you're,  saying  is  that  our  pol- 
lution problems  are.  local— that  we 
may  harm  pelicans  if  we  dump  DDT 
off  Los  Angeles,  but  we're  fX?t  going 
to  damage  penguins  by  remotg  con- 
trol in  Antarctica. 

Maddox:  That's  right.  Another  thing 
that  makes  me  very  cross  is  that  peo- 
ple leap  to  the  conclusion  that  DDT 
must  somehow  be  responsible  for  any 
change  in  the  ecology.  Herring  have 
been  much  less  plentiful  in  the  North 
Sea  in  the  past  four  or  five  years, 
and  in  Britain  people  have  been  say- 
ing, obviously  the  herring  have  been 
killed  off  by  DDT.  Then,  when  you 
look  at  the  figures,  you  discover  had- 
dock and  plaice  are  actually  much 
more  common  than  they  used  to  be, 
so  that  what's  happened  is  really  some 
kind  of  ecological  change— maybe  a 
temperature  or  salinity  change. 
What's  happening  is  an  interesting 
ecological  problem,  but  to  blame  it  on 
DDT  is  absurd.  There  isn't  a  shred 
of  evidence  to  connect  the  two. 

Fred  Hartley  of  Union  Oil  got 
caught  in  quite  a  ruckus  a  few  years 
ago  when  he  was  accused  of  having 
dismissed  the  Santa  Barbara  oil  spill 
on  the  grounds  that  it  had  damaged 
only  a  few  birds.  Aren't  you  really 
arguing  that  this  is  not  an  unreason- 
able attitude— that  the  benefits  to  hu- 
man beings  far  oidweigh  the  damage 
to  other  creatures? 

Maddox:    I    admit    the    conservation 

question  is  quite  tricky.  I  think  there 
are  strong  arguments  lor  preserving 
organisms  ol  all  kinds,  even  bacteria. 
But  it  seems  to  me  that  there's  no 
case  for  thinking  each  particular  colo- 
ny of  animals  should  be  kept  |usl  as  it 

is,  in  good  shape.  In  Britain,  some 
years  ago,  [mperial  Chemical   [ndus 
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tries  wanted  to  build  a  reservoir  in  a 
valley  in  Wiltshire,  and  the  botanists 
immediately  protested  that  this  valley 
contained  the  only  collection  of  Alpine 
flowers  in  Britain  left  from  the  last 
ice  age.  There  are  many  such  flowers 
in  France  and  Sweden,  and  Switzer- 
land is  full  of  them.  So  it  seems  to  me 
there's  no  conservation  case  here, 
though  there  may  be  an  aesthetic 
one.  To  suggest  that  flooding  that 
valley  would  actually  destroy  some- 
thing unique  in  the  world  is  rubbish. 

But  surely  you  can't  feel  that  a 
concern  for  the  environment— even  an 
exaggerated  one— is  bad? 

Maddox:  I  find  that  the  most  worry- 
ing thing  about  the  whole  environ- 
mental movement  is  that  it  does  create 
this  enormous  polarization  between 
one  side  and  the  other.  I  agree  the 
population  problem  is  serious,  I  am 
as  anxious  as  the  next  man  that  we 
shan't  be  killed  off  by  something  in 
the  environment,  and  I  do  prefer 
clean  air  to  dirty  air.  But  these  issues 
must  be  looked  at  economically. 

In  your  book  you  call  this  fear  of 
environmental  catastrophe  the  dooms- 
day syndrome,  and  suggest  it  had  its 
origins  in  the  postwar  concern  over 
the  perils  of  radioactive  fallout. 

Maddox:  In  the  Fifties  it  seemed  to 
me  that  fallout  was  a  serious  environ- 
mental problem— I  spent  a  lot  of  time 
battling  against  weapons  tests  my- 
self. It  could  really  have  had  quite 
a  large  effect,  and  it's  only  quite  re- 
cently that  people  have  been  able  to 
recognize  that  fallout  wouldn't  have 
been  as  damaging  as  seemed  possible 
in  the  1950s.  I  think  that  was  actually 
a  quite  just  battle.  I  think  the  en- 
vironmental movement  had  its  roots 
there.  It  was  a  time  when  it  seemed 
proper  for  scientists  to  leave  the  lab- 
oratory and  engage  in  public  activity 
of  all  kinds.  A  good  many,  I  suspect, 
relished  the  sense  of  demagoguery. 

Demagoguery? 

Maddox:  There's  a  very  revealing 
sentence  in  Barry  Commoner's  book, 
The  Closing  Circle,  in  which  he  says 
in  effect:  In  the  1950s  we  were  all 
engaged  in  'this  righteous  battle  with 
the  Atomic  Energy  Commission,  and 
then  in  the  1960s,  with  the  partial 
test-ban  treaties,  we  were  able  to  turn 
our  attention  to  other  things.  The 
sentence  ran  something  like  this:  We 
were  wondering  what  to  do  next,  and 


along  came  Rachel  Carson.  I  think  in 
a  sense  it  was  like  that. 

What  I  don't  understand  is:  You 
approve  opposing  nuclear  testing  de- 
spite our  lack  of  knowledge  of  the 
effect  of  fallout,  but  you  don't  seem 
to  feel  we  have  to  look  before  we 
leap  in  other  areas. 

Maddox:  We  are  now  much  better 
placed  to  anticipate  the  impact  of 
technical  innovation  on  the  environ- 
ment. But  instead  of  that  making  peo- 
ple feel  rather  confident,  it's  had  the 
opposite  effect.  The  problems  of  the 
future  always  seem  more  difficult  than 
the  problems  of  the  past  because  the 
problems  of  the  future  haven't  yet 
been  solved,  and  people  go  around 
saying,  "Look  at  this  problem  that 
hasn't  been  solved,  look  at  that  prob- 
lem that  hasn't  been  solved."  A  cen- 
tury ago  we  wouldn't  have  known 
the  problems  were  there.  Look  at  the 
pharmaceutical  industry.  The  thalid- 
omide disaster  was  a  real  disaster,  but 
the  consequences  are  that  we  now 
have  very  much  better  methods  of 
screening  drugs:  new  licensing  proce- 
dures, ways  of  working  with  drugs  in 
the  laboratory.  I  would  bet  a  disaster 
like  that  will  not  happen  again. 

So  basically  you  think  we  can  stop 
worrying  about  pollution  and  go  on 
about  our  business. 

Maddox:  I'm  quite  passionately  con- 
vinced that  the  important  problems 
today  are  much  like  the  important 
problems  of  a  century  ago  and  un- 
likely to  go  away— problems  like  how 
do  you  look  after  poverty  and  how 
do  you  provide  the  means  of  upward 
mobility  in  society.  It  seems  to  me 
inconceivable  that  one  could  do  any- 
thing sensible  about  these  problems 
without  having  growth  in  the  system. 

You're  saying  environmental  prob- 
lems are  not  so  serious  that  we  have 
to    give    them    first    priority? 

Maddox:  The  richest  country  in  the 
world  can  obviously  pay  2%  of  its 
GNP  on  cleaning  up  air  and  water 
pollution.  But  I  think  that  there's  a 
danger  that  2%  spent  on  this  will  ac- 
tually limit  the  country's  capacity  to 
spend  what  it  needs  on  the  problems 
of  the  cities,  the  problems  of  poverty 
and  so  on.  What  the  environmentalists 
are  really  asking  is  not  that  we  stop 
our  present  rate  of  economic  devel- 
opment and  our  present  tendencies, 
but  that  we  should  quickly  turn  back 
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Our  Bowmar/901B  Electronic 

Calculator  is  so  compact  it  actually  fits  in  __ 

your  shirt  pocket.  Compare  its  size  (3x5x1 ")  and  weight  (less 

than  a  pocket  transistor  radio)  with  that  of  other  so-called  "pocket  models," 

which  often  measure  8"  or  more  and  weigh  two  or  three  pounds. 

But  size  and  weight  are  only  part  of  the  story.  The  Bowmar/901B  performs 
every  arithmetical  function  you  would  expect  from  an  electronic  desk  calcu- 
lator and  some  found  only  in  advanced  models.  There  are  such  niceties  as 
■  stored  constant  ■  full  floating  decimal  ■  chain  multiplication/division. 

The  Bowmar/901B  features  ■  8-digit  read-out  ■  the  advanced  technology 
of  LIC  circuitry.  ■  It's  powered  by  contained  NiCd  rechargeable  batteries 
(charger  is  included)  ■  but  it  can  be  operated  directly  from  house  current. 

As  an  executive,  salesman,  accountant,  engineer  or  student— anyone  who 
needs  fast  answers,  you  can  hardly  operate  competitively  without  the  aid  of  an 
electronic  calculator.  It  has  become  the  indispenable  tool.  But  until  now, 
price  has  been  a  hurdle.  And  here,  beyond  size  and  performance,  is  the 
best  surprise:  US-made  Bowmar/901B  costs  just  $119.95— less  than  you 
would  expect  to  pay  for  a  mechanical  calculator.  And  keep  in  mind:  Bowmar 
is  the  standard  of  quality.  You  may  find  an  electronic  calculator  for  $20  less, 
but  compare  the  maker,  features,  quality  and  guarantee. 

Or  you  may  decide  for  the  Bowmar/901D— the  "executive-deluxe"  version. 
It's  same  size,  weight  and  looks,  but  has  10-digit  read-out  and  can  be 
recharged  world-wide,  on  1 10V  and  220V. 

Order  either  Bowmar  Calculator  in  confidence  today.  Use  it  for  two  weeks. 
Then— if  it  doesn't  fill  your  every  expectation,  return  it  for  full  refund. 

There  will  be  no  quibbling.  You  are  the  only  judge.  But,  we  know  this  won't 
happen.  The  speed,  the  compactness  and  convenience  of  the  Bowmar 
Calculator  give  you  an  advantage-a  competitive  edge  you'll  simply  not 
want  to  do  without. 

Please  send  me:  □  Bowmar/901B  ($119.95);  □  Bowmar/901D  ($149.95) 
□  My  check  for  this  amount,  plus  $2.00  for  postage  and  insurance  (plus  tax 
for  California  deliveries)  is  enclosed. 

Charge  my  □  BA,  □  MC,  Account  # expires 

Signature 

Name 

Address 


.(ForMCorBAOnly) 
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.Zip. 


haveriiills 

584  Washington  Street 
San  Francisco,  Calif.  941 1 1 
F1/15 


As  I  See  It 

the  clock.  This  seems  to  me  to  raise 
all  kinds  of  political  problems,  chief 
of  which  is  that  the  voters  won't  have 
it.  In  that  sense,  the  environmentalists 
are  at  odds  with  the  community, 
which  does  seem  actually  to  like  it 

more  or  less  the  way  it  is. 

< 

Of  course,  many  environmentalists 
—Commoner  among  them— seem  as 
interested  in  changing  the  system  as 
in  protecting  the  environment. 

Maddox:  In  many  ways,  it's  an  alli- 
ance between  the  extreme  right  and 
extreme  left.  In  Britain  there  are 
people  who  feel  passionately  that 
foxes  should  be  protected  from  DDT 
so  they  can  be  saved  for  hunting  in 
winter.  At  the  other  end  of  the  spec- 
trum there  are  people  who  say  dark- 
ly we  need  a  radical  change  in  the 
economic  system.  What  they  really 
want  presumably  is  a  much  more 
highly  directed  social  system. 

But  what  is  the  harm  in  raising 
these  questions? 

Maddox:  I'm  inclined  to  think  the  en- 
vironmental movement  has  already 
done  a  fair  amount  of  damage  in  dis- 
placing priorities  from  where  they 
should  be.  I'm  really  worried  by  the 
precedent  set  by  the  auto  industry 
regulations  to  take  effect  in  1975.  Air 
pollution  is  almost  exclusively  a  city 
problem,  and  to  impose  these  regula- 
tions and  costs  on  all  motor  cars  seems 
to  me  not  necessarily  the  best  way  to 
produce  the  desired  effect.  First  of 
all,  Detroit  may  not  be  able  to  meet 
the  standards  on  purely  technical 
grounds.  If  they  do  meet  the  stan- 
dards, there's  going  to  be  a  loss  in  the 
efficiency  of  the  engine  and  a  loss  of 
efficiency  in  the  oil  refinery.  So  that's 
going  to  accentuate  the  fuel  crisis. 

What  I  think  likely  to  happen  is 
that  the  emission  controls  will  be  dis- 
covered to  operate  at  25%  of  the  pres- 
ent levels,  instead  of  10%,  and  in  1975 
Detroit  will  be  able  to  say:  Well,  look, 
we  have  invested  all  this  money,  SO 
that  the  Environmental  Protection 
Agency  will  have  to  change  its  regula- 
tions a  bit.  And  that  extra  cost  of  the 
controls  will  still  be  there.  So  maybe 
by  1982  there'll  be  a  75%  reduction  In 
output  of  pollutants  in  eities  like  New 
York.  But  long  before  that,  the  extra 
eost  of  operating  a  car  will  have  per- 
suaded people  of  the  value  ol  keep 
ing  their  ears  at  home  and  using  pub- 
lie  transport.  In  which  case,  one 
might  have  achieved  the  same  effeel 
1)>  simply  taxing  cars.  ■ 
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Moody's  Stock  Selector  for  1973 

could  lead  you  to 

this  year's  money  makers! 

Moody's  Hand  book  of  Common  Stocks 

could  help  you 
avoid  expensive  mistakes! 
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and  American  Stock  Exchanges,  plus  im- 
portant unlisted  securities  as  well. 

Data  includes: 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price  Earnings 
Ratio 


Get  both  for  the  price 
of  the  Handbook  alone! 


This  is  Moody's®  special  once-a-year  offer 
to  provide  you,  as  a  prudent  investor,  with 
specific  recommendations,  facts  and  ad- 
vice designed  to  help  you  make  intelligent 
investment  decisions,  to  help  you  select 
money-making  stocks,  to  help  you  avoid 
costly  errors  in  judgment.  And  to  provide 
this  help  at  a  cost  less  than  the  commis- 
sion on  your  next  market  transaction. 

40  Stocks  to  buy  — 

Moody's  Stock  Selector  ior  1973  is 
crammed  with  ideas  designed  to  help  you 
make  more  profitable  investment  deci- 
sions now  and  in  the  critical  months 
ahead.  In  Moody's  Stock  Selector  for  1973 
we  identify  40  stocks  that  merit  your 
attention  right  now.  Each  Moody's  recom- 
mendation is  backed  by  factual  informa- 
tion and  each  stock  is  categorized  to 
enable  you  to  focus  on  those  that  meet 
your  investment  objectives.  For  example: 

7  attractive  speculations 
7  depressed  stocks  with  turnaround 
potential 

5  stocks  to  benefit  from  a  pick-up  in 
business  spending 

7  stocks  to  benefit  from  a  further  rise 
in  consumenspending 

8  stocks  for  defensive  investment 

6  utility  stocks  for  high  income 

By  itself  Moody's  Stock  Selector  for  1973 
would  be  a  great  bonus  offer  to  the  Hand- 
book; as  part  of  this  special  once-a-year 
offer  we  are  also  including  Moody's  Indus- 
try Forecasts  for  1973— a  vital  source  of 
additional    investor    information   on    the 


industries  to  invest  in  or  be  cautious  of 
in  1973. 

The  Handbook  of  Common  Stocks 

Are  you  satisfied  with  the  performance  of 
(he  stocks  you  now  own?  Are  there  some 
you  should  sell?  Which  should  you  keep? 
When  someone  suggests  a  "hot"  stock  to 
you,  how  can  you  determine  whether  it  is 
really  a  wise  investment  or  not?  If  you're 
an  active  investor  you  should  have  facts 
readily  available  that  can  help  you  make 
intelligent,  informed  decisions  and  avoid 
costly  mistakes. 

Very  often,  just  a  few  minutes  with 
Moody's  Handbook  will  give  you  the  data 
you  need.  From  cover  to  cover,  the  new 
1000-page  PLUS  Handbook  is  packed  with 
information  you  should  check  before  you 
consider  buying  or  selling  any  stock.  The 
current  edition  covers  practically  every 
common  stock  listed  on  the  New  York 


Dividend  Payments 
Period 
Record  Date 
Payment  Date 
Last  Amount 
Average  Yield 
Price  Range 

(Recent) 
Price  Range 
(10  years) 

Years  Cash  Dividend*  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

Over  1,000  active,  widely-held  issues  are 
covered  by  a  full  page  of  facts,  figures, 
charts  and  tables— data  which  span  10 
years  of  corporate  history.  In  addition,  the 
vital  statistics  of  about  1500  other  stocks 
are  listed  in  tabular  form. 

Whether  it's  a  stock  you  now  own  or 
one  you  are  considering,  once  you've  fin- 
ished reading  about  it  in  the  Handbook, 
we're  certain  you'll  know  far  more  about 
it  than  when  you  started.  Whether  you 
should  buy  or  hold  or  switch.  And  even  if 
the  Handbook  helps  you  make  only  one 
profitable  buy— or  steers  you  away  from  a 
single  costly  mistake— it  would  be  well 
worth  its  surprisingly  low  cost. 

No  risk  trial  examination! 

Get  Moody's  Stock  Selector  for  1973  and 
Moody's  Industry  Forecasts  for  1973  as  a 
bonus  when  you  subscribe  to  Moody's 
Handbook  of  Common  Stocks  for  just  $15 
—the  cost  of  the  Hancbook  alone!  If  you 
are  not  completely  satisfied  return  the 
Handbook  for  full  refund. 


MOODY'S  INVESTORS  SERVICE,  INC. 

99  Church  St.,  New  York,  N.Y.  10007        (212)  267-8800  Ext.  370 

□  Send  me  Moody's  Handbook  of  Common  Stocks.  My  check  for  $15  is  enclosed. 

□  Save  an  additional  $10  on  a  year's  subscription  (four  issues)  for  just  $50. 

Include  both  Bonus  offers— Moody's  Stock  Selector  for  1973  and  Moody's  Industry  Forecasts 
for  1973— without  charge. 

Name  (Print  or  Type) 
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Faces  Behind  the  Figures 


The  Nuclear  Dream  (Cont.) 

John  O'Leary,  46,  has  handled 
some  pretty  important— and  poten- 
tially controversial— jobs  in  the 
energy  field  since  entering  govern- 
ment service  in  1950.  In  1967 
O'Leary  was  chief  of  the  Natural 
Gas  Bureau  in  the  rate-setting 
Federal  Power  Commission.  He 
went  from  there  to  become  direc- 
tor of  the  Bureau  of  Mines.  But 
his  latest  job  promises  to  be  the 
toughest  and  most  important  of 
all.  O'Leary  is  now  head  of  nu- 
clear reactor  licensing  for  the 
Atomic  Energy  Commission.  As 
such,  he  is  responsible  for  cutting 
the  licensing  delays  that  have 
helped  turn  the  dream  of  civilian 
nuclear  power  into  a  nightmare. 

For  a  utility  to  build  a  nuclear 
plant,  it  must  pass  muster  twice 
before  the  AEC,  first  for  a  con- 
struction permit  and  later  for  an 
operating  license.  Ideally,  the  util- 
ity manager  should  allow  one  year 
to  obtain  each  license— within  a 
ten-year  span  from  idea  to  plant 
operation.  Given  the  awesome  safe- 
ty issues  involved,  a  year  each 
doesn't  seem  unreasonable. 

But  in  1972  the  AEC  issued 
nine  construction  permits.  The 
time  between  dates  of  application 
and  issue  dates  was  27  months  on 
the  low  side  and  35  months— nearly 
three  years— on  the  high  side. 
About  a  year  before  he  completes 
his  plant,  the  manager  returns  to 
the  AEC  for  the  operating  license. 
The  AEC  in  1972  issued  six,  taking 
from  28  months  to  an  incredible 
51  months.  What's  going  on  here? 


"There  will  always  be  uncer- 
tainty and  delay  on  licensing  when 
you  have  to  go  through  the  re- 
quirements we  have  here,"  says 
O'Leary.  "How  much  of  this  is  nec- 
essary is  what  we  ask  ourselves." 
But  even  old-fashioned  bureau- 
cratic inertia  is  not  the  principal 
reason  for  the  licensing  delays.  In 
addition  to  safety,  since  a  court  de- 
cision in  1971  the  AEC  licensing 
office  must  also  consider  environ- 
mental issues  in  siting,  building  and 
operating  a  nuclear  plant. 

"The  environmental  issues  are 
becoming  routinized  now,  the  ap- 
plicants are  better  prepared  for 
the  questions  about  water  qual- 
ity," says  O'Leary.  "They  have  their 
own  marine  biologists,  and  so 
forth.  But  the  antitrust  issues— we 
don't  know  yet  what  problems 
those  will  represent." 

Antitrust?  Who  said  the  AEC 
had  to  consider  antitrust  questions? 
The  Congress  said  so,  in  amend- 
ments passed  on  Dec.  16,  1970 
to  the  Atomic  Energy  Act.  The  ra- 
tionale behind  the  amendments  is 
that  the  Government  spent  some 
$2  billion  on  research  and  devel- 
opment to  make  civilian  nuclear 
power  possible,  and  therefore  its 
benefits— of  lowering  operating  cost 
-should  be  shared  by  the  3,000 
providers  of  electricity  in  the  U.S., 
and  not  only  the  two  dozen  or  so 
large  utilities  that  can  afford  the 
capital  costs  of  the  plants. 

The  antitrust  issues  are  real 
enough,  and  the  intervenors  in  li- 
censing hearings  aren't  only  mu- 
nicipal electric  companies.  In  a 
current  Pacific  Gas  &  Electric  ap- 


plication to  build  a  nuclear  plant 
in  Mendocino,  Calif.,  Dow  Chem- 
ical is  an  intervenor.  Dow's  chlori- 
nated hydrocarbons  plant  at  Pitts- 
burg, Calif,  used  to  buy  electricity 
from  PG&E;  then  it  found  it  could 
produce  its  own  power  cheaper 
and  is  doing  so.  But  Dow  claims 
that  PGficE  prevents  it  from  par- 
ticipating with  other  small  pro- 
ducers in  ventures  to  build  eco- 
nomically sized  plants.  The  case 
could  make  antitrust  history. 

But  the  question  remains  wheth- 
er the  AEC's  licensing  office  is  the 
proper  place  to  decide  such  is- 
sues. It  has  the  job  more  by  de- 
fault than  anything  else,  after  all. 
Nuclear  energy  is  by  its  nature  a 
federal  matter,  and  so  the  AEC 
becomes  a  handy  federal  regulator 
of  the  utility  industry.  Fossil-fuel 
plants  are  subject  only  to  less  rig- 
orous state  regulation.  The  trouble 
is,  fossil  fuels  are  either  unavail- 
able or  unacceptable  today.  So  the 
switch  to  nuclear  proceeds.  The 
AEC  has  39  applications  for  oper- 
ating licenses  before  it,  and  35  ap- 
plications for  construction  permits. 

The  result  is  a  vicious  circle.  Be- 
cause the  nation's  major  utilities 
are  becoming  more  dependent  on 
nuclear  power,  delay  is  even  more 
costly.  "Two  years  ago  you  could 
afford  a  two-year  delay,"  says 
O'Leary.  "Two  years  from  now,  you 
can't."  Yet  with  antitrust  un- 
knowns, O'Leary  will  be  lucky  if 
he  achieves  his  immediate  goal, 
which  is  to  cut  a  year  from  cur- 
rent delays.  Another  ironic  break- 
through on  the  long,  rocky  road  to 
efficient  nuclear  power.   ■ 


O'Leary  of  AEC 
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Strapped  for  Cash 

Pity  poor  Bob  Hope.  He  earns,  he 
says,  "about  $2  million  a  year, 
sometimes  more.  I  get  half  a  million 
from  personal  appearances  alone." 
Yet  he's  "constantly  strapped."  We 
all  have  problems,  and  Hope's  is 
that  he  owns  $100  million  worth  of 
real  estate.  "I'm  told  I'm  the  biggest 
individual  property  owner  in  the 
San  Fernando  Valley."  His  real 
estate  taxes  run  to  $1  million  a 
year.  What  with  federal  and  state 
income  taxes  too,  "I  occasionally 
have  to  dig  into  capital." 

Hope  is  not  really  complaining, 
though.  He  piled  up  that  $100  mil- 
lion almost  income  tax  free,  and 
besides:  "I  can  remember  when  I 
used  to  work  for  $5  a  night,  at 
times  for  nothing  a  night.  Now 
I'm  rich.  Not  well  off.  Rich." 

Hope  came  by  his  real  estate 
through  oil.  "I  met  a  guy  in  Texas, 
shrewd  guy.  He  persuaded  me  and 
Bing  to  put  some  money  into  an 
oil  well  drilling  operation.  We  were 
lucky.  Bing  and  I  came  out  with 
$3.5  million  each.  That  was  in 
1949.  In  1951  I  started  throwing 
it  around  like  a  drunken  sailor, 
buying  everything  in  sight  in  the 
San  Fernando  Valley.  Well,  you 
know  what's  happened  to  property 
values  there."  They've  skyrocketed. 
Once  the  valley  was  almost  desert- 
ed; now  it's  thickly  populated. 

From  small  capital  to  $100  mil- 
lion! No  wonder  other  movie  folks 
have  sought  to  do  likewise.  Hope 
adds:  "I  think  Bing  and  I  must 
have  cost  Hollywood  $100  million. 
When  we  struck  it  rich  in  Texas, 
everybody  in  Hollywood  started  in- 
vesting money  in  oil.  Nobody 
made  a  dime.  Everyone  lost.  In  fact, 
I  haven't  made  a  dime  in  oil  since 
that  deal  Bing  and  I  had." 

The  motion  picture  business? 
"This  racy,  sophisticated  stuff 
they're  putting  on  the  screen  now; 
they're  putting  things  on  the  screen 
you  wouldn't  do  behind  a  screen. 
Sure,  some  of  them  make  money, 
but  they  chase  away  a  lot  of  regu- 
lar movie  customers.  . . . 

"There  are  more  opportunities 
today  for  good  pictures  than  ever 
before.  The  only  problem  is,  the 
knowledge  of  how  to  make  good 
pictures  is  rapidly  disappearing  in 
Hollywood." 

Is  Hope  putting  his  money  in 
"good"  pictures?  Well,  er  . . .  that 
is  .  .  .  he's  strapped  for  cash.   ■ 


Property  Owner  Hope 


Poor  Little  Rich  Man 

A  rich  man  with  another  problem 
is  Floyd  Gottwald  Jr.:  He  doesn't 
know  what  to  do  with  his  cash.  In 
some  fancy  financial  footwork  in 
the  Sixties,  Floyd's  father,  Floyd 
Sr.,  first  bought  Ethyl  Corp.  and 
then  sold  the  old  family  company, 
Albemarle  Paper.  He  ended  up 
with  a  mighty  profitable  property: 
Ethyl  last  year  netted  a  fat  16.4% 
on  equity,  7%  on  sales.  The  deal 
also  left  Ethyl,  14%  controlled  by 
the  Gottwalds,  awash  in  cash,  $143 
million  worth  at  latest  count. 

The  problem  is  that  Ethyl  is  a 
dying  business.  Half  its  earnings 
comes  from  gasoline  lead  com- 
pounds, which  the  Environmental 
Protection  Agency  is  dead  against. 
For  example,  it  has  decreed  that 
most  gas  stations  must  offer  at  least 
one  grade  of  lead-free  gas  by  1974. 

So  when  Gottwald  senior  turned 
the  company  over  to  Gottwald  jun- 
ior in  1970  he  handed  him  both 
an  opportunity  and  a  problem. 
What  has  junior  done?  Very  little. 
Ethyl  remains  fundamentally  undi- 
versified.  Its  cash  hoard  continues 
merely  to  draw  interest.  And  Eth- 
yl's stock  sells  at  a  dismal  8  times 
earnings  despite  all  its  riches. 

Reminds  us  of  the  Biblical  par- 
able about  the  master  who  left  tal- 
ents (a  large  sum  of  money)  with 
each  of  three  servants  while  he 
went  on  a  long  trip.  Two  of  them, 
who  had  invested  their  talents,  he 
rewarded.  The  third,  who  had 
merely  buried  his  in  the  ground,  he 
executed.  Rough  but  effective.  ■ 


Gottwald  of  Ethyl  Corp. 
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"Phenomenal  Burden" 

You're  a  multinational  company, 
which  means  you  already  have 
plenty  of  problems;  and  here's  an- 
other one.  As  the  world's  largest 
independent  manufacturer  of  diesel 
engines,  you  sell  them  in  165  coun- 
tries all  the  way  from  the  U.S.  and 
Canada  to  Spain  and  West  Germany 
to  Japan  and  Argentina.  More  and 
more  of  these  countries  are  be- 
coming concerned  about  pollution 
and  passing  laws  to  control  it.  The 
problem  is  that  all  the  laws  are 
different.  What  the  United  King- 
dom demands  is  not  what  Califor- 
nia demands,  which  in  turn  is  not 
what  France  demands.  How  can 
you  build  engines  to  meet  them  all? 
This,  says  Victor  Rice,  is  the 
problem  that  has  been  giving  him 
sleepless  nights.  Rice  is  director 
of  sales  and  market  development 
of  Massey-Ferguson's  Perkins  En- 
gines Group,  Ltd.,  headquartered 
in  Peterborough,  England.  Perkins 
supplies  engines  not  only  to  Massey- 
Ferguson  but  also  to  Ford,  Chrys- 
ler, General  Motors,  Allis-Chal- 
mers  and  some  850  other  custom- 
ers, some  behind  the  Iron  Curtain. 


Rice  of  Massey-Ferguson's 
Perkins  Engine  Group 


The  U.K.,  says  Rice,  has  "the 
toughest  noise  standards,  the  tough- 
est smoke  standards.  California  has 
the  toughest  emissions  standards. 
Nobody  is  now  in  step  with  any- 
body else.  Yet  we  have  to  meet  the 
standards  to  survive. 


"We  considered  two  alternatives. 
The  first,  to  concentrate  on  our 
biggest  markets  and  meet  the  stan- 
dards there.  The  second,  to  meet 
the  standards  everywhere."  Perkins 
has  put  its  engineers  to  work  on 
meeting  the  standards  everywhere. 
It's  a  phenomenal  burden  we've 
put  on  them,"  says  Rice,  "but  we're 
sure  they  can  lick  the  problem." 

Rice  believes  that  in  the  long 
run  "there  will  be  international  an- 
tipollution standards.  The  UK  stan- 
dards on  noise  and  smoke  will  be- 
come universal.  So  will  the  Cali- 
fornia laws  on  emissions." 

But  in  the  meantime  he  thinks 
the  proliferation  of  antipollution 
laws  will  actually  help  Perkins. 
For  one  thing,  it  will  shake  out 
smaller  companies  that  can't  af- 
ford to  spend  heavily  on  research 
and  development.  For  another,  he 
believes  it  will  increase  the  market 
for  diesels.  "Diesel  engines,"  he 
says,  "are  easier  to  make  pollution- 
free  than  gasoline  engines,  and 
more  economical  to  operate.  In 
North  America,  at  present,  the  gas- 
oline engine  prevails,  but  as  a  result 
of  the  antipollution  laws,  I  think 
the  balance  is  going  to  shift."  ■ 


Follow  the  Yellow  Brick  Road 

Near  the  end  of  The  Wizard  of 
Oz,  Dorothy  finds  she  didn't  have 
to  fly  to  Oz  for  happiness;  it  was 
there  all  the  time,  in  her  own  back- 
yard. Harry  T.  Marks,  64,  looks 
and  talks  more  like  Franklin  D. 
Roosevelt  than  Judy  Garland.  But 
as  president  of  Cleveland's  Ferro 
Corp.  for  14  years,  and  now  chair- 
man, he  has  had  a  similar  experi- 
ence. He  has  ranged  far  and  wide 
but  still  finds  the  most  profitable 
stuff  right  in  his  backyard. 

Ferro  started  life  as  a  maker  of 
frit.  Frit  is  the  glassy  substance  that 
provides  the  hard  gloss  of  enamels 
and  the  glaze  in  such  products  as 
sinks  and  tiles,  refrigerators  and 
ranges.  Ferro  is  the  world's  biggest 
maker  of  frit,  but,  as  Marks  told 
Forbes:  "I  always  ran  scared, 
afraid  someone  would  come  up 
with  a  replacement  and  we'd  be  out 
of  luck."  So  he  hit  the  diversifica- 
tion trail,  branching  out  into  pig- 
ments, specialty  ceramics,  marine 
fiber  glass  and  specialty  chemicals 
and  services. 

By  1971  frit  was  down  to  only 
38%  of  1971's  $168-million  consoli- 


Marks  of  Ferro 


dated  sales.  By  and  large,  stock- 
holders have  had  no  complaint. 
Overall,  Ferro's  sales  have  grown  by 
some  10%  a  year  for  a  decade, 
while  earnings  have  done  even  bet- 
ter. For  the  12  months  ended  last 
September,  Ferro  earned  some  20% 
on  equity. 

The  catch  is  that  in  the  past 
few  years  his  big  winner  has  been 
good  old  frit  again.  Frit  sales  have 
grown  by  50%  in  four  years,  and 
in  1971  kicked  in  nearly  60%  of 
pretax  income.  The  biggest  boost 
came  overseas,  where  ceramics 
have  always  been  more  popular 
in  the  home.  This  frit  is  not  the 
stuff  of  toilets,  but  of  decorative 
tile,  the  high-margined  home  fur- 
nishings stuff.  And  right  now  those 
tiles  are  catching  on  here  in  the 
U.S.  Stores  now  are  featuring  them 
along  with  plastic  tiles  and  wood 
panels.  Marks  is  hoping  to  repeat 
his  European  success  in  the  U.S. 

So,  like  Dorothy,  who  found  ex- 
citement in  Oz  but  true  happi- 
ness back  home  in  Kansas.  Marks 
has  acquired  good.  Steady  profit 
makers,  but  his  growth  and  his 
happiest  prospects  are  in  his  own 
backyard.  ■ 
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The  Funds 


Expanding  the  Keogh  World 


Keogh  plans?  They  have  some- 
thing to  do  with  retirement  plans 
for  the  self-employed,  don't  they? 
That's  about  all  that  most  investors 
know  on  the  subject.  But  in  their 
ten  years  of  existence,  Keogh  plans 
have  become  a  multimillion-dollar 
arm  of  both  the  mutual  fund  and 
the  insurance  industries,  with  sev- 
eral hundred  thousand  participants. 
And  the  political  prospects  are  ex- 
cellent that  their  numbers  will 
grow  greatly  as  a  result  of  con- 
gressional action  this  year. 

The  Nixon  Administration  and 
the  newly  convened  93rd  Congress 
probably  won't  agree  on  much  this 
year,  but  the  need  to  reform  pension 
plans  generally  is  one  area  where 
some  agreement  can  be  reached. 
And  near  the  top  on  nearly  every- 
one's list  of  specifics  is  the  need  to 
liberalize  the  terms  of  tax-exempt 
plans  for  the  self-employed— better 
known  as  Keogh  plans. 

What's  a  Keogh  plan?  It's  an 
investment  plan  set  up  under  the 
terms  of  a  1962  bill  sponsored  by 
former  Representative  Eugene  J. 
Keogh  (Dem.,  N.Y.).  So-called 
prototype  or  master  plans  may  be 
set  up  by  banks,  mutual  funds,  in- 
surance companies,  even  trade  as- 
sociations. A  self-employed  person 
may  then  choose  from  among  these 
plans  and: 

•  Pay  up  to  10%  of  earned  in- 
come,  up  to  a  maximum  of  $2,500 
a  year,  into  the  account  and  take 
that  amount  as  a  tax  deduction. 
This  money  is  invested  by  the  plan's 
administrators,  and  the  earned  in- 
come accumulates  tax  free. 

•  Pay  in  the  same  percentage 
contribution,  also  deductible,  for 
any  employee  of  at  least  three 
years'  standing. 

If  Jje  does  contribute  for  at  least 
one  employee,  the  employer  and 
the  employee  may  also  elect  to  pay 
in  up  to  another  10%  or  $2,500  of 
after-tax  income  into  the  invest- 
ment fund,  whose  resultant  earn- 
ings would  then  be  tax-sheltered. 

It  is  ironic  that  the  Keogh  plan 
idea  enjoys  such  popularity  in  of- 
ficial Washington  today.  A  decade 
ago,  liberal  congressional  critics  de- 
nounced it  as  a  giveaway  to  the 
wealthy.  Treasury  tax  planners  for 
both  the  Eisenhower  and  Kennedy 
Administrations  fought  it  as  a  drain 
on  needed  tax  revenues.  Represen- 


tative Keogh  himself,  a  powerful 
Ways  &  Means  Committee  member, 
said  he  meant  to  help  the  lower- 
income  self-employed  citizen— the 
plumber,  the  carpenter,  the  small 
shopkeeper. 

Nearly  everyone  was  wrong. 
Most  of  the  600,000  or  so  people 
who  put  their  money  into  3,000- 
odd  master  plans  are  doctors,  den- 
tists, lawyers,  accountants,  realtors 
and  small  businessmen.  So  Keogh 
plans  have  become  the  province 
of  the  middle-income,  white-collar 
professional.  The  total  deducted 
from  taxable  income,  says  the  In- 
ternal Revenue  Service,  is  just 
under  $1  billion  yearly— which 
means  that  the  average  deduction- 
is  less  than  $1,500. 

"It's  a  good  market  to  explore," 
says  William  Gibb  of  the  Life  In- 
surance Association  of  America. 
"Our  companies  have  sold  110,000 
plans  that  are  used  by  225,000  peo- 
ple. You  can  see  that  that's  just 
about  two  people  per  plan:  the 
doctor  and  his  nurse,  the  lawyer 
and  his  secretary.  Small  stuff? 
Keogh  plans  account  for  $475  mil- 
lion in  reserves  in  our  industry 
alone.  That's  not  small  stuff." 

"We're  taking  a  new  look  at 
Keogh  plans,"  says  a  Wellington 
Management  Co.  spokesman,  "sim- 
ply because  of  the  rush  of  mail 
we've  received  in  recent  months 
over  the  prospect  that  Congress  will 
liberalize  the  terms." 

That  prospect  is  all  the  brighter 
because  of  the  various  kinds  of  sup- 
port that  liberalization  will  enjoy 
this  year.  It  isn't  just  the  Senate 
and  House  liberals:  The  Treasury, 
for  example,  is  quite  concerned 
over  the  growing  number  of  per- 
sonal business  and  professional  in- 
corporations designed  to  take  ad- 
vantage of  corporate  tax  rates  and 
other  incentives  never  meant  for 
small  businesses.  That  is  partly  be- 
cause, says  Treasury  Undersecre- 
tary Edwin  S.  Cohen,  "Corporate 
executives  and  corporate  owner- 
managers  do  have  substantial  tax 
benefits  as  compared  with  self- 
employed  persons." 

Cohen's  solution  is  to  have  Ad- 
ministration loyalists  reintroduce 
legislation  that  bogged  down  in 
the  Senate  last  year  in  the  broader 
debate  on  pension  and  welfare  re- 
form. The  Administration  bill  has 


Former  Representative  Keogh 


two  Keogh-related  provisions,  the 
first  of  which  would  raise  the  con- 
tribution limit  for  current  Keogh 
plans  to  15%  of  the  first  $50,000 
of  earned  income,  or  a  maximum 
of  $7,500  vs.  today's  $2,500. 

The  second  provision,  still  more 
interesting,  would  set  up  a  new 
kind  of  Keogh  plan  for  employees 
who  are  not  covered  by  company- 
sponsored  pension  plans.  Such  an 
employee  could  set  up  his  own  re- 
tirement plan  and  take  deductions 
from  taxable  income  on  as  much 
as  20%  of  the  first  $7,500  of  earned 
income,  which  means  an  effective 
ceiling  of  $1,500.  The  Government 
estimates  the  total  potential  partic- 
ipants in  this  new  Keogh  variant 
at  14  million. 

"With  the  current  Keogh  setup," 
says  the  insurance  industry's  Gibb, 
"we're  only  reaching  10%  of  the 
self-employed  people  in  the  coun- 
try. We're  not  even  attracting  the 
medium-sized  law  firms,  because 
senior  partners  can  find  better  ways 
to  invest  dollars;  and  low-income 
people  don't  know  about  Keogh. 
But  selling  to  only  two  people  at 
a  time  as  we  do  today,  look  how 
big  it  has  gotten.  What  happens 
when  we  can  start  selling  to  four 
or  eight  or  16  at  a  time,  you  can 
guess  as  well  as  I."  ■ 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 
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Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  0.  Hooper 


Looking  Ahead 
In  1973 


I  do  not  see  1973  as  the  year  of  a 
terrific  bull  market,  or  the  year  of  a 
bear  market;  but  at  different  times 
it  probably  will  seem  to  be  each. 
That's  because  there  will  be  surprises, 
both  good  and  bad.  I  expect  the  year 
to  be  eventful,  perhaps  within  a  range 
of  as  much  as  20%  to  25%  in  the  DJ 
industrials.  From  around  1040  cur- 
rently, ^even  a  10%  drop  would  be 
936  and  only  a  rise  of  20%  would  be 
1248.  These  figures  are  not  predic- 
tions. If  I  were  to  predict,  I  would 
guess  that  some  time  in  1973  we 
could  get  up  around  1300,  but  I 
hasten  to  add  that  no  one  should  ap- 
ply such  a  yardstick  to  any  individ- 
ual stock  or  to  his  own  portfolio. 

As  time  goes  on,  the  economy  is 
becoming  less  and  less  vulnerable  to 
big  booms  and  big  busts.  Competent 
economists,   constantly   more  influen- 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


tial  in  government  and  in  money  man- 
agement, are  doing  more  and  more  to 
keep  trends  in  control.  They  seem  to 
be  able  to  redeem  themselves  even 
when  they  make  a  bad  mistake  such 
as  the  late  credit  crunch.  One  does 
not  need  to  have  absolute  confidence 
in  all  that  they  do  to  develop  some 
faith  in  what  they  can  accomplish. 

It  follows,  I  think,  that  speculators, 
or  those  who  invest  for  capital  gains, 
should  always  be  paying  more  atten- 
tion to  the  details  of  what  is  happen- 
ing in  business  and  in  the  economy. 
Mass  psychology  regarding  the  de- 
cline of  old  markets  and  the  growth 
of  new  ones  should  have  a  high  place 
in  judging  the  probable  behavior  of 
specific  equities.  Products  and  per- 
sonalities are  important.  So  far  as  the 
social  structure's  characteristics  and 
trends  are  concerned,  it  is  well  to 
avoid  extreme  thinking.  Extremes  usu- 
ally include  the  seeds  for  their  own 


correction;  and  these  seeds  germinate 
and  flourish  much  sooner  than  they 
did  in  the  era  of  laissez-faire. 

What  I  am  trying  to  say  is  that 
there  is  a  relative  stability  now  which 
makes  stock  market  movements  like 
the  great  bear  market  of  the  early 
1930s  or  the  great  bull  market  of  the 
late  1920s  less  probable.  In  the  stock 
market,  we  must  operate  well  within 
the  center  of  these  two  extremes. 
The  big  price  movements  are  in  in- 
dividual stocks  and  industries,  not  in 
the  whole  market.  There  is  plenty  of 
room  to  get  rich  or  become  impov- 
erished, but  selectivity  must  be  the 
order  of  the  day.  Those  who  depend 
on  what  the  market  as  a  whole  does 
will  find  themselves  working  in  a  dif- 
ficult area. 

Some  of  the  general  factors  which 
will  influence  stock  prices  this  year 
are  clearly  visible.  How  will  a  more 
conservative  Prejident  get  along  with 
a  less  conservative  Congress?  What 
will  happen  to  price  and  wage  con- 
trols? Some  major  confrontations  be- 
tween labor  and  business  are  sched- 
uled: How  will  they  be  resolved?  And 
with  how  much  dislocation?  Will  in- 
flation be  controlled,  or  will  it  "get 
away"  again?  How  about  interest 
rates?  Will  the  world  continue  to  set- 
tle down  to  a  less-threatened  peace? 
And  how  about  the  trend  toward 
more  domestic  tranquility  which 
seems  to  be  indicated  by  1972  events? 
Surely  popular  discontent  is  not  pleas- 
ing to  investors. 


FORBES,   JANUARY  15,   1973 


51 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  we. 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  It  believes  opportunities 
are  especially  promising  in  companies 
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Development  •  Consumer  Services 
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FINANGIALWORLD 

Uncovering  sound  stock  values  for  71 
years.  $6  tax-deductible  Trial  Offer 
gives  you  all  this:  12  weekly  issues;  3 
monthly  supplements  of  "Independ- 
ent Appraisals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-115,  17  Battery  Place, 
N.Y.  10004.  Money  back  guarantee. 


As  always,  however,  it  is  the  sur- 
prises that  have  low  visibility.  There 
always  are  some  every  year.  It  is  the 
unexpected,  rather  than  what  every- 
one has  been  thinking  about  and  talk- 
ing about,  which  causes  the  sudden 
movements  in  stock  prices.  Usually 
the  lasting  influence  of  the  surprises, 
however,  is  not  as  great  as  the  lasting 
influences  of  the  more  visible  things. 

Especially  at  this  time,  it  seems  to 
me,  it  is  important  to  think  about  the 
internal  structure  of  the  stock  market 
itself.  For  some  time  the  tail  has  been 
wagging  the  dog  instead  of  the  dog 
wagging  the  tail.  A  few  thousand  in- 
stitutions and  performance  funds  are 
still  providing  more  stock  market  mo- 
mentum (and  more  volume)  than 
some  32  million  individual  investors. 
The  public  is  owning  its  stocks  longer 
and  speculating  less  than  that  portion 
of  the  stock  market  which  formerly 
was  regarded  as  super-respectable. 

The  brokerage  community  has  been 
indifferent  about  this  because  brokers 
have  been  making  so  much  money 
executing  big  orders,  and  because  it 
has  lost  the  art  of  making  money  out 
of  100-share,  200-share  and  500-share 
tickets.  High  commission  rates,  made 
necessary  by  regulation,  higher  sal- 
aries and  much  more  expensive  re- 
search organizations,  discourage  and 
make  unprofitable  in-and-out  specu- 
lation for  the  "little  fellow,"  and  the 
public  or  retail  business  has  been  more 
and  more  dominated  by  investors  rath- 
er than  traders.  It's  no  secret  brokers 
make  money  in  active  trading. 

I  don't  know  the  answer;  but  I  am 
sure  that  from  now  on  there  will  be 
more  competition  for  so-called  insti- 
tutional business,  and  that  it  will  be 
much  less  profitable  to  most  brokers. 
The  big  problem  of  the  brokerage 
business  is  to  serve  the  retail  inves- 
tor well  and  profitably. 

The  retail  part  of  the  investment 
business  now  is  a  largely  uncultivated 
field  composed  of  some  32  million 
stockholders  of  record.  The  savings 
banks  and  the  savings  &  loans  have 
been  going  after  the  retail  investors 
and  making  money  doing  it.  The  bro- 
kers have  not  been  going  after  them 
and  so  have  not  been  making  money 
in  this  prolific  area.  I  want  to  make 
it  crystal  clear  that  I  am  bullish  on 
the  retail  part  of  the  brokerage  busi- 
ness. Wise  registered  representatives 
should  be  cultivating  it. 

In  December  Skyline  (about  29) 
fell  out  of  bed  on  publication  of  a 
quarterly  report  showing  lower  earn- 
ings for  the  first  time  in  years.  The 
performance  funds,  which  had  an  im- 
portant role  in  lifting  the  price  of 
the  stock  from  pennies  not  long  ago  to 
a  high  of  74  last  year,  seemingly  all 
decided  to  sell  the  stock  "before  the 


other  fellow  did"  and  marked  it  down 
in  a  few  days  from  the  50s  to  28. 
There  are  two  lessons  here.  One  is 
that  a  multiple  of  30  or  40  times 
earnings  for  anything  except  a  stock 
of  the  type  of  IBM,  or  Xerox,  or  John- 
son &  Johnson  or  Black  &  Decker  is 
dangerous,  and  probably  unjustified 
in  at  least  19  instances  out  of  20. 
The  other  is  that  in  a  market  where 
the  funds  are  "taking  in  one  another's 
washing"  you  can't  get  out  of  a  big 
position  in  such  an  equity  in  a  hurry 
without  hurting  badly.  Unfortunate- 
ly, this  column  is  far  from  innocent; 
it  said  too  many  good  things  about 
Skyline  and  the  land  stocks. 

Skyline  sold  as  high  as  74  in  1972 
and  is  back  to  28.  General  Develop- 
ment sold  down  to  12J*  from  35%,  Mc- 
Culloch  Oil  from  36*4  to  12)4,  Levitz 
Furniture  from  60%  to  17%,  and 
Bausch  &  Lomb  from  65%  to  21%.  In 
each  case  large  blocks  of  stock  were 
sold  suddenly,  apparently  by  funds 
which  did  not  like  the  news.  When 
this  happens,  whether  for  good  reason 
or  bad,  it  is  inevitable  that  there  is 
a  lot  of  stock  around  that  "does  not 
have  a  real  home,"  and  it  takes  time 
for  the  orphans  to  be  adopted. 

Reconsider  Airlines 

There  apparently  is  not  a  reason  in 
the  world  right  now  to  buy  any  airline 
stock.  Both  international  and  domes- 
tic fare  structures  are  in  a  state  of  un- 
pleasant flux,  and  unless  this  is  cor- 
rected everyone  is  sure  to  lose  money. 
I  submit  that  the  situation  is  so  bad 
that  it  will  be  corrected,  and  that  air- 
line shares  probably  are  in  a  buying 
area.  I  suppose  that  Delta  (64), 
American  Airlines  (23)  and  North- 
west (34)  are  the  safest  ones  and  that 
Pan  American  (9)  has  about  the  high- 
est leverage. 

One  of  my  favorite  industries  right 
now  is  paper.  The  paper  companies 
seem  to  be  entering  a  period  of  high 
volume,  capacity  operations  and  good 
prices.  Kimberly-Clark  (41),  Crown 
Zellerbach  (29),  International  Paper 
(41)  and  Westvaco  (27)  appeal  to 
me  as  quality  issues.  Canadian  Pacific 
(16)  continues  to  be  a  sleeping  giant. 
Some  day  it  will  be  as  popular  as 
Union  Pacific  (68)  has  been  recently. 
Both  companies  are  natural  resource 
conglomerates  as  well  as  railroads. 
So  is  Burlington  Northern  (48). 

The  statistical  position  of  copper 
has  been  improving.  Metal  stocks  are 
not  overvalued.  I  like  Anaconda 
(20%),  Inspiration  (48),  Kennccolt 
(25)  and  especially  Texas  Gulf  (19) 
as  a  metal  stock  rather  than  as  a  sul- 
phur issue.  Remember,  the  DJI  has  al- 
ready made  a  high  in  January  higher 
than  the  December  top— usually  a  good 
sign  for  the  next  few  months.  ■ 
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the  new 
market 


THE  DOUBLE  COMMODITY  OPTION- 
it  can  yield  substantial  profit 
no  matter  which  way  the 
commodity  markets  move...up  or  down 


The  new  market  in  commodity  options 
is  exciting  the  interest  of  profit-oriented 
investors  all  across  the  country. 

One  of  the  chief  reasons  for  this  new 
investor  participation  in  the  commodity 
futures  market  is  the  double  commodity 
option.  It  allows  investors  the  chance 
for  considerable  profits  if  the  market 
goes  up  —  or  down. 

Before  we  cite  examples,  let's  start 
with  a  few  basic  definitions.  A  Commod- 
ity Option  is  simply  the  option  to  buy 
(or  sell)  a  given  commodity  at  a  spe- 
cific price  (called  the  striking  price)  for 
a  specific  period  of  time.  A  call  is  an  op- 
tion to  buy.  A  put  is  an  option  to  sell.  A 
Double  Option  is  a  combination  of  a  put 
and  a  call.  It  gives  the  investor  the  right 
to  buy  and/or  sell  at  a  specific  price.       « 

As  an  example  of  what  can  happen 
when  the  market  goes  up,  let's  take  the 
case  of  a  recent  Goldstein,  Samuelson 
offering  of  a  special  double  option  in 
Platinum.  Within  just  five  weeks  after 
the  offering,  the  price  of  Platinum  rose 
3600  points.  Our  customers  sold  at  the 
higher  price.  RESULT:  a  profit  of  $1300 
per  double  option.  Quite  a  spectacular 
return  to  achieve  in  just  five  weeks. 

But  — what  happens  if  the  market 
goes  down?  To  illustrate,  let's  take 
another  recent  example.  Goldstein, 
Samuelson  offered  a  special  double  op- 
tion on  Silver.  In  just  a  little  over  two 


weeks  after  the  offering,  the  price  of 
Silver  dropped  over  291/2,I:.  Under  the 
terms  of  their  double  option,  our  custo- 
mers had  the  right  to  buy  Silver,  and 
sell  it  back  for  29y2C  more.  RESULT:  a 
profit  of  $1850  per  double  option. 

These  are  just  two  examples.  There 
are  many  more.  Naturally  (as  with  any 
investment  opportunity),  not  all  double 
commodity  options  are  profitable.  And 
past  examples,  like  the  two  cited  above, 
are  no  guarantee  of  future  profits. 

For  a  double  commodity  option  to  be 
profitable,  the  market  in  the  particular 
commodity  must  move  far  enough  from 
the  striking  price  — in  either  direction 
—  to  more  than  pay  for  the  cost  of  the 
option.  Obviously,  then,  the  key  to 
double  option  profitability  is  market 
volatility.  And  the  commodity  futures 
market  is  a  volatile  market... charac- 
terized by  rapid  price  swings  over  an 
extremely  wide  range. 

As  an  example  of  just  how  volatile 
the  commodity  futures  market  can  be, 
take  a  glance  at  the  chart  below.  It 
shows  the  performance  record  of  New 
York  Silver  over  the  past  five  years. 

In  1967  and  1968,  the  price  went  up 
from  the  striking  price.  In  1969,  70  and 
71,  the  price  fell.  Yet,  all  years  would 
have  yielded  a  substantial  profit  to  the 
holder  of  a  double  option.  It  should  also 
be  carefully  noted  that  the  figures  shown 
do  not  include  hedging  techniques 


PRICE  PERFORMANCE  OF  SILVER  DOUBLE  OPTIONS 

CONTRACT 
YEAR 

STRIKING 
PRICE 

PRICE 
EXERCISED 

GROSS 
RETURN 

COST  OF 

OPTION 

(PREMIUM) 

NET 
PROFIT 

1967 

134C 

18(K 

$4,600 

$2,000 

130^ 

1968 

180 

228 

4,800 

2,000 

140^ 

1969 

245 

168 

7,700 

2,000 

2857f 

1970 

208 

178 

3,000 

2,000 

50r£ 

1971 

215 

164 

5,100 

2,000 

155^ 

FIGURES  ABOVE  ARE  COMPILED  BY  THE  GOLDSTEIN,  SAMUELSON  RESEARCH  DE- 
PARTMENT FROM  BAR-CHARTS  BY  THE  COMMODITY  RESEARCH  BUREAU,  WITH 
THEIR  PERMISSION.  AGAIN-THIS  IS  PAST  PERFORMANCE -AND  IT  IS  NOT  A  GUAR- 
ANTEE OF  FUTURE  MARKET  PERFORMANCE. 

which  could  dramatically  increase 
profit  percentages. 

Goldstein,  Samuelson  offers  double 
options  in  seven  volatile  commodities: 
SILVER;  SILVER  COIN;  COPPER; 
PLATINUM;  PLYWOOD;  COCOA; 
WORLD  SUGAR. 

If  an  investment  opportunity  which 
can  yield  a  profit  no  matter  which  way 
the  market  moves  has  interest  for  you, 
then  mail  in  the  coupon  below.  We'll 
send  you  our  kit  of  investor  information 
explaining  profit  opportunities  in  com- 
modity options  — the  new  market. 

GOLDSTEIN,  SAMUELSON,  INC 

<§i 

world's  largest 
commodity  options  underwriter 

©1972  Goldstein,  Samuelson,  Inc. 

I 1 

1   the  new  market    ! 


commodity  options 


YES,  please  send  me  your  kit  of  investor 
information  explaining  profit  opportunities 
in  commodity  options  — the  new  market.  I 
understand  receiving  this  material  places 
me  under  no  obligation. 


Name 

Address 

City  State  Zip 

Mail  to:  GOLDSTEIN.SAMUELSON.INC. 
Dept.   FB-11 

8383  Wilshire  Blvd.,  Suite  300 
Beverly  Hills,  Calif.  90211 


Stock 
Analysis 

By  Heinz  H.  Biel 


Boom  Ahead! 


Now  that  we  have  digested  every- 
one's predictions  for  the  new  year 
there  can  hardly  be  any  doubt  that 
the  American  economy  is  heading  into 
a  boom.  The  prospect  of  booming 
business  is  good  news,  of  course.  Or 
is  it?  I  am  not  entirely  sure  that  it 
is  reason  for  jubilation.  Booms,  unless 
kept  under  control  by  tightening  reins, 
have  the  nasty  characteristic  of  being 
followed  by  a  b— ,  an  unhappy  se- 
quence that  I'd  rather  not  spell  out. 
Economists  tiy  to  reassure  us  that 
there  is  still  plenty  of  "give"  left  in 
our  economy— over  5%  unemployment 
and  ample  excess  manufacturing  ca- 
pacity. But  this  may  be  more  ap- 
parent than  real.  Unemployment 
among  white  married  males  actually 
is  minimal,  and  while  industry  as  a 
whole  is  operating  well  below  the- 
oretical capacity,  serious  bottlenecks 
and  slow  deliveries— typical  boom 
symptoms— are  beginning  to  show  up 
in  various  segments  of  the  economy. 

An  Important  Ratio 

Once  manufacturers  realize  that 
they  may  not  be  able  to  get  essen- 
tial parts  and  supplies  promptly— In- 
ternational Harvester,  for  example, 
has  had  to  cut  back  truck  produc- 
tion because  it  can't  get  all  the  en- 
gines it  needs— they  will  want  to  play 
it  safe.  They  will  place  orders  in  ad- 
vance, in  excess  of  immediate  require- 
ments, trying  to  protect  their  own  op- 
erations by  building  up  inventories. 
This  seemingly  sensible  policy  be- 
comes dangerous  when  practiced 
widely  and  on  a  large  scale.  It  ac- 
centuates shortages,  puts  an  upward 
pressure  on  prices  and,  eventually, 
brings  about  the  end  of  the  boom. 
Producing  for  inventory  is  not  the 
same  as  producing  for  consumption, 
and  when  inventories  become  exces- 
sive, as  they  will  sooner  or  later,  pro- 
duction will  be  cut  back.  And  so  the 
cycle  ends.  This  is  not  an  immediate 
prospect,  to  be  sure,  but  as  the  year 
progresses,  close  attention  should  be 
paid  to  any  significant  rise  in  the  ratio 
of  inventories  to  sales. 

Nineteen-seventy-two  ended  and 
the  new  year  began  in  a  blaze  of  glo- 


ry. Although  the  utilities  did  nothing 
and  transportation  stocks  actually  de- 
clined last  year,  industrial  stocks 
showed  the  best  annual  gain  since 
1967- 14KS  for  the  DJI.  Contrary  to 
widely  held  expectations,  market 
leadership  remained  with  the  high- 
quality  growth  stocks  which  have 
been  and  still  are  the  institutional  in- 
vestment favorites.  And  it's  the  insti- 
tutions that  have  the  money  to  buy 
more  and  more  of  the  same. 

P/E  ratios  of  some  of  these  stocks 
have  reached  such  dizzying  highs— 
84  for  McDonald's,  82  for  MGIC,  77 
for  International  Flavors,  65  for  Avon, 
60  for  Johnson  &  Johnson,  54  for  Kres- 
ge,  50  for  Schering-Plough  and 
Schlumberger,  48  for  Eastman  Kodak, 
46  for  Coca-Cola,  etc.— that  one  can 
only  wonder  how  high  is  high  and 
how  much  room  there  is  left  on  the 
upside,  even  if  earnings  continue  to 
grow  at  presently  projected  rates. 
Current  prices  leave  no  margin  for 
error,  and  I  shudder  to  think  what 
would  happen  (it  probably  won't)  if 
Walt  Disney  should  come  up  with  a 
disappointing  quarter.  Just  remember 
the  Bausch  &  Lomb,  Levitz,  Skyline 
and  numerous  other  disasters  of  1972. 

However,  although  prices  of  some 
stocks  are  awfully  high,  the  great  ma- 
jority is  selling  at  rather  conservative 
levels.  Earnings  of  the  DJI  most  prob- 
ably will  be  comfortably  above  $70 
this  year.  Conceivably  they  might  ap- 
proach $75.  Using  a  relatively  modest 
multiple  of  16— well,  anybody  can  fig- 
ure out  what  level  the  DJI  could 
reach  during  1973.  Yet,  before  going 
overboard  with  enthusiasm,  one 
should  keep  a  few  facts  in  mind: 

1)  At  this  stage  of  the  economic 
expansion  stock  prices  should  rise 
more  slowly  than  the  expected  rise  in 
aftertax  corporate  profits.  In  other 
words,  the  overall  P/E  should  go 
down  rather  than  up.  Since  the  profit 
increase  will  probably  be  in  the  12% 
to  15%  range,  there  is  a  limit  to  the 
extent  that  the  stock  market  can  (or 
should)  advance  this  year. 

2)  The  economy  may  reach  the 
peak  of  the  current  cycle  within,  per- 
haps, 12  months.  The  stock  market  is 


likely  to  top  out  before,  particularly 
if  the  Administration  and/ or  the  Fed- 
eral Beserve  apply  the  brakes  to  pre- 
vent a  runaway  boom. 

To  summarize:  I  am  quite  bullish 
for  the  next— who  can  say  how  many- 
months,  but  if  and  when  the  stock 
market  advances,  and  particularly  if 
speculative  fever  should  begin  to  rise, 
I  would  become  more  cautious  and 
less  aggressive. 

What  Stocks  To  Buy 

Many  people  with  a  gourmet  taste 
for  investments  and  the  money  to  sat- 
isfy such  expensive  predilection  will 
continue  to  own  and  to  buy  the  super- 
blue  chips.  They  won't  get  any  income 
worth  mentioning  and  appreciation 
from  present  levels  is  not  likely  to  be 
spectacular,  but  they  will  be  reason- 
ably safe,  except  in  a  cataclysmic  bear 
market.  (People  may  recall  that  even 
IBM  lost  50%  of  its  value  within  six 
months  back  in  1962,  despite  a  con- 
tinuing rise  in  earnings.) 

Investors  whose  resources  are  too 
limited  to  acquire  a  diversified  blue- 
chip  portfolio  can  do  so  via  mutual 
funds  or  closed-end  investment  com- 
panies. Forbes'  annual  survey  issue  on 
this  industry  (Aug.  15)  will  be  help- 
ful in  selecting  those  best  suited. 

If  income  and  a  fair  degree  of  price 
stability  are  important,  there  is  a  wide 
choice  of  values  in  the  utility  group- 
electric,  natural  gas  and  telephone. 

Unless  the  basic  assumption  that 
our  economy  is  headed  into  a  boom  is 
wrong,  the  more  cyclical  industrial 
stocks  should  give  an  above-average 
performance  in  the  months  ahead. 
Now  that  tax  selling  has  ceased  to  be 
a  depressant,  the  steels  and  nonfer- 
rous  metal  stocks  could  produce  good 
percentage  gains.  Even  Pittston  (25), 
the  star  performer  of  a  year  or  so 
ago,  may  rebound. 

While  Safeway  and  Winn-Dixie  are 
at  their  all-time  highs,  stocks  of  super- 
market chains  which  are  directly  ex- 
posed to  A&P's  kamikaze  merchandis- 
ing policies  are  scraping  uurealistically 
low  bottoms.  This  can't  go  on  much 
longer.  Supermarkets  General,  Grand 
Union,  Venn  Fruit,  Acme  Markets  and 
Food  Pair  are  all  in  the  same  boat. 
As  soon  as  there  are  the  first  signs 
of  a  turn,  these  stocks  could  be  ex- 
cellent speculations. 

Among  somewhat  more  conserva 
tive  stocks,  1  continue  to  like  Inter- 
national Paper  (42),  Deere  (45)  and 
International  Harvester  (38),  Manor 
(29),  PPC.  Industries  (46),  Indian 
Head  (26).  Syntex  (83)  and  South- 
ern Pacific  (44),  all  have  been  men 
tinned  before  in  this  column.    ■ 


Mr.  Schuh  is  on  vacation.  His  col 
umn  will  be  in  the  next  issut 
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Send  the  Air  Mail  Card  today 

and  get  the  results 

of  53  years  of  experience  in  United's 

1973  Planning  Kit 

Facts,  figures,  analysis,  appraisal  of  risk,  and  United's  advice  in  5  Reports 

98  Mutual  Funds 

•  United's  impartial  advice  on  selected  funds 

•  How  did  they  make  out  in  1 972's  up  and  down  market? 

•  98  Funds  compared  against  each  other  and  the  Dow  Jones 
Average  for  1  year  and  5  years 

Here  are  some  of  the  funds  covered  in  the  timely  Report,  which  will  be  published  on  Jan.  22: 


Affiliated  Fd 
Am  Express  Fds 
American  Inv 
American  Mut  Fd 
Axe-Houghton  Fds 
Boston  Fd 
Broad  St.  Inv 
Bullock  Fd 
Century  Trust 
Channing  Fds 


Chase  Fd 
Chemical  Fd 
Colonial  Fds 
DeVegh  Mut  Fd 
Dividend  Shares 
Dreyfus  Fd 
Eat'n  &  How'rd  Fds 
Energy  Fd 
Enterprise  Fd 
Fidelity  Fds 


Fletcher  Fd 
Fundamental  Inv 
G'p  Sec-Corn  Stk 
Guardian  Mut  Fd 
Hamilton  Fds 
Invest  Co  of  Am 
Investors  Fds 
Ivest  Fd 
Ivy  Fd 
Johnston  Mut  Fd 


Keystone  Fds 
Loomis-Sayles 
Manhattan  Fd 
Mass  Inv  Fds 
Nat  Securities 
Neuwirth  Fd 
One  Wm  St  Fd 
Oppenheimer  Fd 
Puritan  Fd 
Putnam  Fds 


Scudder,  Stev  Fds 
Security  Equity 
State  St  Inv 
Stein  Roe  &  Farnh 
Technology  Fd 
T.  Rowe  Price  Fds 
United  Fds 
Wellington  Fd 
Windsor  Fd 
Winfield  Fd 


REIT's 


Real  Estate  Investment  Trusts 

United  has  made  a  timely  analysis  of 
this  field  —  its  potentials  and  its  problems. 
United  now  provides  you  with  a  statistical 
profile  of  23  leading  REIT's  and  gives 
you  a  specific  analysis  and  action  advice 
on  these  10  leaders: 

BankAmerica  Realty     Lomas  &  Nettleton 
Chase  Man  Mrtg  Mony  Mtg 

Conn  Gen  Mtg  Mrtg  Tr  Am 

Con'l  Mort  Inv  No.  Am  Mrtg 

First  Mortg  Inv  Property  Cap 

North  Sea 
Oil  Stocks 

United  analyzes  the  profit  potential 
and  risk  in  the  discovery  of  oil  and 
gas  in  the  North  Sea.  Although  this 
area  is  probably  one  of  the  most 
difficult  in  which  to  drill  for  oil,  its 
strategic  location  near  rapidly  growing 
consumer  markets  has  catapulted  it 
into  the  limelight.  United  recommends 
5  stocks  to  buy  now. 

4-issue  subscription 
MAIL  THE  POSTAGE  PAID 


Retirement 
now 

If  you're  thinking  about  easing  off,  or 
you've  already  started  to,  you  might  be 
particularly  interested  in  this  Report. 
United  has  picked  an  8  issue  portfolio 
designed  to  yield  a  $300  per  month 
income  now.  We  think  these  issues  give 
you  an  opportunity  for  higher  income 
and  gain,  too,  with  reasonable  safety. 

Retirement 
later 

United  has  selected  an  8  issue  portfolio 
we  believe  has  a  better  than  average 
growth  potential.  Most  of  the  companies 
in  this  program  have  grown  faster  than 
the  economy  over  the  past  decade.  And 
more  importantly,  while  there  is  always 
risk,  they  stand  a  good  chance  of  doing 
so  in  the  70's,  in  United's  opinion. 


Plus  a 
full  4 -week 
Guest 

Subscription 
to  United 
Reports 

Here's  just  part  of  what  you 
get  with  your  subscription 

•  Stock  Market  Analysis  and 
specific  recommendations 

•  General  Business  Forecast 

•  United's  Supervised  List 

•  Buying  advices  of  other 
services 

•  Bonds  and  Preferrrd  Stocks 

•  Stocks  to  sell  or  avoid 

•  New  Product  studies 

•  Views  of  leading  authorities 


$2 


to  United  Reports  alone  is  $7  —  this  entire  package  only 

AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 


UNITED 

Business^Investment  Service 

2  1  O    NEWBURY    STREET,    BOSTON,     MASSACHUSETTS    02116 


If  the  card  has  already  been  removed  simply  drop  us  a  postcard  at  Dept.  FM-1 
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Ifyouhave$2ftOOO 
or  more  in  the  market, 

let  me  manage 
half  of  it  for  one  year. 


Of  course,  I  do 
not  know  just  what  your  personal 
financial  goals  are,  but  I  do  know 
they  are  important  to  you. 

I  am  a  personal  investment 
counselor.  Have  been  since  1938. 
I  manage  other  people's  invest- 
ment dollars.  I'd  like  to  manage 
half  of  your  portfolio  for  one  year, 
then  let  you  decide  who  ought  to 
do  the  whole  job. 

My  staff  and  I  are  not  brokers. 
We  have  no  commissions  to  earn, 
no  mutual  funds  to  sell.  We  con- 
centrate in  managing  many  mil: 
lions  of  dollars  for  people  who 
have  looked  into  what  we  do,  liked 
what  they  saw,  and  who  want  us 
to  manage  their  securities  by  the 
same  principles  we  use  in  manag- 
ing our  own  money: 

If  you  would  like  specifics,, 
write  for  our  48-page  booklet. 
"Personal  Investment  Counsel." 
Read  it.  Then  decide  if.  you'll  ac- 
cept my  challenge. 

Mansfield  Mills  Inc. 

7918  Ivanhoe  Ave.,  Dept.  F-l 
La  Jolla,  California  92037 
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A  Double  Kick 
From  The  Bull? 


Oh,  there's  some  hedging  and  some 
worries  about  inflation  and  about  la- 
ter in  the  year,  but  the  economic  fore- 
casts are  virtually  unanimous  about 
most  of  1973:  fair  weather  ahead. 

Assuming  the  economists  are  right, 
$72  would  be  a  good  figure  for  earn- 
ings this  year  on  the  Dow  Jones  in- 
dustrials. Putting  a  modest  enough 
multiple  on  that— say  16/2  times  earn- 
ings—you arrive  at  a  DJI  of  1200. 
A  lot  of  bull  power,  that! 

So,  how  do  you  harness  it  to  your 
own  portfolio?  The  ideal  way,  of 
course,  is  to  pick  stocks  that  get  a 
double  kick  from  the  economy:  Kick 
No.  One  from  higher  earnings;  Kick 
No.  Two  from  a  higher  price/ earn- 
ings ratio. 

Obviously,  Kick  No.  Two  is  the 
tough  one.  For  that  you've  not  only 
got  to  be  right  on  earnings,  you  have 
to  be  right  on  future  prospects  and  on 
psychology  as  well.  Let's  see  if  we 
can  pick  our  way  through  the  P/E 
maze.  The  table  below  classifies  stocks 
by  P/E  ranges. 

You  can  see  that  the  range  is  tre- 
mendous. In  general,  if  the  prospects 
are  that  future  profits  will  show  only 
a  small  change  from  those  of  the  pres- 
ent, the  price/ earnings  multiples  will 
tend  to  cluster  around  the  8-15  range. 
If  earnings  prospects  are  very  strong, 
the  multiples  tend  toward  the  top  end 
of  the  scale;  if  they  are  very  weak, 
toward  the  bottom.  In  a  bull  market 
the  higher-multiple  groups  grow  more 
numerous.  A  bear  market  has  the  op- 
posite effect;  most  multiples  go  down 
and  the  questionable-earnings  group 
gets  pretty  full. 

Let  me  give  a  couple  of  examples. 
Coastal  States  Gas  sank  from  nearly 
50  to  34  in  a  couple  of  weeks.   Its 

Mr.  Simons,  a  guest  columnist,  is  director  of  re- 
search at  the  securities  firm  of  Weeden  &  Co. 


third-quarter  earnings  were  higher, 
but  not  high  enough  to  maintain  its 
23  multiple;  now  that  figure  is  down 
to  a  little  over  17.  Union  Pacific,  on 
the  other  hand,  has  shot  up  from  52 
in  October  to  a  recent  price  of  al- 
most 70,  not  just  because  its  pros- 
pects as  a  railroad  are  good,  but  be- 
cause a  subsidiary  has  discovered  oil 
in  Montana.  Both  of  these  represent  a 
change  in  P/E  category— and  big 
changes  in  market  price.  Union  Pa- 
cific because  its  earnings  may  bulge 
if  it  gets  oil  revenues,  Coastal  States 
because  in  the  opinion  of  some  ana- 
lysts it  may  have  to  be  taken  out  of 
the  rapid-growth  category. 

Look  into  the  Future 

In  both  cases  the  changes  in  ap- 
praisal came  as  something  of  a  sur- 
prise. But  it  is  possible  to  plan  for  a 
change  in  category.  Before  you  buy 
a  stock,  imagine  that  it  is  some  time 
in  the  future  when  you  may  want  to 
sell  the  stock.  Consider  the  probable 
economic  climate  at  that  time  and 
try  to  judge  the  impression  that  the 
company  will  be  creating  at  that  time. 
Will  it  be  one  of  greater  growth  po- 
tential than  it  is  now  given  credit  for? 
If  so,  there's  a  good  chance  that  the 
multiple  will  increase.  It  won't  always 
work,  of  course,  but  this  technique 
has  a  better  chance  than  most,  and  it 
will  give  a  new  dimension  to  your  in- 
vestment strategy. 

Take,  for  example,  a  stock  like  Rex 
Chainbelt  (29).  It  earned  $2.01  in 
the  year  ended  October  1972,  up 
from  $1.72  the  year  before.  This  fis- 
cal year  it  can  earn  $2.20,  which 
would  make  its  P/E  under  14.  It  is 
in  the  heavy  construction  field,  which 
seems  unglamorous.  But  it  also  has  a 
small  but  important  stake  in  the  wa- 
ter   pollution    field,    which    now     ,n 
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Category 

Description 

Terrific  Potential 

P/E  Multiple 

60-100 

Example 

Bentley  Labs. 

Business 

1. 

Artificial 

Transplantable 

Organs 

2. 

Rapid  and  Con- 
sistent Growth 

30-60 

Burroughs 

Computers 

3. 

Steady  Growth 

18-30 

in 

Multi-industry 

4. 

Cyclical 

8-18 

GM 

Automobiles 

5. 

Uncertain  Earnings 

2-8 

Horizon  Land 
FORBES, 

Land  Sales 

JANUARY   15,    1 
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counts  for  about  7%  of  its  volume. 
Backlogs  are  higher,  and  business 
should  be  good  for  more  than  just 
one  year.  With  a  foot  in  the  pollu- 
tion control  door,  the  stock  might 
move  up  into  a  higher-multiple  range 
before  this  year  is  up. 

Overlooked 

What  about  some  of  the  conglom- 
erates? They  were  the  heroes  of  the 
1968  market,  and  the  goats  in  1970. 
In  1972's  bull  market  they  have  been 
relatively  ignored.  During  the  credit 
crunch,  stretched  capitalizations  were 
risky;  and  in  a  recession,  trouble  in 
any  one  of  the  divisions  could  knock 
off  an  otherwise  satisfactory  overall 
performance.  Now,  after  a  couple  of 
years  of  rebuilding  liquidity  and  of 
management  tightening,  things  can  be 
different.  Take  Rapid  American  (20), 
a  collection  of  retail  chains  such  as 
Lerner's,  McCrory  and  Klein's  added 
to  a  number  of  consumer  goods  pro- 
ducers. In  an  economy  in  which  the 
consumer  is  providing  a  great  deal 
of  the  forward  impetus,  Rapid  could 
well  command  a  higher  multiple  than 
its  present  8  times  estimated  1973 
profits.  Or,  Gulf  &  Western  (35), 
with  a  number  of  business  areas  doing 
extremely  well,  and  profits  outlook  for 
fiscal  1973  at  $3.75  a  share.  North- 
west Industries  (31)  and  Walter 
Kidde  (29)  both  deserve  a  careful 
restudy  by  investors. 

Another  approach  is  to  pick  a  com- 
pany which  is  selling  at  the  low  end  or 
in  the  middle  of  its  price/ earnings 
multiple  class  and  may  move  to  a 
higher  position.  For  instance,  Syntex. 
It  has  been  a  glamour  stock  for  years. 
It  sold  as  high  as  53  times  earnings 
and  as  low  as  14  times  earnings  in 
the  1967-71  period.  Right  now  at  83, 
with  earnings  for  the  1973  fiscal  year 
expected  to  be  $2.70,  it  is  selling  at  a 
30  multiple.  It's  true  that  1973  fiscal 
earnings  will  be  down  from  the 
$3.01  reported  in  1972  because  of  a 
changeover  in  Syntex'  contracts  for 
bulk  oral  contraceptives.  Fiscal  1974 
should  see  an  upward  course  of  earn- 
ings resumed  as  the  company  begins 
to  earn  most  of  its  money  from  mar- 
keting^ and  making  pharmaceuticals, 
rather  than  as  a  bulk  supplier  to  oth- 
ers. The  multiple  can  pick  up  as  the 
earnings  improve. 

Take  a  new  look  at  the  market.  Try 
to  visualize  what  it  will  look  like  to- 
ward the  middle  of  1973.  This  will 
make  you  reexamine  your  portfolio.  If 
any  stock  you  have  doesn't  look  as 
though  it's  going  to  be  a  candidate  for 
a  better  P/E,  you'd  better  start 
switching  it  into  something  else  now. 
There's  no  better  time  to  switch  than 
in  a  bull  market,  when  changes  can 
be  made  with  a  minimum  of  pain.  ■ 


STOCK  ADVICE 

From  Now  To  March  9 

ONLY  $1 

For  only  $1  get  our  monthly  buy-sell-hold  advice  on  650  leading  stocks.  Also  receive 
8  weeks  of  our  8  page  Weekly  Report. 

Features  include  our  Weekly  Market  Commentary,  Stock  Service  Digest— a  Digest  of  25 
Advisory  Services,  Business  Outlook,  Industry  Surveys,  Trader's  Page,  Overseas  Report, 
Group  Studies  and  other  investment  aids.  Stock  Recommendations  include:  (1)  Stocks 
Recommended  By  25  Other  Well-known  Investment  Advisers;  (2)  Model  Stock  Portfolios;  (3) 
Growth  Stocks  with  Specific  Buy-Sell-Hold  Advice;  (4)  "Master  List"  of  Recommended 
Stocks— Both  Speculative  and  Conservative;  (5)  Over-the-Counter  Recommendations;  (6) 
"Trading"  Suggestions. 

4  Stocks  Under  $25 

With  your  $1  Trial  Subscription  you  also  receive  our  recommendations  on  4  Stocks 
Under  $25  for  long  term  accumulation.  And  our  buy-sell-hold  advice  is  offered  on  22 
Volatile  Issues  such  as  Syntex,  Avon,  Disney,  Burroughs,  Occidental  Petroleum,  IBM  and 
Xerox. 

30  Stock  Split  Candidates 

You  also  receive  as  part  of  our  offer  our  list  containing  30  Stock  Split  Candidates. 

Money-Back  Guarantee 

Fill  out  coupon  below  and  send  it  today  with  $1  for  your  8  Week  Trial  of  Dow  Theory 
Forecasts.  You  must  be  satisfied.  (New  Subscribers  only.  Subscription  cannot  be  assigned 
without  your  consent.) 


MAIL  TODAY 


DOW  THEORY  FORECASTS,   INC.,  Dept.  Fl-15-73 

P.  O.  Box  4550,  Grand  Central  Station,  New  York,  New  York  10017 

D  Send  Airmail.  25  cents  additional. 
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INVESTMENT 
MANA3EMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for 
possible  capital  appreciation  for  investors 
who  appreciate  the  risks  and  rewards  of  a 
securities  portfolio.  You  own  the  stocks  — 
the  account  is  in  your  name  with  your  broker. 
But  we  give  all  the  buying  and  selling  orders. 
We  have  a  full-time  staff  of  experienced 
market  analysts  and  research  people  If  this 
makes  sense  to  you,  give  us  permission  to 
send  you  our  booklet  "Personal  Investment 
Management"  by  Spear  &  Staff. 


SPEAR&STAFRINC. 

Investment  Management  Division  Dept.  MFH5 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
your  investment  management  brochure. 

Name — 

Address _ 


.State. 


.Zip. 


My  broker  is 

Confidentially,  my  account  would  amount  to  about  $_ 
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From  the  standpoint  of  getting  your  dollars' 
worth,  FundScope,  the  monthly  mutual  fund 
magazine,  compares  BUYING  COST  (sales 
commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  very  significant  data.  At  a 
glance  you  can  see  the  top  performers  for 
Growth,  for  Income,  for  Stability.  See  exactly 
how  the  5  top  No-Loads  compare  with  the  5  top 
Load  funds  for  various  significant  periods. 

Packed  with  factual  data,  FundScope's  exclu- 
sive January  report  reveals  which  No-Loads 
are  a  "bargain"  and  which  are  "expensive." 
Learn  how  to  avoid  "hidden  costs"  and  make 
a  purchase  of  mutual  funds  a  bargain  ...  not 
false  economy. 

SPECIAL  OFFER: 

(new  trial  subscribers  only) 
Send  just  $17  for  a  3-month  trial  subscription 
to  FundScope  beginning  with  the  January  No- 
Load  vs.  Load-Fund  Issue.  PLUS— 4  big 
bonuses  including  the  532- page  April  1972 
Mutual  Fund  Guide,  the  new  Bible  of  the  fund 
industry  with  all  the  vital  information  you  need 
on  468  funds.  (GUIDE  ALONE  SELLS  FOR  $15) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $60.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 
Not  available  on  newsstands. 

FundScope,  Dept.  F-46,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


WHICH  3 

NO  LOADS 

ARE  LEADING  THE  WAY  UP? 
SHOULD  YOU  BUY  THEM  NOW  ? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on> 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  Only  $1    (new  subscribers  only) 
Just  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-1A,  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 
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Overseas 
Commentary 

By  Walter  Oechsle 


An  Heretical  View 


I'm  about  to  commit— once  again— 
heresy!  Despite  the  prospects  for 
peace  in  Vietnam,  despite  the  excel- 
lent outlook  for  the  U.S.  economy  in 
1973,  despite  the  nearly  unanimous 
sentiment  that  Wall  Street  will  be 
the  place  to  be  in  1973,  and  despite 
the  fact  that  record  amounts  of  foreign 
money  are  flowing  into  the  U.S.  mar- 
ket, I  am  suggesting  that  Americans 
not  lose  sight  of  foreign  markets. 

There  are  of  course  many  reasons 
for  investing  abroad.  At  this  point  I'd 
only  like  to  reiterate  the  objectives  of 
geographic  diversification  and  the 
fact  that  there  are  investment  op- 
portunities abroad  that  simply  do  not 
exist  in  the  U.S.  Also,  it  is  just  pos- 
sible that  on  a  longer-term  basis,  all 
the  foreign  money  pouring  into  the 
U.S.  market  and  the  favorable  con- 
sensus of  all  the  experts  for  Wall 
Street  are— once  again— wrong. 

The  American  investor  faces  con- 
siderable obstacles  when  investing 
abroad:  the  general  lack  of  informa- 
tion on  foreign  companies,  the  dis- 
interest of  U.S.  brokers  to  get  involved 
in  foreign  securities  and  the  Interest 
Equalization  Tax.  Given  these  handi- 
caps, what  is  the  U.S.  investor  to  do 
if  he  wants  to  invest  abroad? 

The  case  for  investing  in  mutual 
funds  or  closed-end  investment  com- 
panies by  the  individual  investor  is 
well-known.  It  applies  even  more  for 
investing  abroad.  Unfortunately,  there 
is  only  a  limited  number  of  foreign 
funds  that  can  be  bought:  There  are 
only  a  few  funds  registered  with  the 
Securities  &  Exchange  Commission 
that  specialize  in  foreign  securities.  I 
believe  they  merit  consideraton. 

The  Japan  Fund  is  a  case  in  point. 
Obviously  it  has  benefited  from  the 
incredible  Japanese  bull  market  of  the 
past  two  years,  but  even  before  that 
it  fairly  consistently  outperformed  the 
Japanese  market,  though  ironically 
not  so  in  1972.  Last  year  was,  by  and 
large,  a  market  for  "garbage  stocks" 
in  Japan  and  the  philosophy  of  the 
Japan  Fund  is  to  invest  in  quality 
companies.  However,  with  the  Japa- 
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nese  economy  still  projected  to  grow 
faster  than  that  of  almost  any  other 
industrialized  countiy  in  the  next  ten 
years,  the  Japan  Fund  represents  for 
the  U.S.  investor  below-average  risk 
participation  in  that  growth. 

Bull  Market  in  Gold? 

I've  mentioned  South  African  gold 
shares  on  a  number  of  previous  oc- 
casions, an  obvious  reason  being  there 
is  nothing  even  remotely  comparable 
available  in  the  U.S.  The  gold  price 
has  been  surprisingly  firm  in  the  last 
few  weeks  and  there  is  the  possibility 
of  a  substantially  higher  price.  Accord- 
ing to  John  van  Eck,  president  and 
manager  of  International  Investors, 
Inc.  (roughly  $15  million  in  assets), 
we're  in  the  very  early  stages  of  a 
major  bull  market  in  gold.  He's  back- 
ing his  philosophy  with  action.  Fully 
85%  of  the  fund's  assets  are  invested 
in  gold  shares.  The  net  asset  value 
of  the  fund's  shares  was  up  some  60% 
in  1972.  Normally  when  you've  made 
this  kind  of  money  in  a  specialty  fund 
it's  a  good  time  to  get  out.  In  this 
case  I  doubt  whether  this  holds  true 
and  suggest  it  as  a  viable  investment 
for  those  who  have  doubts  (justified, 
in  my  opinion)  about  the  longer-term 
stability  of  paper  currencies,  and  par- 
ticularly the  U.S.  balance  of  payments. 

American-South  African  Investment 
Co.,  a  large  closed-end  fund  special- 
izing in  South  African  mining  shares 
and  listed  on  the  New  York  Stock  Ex- 
change, also  has  performed  well  in 
1972  and  should  continue  to  reflect 
future  trends  in  the  gold  price.  The 
slight  drawback  to  this  fund  in  com- 
parison with  International  Investors 
is  that  as  a  closed-end  fund,  it  can 
sell  at  a  premium  or  discount,  nei- 
ther of  which  is  rationally  predict- 
able. Moreover,  its  charter  docs  nol 
permit  the  same  type  of  flexibility 
that  International  Investors  has.  The 
latter,  for  instance,  could  get  entirely 
out  of  gold  shares  and  into  oilier  inlei 

national  investment  if  the  gold  situa- 
tion seemed  to  warrant  such  a  switch. 

Scuddvr    International    Investments 

Ltd.  takes  a  rather  unique  approach 
at  least  unique  by  foreign  standards 
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to  investing  abroad.  It  simply  invests 
in  high-quality  growth.  The  addic- 
tion to  growth  has  not  been  nearly 
as  pronounced  in  other  stock  markets 
around  the  world  as  it  has  in  the 
U.S.  As  a  result  quality  growth  com- 
panies (and  that  doesn't  mean  the 
Levitzes  and  Bausch  &  Lombs)  are 
available  at  bargain  multiples. 

Take  Heineken,  the  Dutch  brewery 
company,  for  instance.  It  is  one  of 
the  world's  largest  and  fastest  grow- 
ing breweries  and  still  sells  at  less 
than  25  times  current  year's  estimated 
earnings.  Incidentally,  Heineken  is  the 
largest  single  position  of  Scudder  In- 
ternational, representing  approximate- 
ly 6%  of  total  assets.  Another  example 
is  Petrofina.  It  is  the  safest  way  to 
participate  in  the  assured  growth  of 
North  Sea  oil.  It  also  represents  a 
substantial  position  of  the  fund. 

Approximately  25%  of  the  fund's 
assets  are  invested  in  Japan,  and,  as 
I've  pointed  out  on  previous  occasions, 
high-quality  growth  in  Japan  (such 
as  Mitsukoshi,  Shiseido,  Calpis  Food 
and  some  rapidly  growing  casualty 
insurance  companies  and  banks,  all 
represented  in  the  Scudder  portfolio) 
is  still  available  at  a  lower  multiple 
than  the  overall  market. 

Much  of  the  success  of  some  of 
the  T.  Rowe  Price  funds  of  the  past 
five  years  has  been  due  to  their  policy 
of  investing  in  sound  growth  compa- 
nies in  the  U.S.  Their  success  caused 
many  others  to  jump  on  the  band- 
wagon, and  as  a  result  you  not  only 
benefited  from  the  growth  of  the  com- 
pany but  from  a  multiple  play  as  well. 
I  see  much  of  the  same  prospects  for 
foreign  growth  companies  in  the  next 
three  to  five  years,  and  Scudder  In- 
ternational is  the  only  vehicle  that 
I'm  aware  of  that  permits  you  to  in- 
vest in  this  concept  and  in  these 
prospects  on  a  worldwide  basis. 

How  To  Buy 

How  about  the  mechanics  of  buy- 
ing these  shares?  In  the  case  of  Japan 
Fund  and  American-South  African 
Investment  Co.,  both  listed  on  the 
New  York  Stock  Exchange  and  cur- 
rently selling  at  an  8%  discount  and 
a  4.8%  premium  from  asset  value  re- 
spectively, it  is  very  simple.  Interna- 
tional Investors  is  in  active  registra- 
tion with  the  SEC  and  can  be  bought 
at  the  standard  load,  with  discounts 
for  larger  purchases.  The  case  of 
Scudder  International  is  a  bit  more 
complicated.  While  it  is  planned  again 
to  offer  fund  shares  to  the  public  in 
the  very  near  future,  there  is  currently 
no  effective  registration  statement.  But 
there  is  an  over-the-counter  market  in 
the  shares.  In  all  cases,  any  broker 
should  be  able  to  help  you;  if  not,  just 
contact  the  fund  directly.  ■ 
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Why  Value  Line's 
Investors  Reference  Service 
is  not  bound. 


How  do  you  go  about  updating  a  bound  ref- 
erence volume  whose  pages  are  perma- 
nently attached  to  the  binding?  You  don't. 
You  wait  six  months  or  a  year  for  the  next 
edition.  That's  fine  in  some  fields  of  study 
— but  not,  we  think,  in  the  stock  market. 

Thousands  of  changes  in  stock  prices, 
some  of  major  significance,  occur  every 
week.  Actual  and  projected  stock  earnings 
are  also  continually  changing.  If  you  are 
seeking  investment  guidance  on  what  to  do 
now,  we  believe  that  the  research  you  use 
can  be  no  better  than  it  is  current.  (Indeed, 
out-of-date  research  may  sometimes  be 
worse  than  none  at  all.) 

And  that  is  why  Value  Line's  Investors 
Reference  Service  is  nor  bound  ...  so  that 
what  is  between  its  covers  can  be  continu- 
ally updated  ...  so  that  the  research  con- 
clusions it  gives  you  reflect  the  very  latest 
information  and  evaluation  of  future  prices, 
earnings  and  other  key  investment  factors 
affecting  the  stocks  that  interest  you.  This 
systematic  coverage  includes  more  than 
1400  leading  stocks,  which  account  for 
more  than  90%  of  the  dollar  value  of  all 
shares  traded  in  U.S.  securities  markets. 


Value  Line's  CONTINUALLY 
UPDATED  Investors  Reference 
Service  covers  more  than 
1400  Stocks  in  67  Industries. 

Continually  renewed,  as  the  latest  research 
reports  update  and  replace  the  old.  Only 
the  outside  binder  remains  the  same.  The 
weekly  updating  takes  less  than  a  minute. 

How  it  works. 

When  you  receive  Value  Line's  1800-page 
Investors  Reference  Service,  you'll  find  in 
it  our  current  full-page  research  reports  on 
each  of  more  than  1400  stocks  and  the  67 


industries  in  which  they  are  grouped,  com- 
pletely indexed  for  your  immediate  refer- 
ence. Plus  the  latest  weekly  Summary  of 
Advices  giving  you  our  current  investment 
ratings  of  all  these  stocks. 

EVERY  WEEK  thereafter,  you  receive 
new  full-page  reports  on  more  than  100 
stocks  and  their  industry  groups.  These  re- 
place and  completely  update  the  previous 
set  of  reports  on  the  same  stocks  and  in- 
dustries. Thus  every  13  weeks  your  reports 
on  all  1400  stocks  and  67  industries  are 
entirely  renewed.  If  evidence  requires,  sup- 
plementary reports  are  issued,  too.  Only 
the  outside  binder  remains  the  same. 

EVERY  WEEK  you  also  receive  a  new 
24-page  Summary  of  Advices  giving  you 
Value  Line's  up-to-date  investment  ratings 
of  each  of  more  than  1400  stocks— each 
rated  against  all  the  others— for  (a)  Rela- 
tive Probable  Market  Performance  in  the 
Next  12  Months,  (b)  Relative  Appreciation 
Potentiality  in  the  Next  3-to-5  Years,  (c)  Rel- 
ative Estimated  Yield  in  the  Next  12  Months, 
and  (d)  Relative  Investment  Safety.  Plus 
the  very  latest  earnings,  dividend  and  P/  E 
data  for  each. 

If  you're  the  kind  of  investor  who  won't 
settle  for  obsolescent  information  and 
guidance,  Value  Line's  unbound  Investors 
Reference  Service  may  be  especially  for 
you.  We  think  you'll  find,  too,  that  the 
quality  as  well  as  the  currency  of  Value  Line 
research  is  also  in  a  class  by  itself. 

Accept  this  $25  Bonus. 

We  therefore  invite  you  to  accept  the  com- 
plete 1800-page  Investors  Reference 
Service  (sold  separately  for  $25)— entirely 
as  a  BONUS— with  an  introductory  trial  sub- 
scription to  The  Value  Line  Investment 
Survey.  (The  Reference  Service  includes  a 
smaller  volume,  not  pictured,  with  detailed 
recommendations  of  Special  Situations  and 
Especially  Recommended  Stocks.) 

Your  introductory  trial— which  itself 
comes  to  you  under  this  offer  at  nearly  50% 
off  the  regular  rate— will  bring  you  new 
full-page  reports  and  a  new  Summary  of 
Advices  on  more  than  1400  stocks  every 
week,  keeping  your  Investors  Reference 
Service  continually  up-to-date.  You  have 
nothing  to  lose,  as  this  offer  carries  a  30- 
day  full  money-back  guarantee.  To  see  for 
yourself  how  much  you  have  to  gain,  mail 
the  no-risk  coupon  today. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 


I 


□  Begin  my  13-week  trial  subscription  to  The  Value 
Line  Investment  Survey  at  the  special  money-saving 
rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will, 
also  receive  The  Investors  Reference  Service.  I  have 
enclosed  my  $25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  avail- 
able only  once  to  any  household. 

□  I  would  prefer  one  year  (52  issues)  of  Value  Line  and 
The  Investors  Reference  Service  for  $189. 

□  Payment  enclosed       □  Bill  me  for  $189 


SIGNATURE 

Y-I6BI5 

NAME  (please  print) 

ADDRESS 

CITY 

STATE 

ZIP 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 
N.  Y.  residents  please  add  applicable  sales  tax.  Foreign 
rates  available  on  request.  (No  assignment  of  this  agree- 
ment will  be  made  without  subscriber's  consent.) 
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INVESTIGATE  THE 


Established 
1950 


t.rowe price 
growth  stock  fund,  inc. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 


--1 
I 


NAME. 


ADDRESS. 


CITY. 


.STATE. 


.ZIP. 


How  to  place  your  portfolio 

under  investment  management 

starting  with  as  little  as  $5,000 

Here  are  the  five  simple  steps  you  take  to  place  your  portfolio  under 
The  Danforth  Associates  Investment  Management: 


1.  Send  for  our  42-page  booklet 
describing  this  tested  plan.  There  is 
no  obligation.  No  one  will  call  you. 
We  serve  clients  in  at  least  64 
countries  solely  by  correspondence. 

2.  Study  our  procedures.  See  how 
we  will  try  to  help  your  capital 
grow  by  carefully  supervising  your 
investments  in  leading  common 
stocks  Compare  the  15-year  "Per- 
formance Record"  of  all  funds  we 
have  managed. 

3.  Tell  us  the  amount  of  money  in 
cash  or  security  values  you  want 
us  to  manage,  how  you  want  divi- 
dends and  fees  handled,  and  the 
data  we  need  on  your  financial  plans. 

4.  Open  your  own  brokerage  ac- 
count with  a  large  NYSE  Member 
Firm  which   has  a  special  office 


serving  only  Danforth  clients.  Give 
them  limited  power  to  accept  in- 
structions from  us  —  with  transac- 
tions in  your  name  only. 

5.  From  this  point  on,  our  analysts 
will  make  decisions  to  try  to  help 
your  capital  grow.  As  in  any  selec- 
tion of  investments,  losses  do  and 
will  occur,  but  you  will  know  their 
decisions  promptly.  You  receive 
monthly  accountings  and  quarterly 
evaluations.  You  can  withdraw  at 
any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  su- 
pervising portfolios  starting  with 
from  $5,000  to  $50,000.  To  take 
your  first  step  now,  simply  write 
"send  booklet"  with  your  name 
and  address  and  mail  to  Dept.W-93. 


the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  oh8i 

— —  Investment  Management  •  Incorporated  1936  #^_^_ 


READERS  SAY 


( Continued  from  page  12) 

which  a  fund  may  want  to  expose  itself 

to  the  risks  of  catering  to  such  as  Mr. 

Curtis  Richmond  is  something  which  is 

entirely  within  its  control. 

—Irving  L.  Straus 

New  York,  N.Y. 
< 

Taking  Cents  from  Innocents 

Sir:  Re  your  article  on  the  "Instant 
Heirlooms"  industry  (Dec.  15):  They're 
certainly  taking  a  lot  of  innocents  in. 

—Walter  Hoving 

Chairman, 

Tiffany  &  Co. 

New  York,  N.Y. 

Capri  over  Mazda 

Sir:  Let  me  quote  from  your  Wankel 
story  (Dec.  15):  "...  by  last  month  the 
$3,100  Mazda  had  passed  Fiat,  Volvo, 
Capri  and  17  other  makes  to  become  the 
No.  Five  U.S.  import."  For  the  record: 
"Last  month"  (November),  Mazda  sales 
were  5,250;  Capri  sales,  8,094.  For  year- 
to-date  sales  through  November:  Mazda, 
48,806;  Capri,  82,461. 

— B.E.  BlDWELL 

Vice  President  and  General  Manager, 

Lincoln-Mercury  Division 

Ford  Motor  Co. 

Dearborn,  Mich. 

No  Kidding 

Sir:  Your  article  on  Baltimore  Gas  & 
Electric  asks  why  there  is  a  slowdown  in 
the  growth  rate  of  electricity  demand. 
Don't  you  realize  that  the  "pill"  has 
contracted  families  to  fewer  children? 
When  my  kids  are  not  at  home,  my  elec- 
tric bill  is  20%  less. 

—Clarence  Bondelid,  O.D. 
Seattle,  Wash. 

Which  Company? 

Sir:  In  the  insurance  and  finance  sec- 
tion of  your  Jan.  1  issue  (p.  142),  you 
list  Provident  National,  but  the  figures 
seem  to  be  those  of  Provident  Life  & 
Accident  Insurance.  However,  in  the 
stock  market  section  (p.  94)  your  figures 
for  Provident  National  are  incorrect  if 
they  are  supposed  to  be  for  our  compa- 
ny. Which  company  are  you  reviewing? 

-H.C.  Unruii 

Chairman, 

Provident  Life  &  Accident  Insurance  Co. 

Chattanooga,  Tenn. 

Provident  Life  <b  Accident:  the  name 
is  incorrectly  listed  as  Provident  Nation- 
al in  all  tables.  The  correct  figures  in 
the  stock  market  section  (p.  94)  are: 
price  range  114-45)i;  recent  price  100; 
shares  outstanding  3.9  million;  dividend 
95  cents;  price /earnings  ratio  20.  The 
corrected  figures  place  Provident  Life 
113th  in  the  rankings,  with  a  stock  price 
percentage  gain  of  99.1%,  a  stock  mar- 
ket value  of  $429  million— Km. 
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Investing  for  Appreciation 

Through  Speculative 

Investment  Policies 

A  NO-LOAD  MUTUAL  FUND 

•  NO  SALES  CHARGE 

•  NO  REDEMPTION  FEE 

FOR  PROSPECTUS  AND  FURTHER  INFORMATION 

CALL  TOLL  FREE: 

800/5256148 


Financial  Programs,  Inc.,  Dept.  F-1 

900  Grant  Street  •  Denver,  Colorado  80201 

Send  me  a  prospectus  and  literature  describing 
Financial  Venture  Fund,  Inc. 


NAME 
ADDRESS 


CITY 


STATE 


ZIP 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by 

JOHN  W.  SCHULZ 

a  senior  Vice-President  of  this  firm 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


The  happiness  of  your  life  depends 
upon  the  quality  of  your  thoughts. 

—Marcus  Aurelius 


Some  hearts  are  hidden,  some  have 
not  a  heart.  —George  Crarhe 


One  should  absorb  the  color  of  life, 
but  one  should  never  remember  its 
details.  —Oscar  Wilde 


Philosophers  there  are  who  try  to 
make  themselves  believe  that  this  life 
is  happy;  but  they  believe  it  only 
while  they  are  saying  it,  and  never 
yet  produced  conviction  in  a  single 
mind.  —Samuel  Johnson 


We  should  only  affect  compassion, 
and  carefully  avoid  having  any. 

—La  Rochefoucauld 


Who  bathes  in  worldly  joys,  swims 
in  a  world  of  fears. 

— Phineas  Fletcher 


I  know  and  see  too  well,  when  not 
voluntarily  blind,  the  speedy  limits  of 
persons  called  high  and  worthy. 

—Ralph  Waldo  Emerson 


What  would  you  have?  Your  gen- 
tleness shall  force  more  than  your 
force  move  us  to  gentleness. 

—Shakespeare 


Tact  is  the  knack  of  making  a  point 
without  making  an  enemy. 

—Howard  W.  Newton 


B.  C.  FORBES 

Hard-hearted,  severe,  domi- 
nating executives  may  sometimes 
manage  to  get  farther  and  to 
amass  more  money.  But  they 
get  less  genuine  joy  out  of  life 
than  the  man  of  finer  sensibili- 
ties. Cultivate  a  warm  rather 
than  a  cold  heart. 


Money  never  made  a  man  happy 
yet,  nor  will  it.  There  is  nothing  in  its 
nature  to  produce  happiness. 

—Benjamin  Franklin 


It  is  not  noble  to  return  evil  for 
evil;  at  no  time  ought  we  to  do  an  in- 
jury to  our  neighbors.  —Plato 


There  are  three  things  that  ought 
to  be  considered  before  some  things 
are  spoken:  the  manner,  the  place 
and  the  time.  —Robert  Southey 


It  is  not  of  so  much  consequence 
what  you  say,  as  how  you  say  it. 
Memorable  sentences  are  memorable 
on  account  of  some  single  irradiating 
word.  —Alexander  Smith 


To  get  the  most  out  of  life,  don't 
take  yourself  too  seriously. 

—William  Feather 


Distrust   all  in   whom  the  impulse 
to  punish  is  powerful. 

— Friedrich  Nietzsche 


Speech   is   the   mirror  of  the  soul; 
as  a  man  speaks,  so  he  is. 

— Publilius  Syrus 


Life's     more     amusing     than     we 
thought.  —Andrew  Lang 


This  is  the  true  joy  of  life:  to  be 
used  by  a  purpose  recognized  by 
yourself  as  a  mighty  one;  to  be  thor- 
oughly worn  out  before  being  thrown 
on  the  scrap  heap;  to  be  a  force  of 
nature  instead  of  a  feverish,  selfish 
little  clod  of  ailments  and  grievances 
complaining  that  life  will  not  devote 
itself  to  making  you  happy. 

—George  Bernard  Sil\w 


Money-giving  is  a  very  good  cri- 
terion of  a  person's  mental  health. 
Generous  people  are  rarely  mentally 
ill.  —Karl  Menninger 


I  believe  it  to  be  most  true  that  it 
seldom  happens  that  men  rise  from 
low  condition  to  high  rank  without 
employing  either  force  or  fraud. 

— Niccol6  Machiavelli 


Politeness  is  better  than  logic.  You 
can  often  persuade  when  you  cannot 
convince.      —Henry  Wheeler  Shaw 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue. 
New  York,  N.Y.  10011.  (Sales 
lax:  New  York  Slate,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  R.T.  Brown,  St.  Peters- 
burg, Fla.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


A  man  halli  joy  by  the  answer  of  his 
mouth:  and  a  word  spoken  in  due 
season,  how  good  is  it! 

—Proverbs  \~r.2:\ 
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Loans  Loaded  with  Personality 


When  you  do  business  with  Girard,  you'll  receive  the 
personal  attention  of  banking  professionals  like  Bob 
Camp,  Vice  President,  National  Division  and  Bill 
Bjorseth,  Vice  President,  Middle-Atlantic  Division. 

Which  means  . . . 

Someone  at  Girard  takes  the  trouble  to  know  you — 
well.  The  same  people  who  have  applied  imagina- 
tion to  funding  everything  from  jet  planes  to  coal 
mines  to  real  estate  developments  will  create  a  loan 
package  personalized  to  your  needs. 
Girard  services  include:  lines  of  credit,  revolving 
credit  plans,  term  loans,  commercial  installment 
loans,  construction  loans  and  many  combinations. 


Girard  has  personality . . .  plus? 

In  addition  to  lending  money,  your  Girard  banker 
"quarterbacks"  a  team  that  includes  international 
banking  expertise  and  facilities,  tailormade  pension 
and  profit  sharing  plans,  individually  designed  cash 
management  programs,  national  collection  systems. 
Work  with  us.  You'll  like  our  personality. 


fr 


GIRARD  BANK 

PHILADEIPHIA  •  LONDON  •  PARIS 

GIRARD  INTERNATIONAL  BANK  •  NEW  YORK 


W   81973, 

If  you're  worried  about  young  people 
take  a  look  at  Cleveland,  and  cheer  up! 


In  the  past  5  years,  of  all  the  graduates  from  Cleveland's  Inner  City  High 
Schools  who  wanted  jobs,  94%  got  them!  And  these  young  people  then  pro- 
ceeded to  earn  53  million  dollars,  and  only  18%  have  since  quit  their  jobs. 
It's  a  Cleveland  School  Administration  program,  with  the  enthusiastic 
help  of  business.  It's  a  story  to  cheer  up  any  businessman  in  these  days  of 
dire  predictions.  Why  not  have  your  Cleveland  branch  or  sales  office  learn 
the  full  story.  Might  be  your  city  could  follow  suit.  This  could  well  be  the 
beginning  of  all  sorts  of  wonderful  things  in  this  country  of  ours. 
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This  new  5330  contouring  numerical  control  system  is 
manufactured  by  our  Electronic  Products  Division. 
The  result  of  years  of  electronic  control  development 
by  Warner  &  Swasey,  this  system  represents  the  very 
latest  state-of-the-art  control  technology. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


UUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


IT'LL  COST  YOU  NOTHING  TO  READ  IT. 
IT  COULD  COST  YOU  PLENTY  NOT  TO. 


Although  our  new  booklet  costs  you  nothing,  it  could  prove  of  enor- 
mous value  to  your  company. 

Because  it  introduces  some  completely  new  thinking  about  auto  fleet 
leasing.  It  sets  forth  a  new  approach  to  the  handling  of  ordering,  billing, 
delivery,  licensing,  registration,  used  car  disposal. 

If  you're  not  presently  leasing,  you'll  get  a  fresh  insight  into  why  you 
should  be.  If  you  are  leasing,  you'll  be  able  to  evaluate  the  service 
you're  getting.  And  not  getting. 

Our  booklet  is  brief  and  concise.  But  the  principles  in  it  could  save  your 
company  many  thousands  of  dollars.  For  many  years  to  come. 
Use  the  coupon  to  send  for  your  copy.  Our  booklet  costs  nothing,  but 
you'll  find  it's  worth  quite  a  lot. 


WHEELS  inc.  and  associated  companies. 

6200  N.  Western  Ave.,  Chicago,  III.  60659  Dept.  FB23 

I'm  interested  in  finding  out  exactly  how  much  money  and  time 

my  company  could  save  through  fleet  leasing. 

We  operate Cars Trucks 

D  Leased  □  Owned  D  Salesmen's  Cars 


Name 

Title 

Company 

Address 

City 

State 

Zip 

WHEFLSim 

Leasing  Chevrolets  and  other  fine  cars 
and  trucks  for  34  years,  serving  over 
500  of  America's  leading  corporations. 
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Emery  has  more  planes  than  Russia. 


That's  right. 

Emery  Air  Freight  has  2,534  planes  at  its  disposal.  A  number 
Aeroflot  or,  for  that  matter,  any  airline  can't  match.  Because  that 
figure  represents  every  single  scheduled  domestic  plane  that 
carries  freight. 

And  every  single  plane  that  carries  freight  is  an  Emery  plane. 

You  see,  at  Emery,  we  reserve  space  on  every  key  flight  of  every 
key  airline,  every  day. 

Now  you're  probably  wondering  what  all  those  staggering 
pieces  cf  information  mean  to  you. 

Simply  stated,  it  means  that  nobody— repeat,  nobody— can  get 
your  package  from  where  it  is  to  where  you  want  it  faster  than 
Emery  Air  Freight  can. 

Nor  can  anybody  handle  your  shipments  with  more  safety  than 
Emery.  That's  because  of  our  Emcon  computer  system  for  tracking 


shipments.  What  Emcon  does  is  tell  you  exactly  where  your  shipment 
is  from  the  time  we  pick  it  up  to  the  time  we  deliver  it.  In  1 0  seconds. 

Incidentally,  we  spend  more  than  $5,000,000  a  year  maintaining 
and  servicing  our  Emcon  system  and  our  closest  competitor  is  no 
closer  than  five  years  away  from  having  anything  even  close  to  it. 

Now  that  you  know  our  speed  and  safety  stories,  we'd  like  to  tell 
you  a  little  about  our  service. 

When  Emery  is  your  freight  forwarder,  you  have  72  offices  you 
can  call  24  hours  a  day,  every  day  of  the  week. 

And  those  are  only  our  United  States  offices.  If  you  do  business 
internationally,  you'll  be  happy  to  learn  we  do  too.  Outside  the 
United  States  you  can  call  Emery  at  23  offices  in  22  countries. 

If  Emery  sounds  like  the  air  freight  company  you  should  be 
doing  business  with,  why  not  make  a  call  to  the  Emery  olfice  nearest 
you.  We're  listed  in  the  Yellow  and  White  pages  of  your  phone  book. 


Emery  Air  Freight. 

We're  the  best  because  we're  the  fastest  and  the  salest. 
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Side  Lines 
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FOUNDED  1917  BY  B.  C.  FORBES  (18801954) 


Up  We  Go 

As  Forbes  subscribers  know  because 
tbey  are,  tbis  magazine  is  edited  for 
higb-ups  in  business— and  for  those 
on  tbeir  way  up  the  management 
ladder.  As  a  symbolic  salute  to  those 
on  the  way  up,  Forbes  Inc's  Presi- 
dent Malcolm  Forbes  has  moved  to 
spread  the  magazine's  message 
through  an  eye-raising  medium  of 
which  there  are  relatively  few— the 
hot-air  balloon. 

Last  summer  Malcolm  Forbes  and 
two  slightly  younger  (like  30  years) 
Forbes  Inc.  employees,  Dennis  Fleck 
and  Mark  Hidalgo,  signed  up  for  an 
instruction  course  and  the  hours  of 
ballooning  experience  required  to 
qualify  for  the  Federal  Aviation 
Administration's  commercial  pilot's 
license.  At  the  same  time,  Forbes 
Inc's  optimistic  CEO  ordered  from 
Raven  Industries  of  Sioux  Falls,  S.D. 
one  of  its  newest  balloons— the  55- 
foot-diameter,  four-story-high  hot-air  bag  cum  gondola    shown  here. 

By  summer's  end  the  enthusiastic  trio  had  put  in  the  requisite  hours 
as  pilots  in  control  during  free  flight,  solo  time  and  ascent  to  10,000 
feet.  Concurrently  they  studied  for  the  FAA's  comprehensive  examina- 
tion, which  requires  a  considerable  knowledge  of  FA  A  regulations; 
understanding  and  forecasting  the  weather;  how  to  chart  a  flight  pat- 
tern and  speed;  aerial  map  reading  and  interpretation;  and  much  mis- 
cellaneous information.  "I  haven't  studied  so  hard  since  final  exams 
in  college,"  says  Malcolm  Forbes.  All  three  students  flunked  the 
exam  the  first  time,  then  passed  it  the  second  with  slightly  vaiying 
margins.  Now  all  three  are  among  the  250  U.S. -licensed  balloonists. 

Last  fall  the  magnificent  gold-and-red-striped  balloon  arrived  and 
was  named  Roberta  in  honor  of  Mrs.  Forbes.  Her  reaction?  "I  don't 
know  what  there  is  about  me  to  suggest  a  balloon,"  she  says,  "but  I  do 
know  nothing  will  persuade  me  to  leave  the  ground  in  it." 

Two  sets  of  messages  can  be  attached  to  Roberta— the  balloon, 
that  is.  One  set  of  panels  reads  "Forbes  Magazine"  on  one  side  of  the 
balloon  and  "For  High  Ups  In  Business"  on  the  ofher.  The  other  set  of 
panels,  promoting  Forbes  Inc's  subsidiary  Siegers-Forbes  motorcycle 
sales  and  service  shop  in  Whippany,  N.J.,  is  displayed  whenever  Roberta 
is  flying  over  New  Jersey  or  nearby  Pennsylvania  and  New  York. 

Is  ballooning  dangerous?  "If  it  were,  I  wouldn't  dream  of  doing  it," 
says  Malcolm  Forbes.  "It's  like  motorcycling:  It  may  seem  dangerous  to 
the  uninitiate,  but  it  isn't  at  all  if  you  follow  the  rules  and  common 
sense.  And  floating  above  the  treetops  provides  a  view,  a  thrill,  a  lift— if 
you'll  pardon  the  pun— unmatched  by  anything  else." 

Next  week  our  Balloon  Ascension  division  is  off  to  Albuquerque 
for  the  International  Ballooning  Fiesta,  buoyed  by  an  extra  safety 
device.  While  the  Roberta  may  run  out  of  propane  fuel,  as  long  as 
our  Fact-and-Commenter  is  aboard  it  will  never  run  out  of  hot  air.  ■ 


■ 


>  . 


The  new  dawn  of  accuracy. 

In  measuring  time. 

Man  first  told  time  by  the  movement  of  the  earth  in 
relation  to  the  sun  and  stars. 

And  from  sundials  to  traditional  clocks  and  watches, 
the  increase  in  the  accuracy  of  time  measurement 
has  been  dramatic. 

But  now,  through  advances  in  solid-state  electronics, 
watch  and  clockmakers  are  producing  timepieces 
that  can  maintain  correct  measurements  to  within  a 
minute  a  year. 

And  not  just  for  scientific  observation.  Electronic 
watches  and  clocks  are  available  for  you,  your  home, 
office  or  factory. 

RCA  has  been  an  active  participant  in  this  timely 
revolution  through  its  development  of  innovative 
solid-state  components  that  make  these  amazingly 
accurate  timepieces  possible.  And  today,  we  are 
working  to  expand-our  capabilities  to  supply  these 
sophisticated  electronic  components  for  watch- 
makers both  here  and  abroad. 

At  RCA,  we're  concentrating  on  many  areas  of 
opportunity.  Like  consumer  electronics,  consumer 
services,  entertainment  and,  of  course,  communica- 
tions technology.  Areas  in  which  RCA  has  an 
-active  role  today  and  will  seek  an  even  greater 
"role  tomorrow 


itc/i 


Big  parts.  Small  parts. 
Die  cast  metal  or  molded 
plastic. Our  Doehler-Jarvis 
Division  produces  and 
assembles  components 
for  everything  from  autos 
and  appliances  to  com- 
puters and  cameras. 

This  is  one  of  the  many 
ways  in  which  our  world- 
wide operations  meet  the 
needs  of  modern  industry 
supplying  a  wide  variety 
of  metals,  chemicals, 
fabricated  materials  and 
services.  Want  to  know 
more  about  us?  Send  for 
your  copy  of  our  brochure, 
"This  is  N  L  Industries." 
Write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 
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INDUSTRIES 


Trends 

&  Tangents 


BUSINESS 


Term  Life,  Too  ' 

Pennsylvania's  maverick  Insur- 
ance Commissioner  Herbert  Denen- 
berg  has  followed  up  his  controver- 
sial "Shopper's  Guide"  to  straight 
life  insurance  with  a  second  guide, 
available  to  Pennsylvania  residents 
only,  rating  companies  that  sell 
competing  term  life  policies  in  that 
state.  For  a  $25,000  five-year  re- 
newable term  policy  for  males  aged 
25,  35  and  45,  the  guide  reports  a 
cost  variance  of  140%  for  nearly 
identical  coverage.  Among  the  so- 
called  participating  companies 
( those  that  pay  dividends ) ,  Pruden- 
tial, Home  Life  and  New  York  Life 
stand  high  on  the  new  list.  Among 
the  nonparticipating  (no  dividends) 
companies,  whose  premium  costs 
tend  to  be  lowest,  the  cheapest 
policy  is  that  sold  by  Wisconsin's 
Old  Line  Life  Insurance  Co. 

Nader,  Nader  Everywhere 

There  are  now  more  than  1,000 
Federal  Government  consumer  pro- 
grams administered  by  57  agencies 
at  an  annual  cost  of  $3  billion,  ac- 
cording to  the  Tax  Foundation 
study  group.  A  federal  consumer 
service  guidebook  now  runs  to  151 
pages.  At  the  state  and  local  level, 
23  states  have  consumer  protection 
departments,  39  have  consumer 
fraud  agencies  in  the  state  attorney 
general's  office,  and  more  than  50 
cities  and  20  counties  have  con- 
sumer protection  units. 

Vehicle  of  the  Future? 

Vehicles  that  run  on  muscle  pow- 
er—notably the  bicycle  and  its 
cousins— may  be  gaining  ground  on 
the  automobile  as  a  means  of  get- 
ting about  urban  and  suburban 
America.  The  evidence?  Last  year 
U.S.  unit  sales  of  bicycles  exceeded 
factory  sales  of  cars  by  2.3  mil- 
lion. Though  biking  has  all  manner 
of  social  advantages,  its  new  popu- 
larity probably  stems  most  from 
its  personal  appeal.  Biking  to  work, 
for  example,  is  one  way  to  build 
exercise  into  a  daily  schedule  and 
help  control  weight.  The  bike  trend 
seems  destined  to  grow— witness 
the  increasing  networks  of  bike- 
ways  to  reduce  the  traffic  haz- 
ards of  bicycling. 


Slow  Grow 

The  comparatively  sudden  taper- 
ing off  in  U.S.  population  growth 
was  apparent  in  the  number  of  us 
on  hand  to  greet  the  New  Year. 
We  numbered  210,194,312,  says 
the  Census  Bureau,  a  gain  of  1.6 
million  over  New  Year  of  1972. 
rBut  a  year  ago  there  was  a  2- 
million  gain,  the  year  before  that, 
2.2  million.  The  biggest  increase 
was  back  in  1956—3.1  million. 


FOREIGN 


Come  One,  Come  All 

Britain's  Joseph  Lucas  (Indus- 
tries) Ltd.,  one  of  the  world's  ma- 
jor ($800-million  sales)  automo- 
tive parts  suppliers,  is  seeking  to 
get  bigger  with  the  help  of  its 
competitors.  The  idea  is  to  use 
Lucas'  extensive  worldwide  net- 
work of  4,000  points  to  distribute 
its  competitors'  components  under 
license.  Sir  Kenneth  Corley,  Lu- 
cas' chairman,  is  especially  hope- 
ful for  contracts  with  the  Japa- 
nese, because,  he  says,  "What  the 
Japanese  have  not  yet  got  is  a  com- 
prehensive worldwide  distributive 
system."  Thus  it  was  a  major  step 
when  he  signed  up  to  handle  Hi- 
tachi's components.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  D  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager. 
FORBES,  60  Fifth  Avenue, 
New  York.  N.Y.  10011 


^ 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


Stair 


Zip 


F4826 


l_ 
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Multigraphics  intr 

a  welcome  extra 


in  cost-per- 


plans: 


simplicity. 


MONTHLY  VOLUME 

COST  PER  COPY 

1st  50,000  Copies 

20 

2nd  50,000  Copies 

10 

Next  100,000  Copies 

hC 

Everything  over 
200,000  Copies 

.30 

True,  American  ingenuity  did  crack  the  Imperial  Code 
during  World  War  II.  But  asking  today's  businessmen 
to  decipher  some  of  the  cost-per-copy  plans  now  on 
the  markert  is  a  bit  much. 

So  Multigraphics  now  introduces  a  cost-per-copy 
plan  totally  devoid  of  ifs,  ors,  and  buts.  Your  costs 
per  copy  will  be  just  as  you  see  them  here,  plus  the 
cost  of  the  bond  paper  you  use. 

The  unit  around  which  we've  built  this  simple  plan 
is  the  most  versatile  in  the  industry:  the  well-estab- 


lished Multigraphics  Total  Copy  System.  It  turns  orig- 
inals to  copies,  continuously  and  automatically,  at 
speeds  up  to  154  copies  a  minute.  And  the  plan  also 
provides  a  convenience  copier  to  handle  short  runs. 

The  only  other  thing  to  tell  you  about  our  new  plan 
is  it  can  save  you  a  lot  of  time  and  cash. 

Now  it's  up  to  you.  Call  your  local  Multigraphics 
representative  or  write  Dept.  M,  1800  W.  Central 
Road,  Mt.  Prospect,  III.  60056.  We'll  bring  over  our 
simple  agreement  form. 

We  make  you  look  better  on  paper. 


MULTIGRAPHICS 


DIVISION  OF  ADDRESSOGRAPH  MULTIGRAPH  CORPORATION 


Where  IU 
gets  its  energy. 


In  the  fast-growing  energy 
market,  IU  supertankers  transport 
oil  throughout  the  world.  We  also 
manufacture  valves,  pressure  vessels 
and  other  energy  systems  and 
equipment.  In  Canada,  we  supply 
gas  and  generate  electricity  for 
380,000  customers. 

In  1972,  IU  energy  operations 


contributed  about  58%  of  pre-tax 
income.  We  expect  added  benefits 
from  our  growing  involvement  with 
liquefied  natural  gas  (LNG). 

For  a  copy  of  "Meet  the  Men 
Who  Manage  IU,"  and  our  latest 
financial  report,  write  IU  Corporate 
Affairs,  1500  Walnut  Street, 
Philadelphia,  Pennsylvania  19102. 


International 

DIVERSIFIED  IN  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Announce  Expansion  of  Only  Bank  Plan  that 
Allows  Checks  and  Top  Interest  at  Same  Time 

New  Block  of  "U.S.A." 

Bank  Accounts 

To  Be  Opened  to  the  Public 


CHICAGO  (SP)  CITIZENS  BANK 
announces  release  to  the  public  of  a  new 
block  of  its  "United  Security  Accounts." 

These  are  the  only  bank  accounts  in 
the  United  States  that  pay  maximum 
savings  interest  on  money  that  would 
ordinarily  be  kept  earning  nothing  in  a 
checking  account  for  immediate  access. 
Accountholders  can  write  free  checks 
on  credit  against  the  entire  account  while 
interest  is  compounded  daily  on  the 
remaining  balance. 

The  bank  is  in  the  $225,000,000  class 
with  exceptional   reserves  and   F.D.I.C. 


insurance.  All  transactions  are  by  post- 
age-free mail. 

Although  "U.S.A."  accounts  are  held 
by  some  70,000  depositors  throughout 
the  U.S.,  new  accounts  have  only  been 
available  to  persons  recommended  by 
current  accountholders.  Now  the  bank 
says  it  will  release  a  block  of  new 
accounts  for  applicants  without  recom- 
mendation. 

During  this  limited  period,  anyone 
interested  is  invited  without  obligation 
to  send  for  a  free  booklet  describing  the 
advantages  of  these  accounts.  The  cou- 
pon below  should  be  sent- without  delay. 


—  ■■  —  —  —  —  -  -  -  -    FREE  BOOKLET  COUPON 
Howard  S.  Hadley,  U.S.A.  Director  /Zwim\ 

Citizens  Bank  &  Trust  Co.  Dept.  F-22      (f  d I c ) 
(Park  Ridge)  Chicago,  III.  60666  v — — ■* 

Please  mail  my  Free  Booklet  with  full  information  on 
how  I  can  earn  interest  and  write  checks  at  the  same 
time  with  your  exclusive  United  Security  Account  plan. 

Name 


I  MlUt  MllftllV   All  HIM 


Address. 
City 


.State. 


-Zip. 


CITIZENS  BANK 
&  TRUST  CO. 


READERS  SAY 


Rich  Numbers 

Sir:  As  a  physical  scientist  and  also  a 
serious  student  of  investment  finance,  I 
find  your  Jan.  1  use  of  statistics  to  be 
rich  enough  to  tell  the  story  from  several 
angles,  yet  sparse  enough  to  avoid  bore- 
dom. You  have  succeeded  in  measuring 
the  management  of  American  industry. 

— Dr.  Michael  J.  Monsler 

Everett  Research  Laboratory 

Everett,  Mass. 

Con';  Buy  Loyalty 

Sir:  Your  periodic  critical  comments  of 
A&P's  WEO  pricing  campaign  (Nov.  1, 
Nov.  15)  struck  a  responsive  chord  with 
me  due  to  research  I  conducted  with  a 
former  student.  Earlier  research  had  in- 
dicated that  Weis  Market  was  among  the 
highest  priced  grocery  chains  in  the 
Reading  ( Pa. )  area,  a  fact  which  was 
not  necessarily  widely  known.  We  ran- 
domly sampled  100  regular  customers  of 
Weis  Market.  Astonishingly,  43  felt 
prices  were  higher  at  Weis,  and  yet  they 
remained  regular  customers.  This  incred- 
ible result  casts  great  doubt  on  the  A&P 
premise  that  low  prices  produce  volume 
or  consumer  loyalty. 

—Alan  F.  Hughes 

Instructor  in  Marketing, 

Penn  State 

Reading,  Pa. 

No  Horsing  Around 

Sir:  At  last,  the  sweet  breath  of  sanity 
from  Arjay  Miller  against  this  pollution 
and  environmental  hysteria  (Dec.  15). 
Have  you  noticed  that  bumper  stickers 
reading  "Fight  Pollution,  Get  a  Horse," 
are  always  on  the  rear  end  of  a  car, 
never  a  horse? 

—Douglas  F.  Patterson 
Elizabeth,  N.J. 

Slop,  Thief.' 

Sir:  Kennecott  Copper  should  be  both 
admired  and  respected  for  its  position 
against  the  Chilean  Communists  (Dec. 
J).  It  is  a  demonstration  of  the  way  to 
deal  with  a  theft  by  a  government 

—Craig  Paul 
Birmingham,  Mich, 

Kennedy  Plan  No  Rx 

Sir:  In  "Health  Care  Crisis"  (Oilier 
Comments,  Jan.  1 ),  we  think  the  facts 
cited  overstate  the  magnitude  and  gravity 
of  the  health  care  crisis,  critical  as  it  is. 
You  refer,  lor  example,  to  a  shortage  <>! 
50,000  physicians,  a  figure  used  "official- 
ly" since  at  least   the   mid-1960s.  This 

problem  has  been  substantially  eased  be- 
cause the  supply  ol  physicians  has  grown 
by  at  least  50,000  since  1065,  and  there 
has  been  only  a  modest  growth  In  popula 
tion.  The  real  problem,  maldistribution 
of  physicians  as  regards  both  type  dI 
practice  and  location,  m.i\  not  be  billy 
(Continued  on  page  69 ) 
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Should  you  invest  in  your 
own  business  telephone  system  ? 


Today  there  is  an  alternative  to  renting  your 
telephone  system.  It's  called  "interconnect." 

In  plain  language,  "interconnect"  means  your 
company  can  (1)  buy  or  lease  its  own  telephone 
system,  (2)  have  it  custom-designed  to  fit 
your  specific  needs  and  (3)  plug-it-in  to  the 
nationwide  telephone  transmission  network. 

More  importantly,  it  lets  you  plug  the  cost  of 
your  telephone  system  into  your  profit  plan. 

Hundreds  of  companies  have  already  invested  in 
their  own  telephone  systems . . .  custom-designed 
and  installed  by  United  Business  Communications. 
Why?  Because,  with  UBC  they've  realized  greater 
value  from  their  communications  costs. 

Learn  more  about  "interconnect"  benefits  for 
your  company.  Send  for  our  booklet,  today! 


■■■  Communications 

6405  Metcalf  Ave.  ■  Shawnee  Mission,  Kansas  66202  ■  Telephone  (91 3)  362-5300 

Please  tell  me  more  about  the  benefits  of  investing  in 
our  own  business  telephone  system. 


Name_ 


Title. 


Company. 
Address— 


City/State/Zip. 


A  United  Telecom  Company/offices  in  principal  cities. 


Why  is  Dallas  the  place? 

Dallas  is  deep  in  the  heart  of  everything.  Right  in  the 
middle  of  the  Southwest,  equidistant  from  the  four 
major  population  centers  of  North  America. 

All  roads  lead  to  Dallas.  And  next  year  when  the 
world's  largest  airport  opens,  all  air  lanes  will.  too.  As 
a  sales,  distribution  and  transportation  center,  it's  a 
natural.  So  it's  naturally  the  financial  center  of  the 
Southwest. 

Why  the  $2.6  Billion  First  in  Dallas? 

Regional  banking  services  are  the  First's  specialty.  And 
we're  currently  providing  them  for  over  70  of  Fortune 
Magazine's  100  largest  corporations.  Satisfying  their 
regional  needs  by  doing  what  we  do  best— cash 
management. 

With  seven-day-a-week  postal  courier  collections 
and  processing,  and  over  700  regional  correspondent 
banks,  we  can  provide  receivable  collection  systems, 
data  transmission,  disbursements  and  payroll  semccs 
along  with  complete  credit  facilities,  including 
international. 

Why  not  get  the  story  first-hand? 

Let  us  tell  you  more  about  the  dynamic  Southwest.  We 
think  you'll  agree  Dallas  is  the  place  to  do  your  regional 
banking.  And  First  National  is  the  bank.  Call  Senior 
Vice  President  Bill  Breedlove  at  (214)  749-4487. 
Or  Ed  Townsend.  Senior  Vice  President  for 
National  Accounts  at  749-4670. 


If  you  mean 
business  in  the 

Southwest, 
you  mean  Dallas. 


National  Banking  Center 
for  the  Southwest. 

fiist 

NATIONAL  BANK 

IN  DALLAS 


NOW  Ll  ASING  IN  DALI  AS   the  56-story  First  lnicrn.UHm.il  Bldg.  |bi  occupancj  lust  quartci  1^74  l>()  U«>s  6031.  Dallas,  Icxas 

Mcmbci  l  D1C 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


SHOULD  CEOs  FORECAST  EARNINGS? 


No. 

Why  not? 

Because  the  results  will  be  mostly  exactly  the  opposite 
of  what  the  SEC  has  in  mind  when  it  proposes  requiring 
corporations  to  forecast  earnings.  Instead  of  informing, 
enlightening,  helping  investors,  the  heat  will  be  on  the 
CEOs  to  produce  the  predictions. 

Net  result?  More  flexible  bookkeeping  than  ever  so 
that  Heads  will  look  good  by  hitting  earnings  right 
on  the  nose. 

Of  course,  management  must  project  getting  and  spend- 
ing for  the  year  ahead,  and  most  times  for  several  years 
ahead.  But  a  chief  executive  is  no  more  omniscient  than 


you  in  foreseeing  the  multiple  events  which  affect  business 
as  each  month  unfolds.  Profit  projections  and  anticipations 
in  the  best  run  businesses  are  guidelines  and  should  not 
be  encouraged  to  become  shackles.  Taking  advantage  of 
unforeseen  opportunities  and  handling  unforeseeable  ob- 
stacles are  the  things  top  men  are  paid  so  well  to  do  well. 

We've  had  prominent  phonies  aplenty  who  for  a  year  or 
two  and  sometimes  three  have  shined  up  punk  earnings  by 
deferring  costs,  souping  up  inventories,  changing  depre- 
ciation—and vice  versa  when  that  seemed  advantageous. 

No,  I'm  afraid  that  a  well-intentioned  SEC  requirement 
that  CEO's  forecast  profits  would  hurt,  not  help  the  "qual- 
ity"  of  earnings.   (For  another  Forbes'  view,  see  p.  17.) 


THE  PIPERS  JUST  WON'T  BE  PAID 


A  number  of  city  governments,  following  New  York  May- 
or Lindsay's  lead  in  capitulating  to  completely  excessive  re- 
tirement demands  for  assorted  municipal  employee  unions, 
have  taken  on  obligations  that  simply  cannot  be  met  when 
they  come  due  in  future  years.  There  is  a  growing  tendency, 
too,  by  assorted  unions  to  insist  in  settling  with  private 
businesses  on  ever  earlier  retirement  at  an  ever  higher 
payments-scale. 

If  those  working  for  the  government  at  every  level  and 
more  and  more  of  those  working  in  private  enterprise  suc- 
ceed in  securing  retirement  after  20  years  (give  or  take  a 
couple)  and  at  two-thirds  of  the  highest  pay  (give  or  take 


10%  or  15%),  the  burden  on  those  left  to  work  and  starting 
to  work  will  become  too  heavy  to  carry. 

When  one  remembers  that  there  is  eventually  going  to 
be  corporate  pension  portability  and  quite  likely  federal 
insurance  (with  its  concomitant  of  federal  supervision)  of 
private  plans;  plus  substantial  increased  social  security; 
plus  ever  greater  numbers  retiring;  plus  the  instituting  of 
shorter  work  spans  and  increased  retirement  rates  by  in- 
dustry—the combination  obviously  can  collapse  with  little 
or  nothing  for  nobody. 

Pie-in-the-sky  demands  beget  pie-in-the-sky  settlements, 
and  the  "winners"  may  well  end  up  with  no  pie  on  the  plate. 


WHY  RAILROAD  STRIKERS   DON'T  GIVE  A  DAMN 
IF  THEY  BANKRUPT  THE   RAILROADS 


In  fact,  it's  not  just  cynics  who  suspect  that  the  unions 
involved  not  only  wouldn't  mind  if  the  railroads  go  broke, 
but  would  likely  be  pleased  at  that  result. 

Why? 

On  the  premise  that  the  bankrupt  railroads  would  then 


have  to  be  nationalized.   With   the  Government   owning 
both  the  railroads  and  the  Treasury,  and  with  the  unions' 
political  clout,  labor  figures  the  pickings  should  be  easier, 
and  ever  bigger,  ever  better. 
Nice  prospect,  eh? 
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THE  STOCK   MARKET  TO  END  UP 


In  17  out  of  the  last  20  years,  the  performance  of  the 
stock  market  in  the  first  five  trading  days  of  January 
quite  accurately  predicted  how  the  market  ended  the  year. 
At  the  end  of  those  fateful  first  five  days  this  year,  the 
Standard  &  Poor's  composite  index  ended  up. 

So  points  out  a   fascinating  study  most  carefully  re- 


searched and  clearly  presented  by  Victor  Niederhoffer  and 
Frank  Cross  of  Niederhoffer,  Cross  and  Zeckhauser,  Inc. 
The  study  further  notes  the  predictive  quality  of  January 
markets:  In  16  of  the  past  20  years,  how  the  S&P  index 
ended  the  month  of  January  forecast  the  year-end  mar- 
ket performance. 


ELDER   BROTHER'S  PROPHESY  FULFILLED 


In  the  last  issue  some  of  you  may  recall  that  Readers 
Say  contained  a  letter  from  a  Forbes'  subscriber  express- 
ing more  succinctly  and  humorously  the  feelings  (I  fear) 
of  more  than  one: 

"For  years  I've  read  those  pronouncements  of 
yours,  critical,  dictatorial,  supercilious,  didactical, 
upgrading,  downgrading,  and  all  the  other  adjec- 
tives good  or  bad  you  wish,  until  I've  had  to  con- 
clude that  God's  elder  brother,  carrying  the  initials 
MSF,  is  alive  and  well." 


You  know,  he  may  not  be  that  wide  of  the  mark.  Be- 
tween floating  through  the  air  (see  Side  Lines,  p.  7)  and 
Fact  &  Comment's  Dec.  15  forecast  about  what  would 
happen  to  price  controls,  I'm  apt  to  get  an  inflated  opin- 
ion of  myself.  Most  expressed  considerable  surprise  at  the 
President's  sweeping  action,  but  it  should  have  come  as  no 
surprise  to  Forbes  readers:  Wrote  we  here  weeks  be- 
fore it  happened— "I  think  controls  for  all  will  be  ended  by 
the  time  the  new  year  is  ended;  for  many,  if  not  most,  be- 
fore the  year  is  very  long  along." 


HOW  ABOUT  THAT? 


One  group  of  banks  that  government  printing  presses, 
guarantees  and  regulations  can  little  help  with  their 
problems  is  blood  banks.  Their  deposits  too  often  in 
short  supply,  they  have  an  ever-growing  problem  in  the 
blood  they  do  have— a  high  incidence  of  hepatitis.  Be- 
cause it  is  a  sure  way  to  get  some  quick  bucks  needed 
for  a  shot,  drug  addicts  often  supply  their  blood,  and 
frequently  they  have  hepatitis. 

While  those  of  us  who  know  nothing  of  medicine 
might  find  it  difficult  to  understand,  as  yet  medical  sci- 
ence seems  to  have  come  up  with  no  means  of  detecting 


whether  a  blood  bank's  blood  carries  transfusion-com- 
municable diseases. 

Now  a  medical  team  at  Denver  after  careful  study 
in  178  cases  over  a  10-year  period  has  determined  that 
the  best  blood  donor  in  most  cases  of  anticipated  need 
is  the  recipient  himself. 

This  self-donation  is  called  "autologous"  blood  trans- 
fusion. Said  the  Denver  doctors,  "We  estimate  that  autol- 
ogous blood  transfusion  should  be  feasible  in  at  least 
half  of  the  patients  scheduled  for  elected  surgery." 

It's  a  thought  to  keep  in  mind. 


EVERYBODY  KNOWS  WHAT  A  CLIMAX  IS 

General  Thieu  is  checking  into  the  possi- 
bility of  taking  over  Peron's  former  Span- 
ish villa  on  the  assumption  that  Thieu 
can  live  as  cheaply  as  Juan. 


Now  Argentines  know  what  an  anticlimax  is 
Peron— dud,  dead  stud. 


#  *  #  # 


There's  a  story  currently  going  the  rounds  that 


As  one  who  must  make  frequent  brief  trips  to  other 
countries,  I  am  continually  astonished  to  note  the  lengths 
to  which  returning  Americans  will  often  go  in  order  to 
avoid  paying  duty  on  their  goodies  bought  abroad. 

They  will  "gloss  over,"  evade,  "forget,"  produce  patently 
phony  receipts,  claim  the  new  as  worn,  and  resort  to  every 
conceivable  strategem  to  keep  under  the  $100  duty-free 
limit. 

Why,  do  you  suppose? 

It  must  be  some  psychological  sort  of  thing,   because 


WHY  DO  PEOPLE  DO   IT? 

actually  the  duty  on  almost  anything  and  everything  that 
the  traveler  abroad  is  apt  to  bring  home  varies  from 
nominal  to  negligible.  And  the  U.S.  Customs  men  (with 
rare  exception)  are  genuinely  helpful  in  determining  what's 
dutiable  in  its  lowest  possible  category. 

Maybe  more  and  more  traveling  Americans  will  come 
to  realize  this  Game  is  not  remotely  worth  the  gamble. 

Then,  too,  there  are  those  wee  elements  <>l  honest]  and 
dishonesty,   grace  and   disgrace,   which   some   people   0( 
casionally  seem  to  think  are  options  rather  than  obligations. 


IF  YOU   SAY  WHAT  YOU  THINK 

Don't  expect  to  hear  only  what  you  like 
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PERPETUAL  SIN 

Attributing  one's  own  to  Others. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments. 


Overfunding  Danger 

...  If  Congress  does  act— as  it 
should— to  mandate  requirements  for 
the  vesting  of  pension  rights  after  five 
or  ten  years  of  employment  and  for  a 
central  clearinghouse  to  enable  work- 
ers to  carry  their  protection  from  job 
to  job,  and  even  from  industry  to  in- 
dustry, there  will  be  need  for  a  fed- 
eral insurance  program  akiri  to  that 
protecting  bank  deposits. 

There  will  be  need,  too,  for  some 
overall  integration  of  governmental 
and  private  systems  to  guard  against 
squirreling  away  so  much  of  the  na- 
tion's assets  in  old-age  reserves  that 
the  productive  economy  cracks  under 
the  burden.  A  parallel  concern,  already 
troublesome  in  New  York's  civil  service 
pension  plans,  is  that  the  pyramiding 
of  individual  benefits  can  bring  real 
income  after  retirement  well  above 
the  level  of  take-home  pay  before 
retirement. . .  . 

—New  York  Times  editorial. 

Age  on  TV 

Watch  the  people  in  the  TV  ads 
for  a  while.  Teen-agers  invariably 
have  great,  glistening  teeth.  Adults 
have  dentures,  denture  breath  and 
need  to  take  Alka  Seltzer. 

Boys  switch  hair  grease  and  girls 
are  glad.  Men  don't  have  hair.  If  they 
do,  it  is  full  of  dandruff.  Boys  douse 
themselves  with  shaving  lotion  and 
wait  to  beat  off  the  women.  Older 
men  are  happy  to  find  something 
that  drains  all  eight  sinuses. 

Young  people  have  fun.  Older  peo- 


Should  corporate  managements  be 
required  to  make  public  their  earnings 
estimates  for  the  upcoming  fiscal  year? 

Yes;  in  most  cases  they  should. 

Why? 

Because  in  one  manner  or  another 
most  of  them  do  it  anyway.  Only,  the 
audience  fs  more  limited  than  the  gen- 
eral public:  the  important  brokerage 
houses,  the  banks,  the  insurance  com- 
panies, the  pension  funds,  the  mutual 
funds,  all  the  institutional  investors 
and  advisers. 

Some  managements  will  give  actual 
estimates  to  these  people,  such  as 
"$1.75-1.85- a  share."  Others  will  be 
coy,  responding  to  outside  estimates 
with,  "Gee,  that's  certainly  in  the  ball 
park,"  or,  "That  may  be  a  bit  over- 
optimistic."  A  few  will  try  to  avoid 
estimating  altogether,  in  which  case 
security  analysts  do  it  for  them,  and 
all  too  often  those  Wall  Street  esti- 


ple  have  nagging  headaches.  Young 
people  spend  all  night  wolfing  ham- 
burgers at  amusement  parks  or  beach 
parties.  Older  people  go  to  a  nearby 
movie  and  have  to  leave  because  their 
stomach  is  killing  them. 

Girls  have  yards  of  blond  hair  full 
of  body  and  boys  nuzzle  it.  Wives 
have  gray  hair  and  their  husbands 
won't  take  them  dancing.  Men  work 
hard  and  get  ahead,  only  to  have 
some  pimply  assistant  tell  them  they 
have  bad  breath. 

The  teen-age  wife  makes  a  cup  of 
coffee  and  turns  her  husband  into  a 
sex  maniac.  The  older  wife  washes, 
irons,  mops  floors  and  puts  up  with 
birds  on  the  sink,  and  her  husband 
comes  home  with  a  miserable  head- 
ache and  takes  it  out  on  her. 

Teen-agers  wear  sneakers  and  san- 
dals. Adults  wear  support  hose.  Teen- 
agers rub  each  other  with  suntan  oil. 
Adults  rub  each  other  with  liniment. 
Teen-agers  spend  a  lot  of  time  in 
boats  and  sports  cars.  Adults  spend 
their  time  in  doctors'  offices  and  listen- 
ing to  tedious  insurance  peddlers. 

Young  people  romp  through  fields 
and  sniff  flowers.  Adults  get  hay  fever 
and  sneeze.  Young  people  are  always 
at  the  end  of  a  glorious  evening.  Life 
is  fun,  fun,  fun.  They  can  laugh  even 
with  their  mouths  full  of  hair.  About 
the  only  happy  time  for  an  adult  is 
when  he  has  an  accident  and  the  in- 
surance company  pays  off. 

It  isn't  fair.  Worse,  we  have  a  feel- 
ing that  it's  all  too  true. 

—Louisville  Courier-Journal. 


A  Natural  Injustice 

Old  age  is  different  from  the  other 
woes  of  the  world.  Its  existence  is  un- 
deniable and  its  course  irrevocable. 
Racism,  poverty  and  war  might  lend 
themselves  to  a  glorious  extinction 
were  it  the  will  of  society  to  turn  its 
energy  and  thought  in  that  direction. 
But  old  age  is  a  sort  of  natural  in- 
justice. . . .  Good  luck,  good  health, 
certain  prosperities  of  temperament 
and  situation  play  a  part— with  the 
need  for  money  looming  over  them  all. 
The  presence  of  money  cannot  always 
alleviate;  its  absence  is  a  certain  ca- 
tastrophe. .  .  .  —Elizabeth  Hardwick, 
New  York  Times  Book  Review. 

Coming  Up  Roses 

"High  water  or  low,  I  like  to  work," 
Cipriani  [proprietor  of  Harry's  Bar  in 
Venice]  remarked  the  other  day.  "I  am 
an  optimist.  When  everybody  else  sees 
black,  I  see  roses.  If  you  ask  me 
about  life,  I  will  tell  you  that  life  is 
not  a  serious  thing.  Life  is  a  joke,  and 
the  older  I  get  the  more  I  feel  that 
way."  — Winthrop  Sargeant, 

New  Yorker  magazine. 

Young  in  Spirit 

Never  slow  down  the  spiritual  heart, 
then  age  is  not  going  to  pull  you 
down.  Boredom  rather  than  the  bur- 
dens of  office  is  a  more  likely  cause  of 
a  breakdown  in  health.  .  . .  The  most 
important  thing  for  keeping  young  in 
spirit  is  to  have  young  people  around. 
—President  Richard  Nixon 
on  his  60th  birthday. 


A  SENSIBLE  IDEA 

mates  are  treated  as  if  they  came  from 
management's  mouth. 

Since  it  is  generally  the  institutions 
that  make  or  break  a  stock  these  days, 
all  the  alleged  shortcomings  of  re- 
quired earnings  forecasts  exist  now. 

Will  the  quality  of  reported  earn- 
ings deteriorate?  It  has  happened  al- 
ready. Numerous  companies,  especial- 
ly those  tagged  as  "hot"  or  "glamor- 
ous," have  made,  are  making  the  most 
of  flexible  accounting  to  keep  their 
high-flying  stocks  from  being  ground- 
ed. In  fact,  mandatory  earnings  fore- 
casts could  be  a  spur  to  the  account- 
ing profession  to  genuinely  reform, 
quickly  resolve  controversies  over 
many  flexible  accounting  principles. 
If  the  accountants  don't  do  it  them- 
selves, then  the  SEC  or  Congress  will 
likely  do  it  for  them. 

Would  small  investors  treat  fore- 
casts   as   ironclad   guarantees?   Many 


will,  but  their  numbers  proportionate- 
ly will  be  no  greater  than  the  number 
of  portfolio  managers  and  security 
analysts  who  are  sometimes  incredibly 
naive,  gullible  when  it  comes  to  pric- 
ing stocks  on  the  basis  of  earnings 
estimates.  In  fact,  the  small  investor 
would  probably  learn  quickly  that 
estimates  are  just  that— numbers  that 
can  be  undone  by  any  variety  of  fac- 
tors any  time.  Which  is  a  lesson,  con- 
sidering the  never-ending  stream  of 
Levitz  Furnitures,  Four  Seasons,  etc., 
that  many  Wall  Street  "professionals" 
never  seem  to  learn. 

The  fact  remains  that  forecasting 
is  a  widespread  practice  that  has 
enormous  consequences  in  the  secu- 
rities markets.  Required  corporate 
forecasting  merely  enlarges  the  audi- 
ence to  include  the  investing  public 
as  well  as  the  investing  institutions. 
— M  S.  Forbes  Jr. 
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Try  the  new  3M  "VQC"  Copier. 

It's  a  whole  new  copying  technology.  We  call  It 
Magne-dry.  And  it  means  you  enjoy  a  whole 
new  kind  of  copier  efficiency.  Reliable.  Versatile. 
Convenient.  It's  roll  fed  for  economy.  Copies 
can  be  cut  to  the  size  of  the  original.  The 
3M  Brand  "VQC"  copies  almost  anything. 
Makes  offset  masters  for  low  cost  long  runs. 
Makes  2-sided  copies  to  save  on  file  space. 
And  the  new  "VQC"  makes  super-sharp 
copies  of  halftones,  line  or  solids. 

Try  it.  The  new  "VQC"  is  just  one  of 
the  new  generation  of  copiers  from  3M. 
All  made  so  you're  sure  your  copier  is  the 
right  copier  working  in  the  right  place  at 
the  right  job.  Interested?  It's  time  to  call  us. 
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Paragon— of  What? 

Certainly  not  of  virtue,  competitors  say  about  New  Jersey's  Paragon 
Securities.  Are  they  merely  jealous?  Or  are  the  abuses  real? 


Leave  a  loophole  for  making  money 
by  sharp  methods,  and  sooner  or  later 
someone's  going  to  find  a  way  to  go 
through  it.  But  who  would  ever  have 
thought  of  finding  one  in  municipal 
bonds?  Then  along  came  Paragon 
Securities  Co.  of  West  Orange,  N.J. 

It  was  both  accidental  and  inevit- 
able that  an  outfit  like  Paragon  Se- 
curities should  surface  one  day.  It 
was  accidental  that  it  surfaced  in 
suburban  West  Orange  in  northern 
New  Jersey:  It  could  as  likely  have 
been  in  Key  Biscayne,  or  Beverly  Hills, 
or  any  area  marked  by  a  concentra- 
tion of  cash-heavy  investors.  Indeed, 
for  probably  fortuitous  reasons,  the 
area  around  Memphis,  Tenn.  was  for 
a  time  the  acknowledged  center  of 
hijinks  in  the  municipal  bond  field. 

But  it  was  inevitable  that  it  should 
surface  somewhere,  given  the  three 
preconditions  that  most  certainly  exist 
today:  1)  an  enormous  amount  of 
discretionary  investment  money,  swol- 
len still  further  by  the  Nixon  boom, 
in  the  hands  of  individual  investors; 

2)  a  continuing  investor  disillusion- 
ment, *ever  since  the  painful  days  of 
1969  and  1970,  with  both  the  stock 
market  and  mutual  funds  (the  latter 
are  still  suffering  a  net  outflow);  and 

3)  a  growing  reluctance  to  pay  taxes 
that  makes  the  tax-exempt  feature  of 
municipal  bonds  the  come-on  of  all 
come-ons.  Why  else  should  individual 


investors  last  year  have  added  over 
$7  billion  worth  of  municipals  to 
their  portfolios? 

Paragon's  founder  and  president, 
33-year-old  Michael  Weissman,  has 
taken  the  firm  a  long  way  in  only  22 
months.  Starting  with  just  five  mu- 
nicipal bond  salesmen  in  small  space 
in  West  Orange,  N.J.,  he  now  has 
110  bond  hawkers  also  working  out 
of  offices  in  Wall  Street,  Fort  Lauder- 


"By  the  time  I'm  40 

I  want  to  be  worth 
$50  million  personally." 
—Paragon  Securities 
President  Michael  Weissman. 


dale  and  (beginning  this  month)  Los 
Angeles.  Using  a  slogan  {"The  Mu- 
nicipal Bond  House")  that  he  bor- 
rowed from  a  competitor,  Weissman 
last  year  laid  out  over  $600,000  ad- 
vertising municipals  on  television.  The 
leads  thus  generated,  supplemented 
by  high-pressure  telephone  selling,  en- 
abled Paragon  to  push  out  over  $750 
million  worth  of  municipals  last  year. 
Weissman's  1973  goal:  $900,000  in 
TV  advertising,  sales  of  $1.4  billion. 
"I  want  to  build  an  empire,"   he 


says.  "I  really  don't  know  why,  but 
I  must  build  the  biggest  financial  su- 
permarket—excluding equities— in  the 
country.  Merrill  Lynch  ain't  seen 
nothing  yet." 

Paragon's  history  is  short  but  not 
sweet.  Weissman's  own  history  is  some- 
what more  circuitous.  From  age  8  he 
commuted  from  Newark  to  Manhat- 
tan to  take  acting  lessons,  eventually 
landing  a  juvenile  part  in  The  King 
and  I.  He  was  considered  for  a  role 
in  the  movie  Rebel  Without  a  Cause, 
but  lost  out  to  Sal  Mineo. 

In  college,  Weissman  started  in 
prelaw  at  Fairleigh  Dickinson  "be- 
cause I  was  a  good  talker,"  then 
shifted  to  predentistry  "because  it 
looked  like  an  easy  way  to  make  a 
lot  of  money."  But  he  dropped  out  of 
college  altogether  when  he  flunked 
an  elementary  dental  dexterity  test. 

Weissman's  introduction  to  bonds 
came  at  J.B.  Hanauer  &  Co.,  where 
he  started  in  1963  at  $45  a  week.  But 
when  it  looked  as  though  the  firm 
was  going  to  be  sold,  he  and  four 
other  salesmen  quit  and  formed  Gi- 
braltar Securities.  Within  three  years 
Gibraltar  was  doing  over  $100  million 
a  year  in  municipals.  But  Weissman 
started  setting  up  affiliated  cash-drain- 
ing companies  of  which  his  partners 
disapproved,  and  he  resigned;  he  had 
considerable  difficulty  getting  his  mon- 
ey out  of  the  firm. 
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lliat  was  awkward,  for  he  needed 
the  money  to  set  up  Paragon.  How 
Paragon  was  financed  is  clear  through 
the  records  of  a  New  Jersey  court 
i  asi  Black  vs.  Weissman  and  Para- 
gon Securities.  Weissman's  aunt,  Dor- 
othy Black,  claimed  that  soon  after 
her  widowhood,  nephew  Weissman 
agreed  to  act  as  adviser  for  her 
$125,000  portfolio  and  to  pay  her 
living  expenses  from  the  income.  In- 
stead, she  charged,  he  fraudulently 
diverted  the  money  to  start  Paragon 
Securities,  so  that  she  was  in  dire  fi- 
nancial  straits.  Weissman  admitted  re- 
ceiving  the  money,  much  of  which 
went  into  Paragon  stock,  but 
tamed  it  was  a  loan.  The  suit 
was  settled  out  of  court  with 
the  return  of  the  aunt's  assets. 

But  however  launched, 
there  is  no  doubt  that  Para- 
gon prospered,  probably  in 
large  part  because  of  the  set- 
ting in  which  it  appeared. 
Investors,  still  smarting  from 
the  stock  market  hosing  they 
had  so  recently  taken,  were 
receptive  to  the  pitch  of 
good  tax-free  returns.  Fur- 
thermore, the  municipal 
bond  business  had  long 
been  little  regulated  and 
largely  ignored  by  the  Se- 
curities &  Exchange  Commis- 
sion. That  was  because  of 
the  institutional  orientation 
of  the  field:  Traditionally,  the 
big  underwriters  of  munici- 
pals were  banks,  and  the 
big  buyers  of  municipals  were 
banks  and  fire  &  casualty  companies. 
All  these  were  presumably  able  to  take 
care  of  themselves. 

As  a  result,  municipal  bonds  have 
traditionally  been  a  gentleman's  game, 
with  low  margins  (usually  1%  to  2%), 
a  your-word-is-your-bond  set  of  ethics 
and  a  strong  aversion  to  publicity. 
What  better  setting  for  a  new  kind  of 
bond  house  with  a  rock-'em-sock-'em 
style  of  play,  little  or  no  reluctance  to 
getting  whatever  spreads  the  traffic 
would  bear  and  a  brand-new,  unso- 
phisticated group  of  clients? 

There  is  no  doubt  that  the  new- 
style  bond  houses  have  done  well  for 
themselves,  often  by  methods  that 
give  pause  to  those  with  whom  they 
deal.  In  some  cases  undeclared  income 
was  "laundered"  by  showing  false  cus- 
tomer receipts  and  delivering  bonds 
for  cash.  Other  abuses  aboimdc 
For  example,  when  the  publicity  spot- 
light was  played  on  th(  Memphis  mu- 
nicipal bond  situation,  ome  of  the 
less  reputable  outfits  went  under,  but 
the  shady  salesmen  simply  scattered 
all  around  the  country.  "A  customer 
who  was  a  friend  of  mine,"  recalls  an 
officer  of  an  old  Memphis  investment 


house,  "was  involved  with  one  of  these 
firms  in  what  we  call  a  skinning  game. 
He  had  $10,000  worth  of  bonds  and 
they  reduced  him  to  $5,000.  Our  law- 
yers went  to  the  firm  and,  after  some 
stalling,  forced  it  to  return  the  other 
$5,000."  Later  Weissman  hired  a  key 
man  from  the  same  firm— though  Para- 
gon did  take  an  unusual  ad  last  July 
in  the  Blue  List,  a  trade  listing  of 
bond  offerings,  announcing  that  the 
man  so  hired  "is  no  longer  associat- 
ed with  our  firm." 

Paragon's  advertising  and  promo- 
tion costs  are  enormous,  compared 
with  the  industry  norm.  Its  sales  and 
accounting  costs  are  high,  in  dealing 


Parogon's  main  motive  power  has  been  massive  TV 
advertising  backed  up  by  aggressive  telephone  selling. 


with  many  small  customers.  And  it 
publicly  offers  "the  highest  commis- 
sion scale  in  the  industry." 

These  special  burdens  have  to  be 
offset  somehow— for  example,  by  try- 
ing to  buy  bonds  cheaply.  One  bond 
man  decries  Paragon's  underwriting 
of  a  $6.3-miHion  sewer  issue  for  the 
New  Jersey  township  of  Pemberton 
as  carrying  much  too  high  a  coupon 
and  too  large  a  spread— a  case,  says 
John  J.  Ryan  &  Co.  President  Roy 
Beck,  "of  taking  advantage,  not  of 
investors,  but  of  the  taxpayers. 

Another  way  to  beat  higher  costs 
is  to  get  a  larger  spread  through  high- 
er prices.  Competitors  complain  bit- 
terly that  Paragon  on  occasion  over- 
charges for  bonds,  or  encourages  bond 
swaps  with  customers  (hat  benefit  Par- 
agon and  hurt  the  customer.  Paragon 
has  at  least  on  occasion  blatantly  mis- 
stated the  return  to  investors  and  the 
quality  of  bonds.  Paragon  ads  have 
claimed  for  its  bonds  "guaranteed  cap- 
ital appreciation'  and  greater  safety 
than  a  savings  account— claims  the 
New  Jersey  Bureau  of  Securities  last 
year  labeled  "deceptive  practio 

By  all  usual  bond  standards,  Weiss- 


man has  been  tak  ng  unusual  gambles 
with  Paragon's  capital  base  of  about 
$1.5  million.  But  with  that  small  base, 
it  nonetheless  bought  $32  million 
worth  of  New  York  City  bonds  at  one 
crack,  besides  having  millions  in  oth- 
er bonds  in  inventory.  "I  would  never 
have  bought  $32  million  with  such  a 
low  capital  base,"  says  Gibraltar  Se- 
curities President  Timothy  Sullivan. 
VI f  the  market  had  gone  down  a  few 
points,  I'd  have  been  out  of  business." 
This  thin  backing  makes  many  oth- 
er firms  uncomfortable  about  dealing 
with  Paragon;  indeed,  a  number  of 
firms  will  not  deal  with  it  at  all.  Most 
of  these  will  not  say  so  for  the  rec- 
ord, with  one  notable  ex- 
ception: President  Richard  L. 
Tecott  of  Newark's  R.L.  Te- 
cott  &  Co.,  who  was  Weiss- 
man's  immediate  supervisor 
back  in  the  old  J.B.  Hanauer 
days.  "I  don't  do  business 
with  Paragon,"  he  says  flatly. 
So  far  as  can  be  seen, 
this  criticism  has  had  exact- 
ly no  effect  on  Weissman, 
busy  with  his  own  schemes 
for  setting  up  his  "financial 
supermarket."  A  major  step 
in  that  direction  was  Para- 
gon's acquisition  of  a  small 
publicly  owned  bond  firm 
named  Municiplex.  Weissman 
has  already  agreed  to  acquire 
a  life  insurance  agency;  he 
plans  next  to  move  into  fire  & 
casualty  insurance,  tax  shel- 
ters and  mortgages. 

Beyond  that  are  some  very 
high-sounding  personal  goals.  The 
Good  Lord  has  been  kind  to  him,  he 
says— the  words  flow  out  softly— and 
he'd  like  to  give  some  of  it  back  in  the 
form  of  good  works.  Too  few  success- 
ful Americans,  he  argues,  give  back 
enough  of  what  they  have  made  to 
the  less  fortunate  or  the-  less  motivated 
who  won't  work  15  hours  a  day  seven 
days  a  week.  "I'm  not  like  that,'  he 
says.  "I'm  very  philanthropic." 

lie  is  indeed,  at  least  to  the  extent 
of  following  the  old  adage  about 
charity  beginning  at  home.  His  Rus- 
sian-born father,  a  food  wholesaler 
by  trade,  is  joining  Paragons  staff 
soon,  and  Weissman's  brother-in-law 
places  the  company's  advertising. 

Weissman  may  well  end  up  with 
another  claim  to  fame.  To  the  extent 
the  public  stays  in  municipal  bonds. 
and  to  the  extent  that  other  people 
follow  Weissman's  lead  in  turning 
the  business  into  a  high-pressuie 
game,  to  that  same1  extent  is  the  busi- 
ness sure  to  fall  under  still  regulation. 
II  that  results  in  a  new  regulator)  act, 
who  its  authors  will  be  no  man  can 
say.  But  in  a  \ei\  real  sense,  it  will 
be  the  Weissman  Act.   ■ 
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The  Bargain  Basement? 


Seldom  have  closed-end  funds 
looked  more  like  a  bargain  than 
recently.  Unlike  open-end  mutual 
funds,  which  redeem  shares  for  net 
asset  value  on  demand,  closed- 
ends  have  a  fixed  number  of  shares 
that  trade  at  prices  not  directly  re- 
lated to  asset  value. 

It  would  seem  reasonable  that 
their  share  prices  should  rise  along 
with  assets;  and  there  may  indeed 
be  some  such  tendency  in  the  long 
run.  The  trouble  is  that  most  closed 
ends— 27  of  the  36  listed  below,  for 
instance— sell  at  discounts  from  as- 
set value,  like  46.4%  for  Value  Line 
Development  Capital  Fund,  which 
is  chock-a-block  with  highly  specu- 
lative holdings,  or  17.5%  and  13.3%, 
respectively,  for  giants  Tri-Conti- 
nental  and  Lehman  funds,  which 
hold  conservative  blue  chips. 


Last  year  the  closed-end  funds 
managed  their  investments  well: 
Their  gain  in  asset  value  (includ- 
ing dividends)  almost  equaled  that 
of  the  Standard  &  Poor's  500 
(16.9%).  But  the  closed-ends  be- 
low saw  their  share  prices  rise  by 
less  than  10%.  This  looks  like  a 
chance  for  a  double  profit,  first 
from  asset  management,  and  then 
from  a  possible  narrowing  of  the 
discount.  But  as  last  year  showed, 
the  discount  may  rise  unpredict- 
ably. Sometimes  it  seems  a  matter 
of  fashion.  For  example,  all  the  talk 
of  the  energy  crisis  has  suddenly 
made  Petroleum  Corp.  of  America 
one  of  the  few  closed-ends  selling 
at  a  premium. 

There's  no  great  mystery  why 
27  of  the  36  funds  listed  below 
sell  at  a  discount.  An  investor  in 


them  can't  redeem  his  shares:  He 
must  sell  them  to  someone  else. 
So  a  closed-end  management  not 
only  has  to  perform;  its  perfor- 
mance has  to  be  recognized. 

Fund  managers  like  closed-ends 
for  the  same  reason  investors  are 
wary  of  them:  A  management  can- 
not get  hit  by  a  rush  of  redemp- 
tions, as  has  happened  to  open- 
ends  recently.  But  investors  who 
bought  the  recently  launched 
closed-ends— nine  are  listed  below 
—only  to  see  many  of  them  prompt- 
ly sink  to  discounts,  are  angry  at 
the  firms  that  floated  the  funds. 

Are  there  bargains  in  the  list  be- 
low? Almost  certainly  there  are, 
and  in  greater  numbers  than  at  the 
beginning  of  1972.  The  trick  is 
picking  them  right— and  at  the 
right  time.   ■ 


Closed-End  Funds:  Statistical  Profile 


Distributions 
Total  1972-73  Latest  12  months 

Net  Price  Capital  Investment 

Assets  Range  Gains       Income 


Company 


Recent 

Discount  (—)                     Change  Recent  Change 

or  Recent         Over  Net  Asset  Over 

Premium  (+)  Price      12/31/71               Value  12/31/71 


$132 

16 

26 

190 

65 


11%-  6% 
8%-  4% 
8    -  4% 

53  -36% 
9%-  8 


0  $0.65  Source  Capital  —51.6 

0  0  Diebold  Venture  Capital  —49.5 

0  0  Value  Line  Development  Capital  — 46.4 

0  0.87  Baker  Fentress  —37.8 

$0.43  0.20  Dominick  Fund  —28.3 


10% 
5% 
5 

41% 
8% 


+30.8% 

—  6.4 
—13.0 

—  8.6 
+  0.6 


$21.93 

10.90 

9.32 

66.15 

11.86 


+  62.4% 
+  9.9 
—14.8 
+28.9 
+  4.4 


163 

47 

111 

105 

46 


10%-  8% 
12%-  7% 
16    -133/4 
30    -25 
21%-15% 


0.16  0.54  United  Corp. 

0  0.11  Central  Securities 

0.22  0.44  International  Holdings 

0  stock  Standard  Shares 

0.10  1.05  Bancroft  Convertible  Fund 


-28.3 
-26.3 
-25.3 
-23.8 
-20.4 


9% 
8% 
16 

27% 
18% 


+  13.3 

13.59 

+  16.9 

—30.9 

11.03 

+  6.6 

+  11.9 

21.43 

+  15.0 

+  13.8 

36.59 

+  12.9 

—13.2 

22.77 

—  2.4 

111 

818 
25 

202 
15 


29%-20% 
34%-27% 
18%-15% 
143/4-12% 
25    -20% 


0.52 
1.52 
0.75 
0.74 
0 


0.40 
0.75 
0.47 
0.41 
0.63 


National  Aviation 
Tri-Continental 
Carriers  &  General 
Adams  Express 
Drexel  Utility 


-19.3 
-17.5 
-16.7 
-16.2 
-16.0 


20% 

34 

18% 

13% 

22% 


—12.2 
+  16.5 
+  18.6 
+  12.5 


25.87 
41.23 
22.05 
16.11 
26.34 


—  8.4 
+20.3 
+  13.3 
+  13.0 


322 

23 

152 

625 

21 


173/8-12 

243/4-17% 
26%-17% 
19%- 16% 
15    -10% 


1.01  0.45  Madison  Fund 

0.92  1.35  CI  Convertible  Fund 

2.25  0.50  Surveyor  Fund 

1.27  0.31  Lehman 

0  0  Keystone  OTC  Fund 


-15.9 
-15.5 
-15.5 
-13.3 
-12.5 


13 

19% 

24% 

18 

12% 


—  7.4 

NA 
+24.4 
+  17.7 


15.45 
23.53 
28.99 
20.75 
14.14 


+  5.5 

NA 

+  3.7 

+23.2 


72  15%-10%  0.54  0  Chase  Convertible  Fund  of  Boston  —  9.7 

135  193/4-15  0.82  0.28  Niagara  Share  —  8.8 

141  30%-22%  1.37  0.33  General  American  Investors  —  6.8 

20  I63/4-143/4  0  0.15  Bayrock  Utility  Securities  —5.9 

137  16%-10%  0.50  0.08  Japan  Fund  —  2.7 


11% 
18% 
283/4 
143/4 
153/4 


+33.5 

+  31.0 

* 

+51.2 


13.15 
20.70 
30.84 
15.63 
16.19 


+  26.4 

+22.6 

* 

+65.7 


173 

69 

1 

99 

92 


38%-31% 
25%  -20% 
9%-  6% 
19%-17% 
25%-17% 


2.59  0.60  US  &  Foreign  Securities  —  2.7 

0  0.63  American  General  Convertible  —  1.5 

0  0  Overseas  Securities  +  0.2 

0  1.07  Mutual  of  Omaha  Income  +  0.7 

1.41  0.69  Petroleum  Corp.  of  America  +  1.7 


38% 
22% 
6% 
18% 
243/4 


+  18.0 

* 

—  6.8 

* 

+41.8 


39.30 
22.59 
6.72 
18.49 
24.34 


+  12.3 

* 

+  2.8 

* 

+20.5 


56  25% -21  0.47  1.49  Drexel  Bond  Debenture  Trading  +  1.9 

41  12%-  9%  0.16f  0.23f  REIT  Income  Fund  +  5.5 

40*  24%-21%  0  1.26  Independence  Square  Securities  +  6.0 

142  27%-223/8  0.05  1.86  John  Hancock  Investors  +  7.4 

61  NA  0  0  USLIFE  Income  Fund  +10.0 

175  29    -26  0.12  1.93  American  General  Bond  +13.1 


23% 
11% 
24% 
26% 
15% 
28% 


—  1.6 

* 

* 

+  15.3 

* 

+  4.1 


23.42 
11.25 
23.46 
24.90 
13.86 
25.20 


+  1.0 

* 


+  1.3 

* 

+  0.8 


Average  for  Closed-End  Funds 
Standard  &  Poor's  500 


+  9.8 
+  16.9 


+  14.2 
+  16.9 


NA— Not  available 


•First  offered  in  1972.         tPoid  since  initial  public  offering,  June  8. 
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Neck  and  Neck—and  Breathing  Hard 


In  nuclear  power, 

Westinghouse  has  the  chance 

to  be  No.  One 

for  a  change. 

But  you-know-who 

isn't  sitting  idly  by. 


Westinghouse  Electric  is  a  well- 
run  company,  but  suffers  from  being 
in  the  shadow  of  General  Electric. 
In  their  major  field  of  competition— 
electrical  equipment— GE  is  a  strong 
No.  One,  Westinghouse  No.  Two.  And, 
in  other  fields,  such  as  home  ap- 
pliances, Westinghouse  is  even  fur- 
ther behind.  Which  explains  the  fervor 
with  which  Westinghouse  men  ap- 
proach the  subject  of  atomic  power. 
In  this  huge  and  getting  huger  busi- 
ness, Westinghouse  has  a  fair  shot  at 
being  No.  One. 

At  the  moment,  GE  and  Westing- 
house are  about  neck  and  neck.  At 
the  end  of  1972  Westinghouse  had 
91  nuclear  power  plants  either  built 
or  on  order,  GE  had  82.  The  latest 
major  round  went  to  Westinghouse. 
In  November  it  landed  a  $700-mil- 
lion  contract  to  build  for  the  Atomic 


Energy  Commission  the  first  large- 
scale  breeder  reactor  in  the  U.S.— the 
type  that  most  experts  predict  will 
satisfy  much  of  our  power  needs  in 
the  1990s. 

And  General  Electric  has  taken 
other  lumps.  In  1960  Westinghouse 
came  in  under  budget  and  on  time 
with  the  Yankee  Atomic  Electric 
plant  in  Rowe,  Mass.  GE  was  late 
and  in  the  red  with  Dresden  No.  One 
for  Commonwealth  Edison  in  Chica- 
go.  "GE  has  never  said  how  much 


Dresden  One  cost  them,"  says  John 
Simpson,  president  of  Westinghouse 
Power  Systems,  "but  in  the  industry 
it  was  always  said  to  be  a  hell  of 
a  lot." 

In  1965  GE  began  building  Oyster 
Creek  for  Jersey  Central  Power  & 
Light.  The  plant  was  not  built  on 
time  and  Jersey  Central  is  still  suing 
GE  for  $62.8  million  for  late  delivery. 
Then  there  was  the  turnkey  episode. 

To  counter  the  fact  that  no  nuclear 
plants  were  being  sold,  in  the  late 


With  a  Little  Bit  of  Luck . . . 


For  Hudson  Bay  Mining  & 

Smelting,  prospecting  is  dandy 

but  acquisition  is  quicker. 

"Mining  corporations  don't  grow  in 
the  same  way  a  well-run  manufactur- 
ing business  does,"  says  Gavin  Relly, 
46,  the  South  African-born,  Anglo 
American-trained  chairman  and  chief 
executive  of  Toronto's  Hudson  Bay 
Mining  &  Smelting  Co.  "The  curves 
don't  always  go  up,  and  there  are 
times  when  you've  got  to  keep  your 
courage  and  hold  tight." 

At  Hudson  Bay,  the  curves  haven't 
gone  up  for  three  years  now— quite 
the  contrary— and  courage  has  un- 
questionably come  in  handy.  In  1970 
the  decline  in  copper  and  zinc  prices 
clipped  Hudson  Bay's  earnings  back 
from  $29  million  to  $20  million.  Then, 
in  1971  a  five-month  strike  reduced 
them  to  $3  million.  And  last  year, 
though  they  promised  to  rebound  to 
$11  million  or  so,  a  sizable  write-off 
unexpectedly  wiped  out  all  of  the 
gain.  Hudson  Bay  stayed  in  the  black, 
but  only  modestly. 

Which  may  be  why  last  month  the 
time  for  waiting  was  over,  and  Hud- 


son Bay,  in  partnership  with  its  prin- 
cipal (28%)  stockholder,  Anglo  Ameri- 
can of  Canada,  picked  up  an  option 
to  acquire  Patino  Mining's  controlling 
58%  interest  in  Vancouver's  Lytton 
Minerals,  an  outfit  of  little  interest  in 
itself,  except  that  it  happens  to  hold 
an  option  on  a  massive  copper  ore- 
body,  the  La  Verde  mine,  located  not 
in  Canada,  but  near  the  western  coast 
of  Mexico. 

For  Hudson  Bay,  La  Verde  could 
mark  a  major  step  forward.  For  in 
one  sense,  Hudson  Bay  has  gone 
virtually  nowhere  for  nigh  onto  40 
years.  The  company  went  into  busi- 
ness with  a  copper-zinc  mine  and 
smelting  complex  near  Flin  Flon, 
Manitoba  in  1930,  and  though  it  has 
since  discovered  and.  developed  a 
scries  of  satellite  mines— it  currently 
operates  nine  mines  in  the  Flin  Flon 
orbit— it  has  never  done  much  more 
than  replace  its  production.  Its  ore 
reserves  were  18  million  or  so  tons 
when  it  went  into  production,  and  its 
reserves  are  still  around  18  million  to- 
day. In  the  Sixties,  under  Anglo 
American's  prodding,  it  advanced  into 
oil  exploration  and  zinc  processing, 
acquired  an  interest  in  some  prom- 


ising iron  and  copper  prospects  that 
may  prove  to  be  economic  a  decade 
or  so  hence;  but  by  and  large,  the 
$30  million  it  spent  on  exploration 
over  the  past  ten  years  yielded  dis- 
hearteningly  little. 

"It's  extremely  difficult,"  says  Relly, 
who  took  over  as  chief  executive  three 
years  ago,  "to  just  find  mines  when 
you  want  them.  We've  spent  a  lot  of 
money  on  prospecting,  but  you  need 
not  only  diligence  and  a  good  sound 
technical  program,  you've  also  got  to 
have  a  bit  of  luck,  and  we  just  haven't 
had  that.  We've  not  found  the  ex- 
citing major  prospect  that  makes  all 
the  difference  in  the  mining  business.  ' 

In  fact,  what  luck  Hudson  Bay  did 
have  was  mostly  bad.  In  1968  it  ac- 
quired Sylvite  of  Canada,  and 
launched  a  $66-inillion  potash  proj- 
ect that  came  on  stream  in  1970,  just 
in  time  to  catch  the  worst  of  the  pot- 
ash glut.  The  result:  With  prices  off 
and  production  limited  to  50%  ol  ca- 
pacity by  government  edict,  potash 
yielded  Hudson  I5.iv  not  much  more 
than  $500,000  last  year  (plus  $3.5 
million  in  depreciation),  whereas  in  a 
different  world  it  could  have  been  ex- 
pected to  yield    something   like   $7- 
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Sixties  first  GE  and  then  Westing- 
house  began  selling  complete  power 
stations  to  the  utilities,  making  them- 
selves responsible  for  the  bricks  and 
mortar  as  well  as  the  reactor  vessels 
and  turbines.  In  other  words,  the 
whole  package.  All  the  utilities  had 
to  do  was  pay  a  fixed  price  and  turn 
the  key.  A  shrewd  idea  in  theory, 
only  the  construction  costs  soared. 

"GE  probably  lost  two  to  three 
times  as  much  as  we  did,"  says  Simp- 
son, "and  our  loss  was  well  over  $100 
million."  GE  lost  more  because  it  sold 
more  plants  and  because  its  reactor 
design  used  more  on-site  construction 
and  less  in-plant  assembly. 

Westinghouse's  Simpson  argues  that 
because  of  GE's  management  methods, 
Westinghouse  has  a  major  advantage 
in  this  highly  technical  area.  GE  has 
always  moved  people  around  its  de- 
partments, training  its  executives  to 
be  generalists,  not  specialists.  Fine 
for  selling  appliances  and  light  bulbs. 
"But  nobody  at  GE  headquarters  has 
any  nuclear  experience,"  says  Simp- 
son. "Even  after  the  turnkeys,  GE 
still  had  a  transformer  man  reporting 
to  a  switchgear  expert."  GE  retorts 
that  this  is  an  oversimplification,  but 
doesn't  altogether  deny  it. 

"We  got  on  track  right  at  the  be- 
ginning," says  Simpson,  a  U.S.  Naval 


Academy  graduate  who  began  work- 
ing on  nuclear  projects  in  1946  and 
is  now  one  of  the  seven  top  officers  at 
Westinghouse  and  a  Westinghouse  di- 
rector. Westinghouse  built  the  nuclear 
power  plant  for  the  USS  Nautilus, 
the  world's  first  atomic  submarine,  and 
then  in  1954  got  the  AEC  contract 
for  the  nation's  first  full-scale  nuclear 
power  plant  at  Shippingport,  Pa. 
Westinghouse  has  collected  more  than 
its  usual  share  of  orders  ever  since. 

In  September  Westinghouse  got  a 
$750-million  order  for  the  first  off- 
shore nuclear  plants,  projected  for  a 
site  three  miles  off  the  East  Coast 
near  Atlantic  City.  Then  in  November 
came  the  real  plum— that  contract 
for  the  fast  breeder,  and  a  clear  head 
start  on  learning  the  technology  that 
will  be  needed  to  produce  fast  breed- 
ers commercially  in  the  1990s.  And 
Westinghouse  makes  money. 

Says  Simpson,  "Our  return  on  in- 
vestment in  nuclear  is  well  higher 
than  the  corporate  average.  From  now 
on,  within  my  electrical  power  group, 
nuclear  will  be  the  most  profitable 
section  in  percent  of  sales,  investment 
and  in  actual  dollars." 

And  GE?  Says  Robert  Cornell,  in- 
vestment analyst  at  Wall  Street's  Cole- 
man &  Co.,  "We  reckon  GE  is  about 
breaking   even    on    its    nuclear   busi- 


ness." Thomas  Paine,  vice  president 
and  executive  of  GE's  Power  Genera- 
tion Group,  says,  "We've  been  mak- 
ing money  for  the  last  two  years." 
Although  not  much,  he  admits. 

Make  no  mistake  about  it,  though, 
GE  is  not  about  to  settle  meekly  for 
second  place.  "Getting  more  of  those 
turnkey  plants  led  us  to  identify  the 
problems  in  nuclear  fuel  performance 
a  year  before  Westinghouse  even 
noticed  them,"  says  Paine.  He  cites 
the  fact  that  fuel  rods  have  collapsed 
in  Westinghouse  plants  in  Beznau, 
Switzerland  and  Rochester,  N.Y. 

This  spring  the  AEC  will  announce 
new  safety  standards.  Westinghouse 
already  has  redesigned  its  emergency 
core  cooling  system  for  new  reactors. 
But  what  will  the  AEC  say  about 
existing  plants?  Will  Westinghouse 
have  to  retrofit  them?  And  at  what 
cost?  "Our  best  guess  for  the  total 
cost  to  retrofit  a  1,000  megawatt 
plant,"  says  Cornell,  "could  be  $5 
million  to  $10  million  per  plant." 
Simpson  disputes  this,  claiming  that 
to  retrofit  about  30  plants  would  cost 
Westinghouse  only  $15  million. 

And  GE  isn't  waiting  around.  In 
December  alone  GE  got  orders  for  11 
nuclear  units  from  five  utilities. 

The  race  for  first  isn't  over,  and 
the  stakes  are  huge.  ■ 


million   to    $8   million   in   net   profit. 

Even  worse,  three  years  ago  the 
company  pushed  ahead  with  a  new 
copper-nickel  mine  in  the  Yukon,  and 
after  having  spent  approximately  $16 
million  on  the  property  discovered  to 
its  horror  that  the  ore  simply  wasn't 
there.  "It  was  one  of  nature's  freaks," 
Relly  says.  "There  was  an  intensive 
drilling  campaign,  underground  de- 
velopment, and  when  they  came  to 
mine  it,  the  stuff  simply  wasn't  there. 
When  people  start  telling  you  that, 
you  say  it  simply  can't  be  like  that, 
but  it  was.  The  drills  had  all  gone 
through  the  little  patches  of  ore  that 
were  there.  It  was  an  absolute  freak." 
The  cost:  Last  year's  $9.5-million  af- 
ter-tax write-off. 

Yet,  for  all  this,  Hudson  Bay  has 
not  really  done  at  all  badly  over  the 
last  ten  years.  In  the  decade  of  the 
Sixties,  on  an  upsurge  in  metal  prices, 
earnings  easily  tripled,  and  the  com- 
pany   averaged    a    not-inconsiderable 


Airborne  Surveyors.  Thanks  to  elec- 
tronic sensing  devices,  mining  explo- 
ration is  often  airborne.  Hudson  Bay 
operates  a  fleet  of  six  aircraft  which 
log  250,000  miles  a  year  check- 
ing out  prospects  in  remote  areas. 
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17%  on  its  stockholders'  equity.  Hud- 
son Bay's  earnings,  Relly  explains,  are 
primarily  responsive  these  days  to  the 
level  of  the  copper  price,  and  with 
copper  prices  on  the  rise— thanks  to 
the  political  and  production  problems 
in  both  Zambia  and  Chile  they  can 
hardly  fail  to  be— Hudson  Bay's  re- 
turn, which  last  year  was  probably 
not  much  more  than  2%  on  equity, 
could  conceivably  recover  to  some- 
thing like  its  earlier  levels.  But  not 
this  year.  "Given  the  level  of  copper 
prices,"  says  Relly,  "there's  no  way 
you're  going  to  make  as  much  in  1973 
as  you  did  in  1968." 

Which  is  why  the  La  Verde  prop- 
erty could  in  tine  make  a  really  ma- 
jor impact  on  Hudson  Bay's  prospects. 
It  has  proven  reserves  of  over  80  mil- 
lion tons  of  0.699%  copper,  plus  gold 
and  silver  values— more  than  four 
times  those  of  Hudson  Bay  itself. 

"You  can  prospect  or  you  can  ac- 
quire properties  that  other  people 
find,"  Relly  says.  "One  could  make  a 
judgment  not  to  spend  money  on  pros- 
pecting and  wait  for  other  people  to 
be  luckier  or  cleverer  and  then  go  out 
and  buy  a  piece.  But  I  think  pros- 
pecting is  important  psychologically. 
If  you're  not  prospecting,  you're  not 
really  getting  your  hands  dirty.  You're 
not  really  part  of  the  club."  ■ 
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Seagrams'  Late  A  wakening 

An  impressive  liquor  company  is  engaged  in  using  the  considerable  legacy  of  Sam 
Bronfman's  strengths  to  make  up  for  Sam  Bronfman's  latter-day  shortcomings. 


It  took  a  giant  of  a  man  to  take  a 
smallish  Canadian  liquor  company 
and  turn  it  into  the  world's  largest 
distiller  in  less  than  two  decades. 

Yet  that's  just  what  a  slight,  meek- 
looking  man  from  Brandon,  Manitoba, 
Canadian-bom  Samuel  Bronfman,  did 
between  1934  and  1950.  Sam  Bronf- 
man, however,  was  anything  but 
meek,  as  scores  of  people  learned  who 
tangk  '1  with  him.  Almost  legendary 
were  his  battles  with  Lewis  Rosen- 
stiel,  who  headed  then-larger  archrival 
Schenley.  He  also  fought  with  family 
members,  forcing  brother  Allan  out  of 
the  management  in  the  1950s. 

Bronfman's  strength  rested  on  the 
undeniable  fact  that  his  judgment  of 
the  U.S.  liquor  market  was  accurate 
for  some  20  years.  Further,  he  made 
Distillers  Corp. -Seagrams  so  integrated 
it  became  the  lowest-cost  producer. 
The  money  saved  he  put  in  advertis- 
ing and  marketing.  As  a  result,  Sam 
Bronfman's  word  became  law,  and 
foolhardy  was  the  man  who  dared 
challenge  the  monarch.  Even  his  own 
sons  entering  the  business  were  wary 
ol  acting  without  his  approval.  And 
rarely  were  there  outside  directors  to 
raise  awkward  questions— assuming 
that  they  would  have  had  the  nerve 
to  raise  them. 

The  trouble  was  that  Mr.  Sam— a 
name  that  he  was  called  as  much  out 
of  fear  as  out  of  affection— grew  old 
and  increasingly  out  of  touch  with 
his  industry.  Like  many  a  strongman- 
founder,  he  overstayed  his  time,  either 
not  listening  to  the  unwelcome  truth 
or  not  being  told  it  by  his  fearful  man- 
agers. It  was  not  until  he  died  in 
1971,  at  age  80,  that  Sam  Bronfman 
finally  let  go  of  "his"  company. 

Though  it  was  often  not  apparent 
to  the  outside  world,  Distillers  Corp.- 
Seagrams  gradually  began  to  lose  its 
massive  market  dominance  in  the  last 
years  of  Sam  Bronfman's  reign.  Year 
after  year,  it  earned  a  mere  8%  to 
9%  on  stockholders'  equity,  while  sales 
grew  at  about  a  6.5%  compounded 
rate  over  the  last  five  years— hardly  a 
dynamic  showing  for  a  solidly  en- 
trenched leadt.  in  a  growing  industry. 

How  did  Seagrams  get  into  this 
bind  in  Mi  '  itter  years? 

Can  its  present  management— head- 
ed by  Sam's  son,  President  Edgar 
Bronfman,  and  Jack  Yogman,  vice 
president  of  parent  Distillers-Corp.- 
Seagrams  and  president  of  U.S.  sub- 


Few  men  in  American  busi- 
ness have  had  so  major  an  ef- 
fect on  their  company  and  in- 
dustry as  Sam  Bronfman;  and 
among  those  that  he  affected 
most  deeply  were  the  distrib- 
utors whom  he  made  into  mil- 
lionaires and  who  sold  his 
product  for  him.  One  distrib- 
utor, who  had  been  with  Sam 
since  the  early  days  in  the 
Thirties,  pointed  to  his  lux- 
urious surroundings  and  said: 
"I  earned  this  by  being  loyal 
to  Sam.  He  knew  how  to  in- 
spire loyalty.  But  God  pity 
you  if  you  ever  crossed  him. 
Every  time  he  opened  his 
mouth  you  shrank  four  inches. 
When  he  was  through,  you 
felt  like  a  midget  under  the 
table."  Now,  he  adds,  such 
loyalty  is  a  thing  of  the  past. 


sidiary  Joseph  E.  Seagram  &  Sons- 
get  out  of  the  bind? 

Why  is  the  return  on  equity  seem- 
ingly so  mediocre?  Partly  because  of 
conservative  bookkeeping.  As  sales 
have  climbed  steadily,  so  have  Sea- 
grams' inventories  of  aging  whiskeys. 
Seagrams  generally  uses  a  last-in-fii  st- 
out method  of  valuation  (with  the 
significant  exception  of  Scotch). 
The  LIFO  method  penalizes  earnings 
when  business  is  expanding.  Sea- 
grams' inventories  have  been  increas- 
ing by  an  average  of  some  $30  million 
a  year  over  the  past  decade,  and  re- 
cently were  a  towering  $618  million. 

Up  a  Downtrend 

But  there  is  a  bigger  problem.  Un- 
der Sam  Bronfman,  Seagrams  re- 
mained steadily  profitable  by  grab- 
bing and  holding  increasing  control 
over  the  once-dominant  blended  whis- 
key market  and  by  becoming  the  lead- 
ing factor  in  premium  Canadian  whis- 
ky. But  as  time  wore  on,  Seagrams 
lagged  badly  in  the  growth  of  other 
types  of  liquors,  like  gin,  vodka, 
Scotch  and  rum,  that  have  flourished 
because  of  growing  affluence  and 
changing  tastes.  As  a  result  of  this 
lag,  Sam  Bronfman's  last  decade  was 
not  a  great  period  for  Seagrams. 

Distillers  Corp. -Seagrams  Ltd.,  a 
Canadian  company,  does  some  85%  of 
its  business  in  the  U.S.,  where  its  sub- 
sidiary, Joseph  E.  Seagram  &  Sons, 
has  around  19%  of  the  U.S.  distilled 
spirits  market,  where  it  once  had  close 
to  30%.  With  parent-company  sales  ol 
$1.6  billion,  Seagrams  is  twice  as  b.g 
as  U.S.  competitor  Schenley  Indus- 
tries, now  a  part  of  Rapid- American. 
It  is  also  twice  the  size  of  fellow 
Canadian  company  Hiram  Walker- 
Gooderham  &  Worts  Ltd. 

If  Distillers  Corp. -Seagrams  is  so 
big,  why  isn't  it  more  profitable?  Al- 
most up  to  eight  or  nine  years  before 
his  death  in  1971,  founder  Samuel 
Bronfman  was  a  convinced  believei 
in  blended  whiskey.  Vodka?  Gill? 
Rum?  Prepared  cocktails?  Mere- 
ly fads.  Scotch?  Scotch  was  O.K.,  but 
Mr.  Sam  for  many  years  was  con 
vinced  that  it  would  succeed  only  in 
the  premium-priced  market,  which   is 

why  he  acquired  Chivas  Regal  in 
1949.  But  blended  whiskey,  Bronf- 
man  felt,   was  where  the  market   was 

and  always  would  be.   Let   younger 

men  disagree,  it  didn't   matter.   Bronl- 
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man,  through  trusts  he  set  up,  con- 
trolled the  largest  block  of  stock  and 
had  the  habit  of  command. 

Sam  Bronfman— for  once  at  least- 
was  wrong.  Vodka  came  from  almost 
nothing  in  1950  to  some  13%  of  the 
total  U.S.  liquor  market  last  year— 
about  18  million  cases'  worth.  Scotch 
went  from  5%  of  the  market  to  14%. 
Canadian  whisky  climbed  from  3%  to 
over  10%.  Meanwhile,  blends,  where 
Seagrams  remained  supreme,  sank 
from  nearly  60%  to  under  20%  in  share 
of  the  market.  Says  one  market  man- 
ager of  a  competitor  in  vodka:  "They 
were  convinced  that  light  drinks  would 
never  become  a  major  factor  in  the 
liquor  business  even  when  it  was 
changing  right  before  their  eyes."  He 
added,  "They  were  just  complacent 
and  arrogant." 

Distillers  Corp. -Seagrams,  however, 
remained  a  powerful  company  and  a 
powerful  marketing  machine.  It  kept 
growing,  not  explosively,  but  well.  It 
did  so  by  gaining  market  share  in  the 
shrinking  blends  markets  by  taking  it 
away  from  others  like  National  and 
Schenley.  And  when  its  own  Calvert 
Reserve  blend  slipped  badly,  from 
3.3  million  cases  a  year  in  the  early 
Fifties  to  1.2  million  by  1962,  Sea- 
grams mounted  a  modest  comeback 
campaign.  It  changed  the  name  to 
Calvert  Extra,  made  the  contents 
lighter  and  milder  and  boosted  ad- 
vertising outlays.  Sales  climbed  back 
to  2.  million  cases  by  the  mid-Sixties, 
but  have  slipped  slightly  since  then. 
That's  hardly  a  growth  situation. 
Fortunately,  Distillers  did  better  with 
another  blend,  Kessler,  which  grew 
steadily  in  the  1960s  and  now  sells  a 
little  over  2  million  cases. 

Seagrams  also  did  very  well  in  Ca- 
nadian whisky.  It  pushed  its  premium- 
priced  Seagram's  V.O.  into  the  top 
spot  in  the  U.S.  market  for  Canadian 
whisky,  and  today  it  is  the  second- 
largest  selling  brand  in  the  U.S.  But 
while  Seagrams  was  grinding  out  slow 
but  steady  growth,  the  independents 
were  having  a  gay  old  time.  Heublein, 
an  insignificant  factor  in  booze  as  late 
as  the  mid-Fifties,  went  on  to  become 
a  billion-dollar  company,  thanks  large- 
ly to  its  success  in  vodka,  which  paid 
for  a  vast  acquisition  program.  In 
rum,  independent  Bacardi  ran  away 
with  the  U.S.  rum  market.  Some  big 
Scotch  distributors  were  also  running 
rings  around  Seagrams.  Schenley  took 
Britain's  Distillers  Co.  Ltd.  Dewar's 
brand  of  Scotch  from  under  700,000 
cases  in  1965  all  the  way  up  to  2.3 
million  cases  last  year.*  Paddington 
(now  owned  by  Liggett  &  Myers) 
moved  J&B  Rare  Scotch  case  sales 
from  750,000  in  the  early   1960s  to 

*To  make  valid  comparisons,  Forbes  has  used  3- 
gallon   cases   equivalents  for  current  volume. 


2.7  million  last  year.  Buckingham 
shot  up  Cutty  Sark  sales  in  a  similar 
fashion,  so  that  it  now  is  among  the 
six  largest-selling  liquor  brands. 

During  these  years,  Seagrams  re- 
acted more  than  it  acted.  It  had  a 
promising  vodka,  Wolfschmidt,  but 
Sam  Bronfman  and  close  associate 
General  Frank  Schwengel  (see  p. 
28),  who  at  an  American  Legion  con- 
vention threw  a  case  of  vodka  into  the 
swimming  pool,  looked  down  their 
noses    at    vodka.    The    company    for 


many  years  also  had  an  aged  gin,  Sea- 
grams Extra  Dry;  but  its  yellowish 
color  turned  people  off.  Not  until 
1965  did  Seagrams  start  taking  the 
yellow  out.  Now,  some  seven  years  la- 
ter, Seagrams  Extra  Dry  is  vying  with 
Standard  Brands'  Fleischmann  for 
third  place  among  gins  after  Gordon's 
and  Gilbey's. 

By  the  time  Seagrams  finally  got 
moving  in  vodka,  Heublein  was  pow- 
erfully entrenched.  Last  year  Sea- 
grams sold  930,000  cases  of  Wolf- 
schmidt, but  Heublein  sold  some  4.1 
million  cases  of  Smirnoff  plus  over  1 
million  of  its  cheaper  brand,  Popov. 


Says  Joseph  E.  Seagram  president, 
Jack  Yogman,  age  52,  who  has  no 
illusions  about  overtaking  Heublein  in 
vodka:  "With  their  lead,  the  kind  of 
money  they  spend  on  their  brands, 
it  would  be  foolish  to  think  we  can 
at  this  point.  The  same  is  true  of 
Bacardi  in  rum  in  the  U.S." 

In  Scotch?  Seagrams  was  fortunate 
in  having  Chivas  Regal  in  its  arsenal. 
Chivas  Regal  does  for  Seagrams  what 
the  Cadillac  does  for  General  Motors: 
It  accounts  for  only  2.7%  of  Sea- 
grams' U.S.  case  volume,  but  a  good 
deal  more  of  its  net  profit.  A  premium 
12-year-old  Scotch,  Chivas  is  one  of 
the  highest-priced,  best-selling  premi- 
um whiskeys  in  the  world.  It  sells  for 
$11.50  a  quart  bottle  in  New  York 
City,  as  compared  with  $8  for  an 
eight-year-old  Scotch.  Chivas  sales  in 
the  U.S.  were  700,000  cases  last  year, 
up  from  148,000  as  recently  as  1964. 
Furthermore,  Chivas  sold  an  addition- 
al 500,000  cases  abroad  last  year. 

In  regular-  and  low-priced  Scotch, 
however,  where  some  90%  of  the  mar- 
ket is,  Seagrams  has  fallen  behind. 
In  1965  Seagrams  finally  came  out 
with  its  regular-priced  Scotch,  100 
Pipers.  Domestically,  Pipers  has  had 
little  to  show  for  the  $12  million  in 
advertising  that  Seagrams  has  poured 
into  it.  Last  year  it  sold  just  180,000 
cases  and  ranked  in  the  bottom  third 
of  all  Scotches  selling  over  100,000 
cases  in  the  U.S.  Seagrams,  however, 
shows  no  signs  of  giving  up  on  Pipers, 
and  it  gets  some  solace  from  the  sev- 
eral hundred  thousand  cases  it  sold 
outside  the  U.S.  last  year.  "It's  obvi- 
ous," says  one  Seagrams  distributor, 
"it's  a  matter  of  pride.  They  are  push- 
ing Pipers  because  it  was  Mr.  Sam's 
baby.  Otherwise,  I  think  they  would 
not  have  spent  so  much  money  with 
so  little  to  show  for  it." 

Seagrams  has  done  better  with 
Passport,  its  lower-priced  Scotch  in- 
troduced in  1968.  Passport  is  a  bulk 
Scotch,  meaning  that  it  is  imported 
from  Scotland  in  bulk  and  bottled  in 
the  U.S.,  which  saves  money  on  both 
freight  and  import  duties.  President 
Yogman  is  talking  about  doing  1  mil- 
lion cases  in  Passport  within  five  years 
—and  then  going  on  from  there.  Last 
year  Passport's  sales  were  185,000 
cases.  Unlike  Pipers',  its  advertising 
budget  has  been  relatively  small, 
about  $3  million  since  Passport's  1968 
introduction. 

Yogman,  who  came  to  Seagrams  in 
1957  from  a  consulting  firm,  and  who 
was  Edgar  Bronfman's  second  in  com- 
mand when  he  headed  Joseph  E.  Sea- 
gram in  the  1960s,  admits  the  compa- 
ny was  slow  to  react.  Says  he:  "Some 
of  our  blended  brands  grew  old.  We 
were  losing  some  of  our  customers  to 
the  obituary  columns,  particularly  in 
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Four  Roses  But  we've  recognized  this. 
It's  up  to  us  to  develop  the  products 
the  public  will  want  so  we  can  have 
the  hot  brands.  Now  we  have  a  new 
products  group,  and  have  some  60 
products  under  consideration.  In  our 
company,  this  is  a  tremendous 
change."  As  for  obvious  weaknesses 
in  advertising  and  marketing,  says 
Yogman,  "Obviously  we  are  working 
on  it.  Our  meeting  in  Acapulco  this 
month  will  be  on  that  very  subject." 

The  big  question  is  this:  Is  Sea- 
grams fated  forever  to  be  big  but  only 
indifferently  profitable?  Maybe  not. 
Prospects  are  looking  up.  One  grow- 
ing area  for  Seagrams  is  the  inter- 
national market.  Last  year  Seagrams 
did  about  $225  million  outside  the 
U.S.  Scotch-  and  Canadian  whisky- 
drinking  are  becoming  increasingly 
popular  in  increasingly  affluent  Eu- 
rope, and  brand-new  major  markets 
are  opening  up  in  newly  prosperous 
countries  like  Japan  and  Brazil.  Says 
President  Yogman:  "It's  clear  from 
all  the  moves  we  have  made  and  con- 
tinue to  make  abroad  that  over  40% 
of  sales  and  earnings  by  the  late  Sev- 
enties will  come  from  outside  the  U.S." 

In  1971  Distillers  entered  into  an 
arrangement  with  Japan's  No.  One 
brewery,  Kirin.  The  partners  will 
build   Japan's    first    foreign    distillery 


Jock  yogman,  Seagrams'  U.S. 
head,  doesn't  like  the  indus- 
try's rush  into  light  whiskey, 
but  Seagrams  still  has  the  big- 
gest inventory  of  it.  "I  doubt 
if  light  whiskey  will  go  over 
big,"  he  says,  "but  if  a  brand 
makes  it,  one  of  ours  will." 
If  it  doesn't,  he'll  avoid  a 
bath  by  shifting  the  inven- 
tory  into    his    regular   blends. 


and  market  a  line  of  liquors  made 
there.  It  will  be  completed  late  this 
year,  initially  making  vodka  and  gin 
and  later  a  Scotch-type  whisky. 

As  most  growth  stock  followers 
know,  wine  is  the  growth  side  of  the 
spirits  business.  Seagrams  has  staked 
itself  out  a  sizable  domain  in  wines. 
In  just  six  years  it  has  acquired  or 
bought  into  ten  wine  or  champagne 
'companies,  including  such  famous 
names  as  Mumm  and  Heidsick  Mono- 
pole.  Seagrams  already  owned  Bar- 
ton &  Guestier,  a  large  Bordeaux 
vintner,  and  is  today  the  biggest  sin- 
gle factor  in  the  European  wine  in- 
dustry. It  has  also  been  expanding  in 
the  U.S.  It  owns  California's  famous 
Paul  Masson  vineyards  and  markets 
Christian  Brothers  wine  and  brandy. 

In  wine,  interestingly,  Seagrams  has 
been  concentrating  on  the  premium 
side  of  the  market.  It  does  less  than 
5%  of  all  the  volume  in  U.S.  wines, 
but  it  has  close  to  half  the  market 
for  premium  U.S.  varietal  wines.  Sea- 
grams is  also  the  largest  importer  of 
wines  in  the  U.S. 

Seagrams  probably  will  never  come 
close  to  E.  &  J.  Gallo  Winery  of  Mo- 
desto, Calif.,  the  largest  wine  pro- 
ducer in  the  U.S.;  it  will  also  have 
trouble  pushing  Heublein  from  the 
No.   Two   spot  it   acquired  when  it 


A  Fortune  Well  Made  and  Carefully  Husbanded 


Brothers  Sam,  Harry  and  Allan 
Bronfman,  by  dint  of  their  shrewd 
exploitation  of  the  whiskey  trade 
in  Canada  and  the  U.S.,  managed 
over  half  a  century  to  build  one  of 
the  world's  great  fortunes.  Distillers 
Corp. -Seagrams,  a  Canadian-dom- 
iciled holding  company,  was  the 
vehicle.  Sam,  one  of  eight  chil- 
dren, wound  up  with  the  lion's 
share  of  the  fortune.  He  set  up  a 
trust  for  his  children  called  CEMP 

Edgar  M.  Bronfman 


(for  their  names,  Charles,  Edgar, 
Minda  and  Phyllis).  That  trust  to- 
day holds  33%  of  Distillers'  stock, 
worth  some  $550  million  at  today's 
market  prices.  CEMP's  head  is 
Charles  Bronfman,  who  also  inns 
Distillers'  Canadian  operations. 

As  a  Canadian  trust,  CEMP  has 
several  advantages.  For  one  thing, 
dividends  received  by  the  trust- 
some  $8  million  this  past  year- 
are  virtually  tax-free.  For  another, 
Canada  until  last  year  did  not  tax 
long-term  capital  gains,  so  the 
trust's  incredible  capital  apprecia- 
tion over  the  last  few  decades  was 
all  tax-free.  CEMP  also  invests  in 
various  U.S.  and  Canadian  securi- 
ties. Finally,  through  an  operating 
subsidiary,  Fairview  Corp.  Ltd., 
CEMP  has  become  one  of  the 
largest  real  estate  operators  in  Can- 
ada, with  a  portfolio  -of  some  20 
projects,  which  are  mainly  shop- 
ping centers  and  office  buildings. 
CEMP  as  a  result  controls  real 
estate  worth  around  $400  million. 

Charles  Bronfman  hopes  soon  to 
go  ahead  with  a  vast  $200-million 
project  in  downtown  Toronto  ten- 
tatively dubbed  "Eaton  Centre," 
with  retailer  T.  Eaton  Co.  Ltd.  as 
a  15%  partner.  Charles,  who  is  also 


an  enthusiastic  owner  of  the  Mon- 
treal Expos  baseball  team,  says, 
"You  have  to  think  long  and  big 
in  real  estate.  When  we  got  into 
real  estate  in  the  late  Fifties,  we 
thought  we  knew  everything.  Well, 
one  of  our  first  projects  here  in 
Montreal  was  a  failure.  Since  then, 
we  have  been  very  successful.  But 
it  takes  talent,  time  and  money." 
All  of  which  the  Bronfmans  ei- 
ther have  or  can  hire. 

Charles  R.   Bronfman 


Crane-Deming  pumps  at  work  in  New  York 


A  clean  bill  of  health  for  a  threatened  lake* 


How  do  you  "doctor"  a 
lake  that's  facing  the  great 
ailment  of  our  times— pollu- 
tion? And  help  free  up  a  whole 
area  development  plan,  stalled 
by  this  problem?  Consider 
Keuka.  One  of  the  purest  and 
cleanest  of  all  the  Finger  Lakes 
in  upper  New  York  State.  Yet 
it  was  facing  the  hazard  of 
seriously  heavy  pollution. 
Sewage  waste  drainage  from 
large  septic  systems  threat- 
ened it.  So  did  leaching  fields 


in  the  surrounding  area. 

Consulting  engineers 
made  exhaustive  studies, 
looking  for  the  most  econom- 
ical solution  and  optimum 
protection  for  the  public 
water  supply. 

The  decision:  a  force  main 
system  over  3V2  miles  long, 
powered  primarily  by  two 
pumping  stations. 

The  pumps:  Crane's 
Deming  vertical-type  solids- 
handling  pumps.  Four  in  each 
pump  house.  Engineered 
specifically  for  sewage  waste 
disposal  systems.  One  of  liter- 
ally hundreds  of  Crane  quality- 


engineered  products  and 
product  variations  for  control- 
ling industrial  and  municipal 
wastes.  Crane:  leaders  in 
products  and  technologies  to 
clean  up  our  waters  and  the  air 
we  breathe.  For  further  infor- 
mation contact:  Crane  Co., 
300  Park  A/enue,  New  York, 
New  York  10022. 


CRANE 


Crane  makes  it  flow  clean  again* 


bought  United  Vintners  (Italian  Swiss 
Colony)  .1  few  years  ago.  Still,  by 
being  strong  both  here  and  abroad 
and  by  concentrating  on  the  premium- 
priced  wine  and  more  recently  the 
medium-priced,  Seagrams  has  all  but 
ensured  itself  a  nice,  profitable  slice 
of  the  wine  business.  Today  it  prob- 
ablj  accounts  lor  H%  to  955  of  sales 
and  even  more  of  earnings. 

Meanwhile.  Seagrams  still  has  a 
good  deal  going  for  it  in  its  older 
businesses.  Even  with  sales  now  ac- 
tually declining,  Seagrams'  7  Crown 
blend  is  still  the  biggest  selling  U.S. 
whiskey,  with  a  volume  of  6.8  million 
cases  last  year.  Furthermore,  in  mid- 
1970  it  raised  prices  by  25  cents  to 
consumers  to  $5.25  for  a  fifth.  With 
this  kind  of  sales  volume,  Seagrams 
can  advertise  without  penalizing  prof- 
its. Seagram's  7  Crown's  pretax  prof- 
its,  by   Forbes'  estimate,   was   some 


$25  million  last  year— well  over  20% 
of  the  company's  pretax  net. 

As  Scotch  whisky  has  grown  in 
popularity,  Seagrams  has  used  its 
huge  capital  resources  (over  $1  bil- 
lion and  a  cash  flow  of  $107  million) 
to  build  up  inventories  in  the  product; 
Chivas  in  particular  requires  large 
inventories  because  of  its  12-year  age. 
Seagrams'  holdings  of  Scotch  have 
grown  in  value  from  $27  million  in 
1961  to  $160  million  in  1972.  This 
kind  of  buildup  is  expensive  because, 
as  Edgar  Bronfman  explains,  "Your 
costs  are  front-ended  long  before  you 
make  many  sales." 

Now,  for  the  first  time  in  years,  Sea- 
grams feels  that  its  aged  Scotch  in- 
ventory is  adequate  to  meet  any  fore- 
seeable demand  in  the  next  few  years; 
in  other  words,  higher  sales  will  not 
require  significantly  larger  stock.  Thus 
from  here  on  in,  each  sale  of  Scotch 


is  going  to  be  more  profitable  than 
in  previous  years. 

By  contrast,  7  Crown,  whose  sales 
are  expected  to  keep  slowly  declining, 
will  be  in  an  inventory  reduction 
phase  of  its  life  cycle.  So  7  Crown  will 
be  producing  inventory  profits  in  ad- 
dition to  regular  profits  as  the  com- 
pany begins  to  work  off  lower  cost 
inventory  under  its  conservative  last- 
yi-first-out  method  of  bookkeeping. 

Then,  there  is  an  added  dividend 
in  Seagrams'  oil  business.  In  1963 
Sam  Bronfman  bought  Texas  Pacific 
Coal  &  Oil  Co.  for  Seagrams  in  the 
kind  of  tax  deal  that  is  beloved  by 
owners  of  closely  held  companies.  The 
deal  produced  no  immediate  profits, 
only  tax  offsets  for  the  parent  compa- 
ny. The  purchase  price;  $275  million. 
was  subject  to  a  reserved  production 
payment  of  $216  million.  But  at  the 
end  of  1975  the  last  production  pay- 


Marketing  Whiskey  Like  Razor  Blades 


The  West  was  won,  the  railroads 
built  and  the  gold  panned,  not  on 
any  of  the  famous  whiskey  names 
we  know  today,  but  almost  entirely 
on  local  and  regional  brands.  Sea- 
grams claims  that  it  introduced  the 
first  successful  U.S.  national  brands 
in  1934,  six  months  after  Prohibi- 
tion was  repealed.  Frank  Schwen- 
gel  was  a  retired  U.S.  brigadier 
general  and  head  of  a  Chicago 
public  relations  firm  in  1933  when 
Sam  Bronfman  asked  him  to  work 
on  Seagrams'  advertising,  public  re- 
lations and  marketing.  Now  87 
and  bearing  the  title  of  honorary 
director  of  Seagrams'  board, 
Schwengel  tells  the  story: 

"It  was  chaotic  after  Repeal. 
Whiskey  was  being  sold  like  a  com- 
modity. The  price  was  whatever 
someone  said  it  was.  What  we  did 
was  figure  back  from  the  retail 
price  we  decided  was  acceptable. 
Then  we  figured  profits  for  the 
store  owner,  for  the  wholesaler, 
and  what  was  left  over  was  for  us." 

To  bring  order  out  of  this  chaos, 
Seagrams  made  a  series  of  deci- 
sions which  had  far-reaching  con- 
sequences. The  decisions  were  to 
build  a  national  brand,  to  assure  a 
uniform  taste  and  to  make  its 
blended  whiskey  considerably 
milder-tasting  than  the  strong-tast- 
ing straight  whiskeys  that  were 
prevalent  at  the  time. 

Schwengel  continues:  )'We  were 
fearful  of  selling  direct  'or  to  de- 
partment stores  under  any  con- 
dition. We  wanted  to  use  the 
mom-and-pop  stores  to  establish  a 
reputation  for  our  brand;  the  others 
could  dictate  to  you.  \  Our  policy 


at  the  outset— which  Seagrams  fol- 
lows to  this  day— was  to  give  liquor 
franchises  to  wholesalers  that 
would  give  them  a  guaranteed  fair 
margin  of  profit.  Of  course  that 
meant  something  like  price-fixing. 

"The  first  thing  that  developed 
as  a  result  of  this  fair-price  policy 
was  that  we  had  to  enforce  it,  and 
eventually  we  were  sued  by  a  re- 
tailer for  $200,000  in  1935.  I  was 
personally  called  to  Washington 
and  warned  by  the  Government 
that  we  were  bordering  on  price- 
fixing.  We  let  it  come  to  trial  a 
year  later  in  Chicago,  and  much  to 
the  amazement  of  the  marketing 
world,  we  won,  and  then  the  Su- 
preme Court  upheld  the  decision. 
That  was  the  big  thing  that  helped 
us  with  the  small  retailers." 

Schwengel  recalls  that  he  called 
a  meeting  of  175  distributors  to- 
gether at  the  Waldorf  Astoria  ball- 
room in  New  York  just  prior  to 
launching  the  brands.  "Sam  [Bronf- 
man] said  to  me.  'What  the  hell 
are  you  doing  with  all  these  peo- 
ple?' What  we  were  doing,  I  told 
him,  was  telling  the  industry  what 
Sam  had  decided— and  a  revolu- 
tionary set  of  decisions  it  was:  We 
were  going  to  go  with  two  blend- 
ed whiskeys,  and  we  were  going  to 
make  them  into  the  first  national 
brands  in  history." 

In  a  few  months  Seagrams'  two 
whiskeys,  5  Crown— years  later  it 
was  dropped— and  7  Crown,  out- 
sold all  the  others  in  the  country. 
The  Seagrams  blends  were  never 
overtaken  again. 

As  a  result  of  7  Crown's  sw 
Seagrams  built  up  a  vast  network 


of  distributorships,  today  number- 
ing 476  and  utilizing  upwards  of 
an  8,000-man  sales  force.  In  addi- 
tion, Seagrams  itself  has  1,800  so- 
called  "missionary  men,"  who  take 
no  orders  themselves  but  who  pro- 
mote, push  and  police  the  compa- 
ny's brands. 

The  majority  of  its  distributors 
have  been  with  Seagrams  since 
Repeal,  and  many  of  them  have 
long  since  become  millionaires. 
One  longtime  Seagrams  distribu- 
tor, who  has  since  retired,  saw 
"Over  the  years  7  Crown  has  been 
one  of  the  most  profitable  products 
in  U.S.  industry.  Its  margins  have 
been  in  a  league  with  razor  blades 
and  Coca-Cola." 

A  top-notch  wholesaler  could 
sell,  say,  100,000  cases  of  7  Crown 
alone  a  year.  Say  he  sold  those 
cases  for  $63  a  ease.  That  comes 
out  to  around  $6.3  million  in  rev- 
enue. It  probably  cost  the  whole- 
saler about  $54  a  case.  So  his  gross 
spread  is  around  $9  a  case.  Il< 
pays  sales  commissions  averaging 
about  4%  to  his  salesmen  plus  a 
small  salary  draw.  He  also  has  to 
pay  for  insurance.  Storage  and  in- 
terest on  loans  to  carry  stock.  Even 
so,  when  finished,  he  nets  around 
$6  pretax,  or  around  $600,000  a 
year.  That's  a  very  big  wholesaler. 
A  small  one?  Maybe  he  only  nets 
$200,000  a  year  on  7  Crown. 

Seagrams  is  a  giant  business  to- 
day, and  its  deals  are  no  longer 
made  on  loyalty  and  a  handshake. 
Still,  it's  quite  a  slory  how  a  single 
Smart  marketing  decision,  taken 
nearly  40  years  ago,  still  remains 
the  backbone  ol   its  business. 
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Liquor  Companies:  A  Statistical  Profile 

Below  is  a  list  of  large  liquor  companies  and  how  they  have  fared  over 
the  last  five  years  in  sales  and  earnings  growth  of  alcoholic  beverages. 


-Sales- 


Company 


Latest  12 
Months* 
(millions) 


5-Year 
Compounded 
Growth  Rate 


-  Net  Earnings         ■v 

Latest  12  5-Year 

Months     Compounded 
(millions)    Growth  Rate 


Recent 
Price 


197273 
Price  Range 


Price/ 

Earnings 

Ratio 


American  Distilling 
Bacardi 
Brown-Forman 
Distillers  Corp.-Seagrams 


&    148.4 
100.0E 
301.4 

1,611.8 


3.1% 
12.5 
10.8 

6.5 


$2.1 

6.7 

16.1 

67.9 


-6.20/0 
8.0 
6.1 
7.4 


213/4 
260 
30»/2 
463/4 


28%-  17% 
315     -160 
36%-  29% 
49%-  33% 


16 
50 
22 
24 


Heubleinf  648.7  12.6  35.6  5.5 

National  Distillers  &  Chemicalf  585.8  2.0  50.0  0.1 

Rapid-American  (Schenley  Industries)*  672.4  5.5  29.4  8.2 

Hiram  Walker-Gooderham  760.2  5.0  54.2  5.7 


52% 
16% 
17% 
52% 


65%-  48% 
20%-  15% 
21%-  15% 
54%-  41% 


27 

14 

6 

17 


"Includes   excise   taxes.    E— Forbes   estimate.         tlncludes   liquor  and   wine  operations    for  National   Distillers  and  Heublein  and  also  beer  for  the  latter, 
is   used    (or  both.         $Stock  data   for   Rapid-American. 


operating  income 


ment  will  have  been  made.  Texas 
Pacific  is  expected  to  then  begin 
throwing  off  $30  million  in  cash  flow. 
Today  it  produces  little  in  the  way  of 
earnings.  In  the  meantime,  Texas  Pa- 
cific has  been  prospecting  busily  and 
with  some  success,  particularly  in 
Mississippi. 

As  things  now  stand,  three  brands 
probably  account  for  the  bulk  of  Sea- 
grams' profits:  7  Crown,  Chivas  and 
Seagram's  V.O.  Contributing,  Forbes 


estimates,  around  40%  of  sales,  they 
brought  in  last  year  an  estimated  60% 
of  pretax  income.  Which  means,  of 
course,  that  there  is  tremendous  room 
for  improvement  in  the  profitability 
of  the  rest  of  the  business. 

Jack  Yogman  says  he  made  a  prom- 
ise to  Sam  Bronfman  on  Bronfman's 
75th  birthday.  "I  promised  him  that 
we  would  hit  $100  million  in  profits 
by  the  end  of  1976."  Yogman  adds, 
"I  expect  to  fulfill  that  promise."  If 


he  succeeds,  Seagrams  will  be  report- 
ing close  to  $3  a  share  by  fiscal  1977. 
Such  a  showing  would  assure  Sea- 
grams of  a  nice  growth  progression 
in  earnings  over  the  next  few  years. 
It  would  enable  it  to  achieve  a  re- 
turn on  equity  more  nearly  in  line 
with  that  of  other  well-run  compa- 
nies. Barring  a  sudden  worldwide 
wave  of  temperance,  Yogman  and 
Edgar  Bronfman  will  have  a  reason- 
ably good  chance  of  making  it.  ■ 


THE  COMPLETE  LOW-DOWN 

ON  PROBABLY  THE  FASTEST 

GROWING  CORPORATE 

AND  REGIONAL  HEADQUARTER  CITY 

IN  THE  COUNTRY. 


A  slightly 
biased  look  at  Miami. 


A  totally 
unbiased  look  at  Miami. 


A  lot  of  big  companies  are  opening  big  offices 
in  Greater  Miami. 

Outfits  like  Dow,  3M,  Eastern  Airlines, 
Texaco  and  American  Welding  Society.  To  name 
a  few. 

Why  are  they  picking  Miami?  The  answers 
are  in  two  new  booklets. 

The  first  is  a  report  by  the  Greater  Miami 
Office  of  Economic  Development.  It  makes 
this  city  look  very  good  for  business.  But,  it's 
admittedly  a  little  biased. 

The  second  is  a  study  by  the  Fantus 
Company.  It  also  makes  this  city  look  very 
good  for  business.  And  it's  about  as  unbiased 
as  it's  possible  to  be. 

Send  the  coupon.  We'll  send  you  both. 


"William  L.  Cohn,  Director 
Office  of  Economic 
Development,  Dept.  FOB-273 
1200  Biscavne  Blvd. 
Miami,  Florida  33132 

Send  me  the  books  on  Greater  Miami.  If  I  like 

what  I  see,  I'll  give  you  a  call  and  you  can  do  a  special 

study  on  what  Miami  has  to  offer  my  company. 

Name 


•Metropolitan  Dade  County,  Florida 


Title- 


Company- 

Address 

City 


.State- 


-Zip. 
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Our  26-hour  day  can  eliminate  that  silly  rush  to  return  the  rental  car. 


National  Car  Rental  introduces 
|a  totally  new  concept. 

Stretched  time. 

We've  stretched  the  day,  the 
| weekend,  and  the  week. 

First,  we  extended  our  check-in 
| day  to  26  hours. 

Now,  you  can  rent  a  car  on  a 
I  daily  basis  and  on  the  day  you 
return  it  you'll  be  allowed  up  to 
two  extra  hours  without  an  extra 
| charge J 

Obviously,  our  2  6 -hour  day 
|  gives  you  a  little  more  time  to 
use  the  car. 

But  it  also  eliminates  that  silly 
rush  to  return  the  car— no  dashing 
back  to  a  rental  counter  just  to 
avoid  going  over  the  24-hour  mark. 


evening  at  6  PM.  And  you  can  At  National  we've  got  the  world's 

keep  it  until  Monday  at  6  PM.  largest  fleet  of  new  GM  cars,  a 

You  can  take  the  4 -day  weekend    sophisticated  computerized  reser- 


vation system,  and  S&H  Green 
Stamps  on  every  U.S.  rental. 

But  from  now  on  we'll  be  giving 
you  something  more  for  your  money. 

More  time. 


in  a  73  Buick  Century  or  similar- 
sized  fine  car.  You  pay  a  net  pack- 
age rate  of  just  $21+  (that  works 
out  to  four  days  for  the  price  of 
three)  plus  12<?  a  mile.We  pay  for 
the  gas.  And  all  we  ask 
is  that  you  return  the  car 
to  the  city  where  you 
rented  it. 

Finally,  the  week  got 
stretched  too. 

With  our  8-day  week 
you  can  pick  up  the  car  anytime 
and  return  it  eight  days  later  to 
the  renting  city* 

You'll  get  a  car  like  a  new 
"Pontiac  LeMans  or  Buick  Century 
for  a  net  package  rate  of  $118? 
We'll  throw  in  1000  free  miles  (12? 
a  mile  after  that).  And  we'll  give 
you  the  first  tank  of  gas. 

•Available  at  participating  locations  in  U.S.  cities.  t4-day  weekend  rate  not  available  in  non-participating  cities,  which  includes 
Metro  New  York  City,  Miami,  Las  Vegas.  •&  Ask  us  about  one-way  rentals. 

©National  Car  Rental  System.  Inc..  1973  (in  Canada  it's  Tilden  Rent-A-Car).  For  reservations  worldwide  see  your  travel  consultant 
or  call  800-328-4567  toll  free.  In  Minnesota  call  612-830-2345  collect. 


Home  of  the  26  hour  day. 
The  4  day  weekend. 
The  8  day  week. 


4  days  for  ihe  price  of  3  can  mean 
an  early  start  for  the  weekend. 

Secondly,  we  stretched  the 
weekend  to  four  days. 

Now,  you  can  get  started  early 
by  picking  up  the  car  on  Thursday 


Our  8-day  week 

gives  you  more 

time  for  your  money. 


The  Money  Men 


Repent  and 
Sin  No  More 


There  is  no  zeal  like  that  of  the 
converted  sinner,  and  Robert  Peis- 
ner  is  a  converted  sinner.  Peisner 
used  to  get  high  on  speculative 
growth  stocks.  He  loved  soaring 
with  them,  even  wrote  a  popular 
hook  about  how  to  pick  them.  But 
Peisner  is  very  sober  now.  He  has 
just  written  another  book,  as  funda- 
mentalist as  all  get-out.  It's  full 
of  warnings  about  not  expecting 
too  much  of  the  stock  market. 

Intrigued  by  this  about-face,  we 
called  on  Hob  Peisner  in  Los  An- 
geles, where  he  is  a  vice  president 
of  Bateman,  Eichler  handling  dis- 
cretionary accounts. 

We  aske  1  him  about  growth 
stocks.  "I  won't  touch  a  price/ 
earnings  ratio  over  15  today,"  he 
replied.  "Growth  is  the  fad  of  the 
moment,  and  most  fads  are  never 
repeated.  In  a  real  sell-off,  many  of 
these  stocks  could  be  wiped  oil  the 
face  of  the  earth." 

The  new  Peisner  sticks  to  what 
he  calls  "bedrock  companies  that 
are  knocked  on  their  cans  by  ad- 
verse news,  but  are  solid  and  well- 
entrenched."  Being  solid  and  well- 
entrenched,  they  eventually  bounce 
back.  Peisner  says  large  companies 
show  a  repetitive  pattern,  going 
from  overvalued  to  undervalued. 

Examples,  please,  we  said. 

"In  May  and  June  the  oil  in- 
dustry was  out  of  favor  because  of 
Middle  East  news.  But  several  com- 
panies were  solid  buys  by  my  crite- 
ria. We  went  heavily  into  Conti- 
nental Oil,  Union,  California  Stan- 
dard, Mobil,  Jersey  Standard.  We 
sold  them  at  good  profits  this  fall. 

"There  are  some  gorgeous  tex- 
tile companies  I'm  buying  now: 
Fieldcrest  Mills,  Reeves  Bros.,  Lud- 
low. Assuming  the  housing  boom 
continues  as  even  a  pale  shadow 
of  itself,  these  leading  manufac- 
turers have  to  participate  in  it. 

"I'm  even  bullish  on  a  couple  of 
railroad  stocks,  Chesapeake  &  Ohio 
and  the  St.  Louis-San  Francisco. 
All  the  rails  are  being  penalized 
in  the  market  by  the  growth  stock 
guys,  people  who  want  something 
for  nothing.  The  rails  aren't  growth 
stocks,  but  they're  fundamentally 
sound,  and  ultimately  the  stocks 
will  have  to  perform.  And  mean- 
while you're  getting  a  5%  yield." 


As  we  said,  he  goes  all  the  way. 
The  zeal  of  the  convert.  But  being 
saved  by  the  fundamentalist  gospel 
isn't  easy,  Peisner  hastens  to  add. 
You  have  to  work  for  grace. 

You  must  keep  track,  for  exam- 
ple, of  where  a  basically  sound 
stock  is  as  it  cycles  from  over-  to 
under-valued.  For  this,  Peisner  has 
designed  a  "profit  estimate  sheet." 
It  calls  for  no  fewer  than  57  sep- 
arate (and  continual)  calculations 
to  determine  whether  a  given  stock 
meets  Peisner's  tests  for  a  safe  buy: 
substantial  dividend  protection,  es- 
timated future  earnings  higher 
than  the  latest  12  months,  a  pro- 
jected price  gain  of  25%  or  more, 
current  quarterly  earnings  higher 
than  the  same  quarter  last  year,  a 
projected  price  gain /loss  ratio  of 
at  least  2  to  1  in  the  investor's 
favor— in  addition  to  the  basic  4% 
yield  and  15  to  1  price/ earnings 
ratio.  Peisner  limits  to  40  the  num- 
ber of  stocks  an  investor  can  realisti- 
cal'y  keep  tabs  on  at  one  time. 

Another  requirement  of  the  rit- 
ual: Read  voraciously  every  major 
financial  publication  going,  re- 
search reports  from  Value  Line  and 
Standard  &  Poor's,  business  statis- 
tics from  government  agencies, 
economic  forecasts  by  major  banks. 
And  most  of  all.  study  the  Fed. 

Peisner's  investor  must  be  aware 
of  every  move  the  Federal  Reserve 
Board  makes— and  try  to  psych  out 
the  behind-the-scenes  moves— be- 
cause the  Fed's  actions  determine 
whether  the  investor  should  even 
be  in  the  market.  For  example,  if 
the  Fc!  wigwags  easy  money,  a 
bull  market  could  be  on  the  hori- 
zon and  you  start  looking  lor  the 
right  time  to  sell  out  before  the  in- 
evitable sell-off.  If  the  Fed's  ac- 
tions together  signal  tight  money, 
Peisner  smells  a  bear  market  up- 
coming and  he's  primed  to  go  after 
low-priced  blue  chips. 

Peisner  expects  some  signal  from 
the  Fed— tight  money  or  loose— in 
reaction  to  the  abolition  of  wage 
and  price  controls.  "If  wage  settle- 
ments are  exorbitant,"  he  says,  "and 
touch  off  an  inflationary  spiral,  the 
Fed  will  have  to  put  on  its  nasty 
hat  and  start  to  tighten  money." 

On  the  other  hand,  one  anti-in- 
flationary element  of  controls  was 
retained:  The  lid  is  still  on  divi- 
dends. That  will  force  corporations 
to  maintain  strong  cash  positions, 
keeping  loan  demand  in  check. 

"I'll  be  keeping  an  eye  on  the 


Peisner  of  Bateman,  Eichler 


money  supply,  though,"  cautions 
Peisner.  "It's  now  at  $245  billion. 
Assuming  the  present  6%  an- 
nual increase,  it  should  be  at  $260 
billion  by  December  1973.  But  if 
it's  more  than  $252  billion  in  June 
1973,  that  could  prompt  the  Fed 
to  bring  back  tight  money." 

You  can't  do  this  kind  of  study 
and  figuring  in  less  than  20  to  30 
hours  weekly,  Peisner  estimates. 
And  it's  directed,  he  recommends, 
at  investing  no  more  than  $100,000 
in  not  over  seven  stocks  at  a  time. 

Always  remember,  he  says,  you 
are  playing  these  days  against  big 
traders  with  several  million  dollars 
on  every  stock  pick.  "You  can't  In- 
vent your  own  rules  or  crybaby 
that  the  deck  is  stacked." 

Is  all  this  enough  to  scare  even 
the  talented  amateur  out  of  the 
stock  market?  Of  course.  That's 
what  the  hooV-How  To  Select  Un- 
dervalued Stocks— is  intended  to  do. 
Peisner,  alter  all,  makes  his  money 
managing  other  people's  money  /«/ 
them.  It's  very  much  in  his  interest 
to  convert  some  ol  you  sinners. 

He  does  have  a  point,   though: 
The  stock  markd  has  gotten  to  be 
a  mighty  rough  place  lor  the  a\ci 
age  individual.  Sin— call  it  specula- 
tion—hardly pays  anymore.    ■ 
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"Some  Tax  Reforms 
are  Needed... 
But  Let's  Reform 
the  Right  Things... 

counteract  all  this  irresponsible 
talk  about  'tax  loopholes'..." 


Lewis  W.  Foy,  President,  Bethlehem  Steel  Corporation 


"I'm  in  favor  of  tax  reform.  Obviously  some 
reforms  are  needed  .  .  .  they're  overdue  ...  no 
question  about  it.  But  it  is  vital  that  they 
reform  the  right  things  the  right  way. 
"We've  got  to  counteract  all  this  irresponsible 
talk  about  'tax  loopholes.'  Measures  such  as 
the  investment  credit  and  liberal  depreciation 
allowances  aren't  'loopholes.'  They're 
forthright  measures  aimed  at  encouraging 
certain  results — and  they've  been  pretty 
successful. 

"There  has  to  be  encouragement  for  business 
investment,  now,  for  the  same  reasons  that 
President  Kennedy  had  in  mind  in  1962 — to 
provide  new  jobs,  and  to  stimulate  the 
economy.  And,  today  more  so  than  in  1962, 
for  yet  another  reason — to  make  American 
industry  more  productive  and  more 
competitive  with  producers  in  other  countries. 
"A  sensible,  coherent  tax  policy  is  essential  if 
we  are  to  encourage  new  capital  spending 
through  a  generous  investment  tax  credit  and 
liberal  depreciation  allowances.  These 
measures  don't  just  help  business.  They  help 
everybody  who  benefits  from  increased 
economic  activity — and  that  includes  all  of  us." 


Gerhard  Neumann,  the  hard- 
driving  German-born  engine 
designer  who  heads  General 
Electric's  aircraft  engine  group, 
chuckles  when  he  tells  the  story. 
A  friend  reports  visiting  the 
East  Hartford,  Conn,  plant 
of  rival  United  Aircraft  Corp. 
and  seeing  there  a  poster 
portraying  a  scowling  Neumann 
and  bearing  the  caption: 
"Will you  let  this  man 
take  your  job  away?" 


Neumann  of  General  Electric 


\i  i  \iaxn  chuckles  because  that's 
exactly  what  he  does  want  to  do:  take 
jobs  away  from  United's  Pratt  &  Whit- 
ney division.  Right  now  GE's  division 
has  only  6%  of  the  market  for  com- 
mercial jet  aircraft  engines;  United 
has  90%  and  Rolls-Royce  most  of  the 
rest.  Rut  Neumann  hopes  to  be  up  to 
25%  within  five  years— with  much  of 
the  gain  coming  from  United's  hide, 
since  the  overall  market  isn't  growing. 

Neumann's  hopes  are  based  heavily 
on  his  giant  CF6  engine.  The  engine 
is  in  McDonnell-Douglas  DC-lOs,  a 
fast-selling  plane.  Neumann  also  has 
sold  the  engine  for  the  European  air- 
bus, the  A330R  now  in  flight  test.  It 
is  going,  too,  into  an  advanced  model 
of  Roeing's  747.  The  engine's  chief 
feature  is  a  high  bypass  fan  which 
permits  fuel  savings  of  25%  compared 
with  earlier  jets. 

If  he  gets  to  25%  or  even  close  to 
it,  this  will  be  a  real  triumph  for  Neu- 
mann. It  was  he  who  persuaded  the 
GE  board  to  put  $200  million  into  de- 
veloping the  engine.  It  was  not  an 
easy  decision  for  the  board.  A  decade 
earlier,  GE  had  taken  a  $90-million 
bath  trying  to  challenge  United's  su- 
premacy. GE  had  the  misfortune  to 
marry  its  engine  to  General  Dynamics' 
ill-fated  Convair  880  and  990;  only 
100  planes  were  sold.  United  Aircraft 
ended  up  supplying  engines  and  their 
expensive  spare  parts  to  several  gen- 
erations of  Roeing  airliners. 

It  was  after  this  setback  that  Neu- 
mann was  made  head  of  the  division. 
He  kept  it  profitable  on  its  big  and 
profitable  defense  business,  chiefly  the 
J79  engine  (which  powers  the  F-4 
Phantom,  among  other  planes). 

"After  the  Convair  experience," 
Neumann  says,  "we  laid  low  in  com- 
mercial engines  until  we  had  some- 
thing real  good  again."  Meaning,  of 
course,  the  CF6. 

If  Neumann  is  right,  he  should  be 


quite  a  hero  at  GE  headquarters.  He 
talks  of  selling  a  minimum  of  2,000 
CF6s.  So  far,  375  engines  have  been 
shipped  from  the  Evendale,  Ohio 
plant,  which  puts  Neumann  half  way 
to  his  break-even  point  of  750  en- 
gines. From  750  engines  onward,  the 
CF6  will  generate  huge  amounts  of 
gravy.  How  much  gravy?  Well,  the 
engine  division  last  year  grossed  $850 
million  and  an  estimated  $25  million 
net.  Neumann  expects  sales  to  be  at 
$1  billion  within  a  few  years.  If,  on 
that  volume,  Neumann  can  get  profits 
even  up  to  GE's  company-wide  level, 
he  will  be  contributing  $50  million  a 
year  to  corporate  profits,  double  last 
year's  level. 

Twenty-Year  Cycle 

Before  that  day  comes,  however, 
Neumann  will  be  back  asking  GE's 
board  for  more  money.  That's  the  na- 
ture of  this  business.  Even  though  the 
CF6  will  have  an  expected  life  of 
approximately  20  years  for  GE,  Neu- 
mann must  be  thinking  ahead  to  the 
product  his  division  will  be  marketing 
in  the  1980s. 

"It  takes  five  years  to  develop  a 
new  jet  engine  today,"  says  Neumann, 
himself  an  engine  designer,  "five  years 
to  introduce  it  and  ten  years  to  get  the 
gravy."  If  General  Electric  is  really 
going  to  sit  on  Pratt  &  Whitney,  it 
has  to  be  on  top  with  the  next  gen- 
eration of  commercial  engine.  This 
would  be  the  so-called  22,000-pound 
thrust  or  ten-ton  engine. 

To  some  aviation  buffs,  the  ten-ton- 
ner  may  seem  like  a  step  backward. 
It  will  have  less  thrust  than  the  CF6, 
but  it  is  to  be  cleaner,  quieter  and 
more  reliable.  It  probably  will  be  the 
airliner  workhorse  of  the  1980s  and 
!  090s,  with  a  potential  market  of 
>10  billion.  Hut  no  engine  maker  has 
yet  been  able  to  begin  its  actual 
development. 


GE  already  has  lost  one  important 
round  on  the  ten-tonner.  The  State 
Department  has  shot  down  its  plan 
to  develop  and  build  the  engine  with 
SNECMA,  France's  state-owned  en- 
gine company.  State  based  the  turn- 
down on  vague  "national  security  and 
foreign  policy  reasons,"  but  possibly 
fear  of  a  French  commercial  coup 
was  uppermost  in  the  Department's 
mind.  Neumann's  plan  was  to  build 
half  of  the  engines  here  with  French 
parts  and  half  in  France  with  General 
Electric  parts.  Since  the  European 
airliner  market  is  expanding  much 
faster  than  the  U.S.',  Neumann  figured 
it  wouldn't  take  long  to  come  out  well 
ahead  on  the  deal. 

Rut  not  even  Neumann  is  asking 
GE  to  go  it  alone  on  the  engine,  whose 
estimated  development  cost  is  another 
$500  million.  "The  costs  of  develop- 
ing a  new  engine  to  really  get  reli- 
ability are  now  beyond  the  resources 
of  any  private  company,"  says  he. 

As  an  alternative  to  the  GE- 
SNECMA  deal,  Rritain's  Rolls-Royce 
is  trying  to  put  together  an  engine 
consortium  with  French,  German, 
Swedish,  Italian  and  Belgian  manu- 
facturers. "The  U.S.  has  come  to  a 
clear  choice,'"  complains  Neumann. 
"Do  we  want  half  of  this  market?  Or 
do  we  want  nothing?  ' 

GE  doesn't  believe  all  its  options 
are  closed  with  the  ten-tonner.  The 
State  Department's  decision  is  expect- 
ed to  be  appealed  to  the  President. 
But  GE  is  treading  on  thin  ice  since 
the  core  of  the  engine  will  come  from 

a    portion,    although    an    unclassified 
one,   of   the    H-l    bomber   engine    it    is 
developing. 
Gerhard    Neumann    has    put    GE 

hack    into   the   running   in   eoiniiiin  lal 

jet  engines,  This  determined  man  who 
often  summons  his  managers  for 
breakfast  meetings  won't  give  up  just 
when  he's  starting  to  pull  ahead.  ■ 
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Paradise  Lost? 

Soft-drink  bottling  is  one 

of  the  nation's  most  profitable 

distribution  systems.  Now 

the  system  is  being  challenged. 

It  may  well  be  destroyed. 

Soft  drinks  have  created  more  mil- 
lionaires than  has  oil.  Coca-Cola  alone 
has  created  hundreds.  These  are  the 
bottlers,  and  they  have  amassed  great 
wealth,  not  only  because  bottled  soft 
drinks  are  a  $5-billion  business  but 
also  because  of  the  system  under 
which  they  are  franchised.  The  soft- 
drink  manufacturers  like  Coca-Cola, 
PepsiCo,  Royal  Crown,  7-Up  and  Dr 
Pepper,  who  produce  the  vital  es- 
sence, give  each  bottler  exclusive 
rights  in  his  territory.  No  other  bottler 
of  the  same  drink  is  permitted  to  com- 
pete with  him. 

It's  a  lovely  system  which  has  ex- 
isted for  60  years,  lovely  for  the  manu- 


One  soft-drink  bottler  that  isn't 
particularly  excited  about  the  FTC 
complaint  is  The  Coca-Cola  Bot- 
tling Co.  of  New  York.  "You  can 
say  we're  concerned,  but  we're  not 
overly  concerned,"  declares  Presi- 
dent Charles  Millard.  The  reason: 
Coke  New  York  is  already  such  a 
giant.  "It's  not  worth  our  while  to 
acquire  small  bottlers  anymore, 
but,  if  the  exclusive-territory  sys- 
tem is  made  illegal,  we  may  have 
to  make  acquisitions  just  to  protect 
ourselves."  And,  of  course,  that 
won't  be  difficult.  Without  exclusiv- 
ity, the  smaller  companies  will  be 
going  cheap. 

*  Coke  New  York  is  far  and  away 
the  largest  soft-drink  bottler  in  the 
U.S.,  with  sales  last  year  of  approxi- 
mately $180  million.  Its  nearest 
competitor  is  Coke  Bottling  of  Los 
Angeles,  which  had  sales  of  just 
over  $100  million,  while  the  rest 
of  the  more  than  900  holders  of 
Coca-Cola  franchises  were  very 
lucky  to  get  sales  of  much  more 
than  $20  million. 

The  company's  growth  has  been 
phenomenal,  surprising  even  Mil- 
lard. In  1968,  when  sales  were  $74 
million,  he  predicted  they  would 
reach  $100  million   this  year.  This 


facturers  and  the  bottlers,  that  is.  A 
typical  bottler  can  look  for  a  21% 
pretax  return  on  every  dollar  of  in- 
vested capital.  The  bottling  industiy 
as  a  whole  has  invested  capital  of 
$15    billion,    but    the    market    value 


Watching  and  Waiting 


is  nearly  twice  as  great.  The  reason 
is  what  Coca-Cola  Vice  President  Lu- 
cien  Smith  calls  "the  critical  equity— 
the  exclusive  franchise." 

Supermarket     chains,     which     ac- 
count for  50%  of  all  bottled  soft-drink 


Millard  of  Coke  N.Y. 


year  they'll  probably  double  that. 

Aside  from  Coca-Cola,  Coke  New 
York  bottles,  cans  and  sells  other 
Coca-Cola  products  like  Fresca, 
Tab,  Sprite  and  Fanta.  It  has  ex- 
clusive rights  to  a  three-state  area, 
including  parts  of  New  York,  New 
Jersey  and  Connecticut. 

Millard,  40,  who  became  presi- 
dent in  1967,  saw  the  advantages 
of  this  muscle,  and  in  1969  and 
1970  acquired  two  smaller  bottlers. 
In  1970  he  also  acquired  a  fran- 
chise to  bottle  and  sell  Dr  Pepper 
within  almost  the  same  perimeters 
as  the  Coke  franchise. 

Later,  Coke  New  York  expanded 
beyond  the  soft-drink  market  to 
acquire  Mogen  David  Wine  Corp., 
with  its  nationwide  distribution  net- 
work. Then  it  went  a  step  further 
and  picked  up  Igloo  Corp.,  which 
makes  picnic  equipment  like  porta- 
ble coolers  for  soft  drinks. 

Coke  New  York's  earnings  have 
kept  pace  with  its  growth,  going 
from  $4.9  million  after  taxes  in 
1968  to  over  $9  million  last  year. 
Despite  two  2-for-l  splits  since 
1970,  earnings^per  share  last  year 
registered  an  estimated  8%  gain. 

No  wonder  Millard  isn't  overly 
concerned  about  the  FTC. 
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/  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these 
securities.  The  offer  is  made  only  by  the  Prospectus. 


New  Issue 


January  10, 1973 


200,000  Shares 


SERVICES,  INC. 


Common  Stock 

(par  value  $.01  per  share) 


Price  $10  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  the  undersigned  or  selected 
dealers    only   in    St.ites    where   these   securities   may   be   legally   offered. 


Shaskan  &  Company 

Incorporated 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


January  10, 1973 


420,000  Shares 


(*w)  General  Automation,  Inc. 

Common  Stock 


Price  $47  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the 
undersigned  as  may  lawfully  offer  these  securities  in  this  State. 


Reynolds  Securities  Inc. 


Bateman  Eichler,  Hill  Richards 

Incorpo 

The  First  Boston  Corporation 


Blyth  Eastman  Dillon  &:  Co. 

Incorporated 

duPont  Glore  Forgan  Goldman,  Sachs  &  Co.  Kidder,  Peahody  fc  Co. 

Incorporated  Incorporated 

Lehman  Brothers      Loch,  Rhoades  &  Co.      Paine, Webber,  Jackson  8c  Curtis 

Incorporated  pomted 

Smith.  Barney  &  Co.        White, Weld  &  Co.        E.  F.  Hutton  &  Company  Inc. 

Incorporated  Incorporated 


sales,  have  railed  against  the  system 
for  years  because  it  prevents  them 
from,  using  their  huge  buying  power 
to  bring  down  prices.  The  Federal 
Trade  Commission  estimates  that  ex- 
clusivity costs  the  consumer  about 
$250  million  a  year.  How  accurate 
this  estimate  is  nobody  can  say,  but 
that  27%  profit  before  taxes  gives  it 
some  plausibility. 

&Iow  the  FTC  is  challenging  the 
system,  charging  that  it  violates  the 
antitrust  laws.  The  FTC  wants  to  do 
nothing  less  than  prohibit  the  soft- 
drink  manufacturers  "from  limiting,  al- 
locating or  restricting  the  territory, 
persons  or  class  of  persons  to  whom 
.  .  .  bottlers  may  sell." 

Counterattack 

Naturally,  the  soft-drink  manufac- 
turers and  the  bottlers  are  fighting 
back  to  preserve  the  system  that  has 
served  them  so  well  in  the  past.  The 
lobbying  already  is  frantic.  It  has  re- 
sulted in  over  100  bills  in  the  House 
and  Senate  to  exempt  the  soft-drink 
industry  from  the  antitrust  laws. 
None  of  these  bills  is  likely  to  get 
through  Congress,  however,  since  ex- 
empting a  particular  industry  from  the 
antitrust  laws  obviously  would  set  an 
awkward  if  not  dangerous  precedent. 
The  chances  are  good,  therefore,  that 
the  crucial  battles  will  be  fought  in 
the  courts. 

If  the  FTC  gets  its  way,  the  small- 
er bottlers  will  be  badly  hurt.  The 
big  bottlers  will  simply  invade  then- 
territories  and  drive  thern  from  busi- 
ness. Until  now,  the  smaller  bottlers 
have  been  able  to  sell  their  franchises 
to  bigger  bottlers  (there  is  nothing  to 
prevent  a  company  from  owning  more 
than  one  franchise),  and  they  have 
been  doing  so.  From  4,208  compa- 
nies ten  years  ago,  the  industry  is 
down  to  2,790  today.  But  if  the  FTC 
view  prevails,  who  would  buy  their 
franchises?  Says  Coca-Cola's  Smith: 
"In  the  absence  of  exclusive  territories, 
there  would  be  little  incentive  for  a 
neighbor  to  pay  for  something  he 
could  take  for  nothing.  Many  bottlers 
would  be  wiped  out." 

Wouldn't  the  big  bottlers  profit? 
Says  Charles  Millard,  president  of  the 
Coca-Cola  Bottling  Co.  of  New  York 
{see  box);  "There  are  people  in  our 
Organization  who  think  this  will  work- 
in  our  advantage."  However,  the  big 
bottlers  are  going  along  with  the  small 
bottlers  lor  the  moment  because  they 
Fear  the  economic  clout  of  the  su- 
permarket chains. 

How  the  battle  will  turn  out  is  an) 

body's  guess.  It's  certainly  a  lead-pipe 
cinch  to  end  in  the  Supreme  ( lourt 
For  it's  truly  a  battle  of  giants:  the 
soft-drink  industry  is.  the  FTC  and 
the  supermarket  chains.  ■ 
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As  We  See  it 


An  Interview  with 

Dr.  Armand  Thieblot  and  Ronald  Cowin 

Feeding  the  Hand  That  Bites  You 


Next  time  you  are  inconvenienced  by  a  strike,  ponder  this:  As  a  citizen 
you  may  condemn  the  strike,  but  as  a  taxpayer  you  probably  are  sub- 
sidizing it.  This  is  bad  enough,  but  even  worse  is  the  probability  that 
welfare  payments  to  strikers  are  threatening  to  undermine  the  whole  sys- 
tem of  collective  bargaining.  Forbes  recently  interviewed  two  experts  on 
the  subject,  Dr.  Armand  Thieblot  of  the  University  of  Maryland  and 
Ronald  Cowin  of  the  Wharton  School. 


What's  so  bad  about  strikers  collect- 
ing welfare? 

Thieblot:  Leo  Perlis,  the  director  of 
the  AFL-CIO's  Community  Services 
Activities,  has  told  us  that  public  aid 
was  a  much  more  important  source 
of  strike  support  than  was  the  union 
strike  fund.  But  strike  support  should 
be  J3.  union  responsibility. 


Thieblot  of  U.  of  Maryland 


When  you  say  welfare,  exactly 
what  do  you  mean?  What  benefits  are 
available  to  strikers? 

Thieblot:  The  three  principal  pro- 
grams we're  concerned  with  are  food 
stamps,  Aid  to  Families  with  Depend- 
ent Children  and  unemployment  com- 
pensation. Food  stamps  and  AFDC 
are  relatively  easily  available,  and 
while  unemployment  compensation  is 
technically  allowed  only  in  Rhode  Is- 
land and  New  York,  loopholes  allow 
strikers  to  get  it  in  other  states.  For 
example,  in  one  state,  if  a  striker  takes 
a  temporary  job  and  is  then  laid  off 
he  can  claim  unemployment  compen- 
sation because  of  the  second  job. 

Cowin:  And  once  a  striker  qualifies 
for  one  form  of  welfare  assistance, 
he  can  get  other  aid,  such  as  free 
emergency  repairs  to  his  house,  new 
appliances  and  medical  treatment, 
such  as  dental  work,  under  Medicaid. 
We  found  a  case  where  a  welfare 
agency  bought  a  new  refrigerator  for 
a  striker  because  the  freezer  in  his 
old  one  wasn't  large  enough  to  stock 
all  the  food  he  got  with  his  food 
stamps.  One  thing  leads  to  another. 

How  much  money  are  we  talking 
about  here? 

Cowin:  A  striker  who  plays  all  of  his 
options  in  an  average  way  should  be 
able  to  collect  some  $350  worth  of 
benefits  a  month.  That  translates  to 
an  hourly  equivalent  of  $2.02,  com- 
pared with  the  average  wage,  after 
deductions,  in  all  private  U.S.  em- 
ployment of  $2.61  in  1971.  The  cost 
of  this  welfare  strike  aid  was  $1  mil- 
lion per  strike  day  in  1970,  and  the 
total  will  come  to  more  than  $320 
million  this  year. 

Thieblot:  It  could  reach  half  a  bil- 
lion dollars  within  the  next  two  years. 
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Cowin  of  Wharton  School 

Why  are  you  so  alarmed? 

Thieblot:  Because  such  assistance  is 
a  massive  threat  to  the  collective  bar- 
gaining system.  Because  unions  don't 
have  to  finance  their  own  strike  bene- 
fits as  much  as  in  the  past,  the  pro- 
pensity to  strike  is  greater.  Welfare 
takes  away  some  of  the  pain  of  being 
on  strike,  so  strikes  tend  to  last  longer. 
And  the  average  consumer  is  being 
slammed  in  two  or  three  ways  by  this. 
He  pays  for  the  welfare.  Then  the 
strike  is  longer  and  costs  more  to  set- 
tle, so  prices  go  up  without  a  cor- 
responding  increase   in    productivity. 

How  exactly  does  it  threaten  the 
collective  bargaining  system? 

Thieblot:  The  collective  bargaining 
system  depends  on  negotiation  be- 
tween the  parties,  and  if  they  reach 
an  impasse,  they  engage  in  economic 
warfare— a  strike— to  see  who  will  pre- 
vail. If  one  side  is  shielded  from  the 
effects    of    the    strike,    naturally    the 
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Association  with  the 
Whitney  Harris 
Financial  Opportunities 
Group  entitles  you  to: 

■  Borrow  up  to  $10,000 
within  24  hours 

■  Discreet  and 
confidential 
handling 

■  Flexible  repayment 
schedules  and 

full  prepayment 
privileges. 

Transactions  are  by  personal 
mail  and  nationwide. 

For  particulars  write: 

Mr.  G.  W.  Murphy 
7001  First  Security  Building 
Salt  Lake  City,  Utah  84111 
or  call  toll  free:   800-453-9100 


Whitney 
5     Harris 
%    Financial 

Opportunities 

Group 

Established  and 
capitalized  by 

ITT 

International  Telephone 
and  Telegraph  Corporation 


BOOK  PUBLISHING 

who  will  survive? 


Those  who  take  advantage  of  the  funda- 
mental manufacturing  and  marketing 
changes  sweeping  through  this  industry. 

Competition  will  simply  be  too  ferocious 
to  permit  anything  but  the  most  enlight-. 
ened  and  precise  advance  planning. 

An  important  new  study  (published  this 
month)  will  help  publishersand  their  sup- 
pliers identify  and  plan  for  this  decade's 
major  opportunities.  Fourteen  vital  areas 
covered.  It  isentitled  THE  NEW  DYNAM- 
ICS  OF  BOOK  PUBLISHING,  An  Anal- 
ysis of  Trends  1967  to  1980.  It  is  solidly 
packed  with  facts  and  figures  a  decision- 
maker must  have  to  meet  the  challenge  of 
the  '70's.  It  will  be  of  particular  interest  to 
publishers,  paper  suppliers,  printers,  in- 
vestors, market  analysts  and  all  others 
with  a  direct  interest  in  books. 

Over  six  months  were  required  to  com- 
plete the  study  by  the  well-known  pub- 
lishers' consultants,  J.S.  Eliezer  Associ- 
ates, Inc.  A  prospectus  is  available  which 
fully  describes  it.  To  receive  a  copy,  just 
fill  out  the  coupon  below  and  attach  it  to 
your  letterhead.  There  is  no  obligation  on 
your  part.  To  illustrate  the  study's  value 
in  more  concrete  terms,  we  will  enclose  a 
sample  page  from  the  first  press  run. 


J.S.  Eliezer  Associates,  Inc.,  Pub.  Div.  A-8 
230  Park  Avenue,  New  York,  N.Y.  10017 


Name 


Address 


As  We  See  It 


strike  mechanism  fails,  and  so  does 
the  system.  The  system  is  now  out  of 
balance  because  the  Federal  Govern- 
ment, through  the  welfare  system,  is 
providing  a  massive  shield  against  the 
effects  of  the  strike  on  the  side  of 
the  union. 

And  if  the  balance  is  not  redressed? 

Thieblot:  Either  compulsory  arbitra- 
tion, or  the  Government  will  be  pres- 
sured into  providing  economic  benefits 
on  the  employers'  side,  such  as  spe- 
cial tax  benefits  to  struck  companies, 
or  an  insurance  pool,  or  low-inter- 
est loans. 

Cowix:  Unions  seemed  quite  capable 
of  carrying  out  their  function  to  bar- 
gain collectively  before  the  mid-Six- 
ties without  public  support.  The  use 
of  welfare  by  strikers  is  a  relatively 
new  phenomenon,  brought  about  by 
the  loosening  of  the  rules  of  some 
programs,  and  a  change  in  attitude 
toward  welfare.  You  don't  see  unions 
increasing  their  strike  benefits  any- 
more, they  don't  have  to.  They  turn 
around  and  say  they  don't  have 
enough  money  to  provide  strike  aid, 
yet  the  United  Auto  Workers  paid 
out  $23  million  in  salaries  for  staff 
workers  in  1970,  the  year  of  the  Gen- 
eral Motors  strike.  The  decision  now 
is,  do  we  want  to  support  strikers 
with  public  monies,  or  do  we  want 
to  preserve  our  labor  system? 

How  did  management  let  this  situa- 
tion develop? 

Thieblot:  In  the  labor  area,  industry 
is  at  a  disadvantage.  Its  people  are 
less  sharp,  less  skilled,  less  practised. 
Industry  does  its  homework  less  well, 
and  provides  less  support  to  its  labor 
relations  people.  Managements  think 
about  labor  relations  once  in  three 
years,  while  unions  work  at  labor  re- 
lations every  day. 

Co  win:  I  know  of  cases  where  union 
officials  met  with  welfare  directors 
months  before  a  strike  and  knew  ex- 
actly what  benefits  were  available 
when  they  went  on  strike.  And  they 
made  sure  that  the  members  knew 
what  benefits  were  available. 

f 

What  can  managements  do?  * 

Thieblot:  They  can  make  themselves 
more  aware  of  what's  going  on,  they 
can  lobby  for  legislation  to  change 
the  situation  and  they  can  give  their 
labor  relations  men  more  support. 
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WELFARE'S 
STRIKE  FUND 

Once  Labor  realized  it  could  tap 
welfare's  pot  of  gold  in  the  mid- 
Sixties,  time  lost  through  long 
strikes  of  over  60  days  soared. 
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SOURCE:  "HANDBOOK  OF  LABOR 
STATISTICS''  (U.S.  DEPT.  OF  LABOR). 


Co  WIN:  They  can  support  others  who 
are  lobbying  for  changes,  and  help  to 
make  the  public  aware  by  speaking 
out  against  this  abuse.  I'm  also  in  fa- 
vor of  more  agreements  such  as  the 
airline  industry  plan  for  sharing  rev- 
enues with  a  struck  company.  This 
revenue-sharing  approach  deserves 
more  consideration  from  both  indus- 
try and  labor  because  the  public 
doesn't  pay  for  it.  There  is  nothing 
to  prevent  unions  from  sharing  strike 
funds,  though  industry  might  run  into 
antitrust  questions. 

Thieblot:  The  food  stamp  program 
will  have  to  be  modified  by  Congress, 
since  court  attempts  to  make  strikers 
ineligible  have  failed.  Unemployment 
compensation  will  have  to  be  changed 
on  a  state-by-state  basis.  Aid  to  I'ani 
ilies  with  Dependent  Children  could 
be  changed  by  administration  redef- 
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MOSCOW  to  MOSCOW 

America's  wheat  is  making  a  historic  turnaround 


Santa  Fe 


1,000  additional,  100-ton 
covered  hoppers  are  now  being 
completed  to  give  Santa  Fe  11,000 
of  these  giant  cars  to  help  move 
export  wheat  to  Russia 


Inspectors  checking 

new  hoppers  at  car 

builder's  plant 

Santa  Fe  pioneered 

the  useot  these 

giant  100-ton 

covered  hoppers  for 

moving  wheat  and 

other  bulk 

commodities  and 

has  the  largest  fleet 

in  the  rail  industry. 


Trough  hatches 
extending  the  length 
of  car  rool  permit 
loading  in  about 
12  minutes.  Cars  can 
be  unloaded  in  less 
than  three  minutes. 


Cars  at  dock 
facilities  for 
transloading  wheat 
to  elevator  and  ship. 


The  history  of  wheat  on  the  Santa  Fe  started  back  in  the 
1870's.  At  that  time, the  railway  sent  representatives  to 
Europe  with  a  view  in  mind  of  winning  settlers  to  Kansas. 

Through  their  efforts,  the  Mennonites  emigrated  from  Russia 
in  1874  and  brought  with  them  a  few  sacks  of  wheat— red 
wheat— that  thrived  and  transformed  the  Midwest  and  parts 
of  the  Southwest  into  the  breadbasket  of  the  world. 

Today,  one  of  the  cities  not  far  from  the  center  of  the  wheat 
belt  on  the  Santa  Fe,  carries  the  name  of  Moscow,  Kansas. 

Now,  the  same  type  of  wheat  brought  to  America 

by  the  Mennonites  from  Russia  is  going  back. 

It  is  part  of  the  400  million  bushels  of  wheat  being 

sold  to  the  Soviet  Union.  Santa  Fe's  giant  hopper  cars  are 

moving  it.  The  company  that  helped  bring  wheat  to  this 

country  is  now  moving  it  out,  100  years  later. 

From  Moscow  and  all  across  Kansas,  Oklahoma  and  Texas 
to  Moscow  and  the  vast  areas  of  Russia.  Quite  a 
historic  turnaround. 


THE  ATCHISONTOPEKA  AND  SANTA  FE  RAILWAY 


Moving  huge  volumes  of 
wheat  requires  coordination 
and  cooperation 

"Export  movements  require  the  greatest 
teamwork  between  railroads,  port 
authorities  and  exporters  in  the ._ 
scheduling  of  railroad  shipments  to 
coordinate  with  the  movement  ot 
sea-going  vessels.  The  current  wheat 
export  program  puts  this  teamwork  to 
the  test,  and  the  Santa  Fe  is  prepared  to 
work  closely  with  its  customers  to 
handle  this  transportation  challenge 
successfully—" 


J£J£J- 

/  /         President-Santa  Fe  Railway 


A  SANTA  FE  INDUSTRIES  COMPANY 


this  new  palm-sized 
machine  may  be 
the  greatest 
breakthrough 
in  dictating 
equipment  since 
the  invention  of 
magnetic  tape 


We  don't  have  to  sell  you  on  the  convenience 
or  necessity  of  dictating  equipment.  But,  most 
dictating  equipment  is  desk-bound  and  so 
called  "portable"  machines  are  often  cumber- 
some and  heavy,  have  bad  reproduction,  use 
non-standard  tapes  of  short  capacity  and  are 
limited  in  features  and  performance. 

But  Murac  Micromatic  is  different  and  better. 
It  is  a  complete  breakthrough  in  design  and 
engineering  and  has  features  and  performance 
never  before  seen  in  any  portable  equipment. 

First  of  all,  the  Murac  Micromatic  is  light  and  small.  It  weighs  just  20  oz.  and  measures  5V2X 
3V2XIV2".  It  fits  easily  in  the  palm  of  your  hand  and  you  can  comfortably  carry  it  in  your 
pocket  or  on  your  wrist. 

It  has  the  clarity  and  fidelity  that  you'd  expect  in  a  fine  concert  recorder.  This  performance 
is  assured  by  its  built-in  condenser  microphone,  wow/flutter  of  less  than  0.3%,  frequency 
response  of  150  to  8,000  Hz.,  and  dynamic  speaker  with  400  mW  output. 

And  here  is  the  operational  breakthrough  that  distinguishes  the  Murac  Micromatic:  it  is  a 
one-button  instrument.  Yes,  one  button  does  it  all-recording,  playback,  fast  forward  or 
rewind.  Even  to  pause  temporarily  in  recording  or  playback,  is  done  with  a  hold  button  and 
with  just  one  finger. 

Naturally,  the  Murac  Micromatic  uses  standard  1  or  2  hr.  tape  cassettes  available  anywhere. 
It's  great  for  taping  lectures  and  conferences.  Its  built-in  3-digit  counter  lets  you  locate  any 
segment  of  the  tape  fast  and  accurately. 

With  the  Murac  Micromatic  you  may  use  any  standard  cassette  tape  player  for  transcription. 
No  need  to  tie  up  the  machine  itself  or  use  specialized  transcribing  equipment.  When 
traveling,  just  dictate  and  mail  your  tape.  Naturally,  if  you  prefer,  you  can  use  the  Murac 
Micromatic  itself  for  transcribing. 

This  remarkable  instrument  is  simply  loaded  with  features.  Here  are  some  others:  ■  Built-in 
battery  charger  ■  Built-in  IC  line  amplifier  for  perfect  recording  any  time  ■  Easy-load  pop-up 
cassette  door  ■  Built-in  battery  strength  meter  ■  Built-in  recording  level  guide.  Input  jack 
for  remote  control  mike.  Output  jack  for  earphones  or  speaker  ■  AC  adapter  for  playing  through 
AC  outlets  ■  Uses  four  standard  or  rechargeable  batteries. 

The  best  surprise,  perhaps,  about  the  Murac  Micromatic  is  the  price:  it's  just  $99.95.  Com- 
pare thh  value  with  other  recorders  selling  for  $150  or  more. 

Standard  equipment  for  the  Murac  Micromatic  is:  ■  the  AC  adapter  ■  earphone  ■  set 
of  four  batteries  ■  one  blank  cassette  ■  vinyl  carry  case  with  lanyard. 

The  Recording  Accessory  Kit  contains:  deluxe  fitted  carry  case  with  hand/shoulder  strap, 
remote  microphone,  cigarette  lighter  adapter  for  car  use,  six  blank  cassettes  with  index 
cards  and  four  rechargeable  batteries. 

The  Transcribing  Accessory  Kit  contains:  foot  pedal,  twin  ear  set  and  telephone  pick-up. 
Order  the  Murac  Micromatic  system  in  full  confidence  and  add  hours  of  efficiency  to  your 
every  workday.  We  give  you  a  two-week  unquestioned  return  privilege  and  one-year  guar- 
antee for  parts  and  workmanship  (we  repair  free,  only  charge  for  postage  and  insurance). 

Please  send  me:    Q  Standard  Murac  Micromatic    S99.95 

□  Recording  Accessory  Kit    S29.95  □  Transcribing  Kit    $19.95 

□  My  check  for  this  amount  (Calif,  deliv-  add  tax),  plus  $2.  for  post,  and  insur ..  is  enclosed. 
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As  We  See  It 


inition  of  what  is  an  unemployed  par- 
ent, to  eliminate  the  striker. 

Tampering  with  welfare  spells  po- 
litical extinction  to  any  officeholder. 

Tjiieblot:  Not  necessarily.  An 
amendment  to  eliminate  food  stamps 
for  strikers  came  within  nine  votes  of 
passing  last  year,  and  Representative 
Robert  H.  Michel  of  Illinois  who  pro- 
posed it  was  reelected  in  November. 
The  amendment  will  probably  be 
brought  up  again  this  year. 

This  is  one  of  the  heaviest  years 
for  labor  negotiations  for  some  time. 
What  do  you  see  as  the  scenario  on 
the  labor  front? 

Thieblot:  This  will  be  one  of  the 
heaviest  strike  years  in  many  years 
for  a  couple  of  reasons.  First,  there 
are  a  good  number  of  major  con- 
tracts falling  due,  and  second,  over 
the  past  two  years  there  were  a  num- 
ber of  short  contracts  written  because 
of  the  wage  controls.  I'd  guess  that 
there  are  between  4.5  million  and  5 
million  people  covered  by  contracts 
up  this  year,  and  of  these,  3  million 
will  go  on  strike. 

What  about  the  pattern  of  the 
strikes,  will  they  be  longer? 

Co  win:  There  is  a  tendency  for  them 
to  be  longer.  But  if  managements  look 
at  the  magnitude  of  the  welfare  sup- 
port unions  get,  they  may  decide  they 
can't  win  and  settle  quickly.  The 
point  is,  whether  long  or  short,  the 
settlements  will  be  more  expensive 
than  if  there  were  no  welfare  aid. 
More  unions  are  await-  of  welfare 
today  than  in  1970. 

Thieblot:  Phase  3  has  taken  the  lid 
off.  There  is  a  great  deal  of  pent-up 
demand  and  it's  going  to  come  out. 
Some  industries  which  are  poor  la- 
bor negotiators,  such  as  the  steel  in- 
dustry, are  probably  quite  unhappy 
seeing  the  controls  lifted  because  they 
were  using  them  as  a  crutch.  Now 
they're  really  going  to  be  on  the  grid- 
dle facing  smarter  unions  which  are 
more  able  to  stand  the  pain  of  a 
strike.  Last  July  I  told  a  group  ol  ex 
ecutives  in  San  Francisco  that  they 
only  had  a  year  to  save  the  collective 
bargaining  system.  Eveiy  year  that 
goes  by,  certainly  every  strike  that 
goes  by  in  which  strikers  receive  wel- 
fare aid,  makes  the  precedenl  harder 
to  break,  and  makes  it  harder  to  save 
the  system.  Time  is  running  out.   ■ 
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Are  your  pension  funds 

musclebound? 


One  of  the  problems  of  choosing 
a  pension  manager  big  enough 
and  strong  enough  to  do  the  job 
is  that  he  might  be  musclebound 
—stiff,  inflexible,  unable  to  make 
decisions  with  agility. 

It  won't  happen  with  Man- 
ufacturers Hanover. 

We're  big  enough  to  take  on 
any  size  retirement  fund.  But  we 
don't  let  our 
selves  get 
cramped  by 
a  rigid  com- 
mittee sys- 
tem. 

The  port- 
folio manager  of 
your  fund  works  directly 
with  you  to  achieve  invest- 
ment objectives.  He  ex- 
ercises broad  portfolio 
discretion  within  policy 
guidelines  agreed  upon  by 
you.  Thus,  he  is  able  to 
move  quickly  on  your 
behalf —with  all  the 
backup  of  a  700-mem- 


ber  trust  organization. 

And  this  way  of  working 
works.  Comparisons  of  the  aver- 
age annual  investment  perform- 
ance record  of  40  retirement 
funds  managed  by  Manufac- 
turers Hanover,  show  that  for  a 
period  extending  over  the  past 
five  years,  including  the  first 
nine  months  of  last  year,  we  out- 
performed the 
S&P500 
and  the  D-J 
Industrials, 
consistent- 
ly and  sub- 
stantially. 
So  if  you're 
looking  for  a  pension 
fund  manager  that  has 
all  the  financial  strength 
to  handle  your  fund, 
without  being  muscle- 
bound, we'd  like  to  tell 
you  our  story. 
It  could  take  a  lot  of 
the  weight  off  your 
shoulders. 


MANUFACTURERS  HANOVER 


Third  Try 


Can  American  Broadcasting  succeed  in  its  third  comeback 
try  in  a  dozen  years?  The  chances  took  much  better  this  time. 


American  Broadcasting  Cos.  is 
currently  in  its  third  comeback  try 
since  1960.  In  the  1960-61  broadcast- 
ing season  ABC's  television  network 
almost  caught  up  with  RCA's  Na- 
tional Broadcasting  Co.  network  in 
the  prime-time  viewing  ratings  (see 
chart  below),  but  slumped  back  the 
following  year.  In  the  1964-65  season 
it  put  on  another  spurt,  drawing  ahead 
ol  NBC  and  even  with  CBS.  Once 
again  the  gains  proved  temporary. 

This  time,  though,  ABC's  improve- 
ment looks  more  solid.  Broadcasters 
generally  gauge  themselves  in  six 
areas  of  programming:  prime  time 
(7:30  p.m.  to  11:00  p.m.),  Monday- 
through-Friday  daytime,  evening  net- 
work news,  sports,  late  night  and  Sat- 
urday morning  (children's)  program- 
ming. In  its  two  earlier  comeback 
tries,  ABC's  principal  gains  were  in 
prime  time.  In  its  latest  try,  however, 
the  gains  are  in  every  area  except 
one— late-night  programming.  ABC 
has  long  been  the  leader  in  sports. 
Now  it  is  also  No.  One  in  daytime 
programs,  a  strong  second  in  chil- 
dren's programs  and  a  fast-gaining 
third   in   both    news   and   prime-time 


programming   (see  tables  on  p.  50). 

Of  course,  ABC  has  more  than  its 
TV  network.  At  a  time  when  radio  net- 
works seem  to  be  dying,  ABC's  is  one 
of  the  more  profitable.  Its  chain  of 
417  movie  theaters,  the  nation's  larg- 
est, is  extremely  profitable.  It  makes 
good  profits  from  record  manufactur- 
ing, record  rack  jobbing,  publishing 
and  two  scenic  tourist  attractions  in 
Florida  (Silver  Springs  and  Weeki- 
Wachee).  It  is  now  phasing  out  its 
movie  production  business,  which 
lost  $16  million  in  1971  and  about 
$10  million  in  1972.  Its  14  owned- 
and-operated  radio  stations  earned 
about  $8.5  million  in  1972  on  rev- 
enues of  $33  million.  And,  of  course, 
the  company's  five  owned-and-oper- 
ated  television  stations  are  fabulously 
profitable,  earning  some  $36.3  million 
in  1972  on  estimated  revenues  of 
$115  million. 

But  all  these  pale  alongside  the  TV 
network,  which  lost  money  for  a  dec- 
ade and  kept  ABC's  profits  hovering 
marginally  in  the  $1.15  to  $2.60-per- 
share  range.  Since  the  network  makes 
up  more  than  half  of  ABC's  annual 
revenues,  which  jumped  over  12%  to 


about  $850  million  in  1972,  it  has 
tremendous  leverage  on  the  compa- 
ny's total  earnings.  With  the  network 
moving  strongly  into  the  black  for 
the  first  time  in  ten  years  during  1972 
—it  earned  an  estimated  $11  million 
vs.  a  $14-million  loss  in  1971-ABC 
will  probably  double  its  earnings,  to 
around  $4  per  share,  when  the  final 
^1972  figures  are  in. 

The  improvements  came  too  close 
on  the  heels  of  President  Elton  Rule's 
appointment  as  head  of  the  network 
in  1968  to  be  coincidental.  At  that 
point  ABC  had  just  spent  two  years 
trying  unsuccessfully  to  merge  with 
ITT.  "We  had  done  very  little  devel- 
opment during  that  period  and  the 
network  was  in  a  particularly  poor 
third  position,"  says  Rule. 

Rule  set  out  to  improve  across  the 
board,  rather  than  concentrating  in 
just  one  area.  That  meant  scraping  to- 
gether big  money— no  mean  trick  for 
the  last-place  network.  ABC  worked 
out  a  "pay-as-you-telecast"  deal  for 
showing  movies  that  postponed  pre- 
payments of  $52  million.  It  sold  its 
40%  interest  in  Holiday  on  Ice,  Inc. 
plus  several  subsidiaries.  The  company 
nearly  doubled  its  long-term  debt. 

Rule  also  decided  to  build  more 
slowly  than  during  ABC's  earlier  come- 
back attempts,  spacing  his  efforts  over 
three  years.  Slowly  he  built  up  both 
the  number  of  ABC  affiliate  stations 
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THE  PRIME-TIME  RACE 

Twice  before,  ABC  has  almost  caught  up  with  CBS  and  NBC  only  to  fall  back  a  year  later. 
The  gain  could  be  more  solid  this  time. 


-18 


-17 


1960-61  1961-62  1962-63  1963-64  1964-65  1965-66  1966-67  1967-68  1968-69  1969-70  1970-71  1971-72  1972* 


CBS 


ABC  I 


NBC 


NOTE:   National  Nielsen  ratings— percentage  of  total  U.S.  TV  households  tuned  to  each  network. 
Figures  supplied  by  ABC  for  Season  (October-March) 
•  October  1,  1972-January  7.  1973 
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across  the  country  and  the  network's 
everyday  relationships  with  those  af- 
filiates. The  patience  is  being  reward- 
ed. ABC  now  has  176  affiliates  vs. 
146  in  January  1968.  CBS  has  209 
today  against  207  in  1968,  NBC  218 
vs.  207.  What's  more,  thanks  to  in- 
tensive missionary  work,  the  affiliates 
are  showing  more  of  the  network's 
programs.  For  instance,  in  1972  the 
ABC  Evening  News  was  carried  by 
182  stations  which  reach  97%  of  all 
TV  households.  In  1969  it  was  car- 
ried by  120  stations-only  81%. 

Frequently  ABC  started  out  in  a 
secondary  relationship  with  stations 
that  were  affiliated  with  CBS  or  NBC. 
Then  when  it  came  up  with  stunning 
hit  programs,  like  "Marcus  Welby, 
M.D.,"  many  station  owners  would  be 
persuaded  to  switch  over  to  ABC  for 
that  one  program  and  eventually,  per- 
haps, permanently.  "Listen,"  says  I. 
Martin  Pompadur,  Vice  President  of 
ABC  Inc.,  "they're  all  interested  in 
the  bottom  line,  and  if  they  see  ABC 
can  help  that,  they'll  switch." 

Area  by  Area 

But  it  was  the  improvement  in 
ABC's  overall  programming  that 
helped  the  most.  Sports  programs  were 
already  in  great  sh^pe  and  every  year 
have  won  ABC  an  Emmy  award.  It 
had  NCAA  football,  NBA  basketball, 
a  slew  of  important  golf  tournaments 
like  the  U.S.  Open,  plus  shows  like 
the  popular  Wide  World  of  Sports. 
ABC  also  telecast  the  1964  Winter 
Olympics,  both  the  1968  Olympics 
and  the  1972  Summer  Olympics  in  Mu- 
nich. The  Munich  telecasts  cost  ABC 
about  $22  million.  The  devaluation  of 
the  deutsche  mark  and  the  loss  of  ad» 
vertising  when  the  FCC  refused  to 
waive  the  three-hour  limit  on  prime- 
time  programming  put  the  games  some 
$2.5  million  in  the  red. 

But  the  huge  audiences  (an  esti- 
mated 55  million  households  watched 
an  average  of  ten  shows)  and  the 
acclaim  made  the  loss  well  worth- 
while. As  a  result  of  the  1972  Olym- 
pics coverage,  the  network  recently 
won  rights  to  the  1976  Montreal 
Olympics  for  $25  million. 

In  short,  ABC  was  the  sports  net- 
work. Daytime  television  was  a  dif- 
ferent story.  For  15  years  CBS  had 
dominated  daytime;  ABC  was  a  dis- 
mal third.  ABC  couldn't  afford  to 
stand  idle.  "Daytime  is  the  bankroll 
of  the  business,"  says  Rule.  "That's 
where  the  profit  is  made."  It  began 
to  turn  around  for  ABC  in  1969,  when 
it  lured  Monty  Hall's  "Let's  Make  a 
Deal"  game  show  away  from  NBC. 
Using  the  show  as  an  anchor,  ABC 
built  contemporary  game  shows  ("The 
Dating  Game,"  "The  Newlywed 
Game")  and  soap  operas  with  contem- 
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This  announcement  it  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation 
of  an  offer  to  buy  any  oj  these  securities.  The  offering  is  made  only  by  the  Prospectus. 
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1973 

is  our  27th 

consecutive 

year  of  cash 

dividend  payments 


A  quarterly  dividend  of  34?  per  share  on  the 
Common  Stock  will  be  paid  March  13,  1973, 
to  stockholders  of  record  on  February  16, 
1973.  More  than  240,000  stockholders  will 
share  in  our  earnings. 

M.  H.  COVEY,  Secretary 


"Building  Businesses  Is  Our  Business" 

Manufacturing   •   Natural  Gas  Pipelines 
Oil  •  Chemicals  •  Packaging  •  Land  Use 
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porary  plots  and  themes  around  it. 
Ni'BC  did  much  the  same  thing,  and 

both  networks  have  pulled  even  with 
CBS  which  was  coasting  on  its  popu- 
lar old  shows.  Three  months  into  the 
1972-73  season,  ABC  is  clearly  in 
first  plaee,  CBS  in  third. 

Similarly,  CBS  had  been  first  for 
some  time  in  Saturday  morning  chil- 
dren's programming.  "ABC  used  to  be 
Such  a  poor  third  that  they  only  pro- 
grammed because  their  affiliates  made 
them,"  says  Dawson  Nail,  managing 
editor  of  Television  Digest.  "Now 
they're  making  money  on  it."  ABC  is 
now  an  extremely  competitive  second 
in  Saturday  morning  programming, 
while  NBC  is  a  poor  third. 

In  network  news  ABC  has  made 
the  most  dramatic  improvement.  In 
1969-70  it  got  less  than  half  the 
audience  of  the  other  two  networks. 
So  ABC  poured  money  into  the  news 
department.  It  got  Harry  Reasoner 
from  CBS.  CBS  and  NBC  still  can 
command  somewhat  higher  advertis- 
ing prices,  but  ABC's  prices  have  al- 
most tripled,  and  98%  of  its  available 
time  has  been  sold. 

In  prime-time  programming,  Rule 
was  helped  by  the  FCC's  three-hour 
rule.  It  enabled  the  networks  to  re- 
duce the  number  of  poor  shows,  since 
there  was  3/2  hours  less  programming 
to  be  done  each  week.  Also,  the  rule 
reduced  the  number  of  advertising 
minutes  available  by  21  minutes  at  a 
time  when  demand  was  rising.  Even 
the  poorer  shows  sold  better,  a  fact 
which  helped  ABC  most. 

Back-to-Back 

Instead  of  trying  to  spread  his  suc- 
cessful shows  over  seven  nights,  Rule 
decided  to  build  whole  evenings.  He 
put  strong  shows  back-to-back.  The 
result:  In  the  first  part  of  the  1972- 
73  season,  ABC  "won"  three  nights- 
Sunday,  Monday  and  Tuesday— while 
Friday  was  a  toss-up  among  the  three 
networks.  ABC  still  has  a  disaster 
area,  however— Saturday  night.  The 
entire  Saturday-night  programming 
was  replaced  in  January.  ABC  hopes 
to  build  another  night  each  year.  In 
its  programming,  ABC  has  been 
helped  by  the  increased  emphasis  by 
advertisers  on  the  18-49  age  group, 
a  group  ABC  has  been  aiming  at  for 
more  than  ten  years. 

One  thing  ABC  does  have  lots  of 
is  blockbuster  movies,  for  which  it 
has  paid  through  the  nose.  This  sea- 
son it  has  shown  Love  Story  (for 
which  it  paid  about  $3  million  for  four 
telecasts),  Pat  ton  ($2  million  for  one 
telecast)  and  Gold  finger  (S2  million 
for  three  telecasts).  Yet  to  come:  Law- 
rence of  Arabia  and  six  more  James 
Bond  movies.  ABC  expects  all  but  one 
(Patton)  to  be  profitable. 
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Late-night  programming  is  ABC's 
weakest  spot.  Here  NBC  is  clearly  first, 
although,  surprisingly,  CBS  is  a  strong 
second  with  old  movies.  Says  Pompa- 
dur:  "I  frankly  never  thought  old  40- 
run  movies  would  be  successful  in  late 
night.  I  really  didn't.  We  thought 
about  it  and  our  affiliates  said,  'You're 
out  of  your  mind.'  So  we  abandoned 
it.  CBS  took  a  desperate  gamble  and 
they  won."  ABC  recently  replaced  ur- 
bane, witty  and  unviewed  Dick  Cav- 
ett  with  a  quartet  of  shows  of  which 
Cavett's  is  one. 

Rule  was  rewarded  in  early  1972 
when  he  was  elected  president  of 
ABC,  Inc.  Now  he's  turning  his  at- 
tention to  ABC's  other  businesses.  The 
radio  network,  after  a  period  in  the 
red,  is  once  again  profitable.  ABC's 
own  television  and  radio  stations  are 
very  profitable  and  need  little  help. 
Anticipating  a  boom  in  FM  radio, 
the  seven  FM  radio  stations  have  been 
split  off  from  the  AM  stations,  and 
given  their  own  facilities  and  staff,  for 
greater  flexibility. 

But  other  areas  need  looking  at. 
The  production  of  movies  for  theater 
release  was  phased  out  in  1971,  al- 
though the  losses  may  well  continue 
into  1973.  ABC  is  pouring  in  money 
to  beef  up  its  re^rd  and  rack-jobbing 
business,  which  stagnated  in  1972 
with  sales  declining  5%  and  earnings 
more  than  50?.  A  $5-million  modern- 
ization of  the  Silver  Springs  scenic  at- 
traction was  recently  authorized,  and 
ABC  is  thinking  of  improving  Weeki- 
Wachee  as  well.  Indeed,  except  for  the 
heavy  investments,  ABC  earnings 
might  have  been  even  higher  in  1972. 

The  company  is  also  actively  look- 
ing at  new  acquisitions.  It  has  re- 
duced long-term  debt  from  $160  mil- 
lion in  1971  to  $110  million  in  1972. 
Rich  in  cash  and  current  assets,  Gold- 
ciison  and  Rule  arc  looking  at  other 
recreational  areas,  including  hotels. 

Flash  in  the  Pan? 

Can  ABC  keep  it  up?  Hole  and 
Pompadur  point  to  the  profitable  net- 
work and  note  the  strength  is  broad- 
based,  not  just  prime-time.  "Will  we 
slip  back?"  asks  Pompadur.  "Yeah,  we 
may.  But  I  think  we  have  enough  sol- 
id shows  so  that  we're  not  going  to  fall 
apart   as  we   did   in    1961    and    1965." 

The  analysts  are  predicting  earn- 
ings of  $5  to  $5.25  a  share  in  1973, 
and  perhaps  a  similar  gain  in  1974  il 
the  economy  and  advertising  revenues 

hold  up.  But  the  stock  has  neaib 
tripled  in  price  in  just  two  years,  wliieli 
might  suggest  thai  ABC's  prospects 
have  been  discounted  by  the  market. 
Much  now  depends  on  the  success  ol 
diversification  moves,  lint  unquestion- 
ably, ABC's  comeback  chances  look 
belter  this  time.  ■ 
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PUBLIC  UTILITIES  look  lo  AMETEK  engineering 


You  may  know  AMETEK  as  the  world's  largest  pressure  instrument  producer,  or  the 
company  .whose  valves  were  on  every  stage  of  the  Saturn  Apollo,  or  the  people 
who  built  more  than  two  miles  of  critical  cryogenic  ducting  at  Cape  Kennedy. 
When  we  gave  our  engineers  the  go-ahead — and  received  nuclear  "N"  stamp  approval 
for  our  heat  transfer  systems  and  full  range  of  valves — they  used  this  technology 
to  supply  down  to  earth  answers  for  today's  power  problems. 

...to  meet  tomorrow's  power  demands 


A  Controlled  Power:  We 

built  our  first  turbine  power 
valve  more  than  fifty  years 
ago.  Today  we  can  control 
problems  with  Nuclear  "N" 
stamp  valves  from  V2  to  36 
inches  in  diameter  plus  spe- 
ciality valves  to  handle  pres- 
sures up  to  10,000  psi  and 
temperature's  to  1300° 
backed  up  with  engineering 
from  our  breeder  reactor 
valve  research  and  fifty  years 
of  conventional  power  plant 
experience. 

B  Cool  Power:  How  do  you 

handle  gas  at  -260° F?  Ask 
AMETEK;  ducting,  vacuum- 
jacketed  storage,  and  fuel 
systems  for  Liquified  Natural 
Gas  are  just  a  part  of  our 

AMETEK 


cryogenic  go-how.  We  are 
now  designing  gas  cooled 
nuclear  reactor  components 
and  support  systems  for  LNG 
tankers.  And  we  also  build 
the  big  engine  frames  and 
other  sub-systems  for  gas 
turbine  powered  auxiliary 
generating  stations. 

C  Rapid  Transfer:  Our  heat 
exchangers  can  be  found  in 
many  nuclear  and  conven- 
tional power  plants,  reducing 
fluid  temperatures,  maintain- 
ing critical  safety  margins, 
solvrng  a  score  of  cooling 
problems. 

D   Keeping  Cables  Cool: 

Underground  power  cables 


keep  cool  —  and  well  insu- 
lated— connected  to  our  oil 
circulating  or  refrigerating 
stations.  As  temperature 
(and  resistance)  drops, 
power  lines  can  safely  carry 
more  current.  No  engineer- 
ing prototype;  we  are  build- 
ing these  automated,  fully 
AMETEK- instrumented  sys- 
tems today  for  major  electric 
utility  companies. 

E  Temperature,  Pressure 
and  Flow:  AMETEK  meas- 
ures, records  and  controls 
them  with  a  full  line  of  elec- 
tronic and  pneumatic  instru- 
ments. We  know  what 
reliability  means  —  we  have 
been  in  the  instrument  busi- 
ness for  sixty  years. 


F    Re-Volting   Motors:   Our 

circuit-breaker  motors  help 
to  put  you  back  in  operation 
after  an  overload.  Three  ma- 
jor switch-gear  makers  spec- 
ify AMETEK's  reliable  gear 
motors  and  springs  for  this 
job. 


G  Down -to -Earth  Plastics: 

AMETEK's  underground 
components  for  water,  gas 
and  electric  distribution  sys- 
tems are  now  code-approved 
for  big  savings  in  many 
cities.  Reinforced  Super- 
flexon®  valve,  and  meter 
boxes  last  longer  than  cast 
iron  or  concrete;  non-con- 
ductive, too. 


233  Broadway,  New  York,  N.Y.  10007 

For  our  annual  report — or  more  information- 


-write  AMETEK,  Station  Square  Two  F,  Paoli,  Pa.  19301 


Introducing 

f  Exec/Professional 

Loans  by  Mail 

I  at  Sensible  Rates.  I 

U  Borrowing   locally  is  fine  — until  you    \4 

|\  want  complete  privacy.  Then  borrow-   |\ 

II  ing  by  mail  is  better.  Especially  when    |J 

_  you   can  get  up  to  $10,000,  without    -, 

|  collateral,  at  interest  rates  that  make   I 

v«  sense.  ^ 

|  Get  the  details.  Call  D.  R.  Bassett,   I 

^J  collect,  at  (515)  283-2381.  Or  fill  in    ^ 

|\  coupon.  Then  we'll  fill  you  in. 

vJ  Dial  Financial  Corporation/Listed  New   ™ 

W]  York   Stock    Exchange  /Executive    &    t 

U  Professional    Loan    Division  /  Depart-   U 

■k  ment  6246,  418  Seventh  Street  /Des    | 

II  Moines,  Iowa 50309.  I 

■k  Mr.  Bassett:  | 

II  Please  send  me  complete  information    II 

^*  on  your  Exec/Professional  Loans  by   _ 

|  Man.  I 


I 

I 


Name 


Address 


City 


State 


Zip 


t 

I 
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DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  January  11, 
1973,  declared  a  first 
quarter  dividend  of  70  cents 
a  share  on  the  Company's 
outstanding  stock,  payable 
March  1,  1973,  to  stock- 
holders of  record  at  the 
close  of  business  on  Janu- 
ary 29,  1973.  This  is  an  in- 
crease of  2.5  cents  per 
share  over  the  67.5  cents 
per  share  quarterly  divi- 
dend paid  since  the  second 
quarter  of  1972.  The  in- 
crease is  within  the  guide- 
lines established  by  the 
President's  Committee  on 
Interest  and  Dividends. 


The  American  Road 
Dearborn,  Michigan  48121 


Last  Trip  to  the  Bank? 

Louisiana  Land  sat  and  sat  on  its  rich  oil  vault.  Can 
it  now  compete  in  the  big  race  offshore  in  time? 


Deep  in  the  marshy  bottom  land  of 
south  central  Louisiana— lonely  country 
unfit  for  farming  since  it  is  periodically 
flooded  when  the  nearby  Mississippi 
rises— lie  600,000  acres  owned  by  Lou-r 
isiana  Land  &  Exploration. 

"We  call  that  land  our  bank,"  says 
Chairman  Ford  M.  Graham. 

And  with  good  reason.  Probe  un- 
derneath the  massive  salt  domes  that 
lie  deceptively  just  below  the  surface 
and  there's  oil.  Ever  since  1928,  when 
Texaco  signed  a  production  contract 
which  gives  LL&E  a  25%  royalty  in- 
terest and  a  plush  8/3%  share  of  prof- 
its from  each  well,  Louisiana  Land 
has  been  raking  it  in.  Last  year  the 
"bank"  yielded  up  60%  of  Louisiana 
Land's  estimated  $63  million  in  earn- 
ings  (on  sales  of  $140  million). 

Trouble  is,  the  bank  is  running  dry. 
Texaco's  next  move,  explains  Graham, 
is  to  drill  below  20,000  feet  (reserves 
are  thought  to  extend  to  30,000  feet). 
That  can  cost  more  than  $3  million  a 
try.  With  only  a  15%  find  ratio  on 
such  wildcats,  the  capital  needed  is 
formidable.  While  Texaco  is  putting 
up  that  capital,  the  hefty  drilling  ex- 
penses may  all  but  eliminate  LL&E's 
8J3%  profit  cut. 

Belatedly,  President  John  G.  Phil- 
lips, who  took  over  as  chief  executive 
last  May,  has  launched  Louisiana  Land 
on  expanded  exploration  efforts  of  its 
own.  Last  Oct.  6  Louisiana  Land  came 
out  with  a  $75-million  package  of  de- 
bentures and  stock  to  finance  a  new 
subsidiary,  Louisiana  Land  Offshore 
Exploration  Co.,  that  will  explore  for 
oil  and  gas  offshore  in  the  Gulf  of 
Mexico.     (Unlike    oil    drilling    funds, 


investors  in  Lloxy  get  no  tax  shelter 
from  dry  holes.  LL&E  takes  it  all. 
"There's  much  too  high  a  tax  burden 
on  royalty  oil,"  says  Phillips.  "We'd 
like  to  mitigate  that  if  we  can.") 

In  sharp  contrast  to  Pennzoil's  $130- 
million  Plato  Co.  offering,  which  came 
out  two  months  before  and  fared 
well,  investors  discounted  Lloxy  pa- 
per nearly  40%.  ("They  wanted  to  call 
it  Llexy,  but  that  was  too  close  to 
sexy,"  says  one  veteran  Louisiana  Land 
watcher.  "They  finally  settled  on 
Lloxy  and  right  now  that's  about  as 
far  from  sexy  as  you  can  get!") 

Lloxy's  poor  showing  in  the  mar- 
ketplace reflects  its  less-than-fabulous 
prospects.  In  last  December's  bidding 
in  New  Orleans  most  of  the  federal 
leases  available  were  quite  far  off- 
shore. Lloxy  plunked  down  $60  mil- 
lion for  territory,  much  of  which  is 
300  feet  under.  To  get  oil  and  gas 
really  flowing  there  can  take  three 
years  or  more  at  a  cost  of  over  $6  mil- 
lion a  well  in  exploration,  platform 
building  and  hookup  costs.  And  drill- 
ing rigs  are  in  short  supply  presently. 
In  one  case,  LL&E  with  two  other 
partners  paid  $49  million  on  a  lease. 

Even  when  LL&E  has  a  gusher,  it 
must  work  twice  as  hard  for  equal 
money.  "It  takes  two  barrels  of  pro- 
duction income  to  obtain  the  profit  you 
receive  from  just  one  barrel  out  of 
royalty  land,"  says  John  E.  Olson,  oil 
analyst  for  Kohlmeyer  &  Co.  With  roy- 
alty production  expected  to  drop  5% 
over  the  next  two  years,  unless  there's 
a  price  boost,  LL&E  must  hike  pro- 
duction income  10%  just  to  stay  even. 

"We  must  have  better  seismic  tech- 


The  New  Egypt 


Back  in  1915  Henry  Timken  of 
Canton,  Ohio,  who  in  1898  sired 
the  roller  bearing  fortune,  sank 
about  $200,000  into  a  wild  scheme 
to  farm  600,000  acres  of  Louisiana 
bottom  land.  "They  thought  they'd 
create  something  like  the  delta 
farms  of  Egypt,"  Chairman  Ford 
M.  Graham  of  LL&E  recalls.  "But 
it  cost  millions  to  pump  out  the 
water,  and  then  along  came  a  hur- 
ricane and  did  them  in." 

The  land  fell  into  Timken's 
hands,  and  in  1925  speculator  Ed- 
ward Simms  offered  him  stock  in  a 
new  exploration  company  in  ex- 
change for  all  that  marsh.  Done! 
said  Timken,  who  went  back  to 
Canton  with  his  stock. 


The  Timken  family  still  holds 
5.5%  of  Louisiana  Land,  a  block 
which  was  recently  valued  at  $82 
million,  throwing  off  $2  million  a 
year  in  dividends. 

Now  those  600,000  acres  are 
starting  to  run  dry.  But  don't  think 
the  Timkens  are  hailing  out  (like 
Amerada  Hess,  which  is  now  offei 
ing  its  4.5%  holding  in  LL&E  as 
warrants,  with  the  proceeds  going 
to  finance  its  own  overseas  explora- 
tion). No,  sir.  Now.  Henry  Tim- 
ken's  grandson,  W.R.  Timken  Jr., 

34,  corporate  \  ice  president  of  The 
Timken  Co.,  has  just  joined  his  la 
ther,  W.R.  Sr.,  on  Louisiana  Land's 
hoard.   What  was  good  enough  loi 
Henry  is  good  enough  for  W.R  Jr. 
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Kingfish  Huey  Long  (above) 
is  said  to  have  outdealt  Lou- 
isiana Land's  Ed  Simms  by 
expropriating  Simms'  other 
Iqjnds  for  the  state,  then  leas- 
ing mineral  rights  to  Long's 
profitable  Win  or  Lose  Oil  Co. 


niques,  better  drilling  equipment  with 
tougher  metals  and  higher  product 
prices,"  says  Graham.  "Otherwise  we 
can't  gamble  away  the  kind  of  money 
needed  for  a  search  nowadays." 

There's  more  than  a  tinge  of  regret 
in  Graham's  voice  as  he  says  that. 
A  large  part  of  Louisiana  Land's  cur- 
rent problems  are  that  he  waited  too 
long  for  those  higher  product  prices. 
Under  his  leadership,  LL&E  did  sniff 
out  some  oil  on  the  Florida-Alabama 
border.  But  part  of  its  $278  million 
in  capital  outlays  in  the  past  few  years 
were  funneled  into  industrial  real  es- 
tate, just  at  the  time  when  the  play 
was  going  out  of  it  along  the  Gulf 
coast.  Buys  include  7,100  acres  at 
Mobile  and  4,100  along  the  Houston 
Ship  Channel  and  50,000  acres  on 
Molokai  (home  of  the  leper  colony) 
in  the  Hawaiian  Islands.  But  the  lat- 
ter, like,  the  offshore  oil  search,  is 
being  fought  by  environmentalists. 
And  the  development,  including  con- 
struction of  a  hotel  to  be  run  by  Pan 
American  Airways  Inter-Continental 
Hotels,  will  cost  $25  million  before 
Louisiana  Land  gets  back  a  dime. 

Phillips  predicts  an  8%  boost  in  oil 
production  this  year  and  a  5%  boost 
in  gas  output— enough  to  equal  last 
year's  gain.  But  after  that,  with  the 
"bank"  running  dry  and  the  uncertain 
prospects  of  Lloxy,  Louisiana  Land 
and  those  investors  who  found  Lloxy 
sexy  could  be  in  for  a  long  night. 

Like  most  responses  to  the  energy 
crisis,  this  offshore  push  looks  like 
too  little,  too  late.  ■ 


DON'T  SEND  US  A  CHECK. 
IT  COULD  BE  USED  AGAINST  YOU. 


You  are  in  danger. 

As  of  July  1 , 1 972,  a  new  federal  law  requires  every  bank 
in  the  United  States  to  photostat  and  store  copies  of  every 
check  you  write. 

This  new  law  enables  governmental  agencies  to  trace  all 
your  financial  dealings  without  your  knowledge  or  permis- 
sion, and  without  even  a  subpoena. 

Think  about  it.  Your  banking  transactions  are  a  mirror  to 
your  business  and  personal  life.  The  mere  existence  of 
these  photostats  is  a  danger.  There's  no  telling  how  this 
information  could  be  used  against  you  if  it  fell  into  the 
wrong  hands. 

In  addition,  practices  of  the  past  few  years— Army  dos- 
siers on  civilians,  police  and  FBI  files  on  demonstrators,  and 
congressional  files  on  groups  of  all  political  persuasions- 
suggest  that  our  fears  that  bank  records  will  become  a  tool 
of  political  surveillance  are  quite  real. 

Privacy  is  the  key  to  individual  liberty.  This  is  why  we  have 
a  secret  ballot  in  this  country.  And  the  new  banking  law  is 
only  part  of  what  appears  to  be  a  coordinated  governmental 
attack  on  our  privacy  and  freedom. 

Actually,  the  best  way  to  make  sure  that  no  check  you 
write  is  ever  used  against  you,  is  to  write  one  to  us— right 
now,  for  as  much  as  you  can. 

Your  tax-deductible  contribution  will  support  ACLU  chal- 
lenges to  the  new  banking  law,  and  other  dangerous  laws 
like  it,  in  courts  across  the  country.  We  can  be  effective.  In 
one  federal  suit,  we  have  temporarily  blocked  part  of  the  new 
law.  Other  lawsuits  are  pending  or  being  prepared.  But  our 
resources  are  limited,  and  those  of  the  government  are  not. 

If  you  want  to  make  sure  that  your  business  is  none  of  the 
government's  business,  please  use  the  coupon  below. 


American  Civil  Liberties  Union  Foundation 


84  Fifth  Avenue,  New  York,  N.Y.  1 001 1 

I    I  Enclosed  is  my  tax-deductible  contribution  of  $ 

"— '  to  ACLU  Foundation. 

I    l  You  can  bank  on  my  1973  contribution.  Please  bill  me  for  $. 

L-J  on  (date) 

l    |  I  want  to  learn  more  about  your  program. 

Name 


,  payable 


Company. 

Address 

City 


.State. 


-Zip_ 
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Faces  Behind  the  Figures 


Rankled  over  Xerox 

So  many  big  U.S.  institutional  in- 
vestors use  Britain's  Rank  Organisa- 
tion as  a  cheap  way  into  Xerox 
shares  (Hank  "A"  shares  currently 
sell  for  around  $25.50  in  London, 
vs.  $145  in  New  York  for  Xerox) 
that  when  66-year-old  Rank  Chair- 
man Sir  John  Davis  wanted  to  di- 
versify into  brewing  last  year, 
those  same  U.S.  investors  prevent- 
ed him  from  doing  so. 

Davis  was  publicly  embarrassed 
and  privately  miffed.  First,  he  was 
obliged  to  fly  to  New  York  to  de- 
fend his  $l-billion  bid  for  Britain's 
$40()-million-sales  Watney  Mann 
brewery,  and  then  forced  to  with- 
draw the  bid  altogether  when  the 
U.S.  investors— primarily  mutual 
funds  holding  about  50%  of  Rank's 
70  million  outstanding  shares- 
turned  thumbs  down  on  the  deal. 
The  investors  threatened  to  dump 
their  shares  if  Davis  went  through 
with  the  bid. 

Now  Davis  is  accusing  them  of 
shortsightedness.  Reporting  record 
1972  earnings  and  profits  for  Rank 
Organisation's  non-Xerox  interests, 
Chairman  Davis  chides  "certain  in- 
vestors who  were  unwilling  to  ac- 
cept any  major  change  in  what 
they  regarded  as  the  essential  na- 
ture of  their  investment." 

After  all,  he  argues,  weren't 
Rank's  non-Xerox  earnings  for  fis- 
cal 1972  up  82%  to  $12  million 
after  taxes— a  much  sharper  increase 
than  Rank's  Xerox  earnings,  which 
rose  30%  to  $40  million?  The  Wat- 
ney Mann  bid,  he  insists,  "would 
not  have  resulted  in  any  dilution  of 
group  earnings  in  the  foreseeable 
future." 

U.S.  institutional  investors  re- 
main firmly  opposed.  Through- 
out the  Sixties,  they  were  willing 
to  go  along  with  Rank's  diversifica- 
tion in  exchange  for  getting  a  piece 
of  Xerox'  fabulous  growth  at  bar- 
gain prices.  The  former  British 
moviemaker  (such  gems  as  Doctor 
in  the  House,  Great  Expectations 
and  Hamlet)  had  diversified  into 
"leisure"  (hotels,  catering  and  bin- 
go parlors)  a  decade  ago  while  far- 
sightedly  linking  up  with  Xerox  in 
1956  to  make  and  market  Xerox 
products  worldwide  outside  the 
U.S.  The  vehicle  is  Rank-Xerox,  of 
which  Xerox  U.S.  owns  51%,  Rank 
the  remainder. 

Since  then,  Rank  Organisation 
has  distributed  movies,  built  up  a 


Davis  of  Rank  Organisation 


chain  of  eateries  on  Britain's  slowly 
expanding  motorways  and  moved 
deeper  into  manufacturing  televi- 
sion sets,  cameras,  tape  recorders 
and  such. 

But  investors  had  no  illusions 
about  where  the  growth  and  the 
bulk  of  the  profits  were  coming 
from:  the  Xerox  copier.  Why  risk 
dampening  the  bright  prospects  of 
the  copier  business  (still  65%  of 
profits)  by  taking  a  plunge  into 
beer  and  ale?  Particularly  at  a  time 
when  Rank  and  Xerox  have  to  con- 
tend with  a  recent  Federal  Trade 
Commission  antitrust  action  against 
Xerox,  which  among  other  things 
seeks  divestiture  of  Xerox'  51% 
holding  in  Rank-Xerox? 

Sir  John  Davis  is  just  as  ada- 
mant about  diversification.  Having 
been  forced  out  of  the  Watney 
Mann  bid,  Rank  in  September  paid 
some    $100    million    in    stock    for 


Butlin's,  a  chain  of  mainly  British- 
based  lower  cost  holiday  camps.  It 
was  scarcely  an  encouraging  man- 
agement move  at  a  time  when  even 
working  class  Britons  are  increas- 
ingly booking  package  tours  to 
Spain,  North  Africa  and  other 
such  sun  spots. 

"It  is  the  board's  duty,"  har- 
rumphed  Davis  in  a  pre-annual 
meeting  statement,  "to  look  at  the 
larger  picture  and  to  use  the  com- 
pany's resources  to  best  advantage 
in  order  to  maintain  a  suitable 
spread  of  growth  activities  where 
our  management  skills  can  be  used 
to  best  advantage." 

So  the  question  remains:  Who's 
beating  the  gong  at  Rank-Xerox?  Sir 
John  Davis  with  his  bingo  parlors 
and  holiday  camps,  or  U.S.  insti 
tntional  investors  with  their  copier? 
The  decision  could  well  be  made 
by  the  FTC.  ■ 
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Why  Is  This  Man  Smiling? 

The  day  after  his  exploratory 
well  hit  water,  not  oil,  and  his 
company's  stock  fell  $19— a  23% 
loss  in  one  day— Forbes  found  the 
president  of  Mountain  Fuel  Sup- 
ply Co.  sitting  in  his  Salt  Lake  City 
office  grinning  from  ear  to  ear. 

No,  B.Z.  (Bud)  Kastler  is  not  a 
card-carrying  masochist.  He  really 
has  a  lot  to  smile  at.  Namely,  an 
army  of  greedy  speculators  who 
bid  up  the  stock  of  his  small  ($63- 
million  revenues),  once-staid  nat- 
ural gas  utility  from  $32  to  $104 
during  the  waning  days  of  1972. 

"I  kept  warning  the  public  that 
those  prices  were  not  justified," 
says  Kastler,  "but  the  speculators 
wouldn't  listen.  I  even  got  letters 
from  angry  stockholders  telling  me 
to  sliut  up." 

Why  the  excitement  in  a  Utah 
utility?  In  October,  drilling  to- 
gether with  Union  Pacific  and  In- 
diana Standard,  Mountain  Fuel 
found  oil  and  gas.  How  much,  no- 
body knows.  More  exploratory 
wells  (like  the  one  that  just  hit 
water)  must  be  drilled  in  Wyo- 
ming. But  speculators  don't  worry 
about  such  trivia.  They  buy  the  siz- 
zle, not  the  steak.  There  might  be 
lots  of  oil  and  gas  in  them  thar  hills. 

From  the  October  beginning,  the 
cautious  52-year-old  lawyer  for- 
bade his  executives  to  buy  compa- 


ny stock:  "I  felt  we  had  to  be  like 
Caesar's  wife— above  suspicion."  He 
himself  owned,  and  still  owns,  800 
of  Mountain  Fuel's  2.5  million 
shares.  Also,  he  has  repeatedly 
warned  the  public  that  it's  too  early 
to  tell  whether  the  Wyoming  dis- 
covery is  significant. 

He  thinks  most  of  his  old  share- 
holders—"the  little  old  ladies  in  ten- 
nis shoes"— listened.  When  the 
stock  hit  $50  and  $60  in  Novem- 
ber, after  trading  between  $25  and 
$45  for  15  years,  some  sold  out. 
He  figures  only  a  handful  of  those 
caught  the  fever  and  bought  back 
in  at  $70  to  $90.  The  main  buyers 
at  those  prices  were  the  Wall 
Street  sharpies  known  as  institu- 
tional investors— guys  like  go-go 
fund  manager  Fred  Alger,  who 
bought  in  around  55  and  still  has 
some  shares. 

You  might  expect  Kastler  to  be 
upset  and  depressed  by  the  situa- 
tion. Rather,  he  tends  to  be  sad- 
dened by  the  fact  that  "anybody 
should  pay  up  to  $100  for  a  com- 
pany earning  only  $3.  The  wild 
price  swings  bother  me,  too.  On  the 
other  hand,  I  am  pleased  we  are 
sitting  on  a  potential  discovery  that 
might  some  day  produce  earnings 
to  justify  $100.  Don't  get  me 
wrong,  I'm  not  being  hopeful— just 
factual." 

And  then  he  grinned  again,  from 
ear  to  ear.  ■ 
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Kastler  of  Mountain  Fuel  Supply 


Signals  Red 

Americans  hot  to  nationalize  the 
Penn  Central  had  better  learn  fast 
from  Britain's  mistakes,  warns  Da- 
vid Bowick,  49,  chief  executive  of 
the  British  Railway  Board,  which 
marks  25  years  of  nationalization 
this  year  by  adding  a  projected 
$100  million  in  operating  losses  to 
its  $150-million  annual  subsidy. 

It's  not  just  the  losses  that  both- 
er Bowick,  who  feels  the  day  is  past 
when  "any  country  can  operate  its 
national  rail  network  without  gov- 
ernment aid."  Rather,  his  lament  is 
what  happens  when  the  civil  ser- 
vants replace  the  railroaders  at  the 
long-term  planning  table.  "When 
you  separate  current  operations 
from  long-term  planning,"  he  says, 
"you  can  be  in  trouble." 

The  last  time  the  British  govern- 
ment took  heed  of  its  railwaymen 
was  when  the  system  embarked  in 
1955  on  the  $5-billion  moderniza- 


tion program  that  by  the  early  Six- 
ties made  the  British  rail  network  a 
model  for  the  world.  At  that  point 
the  then  government  began  to  dic- 
tate to  the  railroad— for  example, 
forcing  it  to  keep  fares  down  as  an 
anti-inflation  measure,  and  design- 
ing coaches  that  knocked  the  ends 
off  station  platforms,  locomotives 
whose  lack  of  side  windows  made 
the  engineer  unable  to  see  down 
the  length  of  his  train. 

All  this,  coupled  with  declining 
official  interest  in,  and  declining 
allocations  for,  capital  investment, 
led  to  what  Bowick  calls  the  "run- 
ning down  of  the  system"— almost 
an  inevitability  when  a  railroad  be- 
comes just  one  more  drain  on  the 
public  purse. 

The  warning  for  American  rail- 
roaders rings  loud  and  clear.  If  the 
signal  calls  for  nationalization, 
make  sure  you  have  a  powerful 
lobby.  You'll  need  it  as  much  after 
nationalization  as  you  did  before.  ■ 


Bowick  of  British  Rail 
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Faces  Behind  the  Figures 


Oh  Canada! 


Everybody  knows  the  great  Chil- 
ean mines  of  Anaconda,  Kennecott 
ct  al  were  seized  18  months  ago. 
But  how  many  noticed  that  the 
equally  priceless  Canadian  mines 
of  International  Nickel,  supplying 
half  the  Free  World's  nickel,  were 
also  repossessed— by  Canadians? 

"In  today's  climate,  it  would  be 
silly  to  say  I  don't  think  this  is  a 
happy  circumstance,"  says  Edward 
Grubb,  60,  who  last  April  succeed- 
ed Henry  Wingate  as  Inco  CEO. 

A  happy  circumstance?  Well, 
yes.  Inco's  great  complex  at  Copper 
Cliff,  Ontario  was  not  comman- 
deered by  Marxists:  It  was  stock 
certificates  that  hoisted  the  Maple 
Leaf  over  the  Stars  and  Stripes.  In 
last  year's  first  eight  months  Ca- 
nadian   holdings    in    Inco    jumped 


from  38%  to  46%,  while  U.S.  hold- 
ings fell  to  38%. 

If  anything,  Canadian  control  is 
likely  to  increase.  Last  January 
Ottawa  offered  tax  incentives  to 
Canadian  pension  and  mutual  funds 
to  put  most  of  their  portfolios  in 
Canadian  securities.  For  Inco,  tech- 
nically a  Canadian  company  since 
1928  (to  avoid  U.S.  trustbusters), 
the  Canadian  move  was  a  godsend. 
The  nickel  glut  that  began  in  1971 
slashed  1971  per-share  earnings 
from  $2.80  to  $1.26,  its  stock  from 
48  to  24.  U.S.  investors  sold,  and 
Canadian  investors  bought. 

Inco  may  have  to  drop  three 
U.S.  directors  soon  if,  as  expected, 
the  Canadian  Parliament  orders 
Canadian  companies  to  have  Cana- 
dian-controlled   boards.    Grubb,    a 


Xew  Jerseyite,  has  already  moved 
Inco's  headquarters  to  Toronto. 

What  are  the  prospects  for  Cana- 
da's new  investment?  Much  im- 
proved. Wingate  and  Grubb  fired 
over  6,500  workers,  cut  planned 
production  30%  and  lowered  capi- 
tal spending  by  S120  million.  "Now 
demand  has  recovered,"  says 
Grubb,  "we  see  consumption  rising 
5.5%  annually."  A  far  cry  from  the 
15%-a-year  growth  of  the  mid- 
Sixties,  but  with  the  cost-cutting 
enough  to  slow  the  earnings  drop. 

Indeed,  Grubb  sees  the  slower 
growth  as  a  blessing:  "To  keep 
pace  with  demand  would  cost  $2.5 
billion  in  new  facilities  over  ten 
years— a  hell  of  an  undertaking." 
Even  for  a  company  that  has  spent 
$1.2  billion  since  1967.  ■ 


Happiness  Is  a  Favorable  Trend 

Is  Augustine  (Gus)  Marusi  happy? 
Borden,  Inc.,  the  S2.2-billion  dairy, 
food  processing  and  chemical  giant, 
has  lifted  earnings  10%  for  two 
years  straight,  to  $2.20  or  so  per 
share  last  year.  That's  the  growth 
rate  Marusi  had  been  looking  for 
since  becoming  Borden's  president 
in  1967,  grumbling  impatiently 
that  he  would  be  "very  unhappy" 
with  anything  less. 

Then  came  three  years  of  facing 
up  to  the  truth  about  Borden's 
badly  managed  dairy  business,  a 
fragmented  food  division  and  a  de- 
pressed chemical  operation.  Earn- 
ings fell  18%  in  1968  to  $1.65  per 
share,  and  in  1969  there  was  a  $34- 
million  write-off.  Marusi  dropped 
marginal  enterprises  and  halted 
dairy  distribution  in  New  York  City 
and  Northern  California,  redeploy- 
ing into  bottled  water  and  vinyl 
packaging  material. 


Borden's  big  push  now  is  for 
better  control  over  marketing  and 
distribution.  Not  long  ago  one  of 
the  25-odd  food  profit  centers 
might  devise  and  test  market  its 
own  new  products,  or  the  compa- 
ny might  end  up  with  multiple  dis- 
tribution points  in  the  same  city. 
"I  thought  we  needed  more  dis- 
cipline than  that,"  says  Marusi. 

The  five  years  it  took  Borden's 
earnings  to  grow  10%  above  the 
1967  level  have  brought  Marusi 
greater  wisdom:  He  no  longer 
brings  up  the  subject  of  growth 
rates.  He  knows  that  Borden,  with 
a  9.2%  return  on  equity  in  the 
latest  reported  12  months,  has 
a  way  to  go  to  match  Kraftco's 
11.5%  and  Beatrice  Foods'  16.2%. 

Happy?  That's  the  wrong  word 
for  a  man  running  a  company  so 
large  that  solving  one  problem 
merely  leaves  time  to  tackle  tin- 
next.  Satisfied  is  the  word  Gus 
Marusi  prefers  to  use  these  days.  ■ 


Marusi  of  Borden 
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"/  Became  Invigorated" 

It's  a  truism  in  the  oil  business 
that  nobody  can  build  a  refinery  in 
the  U.S.  these  days.  Maybe  not. 
But  the  Virgin  Islands  legislature 
has  just  authorized  a  squat,  dap- 
per, 53-year-old  promoter  named 
Gideon  Hadary  to  do  so.  Hadary 
isn't  an  oilman.  Chicago-born  and 
Washington-based,  he's  an  inter- 
continental dealster,  an  indepen- 
dent entrepreneur  who  argues  that 
basically  that's  why  he  was  able 
to  get  his  refinery  scheme  through 
the  Virgin  Islands  Senate  over  the 
dead-body  objections  of  the  Is- 
lands' only  other  refiner,  Amer- 
ada Hess'  Leon  Hess. 

"Big  capital,  big  companies,  big 
executives  do  not  have  the  time 
to  apply  themselves  to  developing 
unique  situations,"  Hadary  says. 
"They  may  have  the  concept  and 
the  financial  ability,  but  they  don't 
have  the  time  to  see  it  through. 
Several  oil  companies  came  into  St. 
Croix  since  Hess  moved  there. 
They  looked  around  and  became 
discouraged.  I  looked  around  and 
became  invigorated.  I  met  with 
people  on  the  street,  with  chambers 
of  commerce  and  Rotary  clubs,  and 
I  sat  in  on  the  public  hearings.  I 
took  the  time  to  deal  with  the  mem- 
bers of  the  Senate.  I  was  conduct- 
ing a  campaign,  not  to  be  elected, 
but  to  be  permitted  to  conduct  a 
business." 

Hadary  was  impressed  by  the 
Hess  refinery  while  on  vacation  in 
the  Virgin  Islands  three  years  ago, 
and  he  promptly  commissioned 
Stone  &  Webster  to  do  a  study  of 
whether  a  second  would  be  feasi- 
ble. S&W  concluded  that  it  was. 
On  a  subsequent  Italian  vacation, 
Hadary  lined  up  Italy's  national 
oil  company,  ENI,  to  supply  the 
crude,  on  a  long-term  basis,  and 
then  ^brought  in  Foster  Wheeler  to 
handle  the  design  and  engineering, 
an  Italian  contractor  to  handle  the 
construction  and  Dominick  &  Dom- 
inick  to  structure  the  financing. 
Result:  the  Virgin  Islands  Refinery 
Corp.,  a  $152-million,  100,000- 
barrel-a-day  project  designed  to 
produce  only  two  products— low- 
sulphur  residual  fuel  oil  for  East 
Coast  utilities  and  naphtha  for  con- 
version into  synthetic  natural  gas. 

Most  of  the  $152  million  will 
come  from  a  big  insurance  compa- 
ny and  the  equipment  manufac- 
turers, with  Hadarv  and  a  few  as- 


Hadary  of  Virgin  Islands  Refinery 


sociates  putting  up  the  modest 
equity  investment.  "The  financial 
plan,"  Hadary  says,  "is  based  on 
the  premise  that  we  have  back-to- 
back  contracts— from  the  supply  of 
crude,  through  transportation,  re- 
fining and  sale  of  product  to  end 
users.  In  the  final  analysis,  the  cred- 
it of  the  end  user— the  utility  cus- 
tomer—is the  cornerstone  of  the 
entire  structure.  We  offer  the  util- 
ities a  20-year  supply." 

The  Virgin  Islands  refinery  is  sim- 
ply Hadary 's  biggest  and  newest 
deal  in  over  20  years  of  deal-mak- 
ing, carried  on  first  for  a  Kansas 
City  equipment  manufacturer  and 
then  on  his  own.  A  Ph.D.  in  eco- 
nomics with  nearly  a  decade  of  ex- 
perience in  the  Middle  East  with 


the  State  Department,  Hadary's 
strength  has  been  the  ability  to 
think  big  where  others  think  small. 

"In  many  parts  of  the  world, 
planners,  thinkers,  business  people 
become  paralyzed  by  the  big  num- 
bers involved  in  large-scale  invest- 
ment. I  was  involved  in  some  of 
the  preliminary  planning  for  the 
Marshall  Plan,  so  that  mental  block 
involving  big  numbers  disappeared. 
I  believe  big  numbers  do  not  act 
the  same  as  little  numbers,  and  con- 
sequently I  have  devoted  my  ener- 
gies to  applying  the  economic 
knowledge  I  have  to  unique  situa- 
tions where  big  numbers  are  ap- 
plicable." Cases  in  point:  a  $120- 
million  steel  mill  for  Brazil,  a  $22- 
million  shipping  fleet  for  Ethiopia, 
a  $40-million  dieselization  program 
for  the  Turkish  railroads. 

In  many  of  these  deals  Hadary 
not  only  has  provided  the  concept, 
but  has  brought  together  both  the 
customer  and  supplier,  and  then 
found  the  money  that  would  en- 
able them  to  deal  with  each  other 
—a  process  that  has  meant  making 
maximum  use  of  his  business  and 
government  connections.  To  finance 
the  purchase  of  General  Electric 
diesels  for  the  Turkish  railroads, 
for  example,  Hadary,  who  once 
worked  for  the  Commissioner  of 
Narcotics,  bought  opium  from  the 
Turkish  government,  sold  it  to  the 
U.S.  Government  for  medical  pur- 
poses at  a  loss,  then  loaned  the 
proceeds  at  a  profit  to  the  Turkish 
government  for  the  down  payment 
on  the  diesels.  "Opium  is  a  legiti- 
mate medical  drug,"  Hadary  says, 
"but  can  you  imagine  GE  getting 
involved  in  the  opium  trade? 

"In  some  of  these  arrangements, 
I  earned  a  fee,"  Hadary  says.  "In 
others,  a  profit  as  a  buyer  or  seller. 
I  bought  locomotives,  I  sold  loco- 
motives. I  bought  opium,  I  sold 
opium.  I  made  a  profit  or  a  loss. 
In  the  case  of  the  Ethiopian  ship- 
ping lines  and  the  Virgin  Islands 
refinery,  those  are  investments. 
Making  these  deals  takes  hard  work 
and  a  lot  of  effort,  and  it  doesn't 
always  work." 

Wouldn't  it  be  simpler  then  to 
settle  into  the  sheltering  arms  of  a 
great  corporation  and  take  it  easy? 
Not  at  all,  says  Hadary.  "I  require 
freedom  of  decision,  freedom  of 
movement  and  freedom  of  leisure, 
and  I  don't  see  :iny  big  corpora- 
tion providing  th;,i  to  an  American 
executive  today.'  ■ 
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Would  you  like  to  live  in  a  crowded  indus- 
trial slum,  pestered  by  weather  extremes, 
hemmed  in  by  traffic  jams,  frustrated  by 
people  who  don't  care,  haunted  by  the 
prospect  of  the  annual  bleeding  from  the 
tax  collectors,  generally  miserable  and 


roof  over  your  company's  head  for  less. 

But  because  the  smaller  towns  we're 
talking  about  have  a  unique  advantage: 

Georgia.  A  place  where  people  believe, 
sincerely  believe,  that  work  is  a  good 
thing.  A  place  that  trains  those  people 


seriously  wishing  you  were  someplace  else?    free  of  charge.  A  place  that's  close  to 
If  your  company  were  a  person,  would  it       resources,  close  to  markets,  and  built 


like  that?  Honestly, 
would  it? 

Somewhere,  there's 
got  to  be  a  better  life  for 
a  company.  And  it's  got 
to  be  in  the  smaller 
towns  of  Georgia. 

Not  just  because  you 
can  be  somebody  in  a 
smaller  town.  Not  just 
because  you  can  get 
around  easily,  and  put  a 


GEORGIA. 


around  the  financial, 
cultural,  distribution 
Where  a  company  can  live  like  a  human  being,   and  transportation 

center  of  the  Southeast. 

With  all  that,  Georgia 
is  a  beautiful  place  to 
live,  a  simple  place  to 
live.  For  human  beings. 

And  corporate  beings. 

And  yours  can  get  full 
information  if  it  mails 
the  coupon  now. 


Georgia  Department  of  Community  Development 
Industry  Division,  Dept.  FB-4,  Box  38097 
Atlanta,  Georgia  30334 

Please  tell  my  company  more  about  Georgia. 


Name 

Company 
Address  _ 

City  

State  


Title 


.Zip 


The  Funds 


Fund  Sales  by  Exchange 

One  way  mutual  funds  can  stem 
the  rising  tide  of  net  redemptions 
(see  chart)  is  to  swap  fund  shares 
for  assets  of  private  investment 
companies. 

The  leader  in  asset  exchanges 
for  the  past  15  years  is  Union  Ser- 
vice Corp.,  which  gives  invest- 
ment advice  to  four  funds  (Nation- 
al Investors,  Broad  Street  Invest- 
ing, Whitehall,  Union  Capital) 
with  $1.6  billion  in  total  assets. 

"There  are  thousands  of  these 
private  investment  companies,"  says 
Union  Vice  President  William  Ha- 
zen.  "Most  of  them  are  just  cor- 
porate shells  left  over  after  the 
original  business  was  sold."  They 
exist    primarily   to    minimize   their 


owners'  tax  bill,  which  is  why  the 
Internal  Revenue  Code  subjects 
them  to   special,  stringent  rules. 

So  why  should  the  owners  of 
private  investment  companies  want 
to  swap  assets  with  a  mutual  fund? 
To  avoid  paying  capital  gains  taxes 
if  they  want  to  change  the  holdings 
in  their  portfolio  or  simply  distrib- 
ute the  assets  in  it  to  sharehold- 
ers. There  is  no  tax  on  such  swaps 
until  the  fund  shares  are  sold.  So 
Union  gets  new  assets,  and  its  new 
shareholders,  unlike  many  inves- 
tors, have  little  incentive  to  redeem. 

Sound  simple?  In  principle  it  is. 
But  there  are  details.  Union  doesn't 
charge  a  sales  load  (no  salesmen 
are  involved,  and  why  give  no- 
loads  an  advantage?),  and  this  re- 
quires a  special  exemption  order 
from    the    Securities    &    Exchange 


Commission.  "The  SEC  wants  to 
see,"  explains  Hazen  carefully,  "if 
the  unrealized  appreciation  in  the 
private  investment  company  ex- 
ceeds the  unrealized  appreciation 
in  the  mutual  fund  on  a  relative 
basis  so  that  the  existing  mutual 
fund  shareholders  don't  get  a 
greater  tax  burden."  Here  Union 
has  an  edge  over  other  fund 
groups;  its  two  big  funds  both  have 
a  hefty  unrealized  appreciation. 

Union  has  other  advantages  as 
well.  Thanks  to  size,  longevity  and 
low  turnover,  Union  Service  funds' 
expenses  are  fairly  low  (28  cents 
per  $100  for  the  two  big  funds). 
Early  buying  of  such  growth  blue 
chips  as  Avon  gave  Union's  funds 
fairly  good  performances.  If  you're 
swapping,  it's  nice  to  have  some- 
thing people  want  to  swap  for.  ■ 


1 1 1 

The  No-Loads  Hold  the  Line 

Last  year, 

for  the  first  time  ever, 

the  mutual  fund  industry 

had  to  give  back 

more  cash  to  shareholders 

than  it  took  in 

through  new  sales. 

A  lot  more— 

$1.5  billion 

through  the  first  1 1  months 

of  1972. 

But  the  public 

had  far  more  confidence 

in  no-load  funds. 

While  no-load  redemptions 

have  risen  also, 

these  funds  still  took  in 

$283  million  more 

than  they  had  to  give  back. 
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"Sure  I'm  bullish  on  Amer  ica, 
"But  are  my  investments  still  right 

for  1973?" 


T1  HE  news  is  bullish. 
Corporate  profits  are  up. 
The  economy  is  perking 
along  very  nicely. 

And  Merrill  Lynch  is 
predicting  a  prosperous  new 
year.  (See  our  prediction  at 
far  right.) 

With  all  this  optimism  going 
on,  a  lot  of  people  (like  Mr.  Kin 
ney  above)  are  wondering  if  they 
should  change  their  investments  to 


"I  want  to  take  advantage  of  new  opportunities.  But  I  often  need  capi- 
tal for  mv  construction  business.  So  my  investments  have  to  be  fairly 
liquid."  Mr.  William  Kinney,  Houston,  Texas. 


"I've  got  four  boys  to  put  through  school. 
So  one  of  my  concerns  is  to  provide  a  nest- 
egg  for  their  education." 


try  for  a  bigger  share  of  America's 
growth. 

If  you've  been  wondering 
about  that  yourself,  maybe  we 
should  have  a  talk.  One  thing  you 
won't  get  is  a  canned  answer.  We 
know  that  different  people  have 


different  investment  problems  — 
and  need  different  solutions. 

Mr.  Kinney,  for  example,  needs 
investments  that  are  fairly  stable 
in  price.  You  might  need  something 
entirely  different. 

That's  why  we  have  29  ways  to 
invest.  Everything  from  the  fast- 
paced  action  of  commodity  futures 
to  the  quiet  safety  of  government 
bonds. 

Different  ways  for  different 
people.  That's  our  approach  to  in- 
vesting.  It  means  we  can  help  you 
whether  your  goal  is  growth,  retire- 
ment income,  short-term  gains  — 
or  anything  else.  Talk  it  over  with 
one  of  our  Account  Executives.  In 
the  meantime,  you  might  want  to 
see  what  we  think  about  1973. 


Read  Merrill  Lynch's 
new  report. 

We've  just  published  a  book- 
let called  Merrill  Lynch  tells 
you  how  to  make  your  money  work 
harder  in  1973.  Here's  a  short 
summary  of  what's  in  it: 
•  A  bullish  economic 
forecast:  Why  we  think  inflation 
won't  be  a  problem.  How  much  vari- 
ous industries  may  gain.  What  new 
legislation  could  mean  for  tax- 
exempt  bonds. 

•  Why  we  think  investor  skepti- 
cism could  help  the  stock  market. 
A  close  look  at  the  industries  we're 
bullish  on. 

•  5  ways  you  could  boost  your 
retirement 
income. 

•  5  ways  to 
earn  tax-free 


income. 
We  think  this 

new  report  will 
help  you  evaluate  your  investments 
for  1973.  It's  free.  Just  call  your  near- 
est Merrill  Lynch  office. 


Merrill  Lynch: 
29  ways  to  help  you  share  in  America's  growth. 


Copyright  Wl\  Merrill  Lynch,  Pierce.  Fennel  <Si  Smith  In. 

Member,  Securltiel  Investoi  Protw  rion  (  brporatlon  tslU  ') 
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Conversed  of  Ihe  following: 
Production 

•  How  much  are  we  producing?  {Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept,  oi  Commer'ce  latest  three  months  new 
orders  ot  durablegoods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  o1 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.'  of 
Commerce  retail  store  sates) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  m  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  oi 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  0.  Hooper 


The  Theory  Of 
Centra/  Value 


The  much  respected  Benjamin  Gra- 
ham, now  retired,  has  often  been 
called  the  dean  of  the  security  analyst 
profession.  No  one  deserves  the  title 
more.  His  Intelligent  Investor  and  the 
several  editions  of  Security  Analysis 
(jointly  written  with  Professor  Dodd) 
are  classics  of  investment  literature. 
The  whole  idea  of  having  members 
of  the  profession  qualify  for  the  cer- 
tificate of  Charted  Financial  Analyst 
germinated  in  Ben's  fertile  and  talent- 
ed mind;  and,  as  his  wealth  now  at- 
tests, here  is  a  man  who  has  profited 
from  his  own  ideas. 

Before  most  of  today's  security  ana- 
lysts began  to  practice,  and  before 
some  of  the  younger  ones  were  born, 
Ben  Graham  outlined  his  famous 
theory  of  central  value.  Oversimpli- 
fied, the  nub  of  the  idea  is  that  stocks 
fluctuate  in  a  cyclical  price  arc  from 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  WE.  Hutton  &  Co. 


cheap  to  dear;  that  they  should  be 
bought  when  they  are  selling  below 
central  value  and  sold  when  they  are 
selling  above  central  value.  In  free- 
wheeling language,  this  means  that 
equities  are  to  be  purchased  when 
they  are  selling  lor  less  than  they  are 
worth  and  sold  when  they  are  selling 
for  more  than  they  are  worth. 

Anyone  who  follows  the  theory  is 
aware  that  one  is  unlikely  to  buy  at 
the  low  or  sell  at  the  high,  and  prob- 
ably will  not  try  too  hard  to  do  either 
—especially  sell  at  the  top.  I  hope 
that  simplification  does  not  do  my 
friend  an  injustice,  because  he  is  one 
of  the  dearest  as  well  as  the  wisest 
men  I  have  ever  known. 

The  public  has  not  heard  much 
about  the  theory  of  central  value  in 
late  years.  I  suppose  this  has  been 
due  to  the  problem  of  knowing  just 
what  central  value  is  in  an  era  of  in- 
flation   and    rapid    national    growth. 


Many  times,  as  even  devotees  of  the 
system  have  learned,  it  has  paid  to 
ignore  it,  especially  in  the  case  of 
the  supergrowth  stocks.  According  to 
"Adam  Smith's"  current  book  Super- 
money,  even  Ben  got  away  from  his 
theory  a  bit  (see  pp.  184-188)  and 
profited  either  by  doing  it,  or  per- 
haps by  doctoring  his  theory.  Indeed, 
there  have  been  times  when  the 
theory  was  less  applicable,  sometimes 
because  the  market  itself  has  been 
less  cyclical  than  those  of  20  or  30 
years  ago  and  sometimes  because  cen- 
tral value  itself  has  been  so  elusive. 

Are  Stocks  Cheap? 

Why  bring  this  up  now?  What  does 
the  theory  of  central  value  have  to 
do  with  present  investment  policy, 
especially  as  separate  from  present 
speculative  strategy?  How  do  you 
answer  this  quest. on?  In  order  to  do 
so,  of  course,  you  must  arrive  at  an 
opinion  regarding  the  relative  cheap- 
ness or  dearness  of  most  stocks.  Are 
stocks,  taken  in  the  aggregate,  cheap 
or  dear?  How  do  current  prices  com- 
pare with  central  value? 

Now  the  speculator,  as  distin- 
guished from  the  prudent  investor, 
may  say  that  he  does  not  care  about 
central  value  if  prices  are  going  still 
higher,  and  he  may  even  contend 
that  central  value  is  an  academic  con- 
cept that  buys  no  shoes  for  the  baby. 
He  reasons  that  the  environment, 
market  psychology  and  even  the  trend 
in   earnings   appear  favorable  to  stil' 
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"Fundline,  the  top  ranker  for  the 
full  year  (June  '71  to  June  '72), 
better  than  quadrupled  the  gain 
made  by  the  Dow." 

Medical   Economics, 
Oct.  23,  1972 

$5  trial  includes: 

•  Reprint  of  Medical  Economics  story: 
"Mutual  Fund  Advisory  Services:  Can 
They  Make  You  A  Winner?" 

•  Two  editions  of  the  40  page  hand- 
book of  70  fund  charts  and  ratings, 
published  every  fourth  week. 

•  Update  bulletin  of  ratings,  prices  and 
market  analysis,  published  on  the 
alternate  two  weeks. 

•  PLUS— BONUS  of  2  Special  Research 
Reports. 

A  $10  value  for  only  $5. 
Send  your  check  for  $5  today  to: 
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Woodland  Hills,  Calif.  91364 


Name 


Address 
City 


State 


Zip 


Johnstona 


■m  ^*  ■•  The  Johnston     ■ 


r 

I 
I 

I 
I 


The  Johnston 
Mutual  Fund,  Inc. 

460  Park  Ave..  N.Y.C.  10022  Dept.  C     ■ 
Phone:  (212)679-2700 


Name- 


Address. 


City_ 


_State_ 


-Zip- 


I 
I 
I 

J 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by 

JOHN  W.  SCHULZ 

a  senior  Vice-President  of  this  firm 


A 


ABRAHAM  &CO.INC 

Members  New  York  Stock  Eichange.  Inc. 

and  other  leading  Exchanges 

120  Broadway.  New  York.  N   Y.  10005 


higher  prices,  perhaps  to  an  accelerat- 
ing upward  trend  in  stock  prices.  He 
may  even  debate  that  prices  are  more 
important  than  values  and  that  the 
risk  element  in  stocks  can't  be  elimi- 
nated anyway.  I  have  even  heard  it 
said  that  cash  involves  a  higher  risk 
than  stocks.  If  the  DJI  some  time  this 
year  is  going  to  1200  or  1300,  why 
should  stocks  be  sold  at  under  1050? 
Of  course  the  speculator  does  not 
know  that  the  market  is  going  higher, 
but  he  thinks  it  is  a  reasonable  bet. 

Let  the  Buyer  Profit,  Too 

On  the  other  hand,  the  prudent  in- 
vestor, if  he  believes  as  I  do  that 
more  stocks  are  "high"  than  cheap, 
will  begin  to  be  much  more  conserva- 
tive in  his  investing  policy.  He  will 
recognize  that  most  stocks  are  selling 
above  rather  than  below  central  value. 
He  won't  try  to  squeeze  the  last  drop 
of  blood  out  of  the  turnip,  because 
that  is  a  high-risk  operation— even  if 
it  is  profitable.  One  of  the  most  suc- 
cessful investors  I  know  contends 
that  it  is  always  wise  to  sell  a  stock 
at  a  price  where  the  buyer  can  make 
a  profit.  Just  as  an  aside,  I  have 
known  many  investors  who  have 
"sold  right,"  and  then  been  tempted 
back  into  stocks  because  they  con- 
tinued to  rise  in  price  after  they  had 
been  sold.  This  can  be  a  most  dan- 
gerous thing  to  do,  because  you  def- 
initely will  be  buying  in  the  upper 
limits  of  central  value. 

There  are  still  some  stocks  which 
I  think  are  selling  at  central  value  or 
a  little  below.  For  instance,  I  am  of 
the  opinion  that  the  highly  leveraged 
airlines  may  be,  if  anything,  a  little 
below  central  value;  and  that  the 
coppers,  or  most  of  them,  may  be  not 
much  above  central  value.  The  utili- 
ties are  hardly  above  central  value. 
Among  the  other  more  reasonably 
valued  stocks  I  would  include  Cana- 
dian Pacific  (16),  Chesapeake  <b  Ohio 
(52)  and  Norfolk  6-  Western  (71). 

Some  of  the  evidences  that  stocks 
generally  are  above  central  value  are 

1)  the  fact  that  the  DJI  has  lately 
been  at  the  highest  level  in  history; 

2)  the  exceedingly  high  price/ earn- 
ings multiples  for  most  of  the  really 
great  growth  stocks;  3)  the  much- 
increased  capitalization  due  to  so 
many  splits  in  recent  •  years,  which 
makes  for  very  small  fractions  of  own- 
ership (shares);  4)  the  oft-repeated 
observation  that  earnings  multiples 
of  sound  stocks  increase  as  earnings 
improve,  whereas  in  theory  multiples 
should  deteriorate  as  prosperity  in- 
creases and  improve  when  there  is  a 
lack  of  prosperity;  5)  the  very  low 
dividend  returns  for  most  stocks,  ex- 
cept the  risky  REITs,  the  utilities 
and  a  few  of  the  rails;  and  ahove  all 


6)  the  greater  income  attractiveness 
of  good  bonds.  A  yield  of  4%,  3%  or 
even  less  on  stocks  when  7/2%  is  avail- 
able on  bonds  is  cause  to  pause  un- 
less there  is  a  20%  or  more  apprecia- 
tion left  in  stocks. 

In  the  stock  market,  everyone  likes 
optimism.  While  this  column  is  not 
intended  to  be  overwhelmingly  bear- 
ish, or  to  predict  an  immediate  drop 
in  prices,  its  aim  is  to  be  sufficiently 
cautionary  to  make  the  reader  think. 
The  import  is  that  it  is  time  for  the 
investor  to  buy  less  and  sell  more, 
rather  than  a  time  to  sell  eveiything 
and  go  into  cash. 

Actually,  I  find  that  in  talking  to 
other  analysts  my  expectations  of 
maximum  prices  for  the  DJI  this  year 
are  a  bit  higher  than  those  of  most 
of  my  brethren.  I  have  been  talking 
about  something  nearer  1300  than 
1200.  You  know  the  percentage  from 
current  levels  to  1200  is  not  as  high 
as  the  number  of  Dow  Jones  points 
makes  it  look.  If  you  think  only  in 
terms  of  a  rise  from  917  in  October 
to  1200,  central  value  would  be  about 
1060,  and  the  recent  intraday  high 
was  1067.20.  I  think  the  real  under- 
valued base  probably  is  considerably 
under  917  for  the  Dow.  Indeed,  cen- 
tral value  may  be  well  below  1000. 

The  mid-January  setback  in  stocks 
demands  interpretation.  Remember 
that  consolidation  was  in  order  after  a 
16%  rise  in  three  months,  that  the 
implications  of  Phase  3  include  more 
labor  strife,  that  suddenly  there  has 
been  more  worry  about  inflation,  and 
that  less  emphasis  on  price  controls 
almost  automatically  means  more  em- 
phasis on  money  restraint  as  an  in- 
flation-control mechanism.  So  far  as 
the  better  news  from  Vietnam  goes, 
that  was  long  expected  and  dis- 
counted in  advance;  the  Vietnam  div- 
idend is  at  least  90%  psychological 
since  the  war  machine  in  the  Far 
East  has  already  been  at  least  90% 
withdrawn. 

Leverage  in  Airlines 

In  thinking  about  the  airlines,  it 
seems  to  me  that  resolution  of  most 
of  their  problems,  such  as  fare  chaos, 
costs  of  hijacking  prevention  and 
airport  overcrowding,  are  inevitable 
—and  sooner  rather  than  later.  There's 
high  leverage  in  these  stocks,  and  it 
would  be  dangerous  indeed  to  as- 
sume that  per-share  profits  in  1973 
will  be  lower  than  in  1972.  Pan  Ameri- 
can (9)  has  the  most  leverage  and 
involves  the  larger  risks,  but  per- 
centagewise profits  could  be  larger. 
KLM  Royal  Dutch  (34)  has  the  lever- 
age  without    the    financial    dangers. 

TWA   (39)    may  surprise  us  with   its 

good  earnings.  American  Airlines  (21) 
has  always  been  well  managed.  ■ 
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Stock 
Analysis 


A  Rocky  Road 


By  Heinz  H.  Biel 


A  couple  of  months  ago  (Forbes, 
Dec.  15,  1972)  I  said  that  the  indi- 
vidual investor  might  return  to  the 
stock  market,  believing  that  the  lure 
of  making  good-sized  capital  gains  in 
stocks  -with  which  he  is  familiar,  such 
as  Telephone,  GM,  GE  and  the  big 
oils,  would  be  greater  than  his  yearn- 
ing for  safety  and  a  rich  7/2%  yield. 
Now  I  am  no  longer  so  sure. 

The  road  to  new  all-time  highs  last 
month  in  the  industrial  stock  aver- 
ages has  been  uncommonly  rocky  and 
full  of  unsuspected  potholes.  For  ex- 
ample, look  at  AMF,  a  pretty  good 
company  which  survived  the  collapse 
of  the  bowling  boom  in  the  early 
1960s  and  has  shown  rising  earnings 
for  the  past  several  years;  it  set  a 
new  record  in  1972  and  anticipates 
another  this  year.  The  stock,  after 
reaching  a  peak  last  spring,  moved 
within  a  narrow  three-point  range  in 
December.  Suddenly  the  bottom 
dropped  out,  and  within  a  few  days 
it  lost  some  30%  of  its  value. 

AMF  is  no  longer  considered  par- 
ticularly volatile  or  speculative  like,* 
for  instance,  a  Mountain  Fuel  Sup- 
ply. That  is  why  a  price  decline  of 
such  magnitude  comes  as  a  shock.  It 
shatters  the  confidence  of  investors, 
who  wonder  which  stock  will  be 
dumped  next  by  "them"— them  being 
the  institutions.  Who  wants  to  stand  in 
the  way  of  steamrollers? 

For  many  years  a  group  of  hard- 
boiled  Wall  Streeters  has  been  meet- 
ing regularly  for  a  weekly  luncheon 
to  exchange  ideas  and  opinions.  At 
the  last  meeting  of  the  year  every 
member  of  the  group  picks  his  stock 
of  the  year  and  puts  five  bucks  into 
the  pot.  Who  do  you  think  walked 
away  with  the  1972  pot?  Not  the 
ones  with  a  stock  that  doubled  in 
price  or  did  better.  The  winner  had 
picked  Bausch  &  Lomb  short— at  the 
year-end  of  1971  it  sold  at  88J2;  12 
months  later  the  price  was  27J*. 

Perhaps  inspired  by  this  success, 
four  members  of  the  group  chose  four 
stocks  for  going  short  as  potential 
contest  winners  for  1973.  Here  they 
are:  Walt  Disney,  Ponderosa  Systems, 
Sony  Corp.   and  Digital  Equipment. 


Warning:  Going  short  on  popular 
favorites  is,  or  can  be,  dangerous. 
Even  if  you  are  proven  to  be  right 
eventually,  it  can  cause  great  anguish 
and  ulcers  in  the  meantime. 

The  reason  for  telling  this  story  is 
obvious.  Many  of  the  pros  are  ex- 
tremely wary  of  stocks  which  sell  at 
such  fancy  multiples  as  the  four  men- 
tioned above.  They  just  don't  believe 
that  the  companies  can  possibly  be 
worth  as  much  as  they  are  selling 
for.  It's  one  thing  to  own  these  stocks 
from  way  back.  But  to  buy  them  at 
present  levels  is  risky,  to  say  the  least. 

What  Now? 

In  recent  weeks  the  market  has 
had  great  difficulty  in  making  up  its 
mind  which  way  to  go  next.  As  a  re- 
sult there  has  been  an  erosion  of  the 
technical  picture.  Once  again  the  dai- 
ly list  often  shows  more  downs  than 
ups,  and  new  lows  are  outnumbering 
new  highs.  While  peace  in  Vietnam 
now  really  seems  close  at  hand,  this 
happening  probably  has  lost  much  of 
its  force  as  a  bullish  market  factor. 
Business  news,  as  expected,  is  very 
good,  as  are  corporate  earnings  for 
1972  and  predictions  for  1973.  On  the 
negative  side,  however,  is  the  old  in- 
flation bugaboo,  which  revived  after 
the  shift  to  Phase  3. 

It  is  not  that  inflation  per  se  is 
bad  for  the  stock  market.  It  is  the 
fear  that  measures  to  combat  infla- 
tion, particularly  through  monetary 
means,  will  choke  the  bull  market. 
Credit,  after  all,  is  the  lifeblood,  and 
any  action  to  curtail  its  availability 
is  cause  for  concern.  The  problems  of 
1970  have  not  been  forgotten. 

So  far  I  can  see  none  of  the  tra- 
ditional signs  that  this  aging  bull  mar- 
ket—it is  now  well  into  its  third  year 
—has  passed  its  peak.  However,  after 
the  steep  advance  since  mid-October, 
a  period  of  irregularity  was  to  be  ex- 
pected. If  the  market  should  suffer  a 
significant  setback,  new  purchases  will 
be  in  order.  On  the  other  hand,  some 
profit-taking  might  be  advisable  if 
there  should  be  ~a  strong  rally,  which 
could  result  from  an  emotional  out- 
burst if  peace  comes  to  Vietnam.  ■ 
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65  BROADWAY,  NEW  YORK,  N.Y.  10006 


BROAD  STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 


Distribution 
From  1972 
Gain 


$1.20  a  Share 
Payable  Feb.  2,  1973 
Record  Date  Jan.  11, 1973 

65  BROADWAY,  NEW  YORK,  N.Y.  10006 
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RENTAL-PURCHASE  Program  Available 


Your  STAIR-GLIDE®  installs  easily  and  in  less 
than  2  hours.  No  marring  walls  or  stairway. 
No  special  wiring  required.  Shipped  from  fac- 
tory within  3  days.  STAIR-GLIDE®  ...  the  na- 
tion's largest  selling  stairway  elevator! 
USED  BY  THOUSANDS:  CARDIAC  PATIENTS, 
ARTHRITICS.  SENIOR  CITIZENS,  RESTRICTED 
PHYSICAL  ACTIVITIES,  POST  OPERATIVES  .  .  . 
and  household  convenience. 
WRITE  FOR  FREE  BROCHURE  AND  NAME  OF 
DEALER    NEAREST    YOU. 

AMERICAN  STAIR-GLIDE*  CORP. 

201  West  80th  Terrace,  Dept.  F-2 
Kansas  City,  Missouri  64114 


I 
I 

I 


WHICH  2 

NO-LOAD  FUNDS 

(no  broker  fee) 

ARE  RISING  SHARPLY? 
AGGRESSIVE  GROWTH 
FUNDS  REPORT® 

AGFR  dynamic  NO  LOAD  FUNDS 

continue  their  outstanding  performance 

Join  this  exciting  market— 

Read  this  month's  AGFR  Report 

Mail  $1.  today! 

Chas.  H.  Thomas,  Inc.  Dept.  F-5-3 
P.O.  Box  667,  Los  Altos,  Calif.  94022 

Gentlemen:  I  enclose  $1.  Please  send 
current  AGFR  Report  including: 
Most  Attractive  Funds  •  Supervised  List 
Exciting  New  Funds  •  Current  Ratings 
Buy/Sell  Recommendations 

Name 


Address. 


I 
I 
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Li 


_State Zip. 


TEST 

FINANCIAL  WORLD 

Uncovering  sound  stock  values  for  71 
years.  $6  tax-deductible  Trial  Offer 
gives  you  all  this:  12  weekly  issues;  3 
monthly  supplements  of  "Independ- 
ent Appraisals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-21,  17  Battery  Place, 
N.Y.  10004.  Money  back  guarantee. 


i      Wall  Street 
Review 


A  Performance 
Group  In  '73 


By  Robert  Stovall 


By  now  we  have  been  surfeited  with 
so  many  1973  forecasts  that  new  ones 
are  reduced  to  tedious  irrelevance. 
Upon  surviving  this  drugging  tedium, 
the  diligent  reader  can  sometimes  see 
beyond  the  sum  of  conventional  wis- 
dom and  sense  what  the  most  fertile 
fields  for  reaping  investment  ideas  in 
1973  will  be.  In  common  with  auto- 
mation systems  suppliers,  producers 
and  transporters  of  energy,  agribusi- 
ness seems  destined  to  be  one  of  the 
"in"  groups  of  1973. 

World  food  production  has  shown 
signs  of  a  serious  shortfall.  Reflecting 
a  new  candor  in  Chinese  economic 
reporting,  Peking  has  publicly  dis- 
closed that  China's  grain  production 
for  1972  was  less  than  in  1971.  Atro- 
cious weather,  political  disruption  and 
evidence  of  governmental  bungling 
have  been  canceling  the  gains  of  the 
"Green  Revolution."  Food  production 
in  many  underdeveloped  countries  in 
1972  did  not  improve  enough  to  keep 
pace  with  population  increase,  much 
less  allow  improvement  in  the  nutri- 
tional average. 

Investors  with  good  memories  can 
recall  that  about  ten  years  ago  much 
speculative  money  was  made  ( and  lost 
subsequently)  in  a  "feed-the-world" 
concept,  which  saw  the  farm  equip- 
ment companies  and  the  agricultural 
chemical  producers  build  in  too  much 
capacity.  The  decade  of  the  Sixties 
saw  the  world's  supply  of  grain  rising 
twice  as  fast  as  population. 

Last  year  saw  a  6%  decline  in 
worldwide  grain  production.  The  So- 
viet Union  termed  its  harvest  the 
worst  in  100  years;  this  led  to  an 
agreement  by  which  the  U.S.  is  ship- 
ping 19  million  tons  of  wheat  to  Rus- 
sia. Besides  Russia  and  China,  the  In- 
dian subcontinent,  Southeast  Asia,  the 
Philippines  and  much  of  South  Amer- 
ica have  also  been  struck  by  disap- 
pointing crops.  The  almost  daily  head- 
lines this  has  been  producing  plus  the 
highest  U.S.  wheat  prices  in  25  years 
are  spurring  farmers  to  seed  the  most 
wheat  acreage  in  five  years  and  to 
raise  a  record  crop  in   1973.  But  no 

Mr.  Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


matter  how  much  American  farmers 
plant,  next  year's  harvest  might  not 
be  enough  to  meet  domestic  and 
worldwide  demand. 

In  a  Growth  Cycle 

Experience  teaches  investors  to  be 
very  chary  when  told  that  one  indus- 
try group  or  the  other  has  entered  a 
"new  era,"  which  is  usually  manifest- 
ed by  a  lengthened  growth  cycle.  In 
the  past,  agribusiness  has  been  char- 
acterized by  more  mediocre-to-down 
years  than  strong  ones.  But  the  combi- 
nation of  increased  acreage  plantings, 
improved  farm  prices,  massive  foreign 
grain  sales  and  a  government  program 
which  is  encouraging  still  more  pro- 
duction via  the  restoration  of  the  in- 
vestment tax  credit  support  a  conclu- 
sion that  makers  of  farm  equipment 
and  agricultural  chemicals  and  seed 
growers  might  have  strong  years  in 
1973  and  perhaps  1974  to  add  on  to 
the  salutary  sales  and  earnings  of  the 
year  just  ended. 

Last  August,  Deere  ir  Co.  hosted  a 
symposium  of  security  analysts  and 
financial  writers  at  Waterloo,  Iowa, 
where  they  showed  off  their  new  gen- 
eration of  farm  equipment  and  indus- 
trial machinery  and  gave  the  scribes 
a  chance  to  drive  the  large-horsepow- 
er equipment.  Among  other  things, 
this  Iowa  trip  created  over  200  new 
experts  in  agricultural  machinery 
analysis.  This  newly  created  group  of 
industry  specialists,  plus  a  2-for-l 
stock  split  and  earnings  for  the  Oct. 
31,  1972  year  of  a  better-than-expect- 
ed  $3.82  per  share  vs.  $2.15  the  pre- 
vious year,  made  Deere  a  performance 
stock  in  the  second  half  of  1972. 
Frankly  optimistic,  Deere  believes 
that  1973  will  be  an  even  better  veai 
both  domestically  and  overseas,  where 
its  operations  were  in  the  black  last 
year  for  the  first  time  since  1961. 
Deere  may  earn  around  $4.50  a  share 
in  1973. 

The  best  of  forecasters  have  gone 
wrong  by  being  either  loo  optimistic 
or  too  pessimistic  in  predicting  farm 
income.  Since  the  primarj  determi- 
nant of  the  need  lor  lann  inaeluneix  is 
the  number  of  acres  under  cultiva- 
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tion,  chances  are  good  that  Deere 
management  may  be  right  this  year. 
As  more  acreage  is  being  cultivated, 
more  equipment  will  be  needed.  Gross 
farm  income  in  1972  probably  ap- 
proached $65  billion,  a  record  figure 
and  almost  7.7%  over  the  1971  fig- 
ure. A  surge  in  farm  produce  prices, 
however,  has  increased  net  farm  in- 
come more  than  twice  that  percent- 
age, encouraging  the  farmer  to  spend 
more  in  the  immediate  future. 

Certainly  the  upward  trend  of  do- 
mestic farm  prices  has  put  the  farmer 
in  a  good  mood  toward  taking  on 
more  debt,  and  probably  made  his 
lenders  willing  to  extend  the  funds. 
In  the  face  of  this  prosperity,  there 
is  some  pressure  to  lower  the  Depart- 
ment qf  Agriculture  economic  sup- 
port levels,  but  I  do  not  see  signs  of 
direct  controls  on  agricultural  output 
by  the  Nixon  Administration. 

Earnings  Up 

Another  leader  in  the  manufacture 
of  heavy  farm  equipment  benefitting 
from  the  worldwide  trend  to  larger 
farms,  as  well  as  an  important  factor 
in  truck  production,  is  International 
Harvester,  which  also  surprised  its 
supporters  by  reporting  earnings  of 
$3.17  a  share  in  fiscal  1972  vs.  $1.65 
in  1971.  For  the  new  year  estimates 
exceed  $3.75  a  share.  A  third  full-line 
producer  of  farm  equipment  and  the 
most  diversified  geographically  is  Mas- 
sey-Ferguson  Ltd.,  which  earned  $1.76 
a  share  for  the  year  ended  Oct.  31, 
1972.  Despite  a  six- week  strike  in 
Canada  last  fall,  the  company  may  do 
as  much  as  $2.25  a  share  in  the  cur- 
rent fiscal  year.  Allis-Chalmers  has  5 
not  been  sharing  in  farm  prosperity. 
Specialized  farm  equipment  is  made 
with  varying  degrees  of  success  by 
divisions  of  Sperry  Rand,  Tenneco, 
Ford  and  White  Motor. 

Looking  further  afield,  these  posi- 
tive forces  working  in  favor  of  com- 
panies which  help  the  American  farm- 
er produce  food  and  fiber  include  such 
agricultural  chemical  producers  as 
American  Cyanamid,  International 
Minerals  &■  Chemicab,  Monsanto  and 
Stauffer;  seed  producers  include  DE- 
KALB AgResearch,  Funk  Seeds  and 
Northrup,  King.  It  is  ironic  that  the 
much  maligned  farmer  and  the  risky, 
highly  cyclical  industries  that  serve 
him  have  now  combined  to  produce 
the  one  area  of  expertise  which  the 
U.S.  shares  with  no  other  country  in 
the  world.  Others  can  produce  auto- 
mobiles, color  television  sets,  transis- 
tors and  pharmaceuticals  of  like  qual- 
ity to  ours,  and  frequently  cheaper.  In 
the  field  of  agribusiness,  however,  we 
have  no  real  competitor.  I  can  see  no 
end  to  the  favorable  analyses  being 
published  on  this  industry.   ■ 
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You  don't  have  to  give  up 
control  of  your  portfolio  and 
pay  a  percentage  fee  to  get 
competent  investment  counsel 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
dends— to  someone  to  manage  and  trade  at  his  discretion  on  a  per- 
centage fee  basis,  consider  the  alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel 
and  keep  complete  control  over  your  portfolio.  You  will  issue  buy  and 
sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be  much 
less  than  you  expect. 

The  Babson  organization's  68  years  experience,  independent  research 
department,  modern  in-house  computer  plus  individual  attention  to 
your  portfolio,  assure  you  of  unbiased,  professional  investment  counsel 
precisely  suited  to  your  particular  investment  aims  and  needs.  Mail 
this  coupon  for  complete  details. 


tfljTfc 


babson's  reports  inc. 


Dept.  F-952 


Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 
Founded  in  1904  by  Roger  W.  Babson 

Please  send  information  on  Babson's  Inveslment  Appraisaf  and  Review  Counseling  Service. 
Name 


Street&  No. 
City  


State 


Zip 


INVESTIGATE  THE 


Established 
1950 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


rH  ■■      ^^   Mail  Coupon  for  Free  Prospectus  and  Literature   H  BB  H  HI  V8 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 

■  One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 

■  NAME 

-      ADDRESS ■ 


ADDRESS. 
CITY 


.STATE. 


.ZIP. 
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A 


FOR 
DADDIES 

Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
afraid.  It's  what  you  don't  know 
that  can  hurt  you. 

'AMERICAN  CANCER  SOCIETY 


AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 

REGISTERED  SEC.   INVESTMENT  CONTRACT 

MAY  PRODUCE  INCOME  TAXABLE  AS 

CAPITAL  GAINS 

JAN.  1973  SELLING  PRICES 

1964  GRAIN    $1.06  per  gallon 

1963  GRAIN    $1.13  per  gallon 

1962  GRAIN    $2.01  per  gallon 

1961  GRAIN    $3.60  per  gallon 

Prices  and  supplies  subject  to  change  without  notice. 

This  commodity  staple  is  traded  in  dollars, 
sterling  or  other  currencies— minimum  $2400 
—and  is  not  subject  to  interest  equalization 
tax. 

Please  send  for  Prospectus 

ACCRUED  EQUITIES,   INC. 

f  Since  1954) 

Write  F.  M.  Schoenwald 

122  E   42nd  St..  N.Y..  N.Y.  10017  (212)  M0  1-3595 


DON'T  YOU  NEED  A  YEAR-END 
SUMMARY  OF  ALL  YOURQ 
STOCK  TRANSACTIONS      f 

Our  computerized  service  provides  this  plus  monthly 
reports  with:  •  COST  DATA  &  DATES  •  CUR- 
RENT  VALUES.  GAINS  4.  LOSSES  •  PERFORM- 
ANCE  INDICATORS.  UP-TO-DATE  RECORDS 
ON  THE  PEFORMANCE  OF  EACH  STOCK  AND 
BOND  YOU  OWN. 

SHAREHOLDERS   DATA   CORPORATION 

711    Wilcox   Building   •    Portland,    Oregon   97220 
(503)     222-92S8 


OUR  PRUNE  DANISH  NEEDS  HELP!  . . . 

Creative  radio  commercial  production 
co.  &  ad  agency  needs  backers  and/or  in- 
vestors for  start-up/in  NYC  Metro  area. 
Concepts  offer  great  growth  potential. 
Please  reply  to  Danbart-Scheft  and  Asso- 
ciates, 527  Madison  Avenue,  New  York, 
New  York  10922  if  interested. 


M&f  Technician's 
Perspective 


A  Supply/ Demand 
Controversy 


ByJohnW.SchuIz 


Stock  market  views  are  often  con- 
troversial. On  Jan.  1  I  tried  to  explain 
why,  contrary  to  widespread  opin- 
ion, the  public  neither  need  nor  should 
be  counted  on  as  a  fresh  source  of 
demand  to  support  higher  stock 
prices.  To  the  contrary,  the  record  of 
the  past  dozen  years  suggests  that  the 
public's  stock  sales  are  likely  to  keep 
exceeding  its  stock  purchases. 

On  Jan.  13  Business  Week  report- 
ed another  analyst's  view  of  this  phe- 
nomenon. His  "flow-of-funds  arith- 
metic" says  that  this  year's  "demand 
for  stocks  will  fall  short  of  supply  by 
$13  billion  to  $29  billion,"  and  that 
this  imbalance  "could  produce  'a 
1929-type  crash' "  which  could  "send 
the  Dow  hurtling  below  600."  Pretty 
strong  stuff. 

According  to  the  article,  a  major 
premise  for  this  conclusion  is  an  esti- 
mate that  margin-account  investors 
last  year  bought  $16  billion  worth  of 
stock,  inasmuch  as  "stock  market 
credit  shot  up  a  staggering  $7.2  bil- 
lion" during  1972  when  the  margin 
rate  was  55%  most  of  the  time.  Pre- 
sumably as  a  consequence,  "margin 
buyers  are  overextended  and  will  ei- 
ther stand  pat  this  year  or  liquidate 
up  to  $6  billion,"  while  "other  indi- 
viduals will  take  $20  billion  to  $24 
billion  out"  of  the  stock  market. 

Now,  I'm  prepared  to  quarrel  with 
these  numbers.  According  to  New 
York  Stock  Exchange  statistics,  mar- 
gin-account debit  balances  rose  $2.5 
billion,  not  $7.2  billion,  during  1972. 
With  a  55%  margin  requirement,  this 
increase  could  have  supported  net 
stock  purchases  of  at  most  $4.65  bil- 
lion, possibly  no  more  than  $2.5  bil- 
lion; but  some,  perhaps  much,  of  it 
may  have  gone  for  net  bond  pur- 
chases. No  one  knows  for  sure.  Nor 
is  it  a  foregone  conclusion  that  mar- 
gin buyers  overextended  themselves 
in  1972:  The  NYSE  estimates  aggre- 
gate potential  buying  power  in  cus- 
tomers' margin  accounts  at  $8.9  bil- 
lion last  December,  against  $9.4  bil- 
lion a  year  earlier. 

I'm  also  prepared  to  quarrel  with 

Mr.   Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co..  Inc. 


any  stock  market  flow-of-funds  esti- 
mate which  implies  that  supply  will 
exceed  demand  (or  vice  versa).  Flow- 
of-funds  accounts  are,  by  definition 
and  necessity,  always  in  balance:  No 
funds  "flow"  unless  supply  equals  de- 
mand in  completed  transactions.  I'll 
quarrel,  too,  with  any  f-o-f  estimates 
that  hinge  on  a  prestipulated  volume 
of  stock  market  dealings  by  the  public 
(households).  Stock  transactions  by 
households  are  reported  not  on  the 
basis  of  hard  statistics  or  represen- 
tative samples,  but  as  a  "residual,"  ar- 
rived at  by  striking  the  balance  be- 
tween net  stock  purchases  and  sales  on 
other  market  sectors,  for  which  rea- 
sonably hard  statistics  are  obtainable. 

Bull  Market  Indicator 

Thus  we  know  statistically  about 
how  much  new  stock  is  sold  (net  of 
requirements)  by  corporations  seeking 
more  capital;  about  how  much  is 
bought,  on  balance,  by  various  insti- 
tutional investors;  and  about  how 
much  is  bought  or  sold,  net,  by  for- 
eign investors.  If,  on  balance,  trans- 
actions on  these  three  sectors  result 
in  more  stock  purchases  than  sales, 
then  f-o-f  accounting  will  show  house- 
holds (the  public)  as  net  sellers  of 
stock  in  the  same  dollar  amount. 

This  means  no  one  can  project  stock 
market  flow-of-funds  relationships  by 
starting  from  an  assumption  about 
how  much  stock  the  public,  including 
margin  investors,  might  or  might  not 
be  wanting  to  sell  on  balance.  If  the 
analyst  quoted  by  Business  Week  is 
right  in  his  pessimistic  estimate  that 
institutional  investors  this  year  will 
buy  only  $16  billion  worth  of  net 
stock  (vs.  maybe  $18  billion  last 
year);  that  net  new  stock  issues  will 
be  up  from  $13  billion  to  $15  billion; 
and  that  net  foreign  buying  will  be 
"negligible,"  then  a  1973  f-o-f  projec- 
tion must  necessarily  place  house- 
holds' net  stock  sales  at  $1  billion. 

On  the  record,  anyway,  the  public- 
lends  to  sell  more  stock  In  Strong  mar- 
kets  than   in  weak   ones.    Hence,    am 

projection  of  sharply  highei  net  stock 
sales  by  households  ought  to  call  tor 
a  bull  market,  not  a  bear  market.  ■ 
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What  do  you  know  about 
your  stocks  right  now! 


Some  may  have  gone  up  in  price 
since  you  bought  them.  Should  you  hold 
them  for  further  gains  or  is  this  a  good 
time  to  take  your  profits?  Some  may  have 
gone  down.  Are  they  in  for  further  de- 
terioration or  major  recovery?  Some  may 
have  gone  "nowhere".  What  should  you 
do  about  them? 

What  about  the  earnings  prospects 
of  your  stocks'?  And  what  about  the  latest 
changes  in  the  stock  market  as  a  whole? 
How  do  they  affect  your  particular 
holdings? 

Whether  your  source  of  investment 
guidance  is  an  advisory  service,  a  broker, 
or  your  own  investigation— the  chances 
are  that  you  knew  considerably  more 
about  your  stocks  at  the  time  of  pur- 
chase than  you  do  currently. 

This  is  not  as  it  should  be.  You  need 
to  be  kept  continually  up-to-date  on  your 
stocks,  so  that  your  decisions  to  continue 
holding,  to  buy  more,  or  to  sell  are  at 
least  as  well  founded  as  your  original 
decisions  to  buy.  This  applies  no  matter 
how  few  or  how  many  stocks  you  own. 

Value  Line  covers  more  than 
1400  stocks 

.  .  .  not  now-and-then  but  regularly 
and  systematically.  These  1400— which 
encompass  virtually  all  active  stocks  on 
the  New  York  Exchange  plus  hundreds 
of  leading  issues  traded  on  the  American 
Stock  Exchange  and  Over-the-Counter— 
account  for  the  vast  preponderance  of 
the  dollar  value  of  all  shares  traded  in 
U.S.  securities  markets.  The  Value  Line 
can  bring  you  up-to-date  continually— 
and  keep  you  up-to-date  continually— on 
any  or  all  of  them  that  interest  you. 

Value  Ling  rates  all 
1400  stocks  Every  Week 

...  in  our  24-page  weekly  Summary 
of  Advices.  The  1400  stocks  are  listed 
alphabetically,  showing  how  each  is  cur- 
rently rated  on  four  specific  factors:  (a) 
Probable  Relative  Market  Performance 
in  the  Next  12  Months,  (b)  Relative  Ap- 
preciation Potentiality  in  the  Next  12 
Months,  (c)  Relative  Estimated  Yield  in 
the  Next  12  Months,  and  (d)  Relative 
Safety. 

On  each  of  these  four  counts,  each 
stock  is  numerically  rated  from  1  (High- 
est) down  to  5  (Lowest)— so  you  can  tell 
at  a  glance  where  each  stock  stands,  in 
the  entire  1400-stock  spectrum,  on  the 


investment  factors  of  special  importance 
to  you. 

Value  Line  gives  you 
comprehensive  analyses 
of  over  1400  stocks 

.  .  .  each  one  the  subject  of  a  fact- 
filled  full-page  report  every  13  weeks 
(four  times  a  year).  Each  full-page  report 
presents  a  wealth  of  statistical  data  on 
the  company  and  its  stock,  with  updated 
projections  of  future  results,  plus  a  con- 
cise summary  of  the  latest  salient  de- 
velopments of  investment  significance. 

Each  week  we  issue  more  than  100 
such  reports.  All  1400  stocks  under 
survey  are  covered  this  way  during  a  13- 
week  cycle— in  regular  rotation  by  indus- 
try group.  Amd  the  overall  industry 
groups  themselves  are  concurrently  ana- 
lyzed in  depth. 

All  told,  therefore,  Value  Line  gives 
you  full-page  reports  on  each  of  over 
1400  stocks  every  13  weeks,  and  up- 
dated ratings  of  each  of  over  1400  stocks 
every  single  week. 

NOTE:  The  Value  Line  ratings  of 
more  than  1400  stocks  are  not  infallible. 
But,  over  the  years,  such  a  large  percent- 
age have  actually  performed  in  ac- 
cordance with  their  ratings  that  the 
probabilities  stand  strongly  in  favor  of 
the  investor  who  systematically  lines  up 
his  stock  investments  with  the  Value  Line 
ratings. 

Value  Line  gives  you 
specific  recommendations 

Each  week  the  8-page  Selection  & 
Opinion  section  of  the  Value  Line  Survey 
presents  a  detailed  recommendation  of 
a  new  Especially  Recommended  Stock 
(thiee  a  month)  or  Special  Situation  (one 
a  month). 


Here,  too,  you  receive  continual  fol- 
lowup—so  that  you  are  never  in  doubt 
about  our  current  evaluation  of  a  recom- 
mended stock  you  may  have  purchased. 

NOW,  COMPARE 

Do  you  get  this  kind  of  assistance 
from  your  present  sources  of  investment 
guidance?  Compare  what  you  look  for 
with  what  you  actually  get.  If  the  com- 
parison leaves  you  less  than  fully  satis- 
fied, then  we  believe  The  Value  Line 
Investment  Survey  may  have  the  answer 
for  you. 

If  you  think  the  Value  Line  Survey 
may  give  you  more  and  better  invest- 
ment service— may  do  a  superior  job  of 
helping  you  build  and  protect  your  capi- 
tal—then act  now  on  that  possibility  and 
see  for  yourself  if  it  proves  true. 

1 3  weeks  of  Value  Line  for  $25. 

(REGULARLY  $49) 

The  coupon  below  will  permit  you  to 
put  The  Value  Line  Investment  Survey  to 
the  test  at  the  special  13-week  introduc- 
tory rate  of  only  $25.  You  save  almost 
half  the  regular  $49  fee. 

Plus  this  1800-page  Bonus 

Under  this  special  trial  offer  you 
will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks 
covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring 
binders.  This  Value  Line  Reference  Serv- 
ice, which  alone  sells  for  $25,  will  be 
yours  at  no  extra  charge  under  this  offer. 

If,  for  any  reason,  Value  Line  should 
fail  to  come  up  to  your  expectations,  re- 
turn the  material  within  30  days  and  your 
money  will  be  refunded  in  full  and 
promptly.  And  remember,  your  fee  is 
fully  tax-deductible. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  ■  5  East  44th  St.,  New  York,  N.Y.  10017 


Y-16C01 


□  Begin  my  13-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $25.  As  a  bonus  at 
no  extra  cost,  I  will  also  receive  The  Inves- 
tors Reference  Service.  I  have  enclosed  my 
$25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and 
is  available  only  once  to  any  subscriber. 

□  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service  for 
$189. 

□  Payment  enclosed        □  Bill  me  for  $189 


Signature 


Name  (please  print) 


Address 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N.  Y.  residents  please  add  applicable  sales  tax.  For- 
eign rates  available  on  request.  (No  assignment  of  this 
agreement  will  be  made  without  subscriber's  consent.) 


The 
Market 
Outlook 

By  Sidney  B.  Lurie 


A  Broadening  List 
Of  Superstars 


The  fact  that  the  overall  business 
environment  is  good  is  evident  on  a 
great  many  fronts,  ranging  from  the 
upward  trend  of  machine  tool  orders, 
to  strengthened  prices  and  lengthened 
deliveries  in  the  paper  industry,  to 
rising  capital  goods  spending  and 
booming  retail  trade.  Actually,  all  can 
be  summed  up  by  the  prosperity  in 
Detroit,  where  first-quarter  production 
schedules  will  hit  a  new  high.  In  short, 
the  momentum  that  has  developed  in 
the  economy  in  the  past  year  has  be- 
come so  broad  and  so  well  balanced 
that  this  could  be  an  era  where  real- 
ity exceeds  expectations. 

Furthermore,  it  seems  to  me  that 
the  excesses  and  strains  which  his- 
torically have  pointed  to  a  cyclical 
peak  are  conspicuous  by  their  ap- 
pearance. This  means  that  the  upturn 
could  last  well  into  the  Seventies,  par- 
ticularly inasmuch  as  one  old  basic 
industry  is  becoming  our  newest 
growth  industry.  More  specifically,  I 
believe  the  increase  in  1972  net  farm 
income  to  a  new  record  of  almost  $19 
billion,  some  10%  better  than  the  old 
mark  established  a  quarter  of  a  cen- 
tury ago,  is  an  unappreciated  new 
plus  in  the  overall  outlook.  After  all, 
increased  farmer  purchasing  power 
can  have  a  ripple  effect  throughout 
the  entire  economy,  whether  it  be  via 
the  railroads  that  haul  grain  or  the 
machinery  manufacturers  that  supply 
farm  equipment. 

A  Long-Lasting  Boom? 

All  of  which,  in  my  opinion,  points 
to  a  continuing  vogue  in  the  compa- 
nies whose  prosperity  is  wholly  or 
partly  dependent  on  the  farmer.  True, 
farm  prosperity  as  such  isn't  complete- 
ly new  to  the  marketplace.  The  part 
that  is  new  about  the  farm  related 
area  of  the  economy— and  which  will 
be  reflected  in  multiples— is  the  pros- 
pect that  this  could  be  a  long-lasting 
boom.  Furthermore,  capital  gains  op- 
portunities can  develop  in  a  number 
of  places. 

For  example,  I  see  interesting  spec- 
ulative   possibilities    in    a    company 

Mr.    Lurie    is    a    partner    in    the    New    York    Stock 
Exchange  firm  of  Josephthal   &  Co. 


called  Funk  Seeds  (over-the-counter 
at  around  23)  and  not  just  because  it 
is  the  statistically  cheapest  stock  in  a 
group  that  is  attracting  increasing  at- 
tention. The  little-known  farm  seed 
industry  has  a  number  of  major  pluses 
going  for  it,  which  I  believe  makes 
the  long-term  outlook  exceptionally 
bright,  and  Funk  is  the  second  or 
third  largest  producer  of  hybrid  corn 
seed.  This  company  is  making  a  ma- 
jor change  in  its  marketing  system  this 
year  which  in  time  should  substantial- 
ly increase  profit  margins  as  well  as 
boost  sales.  While  the  cost  of  this 
changeover  will  be  a  drag  on  1973 
results,  which  should  be  up  modestly, 
I  believe  there  is  a  potential  for  a 
sharp  earnings  gain  in  1974.  And  the 
multiple  meanwhile  should  improve. 
Earnings  in  1972  were  about  $1.25 
per  share  as  against  $1.01  in  1971. 

On  an  overall  basis,  Phase  3 
strengthens  my  belief  that  corporate 
earnings  will  increase  sharply  in  1973. 
With  perhaps  a  third  of  American 
industry  bumping  against  the  previous 
profit  margin  ceiling,  the  benefits  will 
be  widespread  and  apply  not  just  to 
the  obvious,  autos  or  cements,  but 
to  a  wide  variety  of  businesses  in- 
cluding oil  and  natural  gas.  The  net 
effect  is  to  confirm  my  previous  belief 
that  the  1973  list  of  stock  market 
superstars  will  broaden  out  and  fea- 
ture the  more  cyclical  areas  of  the 
economy  rather  than  just  the  growth 
stock  segment. 

In  this  connection,  I'm  raising  my 
estimate  of  Ford  Motors  1972  earn- 
ings to  $8.40-$8.50  per  share,  which 
would  compare  with  $6.18  per  share 
in  1971.  One  of  the  reasons  for  my  in- 
creased estimate  is  the  fact  that  the 
company's  overseas  profits  were  the 
second  best  in  history,  around  $1.40 
per  share.  On  the  demand  side  of  the 
ledger,  everything  points  to  further 
gains  in  1973:  Production  will  be  an 
alltime  record  in  the  first  quarter; 
people  are  ordering  more  optional  ac- 
cessories; European  earnings  should 
be  even  better,  and  margins  have  im- 
proved. With  this  year's  earnings  po- 
tential in  the  $9  to  $10  per-share 
area.    Ford   at    around    77   continues 


to  be  one  of  my  special  favorites. 
I  can  also  see  a  case  for  General 
Foods  (around  29,  paying  $1.40). 
The  fiscal  1972  and  1973  interrup- 
tion to  the  previous  growth  trend  is 
now  past  history.  I  believe  that  the 
company's  venture  into  the  fast  food 
business  has  been  contained  and  this 
venture  is  now  marginally  profitable. 
c  There  appears  to  be  sufficient  internal 
earnings  dynamics  to  produce  an  im- 
pressive recovery  in  the  1973-74  fiscal 
year,  which  starts  Apr.  1.  Earnings  in 
the  fiscal  year  ending  next  March  may 
be  about  $2.20  per  share  as  com- 
pared with  $2.26  in  the  1972  fiscal 
year  and  $2.38  in  the  1971  fiscal 
peak.  Incidentally,  more  General 
Foods  cups  of  coffee  are  being  sold 
now  than  ever  before,  and  the  com- 
pany should  be  able  to  grow  faster 
than  the  grocery  business  as  a  whole. 

An  Interesting  Speculation 

If  you  are  in  a  position  to  assume 
the  risks,  Cerro  Corp.  (around  16) 
could  be  interesting.  A  sizable  in- 
crease in  earnings  from  a  trucking 
subsidiary  is  in  prospect  this  year,  as 
is  a  continued  gain  in  the  company's 
fabricating  division  profits  which  will 
account  for  about  30%  of  total  pretax 
net.  A  gain  of  roughly  20%  in  the 
company's  real  estate  group's  earn- 
ings is  also  possible.  In  short,  I  be- 
lieve 1973  earnings  could  be  in  the 
area  of  $2.75  to  $3  per  share,  as  com- 
pared with  an  estimated  $2  to  $2.25 
in  1972.  With  metal  prices  having 
improved,  the  company's  Peruvian 
mining  profits  should  be  at  least  as 
good  as  in  1972  despite  higher  labor 
costs.  Moreover,  Phase  3  should  help 
earnings  of  the  company's  50%-owned 
cement  subsidiary. 

It's  relatively  easy  to  identify  com- 
panies with  the  promise  of  a  20%  or 
better  earnings  improvement  poten- 
tial in  1973.  But  the  question  of 
which  will  be  on  the  1973  list  of  stock 
market  superstars  is  not  so  simple. 
Contrary  to  popular  impression,  the 
best  performing  groups  of  a  given 
year  are  more  likely  to  be  found  in 
the  seemingly  colorless  rather  than 
exotic  areas  of  the  economy.  Witness 
the  fact  that  restaurant  stocks  were 
at  the  top  of  the  stock  market  hit 
parade  in  both  1972  and  1971.  Fur- 
thermore, styles  in  securities  change 
annually.  Witness  the  tact  thai  nine 
of  the  15  top  performing  groups  of 
1971  did  not  appear  on  the  1072  list. 
Yet  the  fact  that  six  did  remain— there 
was  complete  change  in  the  characlei 

of  the  top  performing  groups  In  each 
of  the  four  preceding  years    suggests 
thai    something   new   in    market    ap 
proach  may  have  developed:  the  pes 
sibility  oi    a   long-lasting   interest,   il 
the  Story  is  strong  enough.    ■ 
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READERS  SAY 


( Continued  from  page  12 ) 

solved  by  any  of  the  health  insurance 
care  proposals  because  people,  regardless 
of  incentive,  may  not  elect  to  live  and 
practice  in  certain  areas.  Similar  com- 
ments could  be  made  about  other  facts 
underlying  the  so-called  health  crisis. 

We  fully  accept  the  thought  that  the 
private  sector  cannot  adequately  resolve 
these  issues  without  governmental  action, 
and  this  concept  is  included  in  the  legis- 
lation we  support,  the  National  Health- 
care Act. 

—John  H.  Filer 

Chairman, 

Aetna  Life  and  Casualty  Co. 

Hartford,  Conn. 

Sib:  The  politicians  want  us  to  be- 
lieve there  is  a  health  care  crisis.  Sad  to 
say,  there  is  not;  99%  of  my  patients  are 
happy  with  the  care  they  get  from  me. 

—Leo  R.  Green,  M.D. 
Alton,  111. 

Sir:  We  feel  the  Kennedy  approach 
to  be  totally  destructive  to  our  health 
care  system  and  possibly  to  the  American 
economy  as  well. 

—John  C.  Neff 

President, 

Hospital  Corp.  of  America 

Nashville,  Tenn. 

Sir:  Weak,  if  fashionable,  thinking. 

—James  A.  Krug,  M.D. 
Olympia,  Wash. 

Sir:  Pathetic  .  .  . 

—Edward  S.  Hvman,  M.D. 

Secretary, 

American  Association  of  Council 

of  Medical  Staffs  of  Private* 

Hospitals,  Inc. 

New  Orleans,  La. 

Sir:  Pure  socialism. 

— L.H.  Fullerton,  M.D. 
New  Vienna,  Ohio 

Sir:  You  should  know  better. 

— E.R.  Jennings,  M.D. 

Professor  of  Pathology, 

University  of  California 

Irvine,  Calif. 

Wrong  Numbers 

Sir:  Perkin-Elmer's  five-year  annual 
earnings  growth  (Jan.  1 )  was  not  3.6%. 

— Maynard  Johnson 
Warren,  Mich. 

A  2-1  stock  split  was  missed.  The 
growth  rate  should  have  been  14%.  Per- 
kin- Elmer  would  have  ranked  99th  in 
that  category— Ed. 

Sir:  There  are  several  inaccuracies  on 
Del  Monte  Corp.,  the  most  glaring  of 
which  show  DMC's  latest  12-month  earn- 
ings as  a  deficit,  when  DMC  actually 
earned  $1.96  per  share.  This  also  affects 
the  P/E  ratio,  which  should  be  11,  not 


INVESTMENT 
MANAGEMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for 
possible  capital  appreciation  for  investors 
who  appreciate  the  risks  and  rewards  of  a 
securities  portfolio.  You  own  the  stocks  — ■ 
the  account  is  in  your  name  with  your  broker. 
But  we  give  all  the  buying  and  selling  orders. 
We  have  a  full-time  staff  of  experienced 
market  analysts  and  research  people.  If  this 
makes  sense  to  you,  give  us  permission  to 
send  you  our  booklet  "Personal  Investment 
Management"  by  Spear  &  Staff. 


SPEAR&STAFF.INC. 

Investment  Management  Division  Dept.  MF201 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
your  investment  management  brochure. 

Name 

Address — 


.State. 


.Zip. 


My  broker  is 

Confidentially,  my  account  would  amount  to  about  $_ 


2  Months  Dow  Theory  Forecasts 

For  Only  $1.00  (Reg.  $16.00  Value) 

On  Special  Offer  Below 

For  stock  market  investors  who  have  not  tried  our  weekly  Advisory  Service,  we  make 
this  Special   Introductory  Offer— 

1.  Service  each  week  for  the  next  8  weeks  for  only  $1.00.  This  is  a  $16.00  value 
based   on    regular  3   month   subscription    rates. 

2.  Our  buy-sell-hold  advice  on  "20  Low  Priced  Stocks  With  3  Still  Under  $15,"  our  list 
of  "6  Stocks  To  Split  Before  April  1"  (companies  that  have  publicly  announced 
that  they  plan  stock  splits,  subject  to  stockholder  approval  if  necessary),  and  our 
buy-sell-hold  advice  on  "22  Volatile  Issues"  such  as  IBM,  Xerox,  TelePrompTer,  etc. 

These  are  the  same  lists  given  to  regular  clients,  and  the  Service  will  be  exactly  the  same 
as  received  by  regular  clients. 

Get  These  Investment  Aids  In  Service 

As  part  of  the  Service  you  will  receive  27  investment  aids  including:  (1)  Stock  Service 
Digest— a  consensus  of  what  25  other  well-known  Investment  Advist -s  are  recommending; 
(2)  Model  Stock  Portfolios;  (3)  Group  Studies— shows  comparative  price  performances  of  77 
industries  and  over  600  stocks;  (4)  Our  Master  List  of  Recommended  Stocks;  (5)  Our  Recom- 
mendations for  Growth  as  well  as  Income;  (6)  Buy-Sell-Hold  Recommendations  on  700 
Stocks  and  Consultation   Privileges. 

Full   Guarantee 

Your  full  guarantee  of  satisfaction  applies  at  all  times,  of  course.  If  you  are  dissatisfied 
for  any  reason  whatsoever,  your  $1  will  be  refunded  with  no  questions  asked.  Fill  out  and 
return  the  coupon  today.  (Subscription  cannot  be  assigned  without  your  consent.) 


MAIL    COUPON    TODAY    

DOW  THEORY  FORECASTS,   INC.,   Dept.   F2-1-73 

P.O.  Box  4550,  Grand  Central  Station,  New  York,  New  York  10017 

□  Send  Airmail.  25  cents  additional. 


NAME 


ADDRESS 

CITY STATE. 


.ZIP. 
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Hey,  Vansant  Dugdale! 

Some  of  the  most  important  executives  you  know  run  these  companies: 

Allegheny  Airlines  Goodyear  Tire  &  Rubber  Co. 

Allegheny  Ludlum  Industries,  Inc.  (Kelly-Springfield  Tire  Co.) 

Bassett  Furniture  Industries  Koppers  Company,  Inc. 

The  Black  &  Decker  Mfg.  Co.  Marriott  Corp. 

The  Carborundum  Co.  McCormick  &  Co.,  Inc. 

The  Flintkote  Co.  Price,  T.  Rowe,  &  Associates,  Inc. 

(Harry  T.  Campbell  Sons'  Co.)  Studebaker-Worthington,  Inc. 
Grace,  W.  R.,  &  Co.  (Gravely  Corp.) 

And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan*: 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 


Magazine 

No. 

% 

FORBES 

133 

79.6 

Business  Week 

89 

53.3 

Fortune 

82 

49.1 

Time 

74 

44.3 

Newsweek 

50 

29.9 

U.S.  News  &  World  Report 

42 

25.1 

None  specified 

3 

1.8 

If  you  have  checked 

more  than  two 

of  the  above 

magazines,  wh 

most  thoroughly? 

FORBES 

98 

58.7 

Business  Week 

59 

35.3 

Time 

49 

29.3 

Fortune 

32 

19.2 

U.S.  News  &  World  Report 

24 

14.4 

Newsweek 

24 

14.4 

Not  stated 

11 

6.6 

Now  it's  likely  that  all  the  officers  of  these  important  Vansant  Dugdale  clients  receive  all  six  of  these  maga- 
zines regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  execu- 
tives, don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a 
convincing  assortment? 

Forbes  readers  don't  just  own  American  business. 

They  run  it.  Forbes:  capitalist  tool 

*Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  April  and 
May  1972  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  Vansant  Dugdale  clients 
(or  their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies).  Of  a 
net  mailing  to  223  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and  comp- 
trollers), 167  or  74.9%  responded. 


READERS  SAY 


a    deficit.    Other    corrected    information 
changes  DMC's  various  rankings. 

-R.H.  Ward 

Group  Vice  President,  Finance, 

Del  Monte  Corp. 

San  Francisco,  Calif. 

Five-year  return  on  equity  should  have 
been  10.2%;  rank  in  industry,  32;  overall, 
448.  Five-year  sales  growth,  9.5%;  rank  in 
industry,  21;  overall,  358.  Five-year  an- 
nual earnings-per-share  growth  was 
—1.9%;  rank  in  industry,  36;  overall,  530. 
The  latest  12-month  return  on  equity 
was  10.1%-Ed. 

Real(ty)  Responsibility 

Sin:  The  letter  by  Marge  Landau 
( Readers  Say,  Jan.  1 )  on  the  occasional 
bad  apple  in  real  estate  selling  deserves 
an  answer.  Certainly,  you  people,  like 
builders,  should  be  held  responsible  for 
the  competence  of  your  work  as  you 
would  hold  responsible  a  doctor  for  his 
competence.  Malpractice  suits  should  not 
be  limited  to  my  profession. 

—Rudolph  J.  Kent,  M.D. 
Bonham,  Tex. 

Hairy  Reaction 

Sir:  I  am  not  at  all  happy  with  the 
cover  of  your  Dec.  1  issue.  If  this  is  the 
type  you  are  appealing  to,  then  you  don't 
need  me  for  a  customer. 

—Charles  W.  Shively 
Aliquippa,  Pa. 

The  hirsute  young  man  on  the  Dec.  1 
cover  is  visually  describing  Gillette— not 
our  subscribers— Ed. 

Sir:  Re  "Sticks  and  Stones  ..."  ( Mon- 
ey Men,  Dec.  1 ) :  You  describe  Don 
Weeden  as  "balding."  Judging  by  Mr. 
Weeden's  picture,  the  present  participle 
should  be  shifted  into  the  past. 

— Duvall  Y.  Hecht 
Los  Angeles,  Calif. 

Bald  is  defined  as:  "lacking  a  natural 
or  usual  covering  (as  of  hair)."  Mr.  Wee- 
den still  has  hair  at  the  back  and  sides. 
He  will  be  bald  only  if  it  all  goes— Ed. 

Different. Levels 

Sir:  Mr.  Seabrook,  in  your  "Multicom- 
panies"  section  (Jan.  1 ),  has  been  quoted 
incompletely.  The  statement  refers  to  our 
attitude  toward  the  role  of  the  corporate 
staff— which  does  not  concern  itself  with 
operations.  The  emphasis  on  strong  op- 
erating management  is  at  the  group  and 
subsidiary  'levels.  As  Mr.  Seabrook  has 
pointed  out  many  times,  our  financial 
planning  and  control  system  is  designed 
to  help  us  monitor  and  guide  operating 
managers  so  that  1U  can  make  the  right 
investments  at  the  right  time. 

— A.D.  Southern 

Vice  President,  Corporate  Affairs, 

International  Utilities 

Philadelphia,  Pa. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


There  is  a  way  of  speaking  of  peo- 
ple which  has  the  mystical  power  of 
calling  forth  friendship  and  love  for 
them— originating  in  friendship  and 
love  itself.  —Hans  Marcolius 


One  must  become  as  humble  as  the 
dust  before  he  can  discover  truth. 

— Mahatma  Gandhi 


Determine  that  the  thing  can  and 
shall  be  done,  and  then  we  shall  find 
the  way.  —Abraham  Lincoln 


There  are  two  things  that  men 
should  never  weary  of— goodness  and 
humility. 

—Robert  Louis  Stevenson 


Nothing  is  more  dreadful  than  a 
cold,  unimpassioned  indulgence.  And 
love  infallibly  becomes  cold  and  un- 
impassioned when  it  is  too  lightly 
made.  — Aldous  Huxley 


Woman  would  be  more  charming 
if  one  could  fall  into  her  arms  without 
falling  into  her  hands. 

—Ambrose  Bierce 


Charity  ...  is  kind,  it  is  not  easily 
provok'd,  it  thinks  no  evil,  it  believes 
all  things,  hopes  all  things. 

—Cotton  Mather 


Moderation  is  commonly  firm,  and 
firmness  is  commonly  successful. 

—Samuel  Johnson 


Hope  is  the  best  possession.  None 
are  completely  wretched  but  those 
who  are  without  hope,  and  few  are 
reduced  so  low  as  that. 

—William  Hazlitt 


Honest  men  fear  neither  the  light 
nor  the  dark. 

—Thomas  Fuller 


A  person  may  be  qualified  to  do 
greater  good  to  mankind  and  become 
more  beneficial  to  the  world,  by  mo- 
rality without  faith  than  by  faith  with- 
out  morality.  —Joseph   Addison 


As  for  charity,  it  is  a  matter  in 
which  the  immediate  effect  on  the 
persons  directly  concerned,  and  the 
ultimate  consequence  to  the  general 
good,  are  apt  to  be  at  complete  war 
with  one  another. 

—John  Stuart  Mill 


Charity  is  to  will  and  do  what  is 
just  and  right  in  every  transaction. 

—Emanuel  Swedenborg 


B.  C.  FORBES 

A  measure  of  self-confidence, 
even  a  large  measure  of  self- 
confidence,  is  an  asset  when  you 
are  battling  to  forge  your  ivay 
to  the  top.  But  cocksureness  is 
not  an  asset,  but  a  liability,  a 
handicap.  Have  faith  that  you 
can  win  if  you  put  forth  the  very 
best  that  is  in  you.  But  recog- 
nize always  that  you  will  not 
win  if  you  don't. 


If  a  man  has  any  brains  at  all,  let 
him  hold  on  to  his  calling,  and  in  the 
grand  sweep  of  things,  his  turn  will 
come  at  last. 

—William  McCune 


In  judging  character,  too  often  we 
mistake  rigidity  for  morality. 

—John  P.  Grier 


In  life,  as  in  whist,  hope  nothing 
from  the  way  cards  may  be  dealt  to 
you.  Play  the  cards,  whatever  they 
be,  to  the  best  of  your  skill. 

—Edward  Bulwer-Lytton 


Like  the  measles,  love  is  most  dan- 
gerous when  it  comes  late  in  life. 

—Byron 


Perhaps  no  person  can  be  a  poet, 
or  can  even  enjoy  poetry,  without  a 
certain  unsoundness  of  the  mind. 

—Thomas  Macaulay 


There  is  no  substitute  for  thorough- 
going, ardent  and  sincere  earnestness. 
—Charles  Dickens 


Chance  has  something  to  say  in 
everything,  even  how  to  write  a  good 
letter.  Baltasar  Gra(  i  Ln 


No  one  is  ever  satisfied  with  his 
fortune  or  dissatisfied  with  his  under- 
standing. 

—Antoinette  Desiioui.ii '.hi  S 


A  fellow  who  is  always  declaring 

he's  no  fool  usually  has  his  suspicions. 

—Wilson  Mizneh 


A  Text 


Sent  in  by  C.C.  Wollerman, 
Cleveland,  Ohio.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  lexis  used. 


And  nou  abideth  faith,  hope,  charity, 

these  three;  hut  the  greatest  Of  these 

is  charity.         —  I  Corinthians  L3:13 
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Automatic  and  Semi-Automatic  Production  Systems 
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Reciprocating  Air  Compressors      Whisperized  Portable  Compressors        Pumps  for  Utilities  and  Industries  Centrifugal  Air  Compressi 


Your  profits  are  generated  from  the 
use  of  equipment,  not  the  ownership. 


Find  a  way  to  channel  working  capital  for  maximum 
flexibility  and  profit.  That's  sound  money  manage- 
ment! Here's  how  Ingersoll-Rand  and  Ingersoll- 
Rand  Financial  Corporation  can  help  you  close  the 
productivity  gap  with  new  machinery  and  equip- 
ment, and  at  the  same  time,  retain  an  equitable 
cash  flow: 

We'll  Lease!  Our  leasing  plans  enable  you  to  put 
needed  equipment  to  work  immediately  without  bat- 
tling through  a  capital  expenditure  requisition. 

We'll  Rent!  You  can  start  now  to  build  new  produc- 


tivity and  profits  with  brand-new  l-R  equipment, 
through  a  tailored  rental  program. 

We'll  Finance!  You  can  put  any  of  our  products  to 
work  fast,  and  conserve  working  capital  by  choos- 
ing one  of  our  multiple  financing  plans. 

Start  today  to  boost  production  and  lower  labor 
costs.  Write  for  your  copy  of  our  12-page  brochure, 
form  No.  800,  detailing  our  leasing,  rental  and  finan- 
cing plans.  Ingersoll-Rand,  Dept.  FF-15A,  Woodcliff 
Lake,  New  Jersey  07675. 


□  BUY 

□  RENT 

□  LEASE 

□  FINANCE 
through  I  RFC 


1971-2071 


fj[3  Ingersoll-Rand 


CENTURYn 


You're  incisive, 

decisive, 

and  usually  right 

We  think  alike. 
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Ybu  compete.  We  compete. 


National  Bank  of  Chicago  is  a  subsidiary  of  First  Chicago  Corporation,  and  has  offices  in  London,  Dublin,  Amsterdam,  Brussels,  Paris, 
Frankfurt,  Dusseldorf,  Madrid,  Milan,  Rome,  Athens.  Beirut,  Nairobi,  Tokyo,  Jakarta,  Sydney,  Singapore,  Kingston,  Sao  Paulo,  Mexico 
City  and  Panama  City.  In  New  York:  First  Chicago  International  Banking  Corporation. 


Canon  forced  a  revolutionary  change  in  the  value  of  the  pound.  By 
perfecting  two  new  calculators  that  weigh  a  pittance,  yet  carry  a  hefty 
number  of  function  and  convenience  features. 

Look  what  just  V-h  pounds  gets  you  now. 

The  Canola  L100S. 

Not  only  is  it  one  of  the  smallest  desktop  calculators  around,  it's  the 
only  10-digit  desktop  with  such  advanced  features  as  automatic  round-off 
and  cut-off,  full-floating  decimal  system  and  underflow  system. 

It  performs  constant  calculations.  Has  zero  suppression.  Is  easy  to 
operate  and  light  enough  in  price  to  make  it  a  practical,  solid  all-around 
office  machine. 

A  mere  5  pounds  will  get  you  even  more  of  a  machine. 

The  Canola  L121F. 

This  12-digit  desktop  includes  such  features  as  percentage  function, 
add-on  and  discount,  reverse  key,  shift  key  and  live  memory.  Perfect  for 
light  accounting,  retailing  and  other  general  business  needs. 

See  both  the  L100S  and  L121F  at  your  Canon  dealers. 

No  other  calculators  give  you  quite  so  much. 

Pound  for  pound.  Or  dollar  for  dollar. 


The  revaluation 
of  the  pound 


The  Canola  LI 00S 


The  Canola  L121F 


Canon 


a 


ELECTRONIC 
CALCULATORS 


Canon  USA,  Inc.  10  Nevada  Drive,  Lake  Success,  N.Y.  11040 

Canon  USA,  Inc.  457  Fullerton  Avenue,  Elmhurst,  Illinois  60126 

Canon  Optics  &  Business  Machines  Co.,  Inc.  3113  Wilshire  Boulevard,  Los  Angeles,  California  90010 
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We're  helping  U.S.  exports  take  off. 
With  $3  billion  in  export  credit. 


In  the  last  18  months, 
Manufacturers  Han- 
over financed  world- 
wide U.S.  export  trans- 
actions totaling  $3.2 
billion  in  both  long  and 
short  term  loans. 

For  example,  as 
leader  of  a  24-bank  syn- 
dicate, we  marshalled 
$310  million  for  a  Texas- 
based  oil  company  con- 
structing an  Algerian 
liquid  gas  plant. 

For  the  Rio  de  Janeiro 
Airport  —  Manufacturers 
Hanover  participated  equally 
with  the  Export-Import  Bank  in 
a  $25  million  loan  to  purchase 
American  equipment. 

Again  in  cooperation  with 
Ex-Im,  we  are  extending  $72  mil- 
lion to  four  Spanish  companies 


for  construction  of 

two  nuclear  power 

plants  by  a  major 

Americamelectrical 

manufacturer. 

Extensive  financial 
resources. Imagination  in 
organizing  export  finan- 
cing. And  a  global  network 
of  branches,  representa- 
tive offices  and  affiliates. 
They  are  all  brought 
together  in  one  bank. 
Manufacturers  Hanover. 
What  it  all  adds  up 
to  is  this  —  Manufacturers 
Hanover  can  meet  your  export 
credit  needs  around  the  world. 
From  the  very  simple  to  the  most 
complex  transaction. 

If  your  business  is  going 
places  internationally,  talk  to 
Manufacturers  Hanover. 


MANUFACTURERS  HANOVER 


London  •  Frankfurt  •  Tokyo  •  Bangkok  •  Beirut  •  Bogota  •  Brussels  •  Buenos  Aires  •  Caracas 
Hong  Kong  •  Lima  •  Madrid  •  Manila  •  Mexico  City  •  New  York  •  Paris  •  Rome  •  Sao  Paulo  •  Sydney 


Free  advice 

from 
Pinkerton's. 


Whenever  you  hire  guards,  make 
sure  they're  from  a  good  contract 
guard  service. 

It's  cheaper  for  one 
thing.  Setting  up  a  guard 
service  involves  staff, 
uniforms,  permits,  red 

tape  and  a  great 
many  costs  you 
don't  see  at  first. 
Most  important 
of  all,  a  contract 
guard  service  is 
inevitably  more 
effective  than 
a  do-it-yourself 
guard  operation.  And  don't  be  fooled  by  bargain- 
priced  contract  guard  services.  Remember,  you  get 
what  you  pay  for. 

Investigate  insurance  claims,  then 
investigate  them  again. 

Your  first  line  of  investigation  is  your  own  claims 
expert.  The  second  one  is  a  special  team  from  a 
reputable  investigative  service.  Working  as  under- 
cover agents,  they  can  obtain  the  evidence  to 
disprove  fraudulent  claims.  They  can  also  recheck 
the  legitimacy  of  claims  that  call  for  periodic 
payments. 

Plan  building  security 
before  you  build 
the  building. 

Have  a  security 
expert  check  your      ^ 
blueprints.  By  build- 
ing security  into  a 
building,  you'll  save 
a  lot  of  money  in 
security  costs  later  on 


Look  carefully  at  electronic  security 
systems.  They  can  do  wonders— 
or  do  nothing. 

Unfortunately,  a  lot  of  electronic  devices  sold 
today  are  little  more  than  gadgets.  Always  call  in  an 
electronics  expert  to  vouch  for  the  value  of  the 
mechanism  under  consideration— unless,  of  course, 
it's  backed  by  a  name  you  know  and  trust. 

Fighting  employee  theft 

is  worth  the  battle— in  dollars. 

Instead  of  hav- 
ing to  write  off 
pilferage  losses, 
a  business  can 
reduce  them  to  the 
point  where  the 
money  regained 
more  than  pays  for 
the  investigation. 
And  the  operation 
needn't  interfere 
with  your  employ- 
ees' movement 
or  morale. 

Pinkerton's  is  the  oldest  and  largest  company  in 
the  security  business.  As  the  leader,  we  want  to  help 
you  take  the  most  effective  security  measures 
possible —even  if  you  only  take  our  advice.  That's 
why  we're  running  ads  like  this.  If  you'd  like  to  hear 
our  solution  to  a  specific  security  problem,  we'd  be 
glad  to  talk  with  you.  Simply  write  or  call  us.  An 
in-person  consultation  is  free,  of  course. 

Pinkerton's 
the  professionals 

PINKERTON'S,  INC. 

100  Church  Street,  New  York,  N.Y.  10007 

PINKERTON'S  OF  CANADA,  LIMITED,  Montreal,  Quebec 
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MISCONCEPTION: 

Our  nation  is  rapidly  running  out  of  coal 
as  a  fuel  for  electric  generating  plants. 


FACT: 


Actually,  there's  plenty  of  coal  in  the 
country's  vast  reserves.  A  problem  is,  a  lot  of 
it  is  just  too  high  in  sulfur  to  meet  new  environ- 
mental regulations.  This  is  the  main  reason  The 
Southern  Company  system,  along  with  other  members 
of  America's  electric  power  industry,  is  researching  ways  to 
develop  "clean  coal,"  a  fuel  from  which  the  pollutants 
are  removed  before  burning.  Meanwhile,  until  such 
technology  is  perfected,  very  tall  stacks  safely  disperse 
pollutants  well  above  ground  level.  And,  since  these 
stacks  may  remain  the  best  way  to  keep  good 
air  quality,  we're  continuing  our  research  on  their 
effects.  The  best  answers  often  are  complex,  to 

be  sure.  And  elusive.  But 
we're  determined, 
through  research 
and  development,  to 
pin  down  the  best 
answers  for  the  most 
people.  If  you'd  like  to 
know  more,  please 


Solvent  refining  of  coal  produces 
clean-burning  pellets. 


write  for  our  pamphlet  on  this  subject. 

The  Southern  Company,  Dept.  373, 

P.O.  Box  720071,  Atlanta,  Georgia  30346. 

The  Southern  Company  system:  working  toward  tomorrow,  today. 

.Alabama  Power  Company     Georgia  Power  Company     Gulf  Power  Company     Mississippi  Power  Company     Southern  Services.  Inc       Southern  F  i'<  i>  i.   Qentrali 
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Side  Lines 


Quickel  in  Arabia 


Getting  into  Saudi  Arabia  is  tough.  You  have  to  get  a  sponsor  in  the 
country.  It  took  Senior  Editor  Stephen  Quickel  eight  weeks  of  negotia- 
tions to  induce  the  Saudi  Ministry  of  Information  to  okay  a  visit.  Then 
he  learned  that  leaving  the  country  involves  red  tape,  too.  One  of  his 
fellow  passengers  on  Saudia,  the  Saudi  airline,  a  TWA  employee  (TWA 
has  a  management  contract  with  Saudia),  remarked  casually:  "You 
have  an  exit  permit,  of  course."  Quickel  was  nonplussed.  No  one  at  the 
Saudi  embassy  or  the  State  Department  had  told  him  about  that.  "You 
can't  get  out  without  an  exit  permit,"  the  TWA  man  said.  Quickel  ap- 
plied for  one  the  moment  he  arrived  in  Riyadh,  the  Saudi  capital.  His 
story  on  "A  Na- 
tion We'd  Better 
Get  to  Know" 
starts  on  page  28. 

Quickel  had 
other  difficulties. 
He  arrived  just 
in  time  for  the 
Hajj,  the  annu- 
al pilgrimage  to 
Mecca.  Many  of 
the  officials  he 
wanted  to  inter- 
view had  already 
departed  or  were  about  to  depart  for  Mecca  themselves. 

But  Quickel  got  his  story.  Between  official  interviews,  he  traveled 
around  extensively  by  train,  car  and  plane  during  nearly  two  weeks 
in  Saudi  Arabia.  His  impression  was  of  vast  emptiness,  miles  and  miles 
of  nothing,  with  small  pockets  of  20th  century  progress  in  between. 

The  people  he  met  were  almost  uniformly  friendly  and  hospitable. 
"Many  of  them  invited  me  into  their  homes  for  dinner,"  says  Quickel. 
"After  tramping  around  a  large  farm  near  Hofuf  one  morning,  the  old 
farmer  disappeared  for  a  few  minutes,  then  came  back  with  a  huge 
boxful  of  cabbages  for  me.  A  Bedouin  camel  driver  I  met  in  the 
desert  (see  photo)  insisted  I  sip  tea  with  him  before  leaving." 

To  his  amazement,  Quickel  was  offered  whiskey  in  many  places, 
though  hard  liquor  is  prohibited  by  Moslem  law.  Evidently  prohibi- 
tion doesn't  work  any  better  in  Saudi  Arabia  than  it  did  in  the  U.S. 

The  American  influence  is  strong.  Quickel  met  many  young  Saudis 
who  had  been  educated  in  the  U.S.,  including  an  official  in  the  Cen- 
tral Planning  Organization  who  bewailed  the  low  state  to  which  the 
football  team  at  his  alma  mater  had  fallen.  "Some  spoke  better  English 
than  I  do,  and  they  knew  the  latest  slang,"  says  Quickel. 

He  found  a  great  many  Americans  in  Saudi  Arabia,  too:  TWA 
pilots  and  flight  engineers,  agricultural  experts  working  at  the  Bedouin 
resettlement  project  in  Haradh,  ex-Army  officers  working  for  Bendix 
Corp.  to  manage  a  supply  contract  for  the  Saudi  army,  retired  busi- 
ness executives  engaged  in  a  project  to  help  the  Saudis  solve  their  ex- 
treme manpower  problems,  and,  of  course,  managers  and  technicians 
of  Aramco.  But  he  found  plenty  of  Europeans,  too.  "Businessmen  ev- 
erywhere recognize  the  smell  of  money,"  says  Quickel. 

For  all  the  whiskey  offered,  the  English  spoken,  the  American  tech- 
nicians and  businessmen,  the  friendliness  toward  the  U.S.,  Quickel 
was  firm  about  one  thing:  "You  never  forgot  you  weren't  home."  ■ 


They're  newfrom  oursubsid- 
iary,  The  Baker  Castor  Oil 
Company:  biodegradable 
water-soluble  waxes. 
Potential  applications  include 
use  in  water-based  paints 
and  coatings,  inks, cosmetics, 
metalworking,  textiles  and 
pharmaceuticals. 

Developing  new  chemical 
products  like  this  is  one  of 
N  L's  many  jobs. Through  our 
worldwide  operations,  we 
meet  the  needs  of  modern 
industry  for  a  wide  variety 
of  chemicals,  metals,  fabri- 
cated materials  and  services. 
Want  to  know  more  about  us? 
For  a  copy  of  our  brochure, 
"This  is  N  L  Industries," 
write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 
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Trends 

&  Tangents 


WASHINGTON 


Mystery  Message 

During  President  Nixon's  inau- 
gural ceremonies  on  the  steps  of  the 
Capitol,  spectators  were  distracted 
by  a  small  private  plane  that 
circled  the  area  just  high  enough 
—for  security  reasons— to  make  the 
trailer  message  it  carried  hard  to 
read.  What  could  it  be?  Some 
tasteless  antiwar  protest?  A  plea 
for  civil  rights?  Those  with  binoc- 
ulars focused  in.  The  plane's  mes- 
sage read:  "Legalize  Gold." 

On  Being  Prepared 

The  Internal  Revenue  Service  is 
sending  out  warnings  against  in- 
come tax  preparers  who  advertise 
they  can  save  citizens  big  money 
on  their  tax  bills.  The  specific  tar- 
get of  the  IRS  is  not  qualified  pre- 
parers, but  rather  the  fly-by-night 
individuals  and  small  firms  that 
bloom  each  spring  only  to  wither 
and  disappear  at  midnight,  Apr. 
15.  Last  year  the  IRS  examined 
100,000  returns  prepared  by  2,000 
suspect  practitioners  and  collected 
$18.5  million  in  deficiencies  and 
penalties. 


BUSINESS 


Several  Million  of  Us  Are  Missing 

The  Census  Bureau's  estimate  of 
U.S.  population  in  the  year  2000 
has  been  cut  back  22  million  be- 
cause of  the  recent  decline  in  the 
fertility  rate  to  2.1  births  per  wom- 
an. Census  now  estimates  a  pro- 
jected population  range  of  from 
251  million  to  300  million,  down 
from  earlier  predictions  of  271  mil- 
lion to  322  million.  Census  warns 
that  the  inexactness  in  fertility  pro- 
jection gives  rise  to  major  uncer- 
tainties. For  example,  a  difference 
of  one  child  per  woman  would 
yield  a  population  change  by  the 
end  of  the  century  of  nearly  50 
million  persons. 

Calf  the  Roll 

In  dealing  with  the  growing  epi- 
demic of  unauthorized  employee 
absences  from  the  nation's  factories, 
federal  labor  arbitrators  continue 
to  rely  on  the  employee's  overall 
attendance  record  to  judge  whether 


an  incident  is  punishable.  Accord- 
ing to  Commerce  Clearing  House, 
one  aircraft  worker  had  a  buddy 
punch  his  time  card  at  quitting 
time  despite  company  warnings 
that  this  could  result  in  dismissal. 
After  union  protest,  the  firing  was 
changed  to  a  six-month  suspension 
based  on  the  finding  that  the  work- 
er had  been  "a  good  worker  for  a 
number  of  years."  But  another 
company  dismissal  was  upheld 
when  an  employee  took  a  leave  of 
absence  based  on  a  false  family  ill- 
ness claim.  The  finding  was  based 
on  a  "poor  attendance  record." 

Recycling  Reconsidered 

The  cheapest  container  system, 
in  terms  of  the  total  energy  ex- 
pended upon  its  production  and 
distribution,  is  the  returnable  bot- 
tle, according  to  a  study  by  Profes- 
sor Bruce  Hannon  of  the  University 
of  Illinois.  The  returnable  bottle 
requires  only  about  half  as  much 
energy  per  unit  of  volume  as  the 
steel  can  with  aluminum  lids, 
though  the  latter  consumes  less  en- 
ergy than  throwaway  bottles.  But 
the  most  striking  conclusion  of  the 
study,  in  the  words  of  Professor 
Hannon,  was  that  "the  net  effect 
of  recycling  [glass]  containers  is  to 
(Continued  on  page  86) 
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Should  you  invest  in  your 
own  business  telephone  system  ? 


Today  there  is  an  alternative  to  renting  your 
telephone  system.  It's  called  "interconnect." 

In  plain  language,  "interconnect"  means  your 
company  can  (1)  buy  or  lease  its  own  telephone 
system,  (2)  have  it  custom-designed  to  fit 
your  specific  needs  and  (3)  plug-it-in  to  the 
nationwide  telephone  transmission  network. 

More  importantly,  it  lets  you  plug  the  cost  of 
your  telephone  system  into  your  profit  plan. 

Hundreds  of  companies  have  already  invested  in 
their  own  telephone  systems . . .  custom-designed 
and  installed  by  United  Business  Communications. 
Why?  Because,  with  UBC  they've  realized  greater 
value  from  their  communications  costs. 

Learn  more  about  "interconnect"  benefits  for 
your  company.  Send  for  our  booklet,  today! 


■■■ 

ESS  bSss 

■■■  Communications 

6405  Metcalf  Ave.*  Shawnee  Mission,  Kansas  66202  ■  Telephone (9 13)  362-5300 

Please  tell  me  more  about  the  benefits  of  investing  in 
our  own  business  telephone  system. 

Name 


Title. 


Company. 
Address_ 


City/State/Zip. 


A  United  Telecom  Company/offices  in  principal  cities. 


Republic  is  making 
sure  the  road  won't  bump. 

So  you  don't. 


Republic  has  developed  new  Doubl-Coat*  dowel 
bars,  a  unique  jointing  system  for  concrete 
highways  that  reduces  the  need  for  repairs.  I 

Doubl-Coat  steel  bars  have  a  tough 
plastic  coating  that  acts  as  a  lubricant, 
permitting  concrete  pavement  sections  to  expand 
and  contract  uniformly  under  all  temperature 
and  load  variations.  This  prevents  frozen 
joints,  the  major  cause  of  highway 
cracking  and  breaking. 

The  tough  plastic  coating  also  makes  Doubl-Coat 
bars  impervious  to  the  corrosion  of  road  salts  and  normal 
highway  drainage. 

Only  about  five  percent  of  highway  construction  costs  are  in  the 
joint  system.  But  more  than  90  percent  of  subsequent  maintenance  costs 
are  the  result  of  joint  failure. 

Doubl-Coat  bars  save  tax  dollars  and  reduce  the  annoyance  of  torn-up 
roads  and  detours  by  virtually  eliminating  the  problem  of  joint  maintenance. 

Companies  that  need  a  new  kind  of  dowel  bar,  or  any  new  steel 
development,  need  the  new  steel  company.  The  one  that's  got  a 
whole  new  way  of  thinking  and  a  whole  new  philosophy. 

Keep  up  with  developments  at  the  new  steel  company. 
Write  Republic  Steel  Corporation,  Cleveland  OH  44101. 


*  A  trademark  of  Republic  Steel  Corporation. 


New  developments  from  the  new  steel  company. 

Rcpublicsteel 


She  may  look  like 
the  girl  next  door 
but  Myung  Ginzel 
has  just  been 
chosen . . . 


...the  best  lock  box  processor 

in  the  country! 


Myung  works  for  C&S.  She  works  on  the  GAF 
Corporation  lock  box  account. 

Recently,  GAF  Corporation  rated  the  banks 
operating  all  of  their  lock  boxes  throughout  the 
country.  They  compared  efficiency,  speed,  cour- 
tesy and  accuracy.  When  results  were  tallied,  C&S 
and  Myung  Ginzel  were  at  the  top  of  the  list. 


Myung  is  representative  of  the  dedicated  staff 
of  trained  professionals  who  process  all  447  C&S 
lock  box  accounts.  Each  month,  they  process 
over  1 ,500,000  items— with  incredible  accuracy. 
They're  the  best  in  the  business. 

Is  anything  less  than  the  best  good  enough  for 
your  business? 


CftS 


The  Citizens  and  Southern  Banks  in  Georgia 


Member  F.D.I.C. 
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A  Glass  Company  that 

doubles  its  earnings  & 

increases  sales  by  26%  in 

nine  months 

can  see  into  the  future. 

ASG  is  The  Glass 

Company 


ASG,  the  big  little  glass  company  nestled  in 
the  hills  of  Kingsport,  Tennessee,  set  an 
all-time  high  for  sales  and  earnings  in  the 
first  nine  months  of  1 972. 

Net  sales  in  the  period  ending  September 
30,  1972  totaled  $44.5  million.  A  26% 
increase  over  the  same  period  in  1 971 . 

Net  earnings  were  $2.3  million,  or  $.73 
per  common  and  common  equivalent  share, 
more  than  double  the  $.32  per  share 
earnings  in  1971. 

And,  the  future  is  crystal  clear,  indeed. 
With  plants  in  Okmulgee,  Okla.,  Jeannette, 
Pa.,  Greenland  and  Kingsport,  Tenn.,  ASG 
manufactures  everything  from  insulating 
glass  to  reflective  glass  and  safety  glass,  to 
the  glass  door  panels  for  micro-wave  ovens. 
ASG  even  has  some  glass  sitting  on  the 
moon.  And,  those  are  just  a  few  of  the 
reasons  why  ASG  is  the  most  diversified  flat 
glass  manufacturer  in  the  United  States. 

ASG  is  also  the  only  manufacturer  of  flat 
prismatic  glass  used  by  the  lighting  industry, 
and  a  major  supplier  of  clear  and  tinted 
glass  for  the  construction  industry. 

Expanding  into  new  markets,  developing 
better  products,  packaging  and  delivery 
systems  to  serve  established  markets. 

Today,  more  than  ever,  ASG  is  The 
Glass  Company. 


A 


ASG  Industries  Inc 

The  Glass  Company 

P.O.  Box  929,  Kingsport,  Tennessee  37662 
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Pause  That  Refreshes 

Sir:  Re  the  interview  with  John  Mad- 
dox  (Jan.  15).  It  is  most  refreshing  to 
contemplate  the  cool  hand  of  a  knowl- 
edgeable man  stroking  the  fevered  brows 
of  the  panicky  environmentalists. 

—Henry  H.  Palmer 

Litchfield,  Conn. 

< 

Sir:  This  is  not  the  place  to  specifically 
refute  Mr.  Maddox'  comments.  It  is  im- 
portant to  say  that  what  he  presents  is 
twisted,  distorted  and  incomplete. 

—George  R.  Petrie 
Rrecksville,  Ohio 

Expensive  Forecasts 

Sir:  If  adopted,  the  SEC  proposal  for 
corporate  earnings  forecasts  (Dec.  1,  Jan. 
15)  would  stimulate  lawsuits  against  cor- 
porate managements  in  the  ratio  of  one 
per  forecast  which  erred  by  as  much  as 
10  in  either  direction.  That  imposes  an 
unreasonable  burden  on  both  corporate 
management  and  shareholders  whose 
money  would  be  spent  defending  them. 
—Randall  Taubenheim 
Beverly  Hills,  Calif. 

Sir:  The  CPA  should  not  be  involved 
with  certifying  company  forecasts  in  even 
a  limited  way.  First,  he  is  not  competent 
to  pass  upon  many  aspects  of  the  fore- 
cast, and,  second,  his  credibility  problem 
is  difficult  enough  without  creating  fur- 
ther doubts  based  on  a  possible  misun- 
derstanding of  his  role  in  forecasting. 

— L.W.  Seidman 

Managing  Partner, 

Seidman  &  Seidman,  CPAs 

Grand  Rapids,  Mich. 

Masthead  Reminder 

Sir:  No  professional  who  has  such  a 
long  record  of  accomplishment  as  Ger- 
trude Weiner  (Side  Lines,  Jan.  15) 
needed  such  sly  labels  as  "lady,"  "Miss," 
"being  a  bit  vague  on  dates,"  to  remind 
her  that  even  in  these  days  as  in  those  of 
B.C.  Forbes,  women  aren't  supposed  to 
be  important  in  business.  Your  change  in 
masthead  was  sufficient.  From  Secretary- 
Treasurer:  C.  Weiner  (female)  to  Vice 
President-Treasurer:  Leonard  Greenberg 
(male);  Vice  President-Secretary:  Mal- 
colm S.  Forbes  Jr.  (male). 

—Ethel  W.  McLemohi 
Dallas,  Tex. 

Wrong  Question 

Sir:  Your  comments  regarding  Ethyl 
Corp.  (Jan.  15)  and  its  cash  position  re- 
flect a  superficiality  of  viewpoint.  You 
say  that  "The  problem  is  that  Ethyl  is  a 
dying  business.  Half  its  earnings  comes 
from  gasoline  lead  compounds,  which  the 
Environmental  Protection  Agency  is  dead 
against."  Is  that  fair?  Don't  you  question 
the  logic  or  advisability  of  removing  lead 
from  gasoline  which  could  necessitate 
(Continued  on  page  87) 
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The  story  behind  Gould's  growth  from  a  $115  million  battery  company 
to  a  $500  million-plus  electrical  products  company  in  just  five  years. 
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The  last  song  and  dance  act. 


In  somesTCompanies  requests  for 
capital  improvements,  new  people, 
or  new  research  funding  involves  a 
fair  amount  of  show  biz.  Flashy 
presentations  and  emotional  pitches 
count  more  than  thoughtful, thorough 
documentation.  And  this  can  keep 
the  best  opportunities  from  being 
funded. 

At  Gould,  we  continually  chal- 
lenge our  managers  to  ask  for  money 
that  will  increase  our  return.  But  first 
we  take  the  song  and  dance  out  of 
expenditure  requests. 

Our  managers  have  to  document 
their  propositions  fully.  The  invest- 
ment, economic  life,  payback  period, 


start  date,  operational  date,  every- 
thing. We  also  want  the  facts  behind 
the  figures — the  strategy,  market 
and  product  opportunity. 

This  system  not  only  convinces 
top  management  that  an  investment 
is  sound  (or  unsound),  it  also  con- 
vinces division  management  of  the 
same  thing.  Not  surprisingly,  many 
requests  are  killed  by  divisions 
themselves  before  they  get  to 
management. 

It  all  means  that  requests  for  funds 
don't  turn  into  personal  selling  con- 
tests, but  ROI  contests.  And  these 
are  the  winners  we  reward  hand- 
somely. 


We  believe  the  priority  we  place 
on  developing  management  capabil- 
ities is  largely  responsible  for  our 
growth  record.  A  record  that  shows 
earnings  per  share  increasing  at  a 
compounded  annual  rate  of  12%  for 
the  last  five  years. 

Gould  Inc.,  8550  West  Bryn  Mawr 
Avenue,  Chicago,  Illinois  60631. 


■>  GOULI 

the  proud  inventors 
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How  to  use  key-man  life  insurance 
to  protect  the  financial 
stability  of  your  business. 


Facts  from  New\brk  Life 

Big  or  small,  new  or  old,  almost  every 
successful  company  has  at  least  one  man  or 
woman  who's  exceptionally  good  for  business. 
A  key  man. 

Maybe  a  genius  in  research  and  develop- 
ment. Or  a  marketing  expert  who  keeps  you 
one  step  ahead  of  the  competition.  Or  a 
designer  with  a  talent  for  creating  next  year's 
styles.  Or  a  sales  executive  who  opens  doors 
and  closes  deals.  A  person  whose  training  and 
experience,  skills  and  talents  show  up  in 
earnings  statements  and  annual  reports.  A  man 
or  woman  whose  efforts  bring  about  profits, 
growth,  stability. 

That's  a  key  man. 

Loss  Can  Be  Costly 
Whenever  you  lose  a  key  man,  momentum  can 
turn  into  inertia.  Planning  and  decision-making 
can  suffer.  Contacts  can  disappear.  Clients  can 
become  ex-clients.  Product  quality  can  deteri- 
orate. Confidence  in  your  company's  ability  to 
perform  can  be  seriously  damaged. 
Providing  Needed  Cash 
How  do  you  protect  your  company  against  the 
loss  of  a  key  man?  With  key-man  life  insurance. 
Used  by  some  of  the  most  astutely  managed 
businesses  in  the  country,  key-man  life  insur- 
ance will  indemnify  your  company  against  the 
financial  reverses  that  frequently  follow  the 
death  of  a  key  man.  It  will  provide  the  cash  to 
use  where  it's  most  needed  — even  to  find  and 
train  a  new  key  man. 

Improves  Credit  Position 
The  key-man  policy's  increasing  cash  values 
build  up  prime  collateral.  And  in  making  loans, 
commercial  lenders  have  an  excellent  reason  to 
look  with  favor  on  firms  that  have  key-man  life 
insurance.  Such  firms  have,  in  effect,  insured 
their  ability  to  meet  their  financial  commit- 
ments, even  if  a  key  man  should  die. 

Tax-free  Benefits 
Who  owns  a  key-man  policy?  You,  the  employer. 
You  pay  the  premiums.  You're  the  beneficiary. 
For  tax  purposes,  you  can't  claim  the  premiums 
as  a  business  expense.  But  you  don't  have  to 


pay  anything  on  the  proceeds.  They're  100% 
tax-free. 

A  United  States  Court  of  Appeals  empha- 
sized the  importance  of  key-man  life  insurance 
by  saying,  "What  corporate  purpose  could  be 
considered  more  essential  than  key-man  life 
insurance?  The  business  that  insures  its  build- 
ings and  machinery  and  automobiles  from 
every  possible  hazard  could  hardly  be  expected 
to  exercise  less  care  in  protecting  itself  against 
the  loss  of  two  of  its  greatest  assets  — mana- 
gerial skill  and  experience." 

Your  New  York  Life  Agent 
If  you'd  like  more  information  on  key-man  life 
insurance— if  you'd  like  to  know  the  many 
other  ways  that  business  life  insurance  can  be 
profitably  used— call  in  a  New  York  Life  Agent. 
He'll  be  glad  to  give  you  the  facts  of  business 
life  insurance. 


We  guarantee 
tomorrow  today. 

New  York  Life  Insurance  Company,  51  Madison  Avenue, 
New  York,  NY  10010.  Life.  Group  and  Health  Insurance, 
Annuities,  Pension  Plans. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


SOME  DAY  MAYBE, 

Don't  be  misled  by  the  nostalgia  and  the  hopes  and 
the  fears  and  the  sour  grapes  and  the  lofty  platitudes 
which  in  January  greeted  the  entry  of  Britain  and  Ireland 
and  Denmark  into  the  Common  Market  of  France,  Ger- 
many, Italy,  Belgium,  Holland  and  Luxembourg.  It's  mostly 
unfortunate,  but  this  European  union  has  probably  less 
unity  in  fact  and  certainly  less  unity  in  spirit  than  existed 
for  several  years  after  World  War  II.  Then,  fear  of  Russia, 
floods  of  dollars,  and  total  weariness  of  hate,  bombs, 
blood  and  death  unified  the  free  countries  of  Europe  as 
never  before.  Their  voices  often  orchestrated  under  the 
baton  of  the  Star-Spangled  Man  with  Whiskers. 

Today's  vaunted  formalized  Unity  is  nothing  more  than 


BUT  IT  AIN'T  TODAY 

a  tariff-protected  trade  area.  Despite  being  a  bit  leaky 
and  somewhat  wobbly,  the  Common  Market,  though,  is  a 
fact  that  is  affecting  our  own  trade  balance  as  well  as 
those  of  Japan  and  the  world's  unmembered  countries. 

As  a  power  center,  however,  either  militarily  or  political- 
ly, Europe  isn't,  and  there  is  little  prospect  of  it  soon,  if 
ever,  being  such.  The  Common  Market  Nine  remain  with 
little  in  common  except  those  things  that  divide  them— 
each's  nationalism,  culture,  language  and  traditional  ire 
of  one  for  other. 

To  think  of  Europe  as  a  fact  is  fiction.  Be  it  ever  so 
regrettable,  for  Europe  the  whole  still  remains  far  less  than 
its  parts. 


THIS  TIME  IT'S  GONNA  HURT  US  BOTH 


For  as  long  as  it's  been,  this  company  has  paid  the  full 
cost  of  Blue  Cross /Blue  Shield  for  all  its  employees.  That 
cost,  on  the  average,  for  single  and  family  coverage  has 
increased  tenfold  since  the  start. 

Since  we  signed  up  for  Major  Medical  coverage,  the 
company  has  paid  more  than  a  third,  the  employees  the 
balance. 

Because  of  increased  costs  and  increased  use  on  the 
part  of  Forbes  people  during  1972,  Major  Medical 
monthly  payments  are  going  to  go  from  $2.23  to  $4.22 
for  single  coverage,  and  from  $5.01  to  $10.94  for  family 
coverage.  The  company  is  going  to  "absorb"  50%  of  the 
increase;  but  for  the  first  time  in  all  the  time  that  we 
have  had  any  and  all  of  these  plans,  the  employees  are 
going  to  "absorb"  half  the  increase. 

It's  quite  a  break  with  Forbes  tradition  for  employees 
to  pay  any  additional  increases  in  these  health  coverage 
costs.  But  there  has  come  the  time  when  the  jumps  are 


just  too  high  to  do  otherwise. 

Psychologically,  we're  all  alike.  We  consider  we're  being 
paid  what  we  take  home,  that  we're  being  paid  the  amount 
on  the  paycheck.  The  fact  that  federal  and  sometimes 
state  and/ or  city  income  taxes  are  withheld,  that  half  of 
Social  Security  cost  is  withheld,  that  medical  cost  shares 
are  withheld,  that  all  are  part  of  a  weekly  paycheck,  av- 
eraging deductions  of  about  30%  and  frequently  more,  is 
"known"  to  us  all.  But  somehow  never  having  held  the 
whole  weekly  pay  in  hand,  it  doesn't  really  seem  to 
each  individual  to  be  part  of  his  individual  pay. 

For  each  worker,  too,  the  company  has  to  figure  on  the 
medical  cost  it  pays,  its  share  of  each  individual's  Social 
Security,  unemployment  insurance,  retirement  plan  costs, 
and  the  other  multiple  "fringe"  benefits.  That  constitutes 
another  big  company  cost  for  each  and  every  employee  on 
the  payroll. 

In  the  Scandinavian  countries  where  civilized  socialism 
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and  probably  the  world's  highest  standard  of  living  pre- 
vail, people  seem  to  know  and  know  well  that  there's 
nothing  for  nothing;  that  they  pay  a  huge  part  of 
their  pay  for  these  things— and  it  currently  seems  to  be 
making  many  of  them  quite  unhappy.  Income  taxes  in 
Sweden,  for  instance,  average  42%.  While  there  are  few 
if  any  extremes  in  income  highs  and  lows,  no  one  has  too 
much  income  elbowroom.  Volumes  have  been  and  con- 
tinuously are  being  written  on  the  pros  and  cons  of  the 
Scandinavian  approach,  and  I  don't  intend  to  labor  any 


part  of  the  controversy  here. 

Suffice  it  to  say  that  we're  trending  in  the  same  direc- 
tion. It  hits,  hurts  us  both  in  the  wallet— both  the  individ- 
ual and  the  company.  We  sometimes  tend  to  forget  as 
employees  that  a  company  is  not  some  impersonal  and  re- 
mote entity.  It's  us  in  another  capacity  as  stockholders  or 
as  job  seekers  or  as  customers.  Higher  costs  and  taxes 
obviously  affect  a  company's  capacity  to  grow,  to  attract 
stockholders,  to  nieet  or  beat  competition  (especially  im- 
ports) and  in  infinite  other  ways. 


TOPS  IN  PUT-DOWNS 


Always  we  think  of  the  perfect  retort  with  Wilde  riposte, 
the  ideal  put-down  when  the  person  who  needed  it  and 
the  moment  for  it  are  gone. 

What  has  to  be  one  of  the  great  dinnertable  partner 
put-downs  of  all  times  is  related  in  David  Herbert's  scintil- 
lating autobiography,  Second  Son.*  Mr.  Herbert,  born  at 
one  of  England's  most  famed  country  homes,  Wilton, 
is  the  second  son  of  the  15th  Earl  of  Pembroke,  and  is 


'Second  Son,  Peter  Owen  Ltd.,  London. 


related  to  a  number  of  England's  leading  families. 

"After  Lady  Desborough  had  quarrelled  with 
an  old  friend,  Lord  Revelstoke,  an  optimistic 
hostess  decided  it  was  time  they  made  it  up  and 
so  put  them  next  to  each  other  at  dinner.  Lady 
Desborough  never  turned  his  way.  Lord  Revel- 
stoke was  completely  bald;  he  made  one  last  ef- 
fort and  craned  forward  toward  her.  She  turned, 
looked  down,  and  said:  'No  melon,  thank  you.'  " 


GOOD— AND  DUMB 


The  Curse 
of  Benjamin  Franklin  Goodrich: 

His  Name. 


One  of  the  most  imaginative  and,  I  would  imagine,  most  productive  industrial  ad- 
vertisements I've  ever  seen  (or  sniffed)  is  this  one  by  Arkansas.  The  splendid  color 
photography  and  the  nailscratch-release  of  pine  aroma  brightly  tied  in  with  appealing 

yet  pointed  copy  combine  to  ac- 
complish the  advertiser's  mission 
uniquely  well. 

On  the  other  hand,  wouldn't 
you  agree  that  this  B.F.  Good- 
rich advertisement  is  dumb?  The 
small-type  copy  is  all  about  the 
similarities  of  its  name  with  Good- 
year's.  It  carries  Goodyear's  name 
four  times  and  its  own  the  same 
number.  Somebody  must  have 
sold  somebody  on  the  idea  that 
this  is  clever  stuff.  My  guess  is  it 
had  to  be  a  Goodyear  man  in 
disguise.  If  I  were  Goodyear,  I'd 
double  his  pay,  and  offer  to  pay 
at  least  half  the  cost  of  this  com- 
petitor's campaign. 


Scratch  the  surface  of 

ARKAnSAS 


Alm«  *nt>  Jt  itwit  oih»r  rim. 

Lifouvw'Stecl  Radiab.     T5C55E 
If  you  want  Goodrich,  ymjll  just  have  to  remember  Goodrich. 


"DO  YOU  MIND  IF  I  STOP  AT  BALDUCCI'S?" 

That's  what  a  New  York  cab  driver  asked  me  the  oth-         ■  juice  squeezed  right  there  in  front  of  your  eyes. 


er  day  after  I'd  climbed  in  and  given  him  my  destination. 

"It's  just  a  couple  of  blocks  out  of  the  way,  and  the  only 
place  I  know  where  you  can  get  a  quart  of  fresh  orange 

BAD  ISM 

Manners  help  to  make  life  more  pleasant- 
Mannerisms  do  the  opposite. 
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Making  fun  of  Lindsay's  designation  of  New  York  as 
Fun  City  is  common  enough,  but  occasionally  there  are 
bits  of  fun  in  New  York. 

ALWAYS  HAND  IN  HAND 

Prejudice  and  ignorance. 
Cheapness  and  rudeness. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments. 


Negotiations 

William  D.  Eberle,  the  President's 
energetic  chief  trade  negotiator,  was 
commenting  wryly  about  the  prob- 
lem of  dealing  with  the  European 
Common  Market. 

"You  can't  negotiate  with  them,"  he 

noted,    "until    they    have  an    agreed 

mandate,    and    once    they    have    an 

agreed  mandate  they  can't  negotiate." 

—Edwin  L.  Dale  Jr.  in 

The  New  York  Times. 

Definitions 

I  am  honored  to  appear  before  this 
distinguished  gathering  of  Britain's 
commercial  and  industrial  leaders  and 
discuss  some  aspects  of  the  shifting 
world  economic  scene. 

It  has  been  said  that  Britain  and 
America  are  separated  by  a  common 
language.  While  our  semantic  differ- 
ences may  be  only  minor,  this  is  no 
time  to  risk  misunderstanding.  So,  let 
me  first  define  the  American  meaning 
of  some  of  the  terms  I  may  use: 

Economics  is  an  arcane  religion 
practiced  by  economists— a  large  body 
of  people  who,  if  laid  end  to  end, 
would  still  point  in  all  directions. 

Finance  is  the  art  of  passing  cur- 
rency from  hand  to  hand  until  it  fi- 
nally disappears. 

Currency  is  an  assortment  of  fre- 
quently exchangeable  substitutes  for 
work  or  merchandise.  The  most  famil- 
iar is  the  dollar,  a  unit  with  the  odd 
property  of  appearing  to  become 
worth  more  to  some  as  it  becomes 
worth  less  to  others. 


Government  is  ottr  word  for  an 
economic  paradox— the  only  service 
for  which  we're  grateful  not  to  get 
as  much  as  we  pay  for. 

Inflation  is  a  condition  of  fleeting 
affluence  that  explains  why  you  can't 
take  it  with  you:  it  all  goes  before 
you  do. 

-Robert  W.  Sarnoff,  CEO  of  RCA. 

Unfair  Burden 

One  of  the  biggest  reasons  adver- 
tising is  at  an  alltime  low  in  the  pub- 
lic's esteem  is  that  it's  being  asked  to 
carry  an  unfair  burden.  It's  being 
asked  by  companies  to  sell  products 
that  are  no  different  than  their  com- 
petitors. 

Instead  of  spending  months  agon- 
izing on  how  to  push  a  product  that 
has  no  meaningful  difference  over  its 
competitors,  we  think  companies  to- 
day would  be  a  lot  better  off  trying 
to  improve  the  product,  or  trying  to 
find  a  product  that  consumers  need 
and  want.  —Advertising  Age. 

Who  Counts 

While  institutions  today  do  over 
60%  of  the  trading,  individual  inves- 
tors own  over  60%  of  the  stock.  Con- 
sider this:  75%  of  the  volume  on  the 
American  Stock  Exchange  is  gener- 
ated by  the  so-called  small  investor, 
and  three-quarters  of  all  orders  ex- 
ecuted on  the  New  York  Stock  Ex- 
change are  for  200  shares  or  less. . . . 
add  to  this  the  burgeoning  individual 
investor  interest  in  over-the-counter, 
regional  exchanges  and  commodities 
markets. 


Our  entire  system  of  broad-based 
American  capitalism  is  based  upon 
this  condition.  The  little  guy,  the 
small  investor,  the  odd-lotter,  the  re- 
tail customer,  the  public,  or  whatever 
other  euphemism  is  employed  to  des- 
ignate this  group  is  the  most  impor- 
tant economic  force  in  America  today. 
By  1975  he  will  number  40  million, 
and  by  1980  over  50  million. 

—Arthur  Levitt  Jr.,  president, 
Hayden  Stone. 

Recycling 

An  old  problem  is  that  nearly  all 
of  our  political  comment  originates  in 
Washington.  Washington  politicians, 
after  talking  things  over  with  each 
other,  relay  misinformation  to  Wash- 
ington journalists  who,  after  further 
intramural  discussion,  print  it  where 
it  is  thoughtfully  read  by  the  same 
politicians.  It  is  the  only  completely 
successful  closed  system  for  the  re- 
cycling of  garbage  that  has  yet  been 
devised.  —John  Kenneth  Galbraith, 
New  York  magazine. 

Snow  Job 

Immediately  following  one  of  New 
York  City's  heaviest  snowfalls,  which 
virtually  stalled  the  whole  town,  The 
New  York  Times  had  a  reporter  in- 
terviewing people  out  shoveling  snow. 
"Mrs.  Abraham  Eisenstadt  was  one  of 
them  and  was  asked  why.  'Ask  the 
professor,  my  husband,  in  the  house.' 
Proffered  the  Brooklyn  College  pro- 
fessor: 'She  enjoys  it.  I'm  quite  busy 
and  she  really  likes  to  do  it.  Really.' 
He  began  laughing." 


DON'T  EXPECT  MIRACLES 


From  revenue  sharing. 

One  of  the  ideas,  projects  most 
pushed  by  the  Nixon  Administration, 
revenue  sharing,  involves  the  Federal 
Government  giving  state,  city  and 
local  governments  certain  sums  of 
money  to 'be  spent  by  them  in  certain 
areas  likev  education  or,  in  some  cases, 
for  whatever  purposes  they  see  fit. 

Why  is  there  such  a  need  for  such 
a  program?  The  answer  was  best  put 
not  long  ago  by  then-Secretary  of 
Health,  Education  and  Welfare  Elliot 
L.  Richardson:  "At  issue  is  our  na- 
tional response  to  the  .  .  .  seemingly 
inescapable*  growth  of  centralized 
government  and  the  concomitant  sub- 
mergence of  the  individual,  the  com- 
munity and  the  states  to  Washington- 
based  authority.  At  stake  is  nothing 
less  than  the  future  of  the  individual 
and  of  individual  liberty." 

One  way  to  thwart  this  threat  to 
liberty  is  through  revenue  sharing.  It 


is,  says  Richardson,  "a  way  of  revers- 
ing the  flow  of  power  to  Washington, 
to  start  it  flowing  back,  in  President 
Nixon's  words,  'to  the  states,  to  the 
communities,  and  most  important,  to 
the  people.' " 

If  local  governments  are  strength- 
ened, people  should  feel  less  alien- 
ated, less  helpless.  Local  governments 
are  closer  to  home  and  should  there- 
fore be  more  responsive  to  local  in- 
dividuals, local  needs  than  far-off  fed- 
eral bureaucracies. 

But  if  revenue  sharing  is  indeed 
meant  to  achieve  "local,  personalized 
autonomy"  and  save  our  liberty,  it 
will  have  no  more  success  than  did 
social  programs  of  the  Sixties  in  ending 
poverty  and  saving  our  cities. 

Why? 

Because  in  all  too  many  cases, 
once-powerful  state,  city  and  local 
governments  were  never  hot  houses 
of  individual  liberties  in  the  first  place. 


How  sensitive  to  individual  liberties 
were  once-widespread  political  ma- 
chines such  as  that  of  Frank  ("I  am 
the  law")  Hague?  How  sensitive  to 
the  basic  civil  rights  of  black  people 
were  our  Southern  states  and  some 
non-Southern  ones  as  well? 

Medium-sized  cities  or  smallish 
communities?  One  need  only  read  Sin- 
clair Lewis'  Main  Street  to  get  a 
flavor  of  how  powerful  local  "estab- 
lishments" and  mores  can  be. 

Proponents  like  Mr.  Richardson 
have  yet  to  give  a  satisfactory  answer 
as  to  how  giving  more  money,  more 
power  to,  say,  New  York  City  will 
make  New  Yorkers  feel  they  have 
"personalized  autonomy"  or  liberty. 

Revenue  sharing  has  practical  merit 
in  helping  local  governments  finance 
essential  local  services. 

But  in  restoring  some  vague  "para- 
dise" lost? 

Never.  —M.S.  Forbes  Jr. 


Some  of  the  things  a  well-known  corporation  is  unknown  for 


Weldwood  of  Canada— the  largest 
single  manufacturer  of  softwood 
plywood  in  Canada  and  distributor  of 
a  broad  range  of  building  materials. 


Lewers  &  Cooke— one  of  Hawaii's 
largest  builders  and  developers  of 
residential  real  estate. 


Union  Lumber— one  of  the  largest 
wholesale  lumberyards  in  the  South- 
east distributing  termite-proof  and 
fire-retard  ant  lumber. 


Roberts  Consolidated  Industries 

the  world's  largest  manufacturer  of 
carpet-laving  equipment. 


Del-Mar— the  country's  third  largest 
producer  and  distributor  of  kitchen 
and  bathroom  cabinets. 


Nationwide  Papers— a  national 
distributor  of  fine  printing  papers, 
industrial  packaging  and  maintenance 
products. 


Federal  Office  Products— the 

country's  leading  wholesale  distributor 
of  office  furniture  and  supplies. 


Champion  Packages— an  important 
packaging  source  for  the  nation's  leading 
marketers  of  consumer  products. 


DairyPak— the  nation's  second 
largest  manufacturer  of  plastic-coated 
paperboard  containers. 


Path  Fork  Harlan  Coal— our  own 

energy  source  for  low-sulphur  fuel. 


Drexel— style  and  pacesetters  for  the 
home  furnishings  industry. 


Heritage— manufacturers  and 
marketers  of  a  complete  line  of  high- 
quality  furniture. 


Meadowcraft— manufactures 
steel  and  aluminum  patio  furniture 
and  accessories. 
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Trend  Mills— one  of  the  largest 
manufacturers  of  tufted  carpeting. 


Drexel  Accessories— a  complete  line 
of  lamps,  sconces,  chandeliers,  lavabos, 
and  other  decorative  accessories. 


Cham 


•    • 


International 


Building  Materials:  US  Plywood,  Lewers  &  Cooke.  Del-Mar;  Roberts  Consolidated.  Chemware,  Setterstix;  Weldwood  of  Canada 

Paper  and  Allied  Products:  Champion  Papers.  Champion  Packages,  Champion  Papel  e  Celulose,  S.A  .  DairyPak,  Federal  Envelope,  Federal  Office  Produc  i 

Furnishings:  Drexel  Furniture,  Heritage  Furniture,  Meadowcraft.  Trend  Mills 

International  Trade  Division  •  For  more  information,  write  to  Champion  International  Corporation,  Public  Affairs  Dept  ,  777  I  hud  Ave  ,  Now  York,  N  Y  l(>  II     • 


WE  LOAN 
MONEY  TO  CUSTOMERS 
BUT  THAT'S  NOT  ALL. 

At  Fruehauf  we  offer  our  customers  a  financing  package 
that  allows  them  to  buy  or  lease  our  products  on  customized  terms. 

Fruehauf  Finance  Company  provides  even  more  than  money 
...  it  provides  a  thorough  understanding  of  our  customers'  business, 
with  flexible  terms,  at  competitive  rates. 

One  of  the  fastest  growing  segments  of  our  Company,  it 
finances  installment  contract  purchases  or  leases  of  trailers, 
container-handling  cranes,  and  other  equipment,  as  well  as  ship 
repairs  and  conversions. 

We  can  also  offer  our  customers  a  source  of  financing  for 
new  facilities,  additions  to  existing  facilities,  and  other  capital 
improvements. 

Fruehauf  Finance  Company  has  grown  steadily,  to  the 
extent  that  it  is  now  the  9th  largest  captive  finance  company 
in  the  U. S . ,  the  26th  largest  of  all  finance  companies. 
Earnings  have  been  up  for  4  consecutive  years___j 
and  at  the  end  of  1972  in- 
stallment receivables 
outstanding  totalled  over 
$400,000,000 -an  all- 
time  record  high. 

This  growth  has 
helped  Fruehauf  Corpo- 
ration grow.  \ 

Our  1972  Annual 
Report  can  tell  you 
more  about  Fruehauf 
Corporation  and 
Fruehauf  Finance 
Company.  For  your 
copy,  write  Frue- 
hauf Corporation, 
Dept.  FO-27,  5— 
10900  Harper,  ^^ 
Detroit,  MI  48232. 


TRANSPORTATION 


y 


CAROUSEL 


OR? 


We  might  see  something  different. 

Because  there's  an  original  way  of  looking  at  everything. 

The  Workmen's  Compensation  Act  was  passed  in  1912.  Yet,  25  years 

before  that  we  originated  America's  first  employer's  liability 

insurance  company.  That's  eighty-five  years'  experience. 

Experience  with  all  kinds  of  claims  problems.  Plant  safety.  Rating  plans. 

Whatever  your  problem  may  be,  we've  seen  and  solved  it  before. 

We  know  Workmen's  Compensation.  Call  us. 

J\merican 
Aliutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 


Forbes 


Decontrolling 

the 

Money 

Supply 


The  question  is:  How  can  the  Federal  Reserve  System  go  on  control- 
ling the  banking  industry  if  it  begins  losing  control  of  the  banks? 


In  recent  weeks  America's  most  re- 
nowned Keynesian  economist,  Rich- 
ard M.  Nixon,  has  unveiled  his  latest 
set  of  proposals  for  controlling  wages 
and  prices  and  keeping  inflation  from 
running  out  of  control  again.  The 
wage  and  price  controls  are  now 
mainly  voluntary;  the  principal  anti- 
inflation  weapon  remaining  is  mone- 
tary policy— which,  after  all,  is  what  a 
lot  of  diehards  have  insisted  is  what 
checked  the  last  outburst  of  inflation. 

The  trouble  is  that  at  a  time  when 
inflation  seems  to  be  heating  up  in 
the  economy  again,  the  Federal  Re- 
serve System— the  principal  instru- 
ment of  federal  monetary  policy— has 
just  signaled  with  some  alarm  that  its 
grip  seems  to  be  loosening  on  the  im- 
portant monetary  controls  that  are 
its  principal  responsibility.  Basically, 
what  worries  the  Fed's  governors  is 
that  an  increasing  number  of  banks 
are  withdrawing  from  the  reserve  sys- 
tem and  so  escaping  the  Fed's  cen- 
tral bank  policies.  And  worse,  they 
are  doing  so  at  precisely  the  moment 
when  the  Fed  is  engaged  in  a  series 
of  delicate  maneuvers  that  will  deter- 
mine whether  the  current  economic 
boom  continues  on  a  sound  footing 
or  begins  another  spiral  of  inflation. 

A  bank  does  not  have  to  belong  to 


the  Federal  Reserve  in  order  to  op- 
erate or  even  to  insure  its  deposits 
with  the  Federal  Deposit  Insurance 
Corp.  Indeed,  the  number  of  banks 
in  the  system  has  declined  from  a  high 
of  almost  7,000  in  1947  to  roughly 
5,700  today.  Until  two  years  ago, 
though,  the  pace  was  gradual,  and 
most  of  the  losses  were  the  result  of 
mergers  between  member  banks. 

In  1970,  however,  Congress  passed 
the  Bank  Holding  Company  Act, 
which  changed  the  rules  and  permit- 
ted holding  companies  to  control  both 
a  commercial  bank  and  a  variety  of 
other  financial  enterprises  as  well. 
Overnight  the  number  of  bank  hold- 
ing companies  tripled  to  nearly  1,500, 
and  in  the  process  170  banks— some 
of  them  large  ones— dropped  their 
membership  in  the  Federal  Reserve. 

The  Pressure  Mounts 

With  the  economy  beginning  to  roll 
again,  companies  are  trying  to  build 
back  to  a  full-production,  full-profit 
economy,  and  that  means  new  money 
is  needed  to  fuel  the  recovery.  De- 
mand for  money  is  brisk.  Company 
borrowing  has  risen  by  almost  $1.4 
billion  in  the  last  two  months  to  a 
total  of  $94  billion-plus,  and  it  is  con- 
tinuing to  mount  at  the  rate  of  more 


than  $100  million  a  week.  The  banks, 
all  13,933  of  them,  have  responded 
by  making  the  loans  even  if  it  means 
dipping  into  their  reserves  to  do  so. 

That  is  just  what  the  Fed  and  Ad- 
ministration economists  don't  want  to 
happen.  The  reserves  of  member 
banks  are  at  their  lowest  level  since 
the  1969  money  crunch.  The  increas- 
ing demand  and  dwindling  supply 
have  already  boosted  interest  rates 
by  roughly  %%  since  Christmas,  and 
the  U.S.  Treasury  is  about  to  add  new 
pressure  by  borrowing  funds  from  the 
same  money  market  to  pay  for  unex- 
pectedly high  income  tax  refunds  this 
spring. 

The  Fed's  plan  to  cool  inflation 
was  simple  enough— hold  the  growth 
in  the  supply  of  money  available  for 
business  expansion  to  a  6%-to-ll% 
range  this  winter  and  spring.  That 
range  was  judged  ample  enough  for 
moderate  business  growth  with  little 
inflationary  effect,  yet  restrictive 
enough  to  prevent  the  wholesale  bor- 
rowing that  would  boost  interest  rates. 

To  maintain  that  range,  the  Fed 
used  the  traditional  tools  of  the  cen- 
tral bank.  It  sold  government  securi- 
ties on  the  open  market  to  soak  up 
excess  cash,  ordered  member  banks  to 
keep  fairly  high  reserves,  and  set  rates 
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so  high  on  loans  it  made  to  its  mem- 
bers that  bankers  were  encouraged 
to  keep  their  own  money  on  hand 
and  not  borrow.  But  these  last  two 
tools— the  reserve  requirements  and 
the  discount  rate  on  loans— have  had 
less  impact  than  in  years  past,  and 
bank  reserves  have  continued  to  pour 
out.  As  a  result,  the  money  supply  in 
fact  has  increased  at  a  rate  of  nearly 
16%.  The  heart  of  the  problem,  Fed 
insiders  say,  is  the  holding  companies. 

"Sure,  the  holding  companies  have 
made  policy  decisions  more  complex," 
says  Stephen  H.  Axilrod,  a  monetary 
policy  specialist  for  the  agency.  "But 
it  goes  beyond  that.  Though  all  bank 
holding  companies  must  belong  to  the 
Federal  Reserve  System,  their  subsid- 
iaries—banking and  nonbanking  oper- 
ations alike— do  not.  They  are  beyond 
our  reach."  Furthermore,  assets  can 
be  switched  with  ease  between  a 
holding  company's  bank  and  nonbank 
subsidiaries. 

And  the  trend  toward  holding  com- 
panies is  growing.  The  1970  law  al- 
lows commercial  banks  to  move  into 
areas  formerly  forbidden  them— mort- 
gage banking,  factoring,  data  process- 
ing and  out-of-state  trust  activities, 
and  with  new  sources  of  profit  like 
that  around,  the  banks  are  current- 
ly   converting    into    holding    compa- 


nies in  ever-increasing  numbers. 

Says  Brenton  C.  Leavitt,  another 
Fed  specialist,  "All  the  major  banks  I 
know  of  are  either  in  holding  com- 
panies now  or  getting  ready  to  form 
one.  In  1956  holding  companies  had 
only  7.5%  of  all  bank  deposits.  Now 
they  have  nearly  60%." 

During  the  same  period,  the  Fed's 
control  over  those  same  deposits— the 
$596  billion  that  forms  the  core  of 
the  banking  industry— has  dropped 
from  84%  to  78%,  with  nearly  two 
points  of  that  drop  coming  in  the 
past  year. 

Steps  To  Take 

The  governors'  alarm  finally  sur- 
faced publicly  a  few  weeks  ago  when 
Hamilton  Bancshares  Inc.,  a  $521- 
million  Tennessee  holding  company, 
asked  to  take  over  a  small  bank  there 
that  was  not  a  Fed  member.  The 
takeover  was  approved,  but  the  gov- 
ernors accused  Hamilton  of  "system- 
atically withdrawing  banks  from  mem- 
bership in  the  system.  Six  of  Hamil- 
ton's present  11  subsidiary  banks  are 
not  now  members  .  .  .  and  three  of 
the  six  were  converted  to  non  member 
status  after  having  been  acquired.  .  .  . 

"The  board  is  concerned,"  the  gov- 
ernors went  on,  "that  large  bank  hold- 
ing companies  such  as  this  one  should 


shun  the  public  responsibilities  that 
large  banks  or  large  families  of  banks 
have  to  be  a  part  of  and  support  the 
policies  of  the  nation's  central  banks. 
Such  a  practice,  if  permitted  to  go 
unchecked,  could  significantly  dimin- 
ish the  effectiveness  of  one  of  the 
major  tools  of  the  board  in  admin- 
istering monetary  policy  .  .  .  the  set- 
ting-of  reserve  requirements  for  mem- 
t  ber  banks." 

Stricter  reserve  requirements  mean 
banks  have  to  put  more  cash  in- 
to nonint ere st -bearing  government 
bonds;  no  bank  willingly  does  that. 

Much  as  it  is  loath  to  do  so,  the 
Fed's  answer  is  that  it  may  have  to 
ask  Congress  for  a  new  law  requiring 
the  banking  subsidiaries  of  all  bank 
holding  companies  to  become  Fed 
members  or  to  follow  Federal  Reserve 
regulations.  The  hesitation  is  natural. 
As  personally  impressive  as  Fed  Chair- 
man Arthur  Burns  may  be,  he  has 
little  real  political  clout  with  Congress. 
Certainly  not  compared  to  that  of  the 
White  House,  or,  more  to  the  point, 
of  the  banking  lobby. 

In  any  test  of  wills  behind  closed 
congressional  doors,  Fed  sources  con- 
cede that  their  control  might  be  re- 
laxed even  more.  But,  they  add,  if 
the  current  dropout  rate  continues, 
there  may  be  no  choice  but  to  try.  ■ 


Concorde's  Grim  Legacy 

It's  dead,  but  refuses  to  be  buried.  And  its  ca- 
pacity to  cause  trouble  seems  only  to  multiply. 


That  most  ill-named  of  internation- 
al projects,  the  British-French  super- 
sonic airliner  called  Concorde,  shows 
devilish  promise  of  developing  con- 
siderable capacity  for  harm,  both  eco- 
nomic and  political.  When  first  Pan 
American  and  then  TWA  last  month 
announced  that  they  were  canceling 
their  Concorde  options,  that  should 
have  put  the  project  in  its  grave— es- 
pecially since  a  clutch  of  other  U.S. 
and  international  airlines  were  also 
reportedly  on  the  verge  of  canceling. 
But  no.  The  Concorde  project,  con- 
ceived in  illusion  and  born  in  irra- 
tionality, seems  to  have  developed  a 
kind  of  immortality  of  its  own. 

Economically,  the  Concorde  is  al- 
ready civil  aviation's  foremost  finan- 
cial disaster,  overshadowing  such  mi- 
nor half-billion-dollar  mishaps  as  the 
Convair  880  and  990.  When  the  Con- 
corde project  was  launched  a  decade 
ago,  its  start-to-finish  cost  was  esti- 
mated at  $450  million.  The  cost  to 
date  is  $2.5  billion;  and  though  half 
the  overrun  is  inflation,  it  is  still  cost- 
ing British  and  French  taxpayers  $1 


million  a  day.  The  seats  that  cradle 
the  Concorde's  crew  cost  nearly  $1 
million  to  develop;  few  kings  have 
sat  on  more  expensive  thrones. 

And  what  have  British  and  French 
taxpayers  got  for  their  money?  Sev- 
enteen Concordes  on  the  twin  pro- 
duction lines  of  British  Aircraft  Corp. 
at  Filton  and  France's  Aerospatiale  at 
Toulouse.  Of  these,  just  nine  are  firm- 
ly sold,  to  captive  carriers  British  Air- 
ways and  Air  France,  with  five  more 
on  option  to  Iran  and  China— and  a 
break-even  point  in  the  hundreds. 

Abrasive  Ingredient 

That  the  Concorde  survives  at  all, 
despite  this  totally  gloomy  outlook, 
is  the  result  of  the  political  circum- 
stances of  its  birth.  It  was  conceived 
as  an  instrument  of  European  political 
prestige,  and  accepted  by  the  aircraft 
industries  of  the  two  countries  as  a 
means  of  both  staying  alive  and  keep- 
ing intact  their  skilled  work  forces. 
Once  the  Concorde  itself  was  proved 
economically  unacceptable,  the  objec- 
tive  became:    How   can   60,000  jobs 


be  saved  in  Britain  and  France? 

In  this  setting,  suspicion  is  a  weed 
of  quick  and  easy  vegetation.  Under 
the  headline,  "The  Great  American 
Double-Cross,"  the  London  Daily  Ex- 
press (circulation:  3.3  million)  wrote: 
"Let's  face  it.  The  Americans  dislike 
intensely  the  thought  of  buying  Brit- 
ish planes.  And  they  would  cheerfully 
kill  oft  the  British  aircraft  industry  if 
we  were  mad  enough  to  let  them." 
When  BAC  Chairman  Sir  George  Ed- 
wards mentioned  the  obvious  possi- 
bility that  the  skimpy  orders  in  hand 
could  hardly  support  two  production 
lines,  a  British  aircraft  worker  retort- 
ed: "All  hell  will  break  loose  if  jobs 
are  switched  from  Britain  to  France. 
It's  the  Concorde  or  nothing  for  us. 
There  is  no  other  work  for  us  at  BAC. 
All  the  eggs  arc  in  one  basket."  Does 
the  French  view  need  slating? 

Acrimony  between  the  U.S.  on  the 
one  hand,  and  Britain  and  France  on 
the  other;  suspicion  between  Britain 
and  France— and  all  at  a  time  when  the 
Western  Alliance  is  already  strained 
by  monetary  and  economic  confronta- 
tions. What  is  needed  is  lor  some  re 
sponsible  political  figure  to  say,  "We 
were  wrong."  For  wanl  of  those  words, 
wars  have  been  fought,  empires 
wrecked.  Is  there  any  reason  to  hope 
they  will  l>c  forthcoming  this  tim       ■ 
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Bring  on  the  Blowtorch 

Profit  margins  aren't  everything,  says  Gardner- 
Denver's  new  boss.     You'd  better  grow,    too. 


"Look,"  says  Gardner-Denver  Co.'s 
new  47-year-old  president  and  chief 
executive,  Lynn  L.  Leigh,  "you  can't 
have  your  cake  and  eat  it  too.  Some- 
body else  is  taking  the  business  at 
some  price  level,  and  while  it  may 
not  look  good  to  you  now,  you  can't 
keep  passing  it  up,  or  someday  you 
won't  have  even  the  profitable  jobs 
you  want." 

That  may  not  sound  exactly  like  a 
call  to  arms,  or  even  a  major  shift  in 
corporate  policy.  But  for  Quincy,  111.- 
headquartered  Gardner-Denver,  one 
of  the  U.S.'  leading  makers  of  heavy 
mining  and  construction  equipment, 
that's  exactly  what  it  amounts  to. 

During  the  capital  goods  boom  in 
the  early  Sixties  and  the  bust  that  de- 
veloped after  1966,  G-D  Chairman 
Cedric  H.  Rieman  consistently  wrung 
superior  operating  profit  margins  (as 
high  as  26.7%,  never  lower  than 
21.3%)  from  its  ungainly  compressors 
and  rock  drills,  and  it  did  so  in  pre- 
cisely the  same  way  that  Caterpillar 
did  from  its  bulldozers:  by  charging 
premium  prices  for  premium  products, 
service  and  research.  Gardner-Den- 
ver executives  used  to  argue,  Why 
take  less  profitable  business  just  to 
maintain  market  share?  When  cus- 
tomers resumed  buying,  they'd  come 
back  to  G-D  for  quality. 

This  wasn't  quite  so  risky  a  policy 
as  it  may  seem:  Replacement  parts 
and  expendable  equipment  account 
for  over  half  of  G-D's  $200-million- 
odd  sales,  so  that  a  substantial  pro- 
portion of  its  customers  were  effec- 
tively locked  in. 

And  how  did  that  strategy  pay  off? 
Though  its  competitors'  margins  and 
earnings  dwindled  (see  chart),  Gard- 
ner-Denver's held  remarkably  steady 
and  comfortably  above  the  rest  of 
the  industry.  The  result  was  that, 
even  in  a  year  as  disheartening  as 
1971,  Gardner-Denver  was  able  to 
earn  as  mu.ch  as  it  did  in  booming 
1966,  and  net  nearly  15%  on  its  equity 
in  the  process. 

Why  then,  just  as  capital  spending 
has  begun  to  boom  again,  has  Leigh 
decided  to  change  Gardner-Denver's 
strategy?  After  all,  this  is  the  time 
when  those  customers  ought  to  come 
flocking  back,  to  Gardner-Denver  for 
quality  machinery. 

The  reason,  Leigh  explains,  is  that 
the  market  has  begun  to  change,  and 
change  in  directions  where  Gardner- 
Denver  no  longer  has  so  commanding 
a  reputation.  "We've  always  been  ex- 
tremely strong  in  underground  min- 


ing," Leigh  explains.  "But  as  larger 
equipment  became  available,  more 
and  more  orebodies  were  developed 
by  surface  techniques.  So  the  more 
this  trend  continued,  the  less  we  had 
to  offer.  Until  we  introduced  the  GD- 
120  in  1971  [a  large-scale  surface 
blast  hole  drill  selling  for  $400,000 
to  $500,000  each]  we  had  only  blast 
hole  drills  from  mid-size  down."  The 
GD-120,  like  a  new  superpowerful 
hydraulic  drill  known  as  Blowtorch, 
is  aimed  squarely  at  a  single  competi- 
tor: Bucyrus-Erie,  a  far  less  profitable 
company  that  used  to  have  the  open- 
pit-mining  market  all  to  itself  and 
which  has  not  hesitated  to  cut  prices 
to  stay  competitive.  Clearly,  Leigh 
has  not  forgotten  that  during  the 
last  boom,  from  1962  to  1966,  Bucy- 
rus'   earnings   shot   up   sixfold   while 


Gardner-Denver's  didn't  quite  triple. 

Beyond  this,  despite  the  current  up- 
surge in  capital  spending,  very  little 
has  as  yet  slopped  over  into  principal 
Gardner-Denver  markets;  both  con- 
struction and  mining  are  still  slack.  As 
Leigh  sees  it,  six  years  is  a  long  time 
to  wait  for  those  quality  customers  to 
come  flocking  back  at  high  prices. 
Meanwhile,  Gardner-Denver  has  lost 
ground  in  oil-well  drilling  and  pro- 
duction equipment  (14%  of  sales). 
Leigh,  a  19-year  veteran  in  the  oil 
supply  business  before  joining  G-D 
in  1967,  wants  a  stronger  position 
there— probably  through  acquisitions, 
he  says.  Also  targeted  for  expansion 
is  G-D's  less  profitable  overseas  busi- 
ness (38%  of  sales). 

"We've  got  to  grow,"  he  says,  "and 
as  you  get  deeper  into  the  market- 
place, you  sometimes  have  to  dip  into 
some  of  these  competitive  market 
pressures  that  we've  tended  to  resist. 
I  hate  to  say  it,  but  as  we  grow, 
we're  going  to  lose  some  of  that  prof- 
it margin."  ■ 
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Listen  for  the  Whistle 

Houston's  Marathon  Mfg.  Co.  is  gambling  on  the  good- 
will and  work  ethic  of  some  left-wing  Scottish  workers. 


There's  no  question  that  it  was  a 
daringly  imaginative  feat  for  a  Hous- 
ton drilling-rig  manufacturer  to  take 
over  a  nearly  bankrupt  white  elephant 
of  a  Scottish  shipyard.  But  just  what 
did  Houston's  Marathon  Mfg.  Co.  ac- 
tually get  when  it  took  charge  at 
Scotland's  Upper  Clyde  Shipbuilders 
(UCS)  last  year?  A  bargain  of  sorts, 
costing  around  $3  million  in  cash,  with 
the  British  government  tossing  in  $28 
million  for  remodeling.  But  it's  a  very 
large  gamble  just  the  same. 

Marathon  is  the  descendant  of  an 
SBIC  (Small  Business  Investment 
Company)  that  in  1969  converted  it- 
self into  an  operating  company  and 
then  went  on  an  acquisition  spree. 
In  three  years  its  earnings  rocketed 
from  $1.8  million  to  $8.1  million  on 
a  fivefold  increase  in  sales. 

Most  of  these  acquisitions  were 
fairly  mundane,  including  Gould's  and 


Sonotone's  battery  divisions,  but  the 
prize  was  one  that  gave  Marathon 
a  strong  position  in  the  fast-growing 
oil  drilling-rig  business,  B.  G.  Le- 
Tourneau.  The  company's  rig  sales 
rose  from  $4.5  million  to  about  $70 
million  in  three  years,  and  would  have 
grown  faster  if  Marathon  had  had 
the  plant  capacity  to  meet  demand. 
That's  where  Scotland's  troubled  Up- 
per Clyde  Shipbuilders  come  in. 

UCS's  unimaginative  British  man- 
agement had  seen  no  future  for  the 
renowned  19th  century  yards  that  had 
built  such  famed  Cunarders  as  the 
Queen  Mary  and  both  Queen  Eliza- 
beths. When  the  passenger-liner  mar- 
ket disappeared,  Clydeside  manage- 
ment made  no  move  into  tanker  build- 
ing, no  move  even  to  modernize  the 
yards,  while  Japanese  and  Norwegian 
builders  were  filling  their  order  books 
throughout  the  Sixties. 


Last  year,  knowing  the  government- 
subsidized  yard  was  sliding  into  bank- 
ruptcy and  closure,  the  workers— many 
of  them  Communist-led— took  over: 
Demanding  that  the  few  remaining 
ship  orders  be  completed,  they  paid 
themselves  out  of  union  funds.  Mean- 
while fellow  unionists  looked  for  some- 
one to  buy  Upper  Clyde. 

.Wayne  Harbin,  age  48,  chairman 
of  Marathon  Mfg.  took  the  bait:  a 
skilled  work  force,  a  four-year  no- 
strike  contract  and  a  commitment  from 
the  British  government  to  loan  up  to 
$14  million  toward  a  $32-million  refit, 
plus  perhaps  another  $14  million  in 
grants  once  the  yard  gets  underway. 

Why  was  Harbin  the  only  taker? 
Because  he  could  see  a  use  for  the 
yards  that  had  escaped  both  British 
government  and  industry:  This  old 
yard  was  ideally  located  to  build  drill- 
ing rigs  for  the  North  Sea's  expanding 
gas  and  oil  exploration  program. 

But  Harbin  was  taking  an  even 
bigger  gamble.  With  the  instinct  of 
a  Texas  wildcatter,  he  had  agreed  to 
take  on  the  yard  before  pinning  down 
any    firm    contracts— though    he    was 


Time  To  Prune  the  Hedges? 

Tom  Phillips'  hedging  ploys  successfully  steered  Raytheon 
through  half  a  dozen  tough  years.  But  that  was  yesterday. 


Analyzed  coldly,  it  really  isn't  too 
difficult  to  manage  a  defense  com- 
pany during  a  period  of  declining 
military  procurement.  First,  you  ac- 
quire some  profitable  nondefense  com- 
panies that  are  destined  to  become 
larger  and  more  profitable.  Second, 
you  arrange  things  so  that  other  peo- 
ple's defense  contracts  are  cut  rather 
than  your  own.  And  finally,  you  man- 
age your  defense  business  so  that  it 
gradually  increases  in  profitability. 

Impossible,  you  say?  Not  at  all. 
Baytheon  Co.  of  Lexington,  Mass.  did 
exactly  that.  In  1965,  Thomas  L. 
Phillips'  first  full  year  as  Baytheon's 
president,  the  company  made  $14 
million  on  $534-million  sales,  about 
85%  military.  Last  year  over  half  the 
company's  $1.5-billion  sales,  and 
some  two-thirds  of  its  $38-million 
earnings,  were  commercial.  Its  govern- 
ment profits  were  up  some  30%  since 
1967,  and  its  contracts  holding  strong. 
Indeed,  Tom  Phillips'  main  problem 
right  now  is  how  to  revive— or  get 
rid  of— the  commercial  diversifications 
that  did  not  go  so  well  as  intended. 

At  the  outset,  Phillips,  then  only 
40,  had  to  fight  a  two-front  war.  A 
dangerous  proportion  of  the  compa- 
ny's government  business  was  in  two 
missile      programs       (Sparrow      and 


Hawk).  And  its  commercial  electron- 
ics business  was  threatened  with  ob- 
solescence. In  quick  succession,  Phil- 
lips liquidated  the  money-losing  ger- 
manium semiconductor  and  receiving 
tube  operations,  trimmed  staff  over- 
head by  almost  $4  million  and  brought 
in  new  management  for  his  govern- 
ment business.  Then  he  began  to  look 
for  new  commercial  operations. 

If  you  want  to  diversify,  there's  no 
better  way  to  start  than  with  a  com- 
pany like  Amana  Befrigeration  Co.  of 
Iowa  (see  box),  which  Phillips  ac- 
quired in  1965  when  it  had  $25-mil- 
lion  sales  and  less  than  $200,000  prof- 
its. Last  year,  stimulated  by  products 
from  Baytheon  research  like  the  Bada- 
range,  Amana  made  an  estimated 
$10-million-plus  net  on  $120-million 
sales  and  was  the  biggest  single  factor 
in  Baytheon's  roughly  $25-million  com- 
mercial profits. 

Baytheon's  government  business  al- 
so seems  in  apple-pie  order,  partly 
because  it  is  so  well  spread  (no  more 
than  10%  in  any  one  program).  The 
strength  of  that  diversity  showed  up 
last  year  when  Baytheon's  Safeguard 
missile-site  program  was  terminated 
because  of  the  SALT  agreement  be- 
tween the  U.S.  and  Soviet  Russia, 
after  only  one  site  had  been  completed. 


But  the  profit  cost  will  only  amount 
to  less  than  5%  of  the  company's  earn- 
ings. And  more  important,  Baytheon's 
total  funded  backlog  of  U.S.  govern- 
ment business  at  the  end  of  1972  was 
at  a  record  $542  million,  up  22%  since 
the  preceding  year's  end. 

Trying  Again 

Baytheon's  other  commercial  acqui- 
sitions have  been  more  of  a  mixed  bag. 
Phillips  liked  what  he  saw  at  Amana  so 
much  that  in  1967  he  bought  Caloric 
Corp.  of  Topton,  Pa.,  another  smallish 
appliance  maker  (ranges  and  dish- 
washers); but  a  faulty  switch  in  the 
"self-cleaning"  gas  oven  introduced  in 
late  1969  cost  the  company  a  third  of 
its  sales  and  all  its  profits,  which  have 
only  recently  begun  to  recover. 

Among  the  other  acquisitions,  pow- 
er-plant-builder United  Engineers  lias 
been  generally  quite  profitable.  But 
Badger  Co.,  a  constructor  of  petto. 
chemical  plants,  last  year  came  a  crop- 
per over  a  fuel  desulphuri/.ation  plant 
it  built  on  Trinidad,  and  textbook  pub- 
lisher D.C.  Heath  has  been  onlj  mar> 
ginally  profitable  under  Raytheon. 

There    are    enough    <>l    these    small 

commercial  ups  and  downs  so  thai 

they  tend  to  cancel  each  oilier  out. 
And  it  may  be.  as  Tom  Phillips  claims, 
thai  "most  ol  our  problem  divisions 
and  start-up  costs  are  behind  us  now, 
and  in  1973  and  beyond  we  should 
show  a   significant    Improvement    in 

our  Commercial  operations."  As  an  c\ 

ample,  he  cites  Raytheon's  two-yeai 
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banking  on  an  order  backlog  in  his 
U.S.  and  Singapore  yards.  Until  he 
could  shift  part  of  this  backlog  to 
Clydeside,  he  didn't  know  what  to 
do  with  the  500  workers  he  had 
agreed  to  take  on  under  the  con- 
tract. The  canny  Scots  had  an  idea: 
Let  the  shipbuilders  do  the  yard  refit 
themselves.  Soon  Harbin  had  boiler- 
makers  pouring  concrete,  electricians 
doing  carpentry  and  plate-fitters  run- 
ning bulldozers. 

Harbin's  faith  in  Clydebank's  work- 
ers plunged  him  deeper  into  the  gam- 
ble. Their  tough  labor  leaders  told 
him  to  hire  more  men  faster;  he 
threatened  to  pull  out.  By  November, 
though,  the  contracts  had  finally  been 
pinned  down,  tempers  were  less  ruf- 
fled, more  men  were  being  hired  and 
work  could  start  on  the  first  rig. 

Where  are  the  rewards?  Marathon 
has  two  drilling-rig  contracts  at  Clyde- 
side,  together  worth  over  $25  million, 
that  it  won  on  the  grounds  that  Clyde- 
side  could  complete  the  job  before 
Marathon's  U.S.  yards.  "It's  tight," 
Texan  Ray  Stringer,  Marathon's  finan- 
cial vice  president,  now  a  Clydeside 


resident,  told  Forbes.  "But  we  only 
have  to  deliver  one  or  two  on  time 
and  word  will  get  around." 

Harbin  won't  say  when  he  expects 
the  Clydebank  yard  to  be  profitable, 
but  he  has  bids  out  on  $125  million  in 
drilling-rig  contracts  there.  Stringer 
says  Clydebank  will  add  about  $35 
million  to  sales  by  1974— though  what 
comes  down  to  earnings  is  another 
matter.  Harbin  himself  expects  his 
Clydebank  gamble  to  pay  off:  "If  I 
hadn't  felt  so,  would  I  be  there?" 

Even  if  the  yard's  do-it-yourself 
refit  succeeds,  can  Marathon  and  the 
Scottish  unions  put  an  end  to  the 
bitter  labor-management  relations  that 
have  crippled  not  only  the  yard,  but 
so  much  of  British  industry  for  dec- 
ades? And  if  it  can,  will  Marathon's 
drilling-rig  customers  be  willing  to 
gamble  their  equipment  needs  on  the 
claim  that  Clydebank's  labor  problems 
are  solved?  Marathon  is  clearly  ready 
to  gamble  $35  million  that  they  are. 

"You  hear  those  workers  out  there?" 
asks  Stringer.  "They're  whistling. 
When  we  first  walked  into  this  yard, 
it  was  dead  silent."  ■ 


old  Data  Systems  division,  which  until 
recently  had  only  start-up  costs  but 
no  revenues;  this  year  for  the  first 
time  it  will  have  $7  million  to  $8 
million  in  data  terminal  sales. 


But  the  improvement  had  better 
happen,  for  otherwise  Raytheon  will 
be  in  the  unpleasant  position  of  a 
company  being  held  back  by  the  very 
operations   it  acquired  to  sustain  its 


profitability.  The  good  thing  about 
this  new  problem  is  that  it's  not  nearly 
so  tough  as  the  one  Tom  Phillips  in- 
herited and  so  ably  solved  nearly  a 
decade  ago.   ■ 


Brotherhood,  Economics  and  the  American  Dream 


What  interested  Raytheon  about 
Amana  Refrigeration  was  not  mere- 
ly its  reputation  for  quality  appli- 
ances, but  also  the  religious  ethic 
from  which  it  sprang. 

The  company  is  located  in  Mid- 
dle Amana,  one  of  seven  villages 
in  eastern  Iowa  settled  over  a  cen- 
tury ago  by  a  religious  sect  known 
as  the  Community  of  True  Inspira- 
tion, which  had  fled  European  per- 
secution. Its  members  maintained 
their  Old  World  traditions  by  band- 
ing together  and,  like  the  Amish, 
supplying  most  of  their  own  needs. 
ButTthe  Great  Depression  wrought  so 
mahy  changes,  both  in  the  com- 
munity and  the  economy,  that  in 
1932  the  Amana  Society  voted  to 
become  a  stock  cooperative  and 
venture  into  the  capitalist  world. 

The  Society,  now  numbering 
some  1,500  members,  does  very 
nicely.  Today  the  Amana  Society 
Bakery  delivers  its  bread  to  eight 
states,  and  meat  from  the  Amana 
Meat  Shops  is  shipped  around  the 
country  to  homes,  hotels  and  res- 
taurants. But  its  greatest  success 
was   with    Amana   Refrigeration,    a 


business  started  in  1934  soon  af- 
ter the  Society  decided  to  experi- 
ment (its  own  words)  "in  blend- 
ing brotherhood  and  economics  and 
its  special  relationship  to  the  Amer- 
ican Dream." 

The  genesis  of  Amana  Refrigera- 
tion came  in  1934  when  a  nearby 
Iowa  City  businessman,  needing 
beverage  coolers  for  his  business, 
approached  young  George  Foerst- 
ner  in  the  Society's  woolen  mills 
and  asked  if  he  could  make  them. 
Foerstner  decided  that  he  could, 
in  the  Society's  woodworking 
plant.  In  1936  the  Society  bought 
Foerstner's  small  business  with  him 
still  in  charge.  In  the  next  15  years 
Amana  expanded  from  beverage 
coolers  to  home  refrigerators  and 
freezers. 

By  1949  the  company  was  worth 
about  $1.5  million.  "I  was  a  mem- 
ber of  the  board  of  the  Amana 
Society  at  the  time,"  Foerstner  re- 
calls, "and  some  felt  here  was  a 
pretty  large  business  and  it  might 
be  a  good  idea  to  cash  in  their 
chips."  So  Foerstner  and  a  friend 
bought  the  company  from  the  So- 


ciety, with  Foerstner,  the  largest 
stockholder,  still  running  the  show. 

When  Raytheon  acquired  Amana 
in  1965  for  some  $10  million  in 
stock— around  16%  went  to  George 
Foerstner— its  sales  were  only  $25 
million,  mainly  in  refrigerators  and 
freezers.  But  the  Raytheon-devel- 
oped  Radarange  enabled  it  to  more 
than  quadruple  sales  in  eight  years 
as  it  got  a  hammerlock  on  one  of 
the  hottest  appliances  around.  Last 
year,  well  over  half  the  200,000 
microwave  ovens  sold  were  Ra- 
daranges,  the  bulk  retailing  at  $450 
each.  Amana  is  now  turning  out 
over  10,000  units  a  month,  a  fig- 
ure that  Foerstner  says  will  be  up 
to  20,000  by  fall,  or  about  $9 
million  worth  per  month.  By  the 
end  of  the  decade,  he  sees  the  mi- 
crowave oven  market  approach- 
ing a  million  units  yearly. 

At  64,  George  Foerstner,  still 
running  the  show  at  Amana  Refrig- 
eration after  nearly  40  years  and 
several  ownership  changes,  is  pret- 
ty happy  with  Raytheon.  And  heav- 
en knows  Raytheon  has  had  nothing 
but  pleasure  with  Amana. 
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Saudi  Arabia 


A  Nation 

We'd  Better  Get  to  Know 

There  sit  the  Saudis— lately  arrived  in 
the  20th  century— atop  fantastic  oil 
reserves  that  are  propelling  them  into 
world  power  with  unprecedented  speed. 

Who  are  these  little-known  people  whose 
actions  will  shape  global  affairs  for  years 
to  come?  And  how  are  their  traditionalist 
Moslem  rulers  apt  to  handle  their  growing 
wealth  and  power? 


Faster  than  ever  before  in  the  history 
of  nations,  the  desert  Kingdom  of 
Saudi  Arabia  is  emerging  from  back- 
wardness to  world  power.  Power  that 
it  is  accumulating  at  the  expense  of 
the  U.S.  and  the  rest  of  the  industrial- 
ized world.  Power  that  promises  to 
be  one  of  the  most  decisive— and  po- 
tentially disruptive— forces  in  global 
politics  and  economics  for  the  balance 
of  the  century. 

It   is    rooted,    of   course,    in    Saudi 


Arabia's  immense  oil  reserves.  Beneath 
some  of  the  bleakest  real  estate  im- 
aginable, the  Saudis  lay  claim  to  138 
billion  barrels  of  proven  reserves, 
about  twice  as  much  as  anyone  else 
(see  table).  That's  the  published— 
and  extremely  conservative— figure. 
The  actual  reserves  may  be  two  or 
three  times  that,  and  perhaps  as  much 
as  five  times  higher. 

The  Saudi  monarchy,  ruled  by  67- 
year-old   King  Faisal  ibn  Abdul-Aziz 


Whn 

Has  the  Oil? 

Estimated 

1972  Production 

(mil.bbls/day) 

Proven  Reserves 
(billion  barrels) 

Increase 
Over  1971 

Pro,.  1980 
Production 

(mil.bbls/day) 

Saudi  Arabia 

138.0 

5.7 

27.0% 

20 

Russia 

75.0 

7.5 

12.0 

10-12 

Iran 

65.0 

4.9 

8.0 

8-10 

Kuwait 

64.9 

2.8 

—5.0 

.3-4 

Other  Persian  Gulf 

51.2 

2.5 

4.0 

4-6 

Algeria 

47.0 

1.1 

36.8 

1-2 

U.S. 

36.8 

9.5 

—0.3 

12 

Libya 

30.4 

2.2 

—19.3 

2-3 

Iraq 

29.0 

1.5 

—12.0 

1-2 

Venezuela 

13.7 

3.2 

—9.8 

3-4 

Canada 

10.2 

1.5 

10.4 

2-3 

Total  World 

669.9 

49.7 

3.0 

80 

Sources:  Oil  &  Gas  Journal,   12/25/72    Pgs.  82-83.  American  Universities  Field  Staff, 

Inc. 

al-Saud,  means  to  exploit  these  re- 
serves to  the  hilt.  And  why  not?  The 
big  industrial  nations  either  have  no 
oil,  or  are  running  out.  The  output  of 
other  key  producers  has  either  be- 
come inadequate  (Venezuela,  Can- 
ada) or  has  been  cut  back  to  con- 
serve finite  reserves  for  the  future 
(Kuwait)  or  to  gain  political  advan- 
tages (Libya,  Iraq).  Besides,  by  the 
1990s,"  other  energy  forms— e.g.,  nu- 
clear fusion— may  start  to  replace  oil. 

So  the  Saudis  have  already  em- 
barked on  a  forced-draft  expansion  to 
quadruple  their  production  to  20  mil- 
lion barrels  a  day  by  1980. 

In  two  years,  three  at  the  most, 
the  Saudis  should  pass  the  U.S.  as  the 
No.  One  world  producer.  When  they 
hit  20  million  barrels  a  day  by  the  end 
of  the  Seventies,  they  will  be  supply- 
ing about  25%  of  worldwide  demand. 

They  will  also  be  raking  in  great 
gobs  of  money.  Annual  royalties  and 
taxes  from  the  American-controlled 
Arabian  American  Oil  Co.  (Aramco), 
which  produces  well  over  90%  of  Sau- 
di Arabia's  oil,  have  already  jumped 
from  $1.1  billion  to  almost  $3  billion 
since  1970.  The  kingdom's  gold  and 
foreign  currency  holdings  rose  from 
$662  million  to  more  than  $2.3  billion. 

Now  the  Age  of  Participation  has 
dawned— an  idea  conceived  as  an  al- 
ternative to  outright  nationalization 
and  pushed  through  last  year  by  the 
Saudis.  Though  details  are  still  being 
worked  out,  including  the  compensa- 
tion to  Aramco's  owners,  the  Saudi 
government  assumed  25%  ownership 
of  Aramco's  crude-producing  facilities 
as  of  Jan.  1.*  At  the  Saudis'  option, 
the  government's  share  can  rise  to 
51%  by  1982.  Aramco's  U.S.  owners 
meantime  will  be  obligated  to  buy 
back,  at  prices  well  above  the  current 
taxes  on  their  share  of  the  oil,  sizable 
but  steadily  decreasing  amounts  of 
the  Saudis'  share. 

Participation,  on  top  of  Aramco's 
rapid  expansion,  should  swell  the 
Saudis'  annual  oil  revenues  to  around 
$8  billion  by  1975,  and  to  nearly  $20 
billion  by  1980.  Their  foreign  cur- 
rency holdings  should  rise  to  about 
$10  billion  by  1975  and  $30  billion 
by  1980.  In  this  important  sense,  this 
nation  of  six  million  people  will  rank 
with  the  world's  richest. 

The  Saudis,  literally,  will  have  more 
money  than  they  know  what  to  do 
with.  They  could  control  companies, 
even  whole  industries,  in  other  coun- 
tries. They  could  cause  monetary  hav- 
oc by  suddenly  shifting  large  sums 
around.  They  could  finance  a  massive 
Arab  war  against  Israel. 

Some  less  extreme  things  will  al- 


•Belore  participation,  Aramco  was  owned  30%  aach 
by  Exxon,  Texaco  and  Standard  Oil  of  California,  with 
Mobil  owning  the  remaining   10%. 
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most  surely  come  to  pass  for  Ameri- 
cans as  a  result  of  the  Saudis'  onrush- 
ing  power.  We  may  find  within  a  few 
years  that  we  must  fork  over  75  cents 
or  more  for  a  gallon  ot  gasoline  and 
that  our  electric  hills  have  soared. 
Some  of  our  giant  corporations  may 
find  Saudis  demanding  seats  on  their 
hoards;  and  U.S.  businessmen— and 
perhaps  U.S.  foreign  tourists  as  well 
—may  face  superstriet  monetary  regu- 
lations because  imports  of  Saudi  oil 
may  create  intolerable  pressures  on 
the  U.S.  balance  of  payments.  We 
may  read  in  the  newspaper  that  our 
Government  refuses  to  send  more 
fighter  planes  to  Israel  and  that  it  is 
spending  billions  of  our  tax  dollars  in 
a  crash  attempt  to  convert  our  huge 
coal   reserves  into  gas   and  oil.   Con- 


versely, any  threat  to  Saudi  Arabia's 
stability  could  bring  U.S.  warships 
hurrying  toward  the  peninsula. 

And  what  happens  if  the  Saudis, 
after  pushing  production  to  20  million 
barrels  a  day  and  securing  the  world's 


dependence  on  their  oil,  one  day  de- 
cide they  are  simply  piling  up  money 
too  fast  and  cut  production  sharply? 
Chaos  would  result.  The  world  price 
of  oil  would  shoot  through  the  roof. 
Military    consequences    would    result. 


MEDITERft^ 


From  Souks  to  Supermarkets 


Oil  \\d  money  wo  power  are  the 
least  visible  dimensions  of  Saudi 
Arabia.  Indeed,  to  Western  eyes,  Saudi 
Arabia  isn't  much  to  look  at.  It's  most- 
ly sand— stretching  from  the  gigantic 
ever-shifting  dunes  of  the  scorching 
Rub  al  Khali,  the  so-called  empty 
quarter  in  the  south,  to  endless  reaches 
of  barren  mountain  and  flat  desert 
wasteland  over  most  of  the  rest— bro- 
ken mercifully,  but  only  occasionally, 
by  palm -studded  oases. 

There  are  very  few  people  out  in 
all  that  emptiness— no  more  than  6 
million,  spread  over  an  area  one-third 
the  size  of  the  continental  U.S.  A 
goodly  number  of  those  are  still  Bed- 
ouin nomads,  baking,  along  with  wan- 
dering herds  of  camels  and  sheep, 
under  120-degree-plus  summertime 
temperatures.  Still  more  are  simple 
farmers,  scratching  out  a  living  in  iso- 
lated villages  wherever  water  can  be 
found  and  date  palms  made  to  grow. 
Because   the   population    is    so    thin, 


Yemenis  must  be  imported  to  do  much 
of  the  menial  work.  And  because  pop- 
ular education  has  been  late  to  bloom 
in  Saudi  Arabia,  other  outsiders- 
Egyptian  schoolteachers,  Italian  road 
builders,  American  agricultural  ex- 
perts—must be  counted  on  to  handle 
most  of  the  technical  jobs.  The  ex- 
treme shortage  of  trained  manpower, 
both  technical  and  administrative,  is 
probably  the  Saudis'  No.  One  problem 
in  coping  with  their  emerging  power 
and  wealth.  Only  recently  has  a  very 
small,  elite  cadre  of  young  Saudi 
technocrats,  most  of  them  educated 
in  the  U.S.  at  the  Saudi  government's 
expense,  grown  to  any  significant  size. 
The  three  largest  cities,  none  much 
over  250,000  in  population,  are  the 
capital  of  Riyadh  in  the  desert  in- 
terior, the  port  of  Jeddah  on  the 
Red  Sea  and  Dammam  in  the  oil- 
producing  Eastern  Province  along  the 
Persian  Gulf.  (Mecca,  the  center  of 
the  Moslem  world,  is  more  shrine  than 


Free  Enterprise  exists  in  Saudi  Arabia,  but  is  largely  limited  to  the 
level  of  running  a  stall  in  the  souks  or  owning  a  taxicab.  Main  reasons-, 
the    lack    of    private    capital    and    relatively    low    level    of    education. 


city  and  is  clos.J  to  non-Moslems; 
Dhahran  in  the  east,  the  Aramco  resi- 
dential "camp"  that  looks  like  a  sub- 
urb of  Houston,  doesn't  really  qualify 
as  a  Saudi  city.)  Increasingly  there 
are  modern  buildings  and  honking  au- 
tomobiles in  the  bigger  cities,  but  in 
all  of  them  paved  streets,  purified 
drinking  water  and  modern  sewage 
disposal  are  fairly  recent  phenomena. 
Out  in  the  smaller  towns  there  are 
as  many  donkey  carts  as  automobiles 
along  the  dusty  dirt  roads. 

The  pace  remains  very  slow,  ex- 
asperatingly  so  to  outsiders  there  to 
transact  business.  Apart  from  Aram- 
co, a  few  cement  plants,  a  fertilizer 
plant  near  Dammam  and  a  small  steel- 
rolling  mill  and  refinery  at  Jeddah, 
there  is  almost  no  industrial  activity. 
Virtually  all  of  the  materials  for  new 
roads,  buildings  and  irrigation  proj- 
ects must  be  imported;  food  and  con- 
sumer products,  too.  There  are  some 
small  supermarkets  in  the  bigger  cit- 
ies, but  the  bulk  of  the  retail  trade  is 
still  carried  on  in  the  souks,  the  color- 
ful Arab  street  bazaars. 

Everyday  life  bears  a  strong,  even 
repressive,  religious  stamp.  Historical- 
ly, Saudi  Arabia  has  considered  itself 
the  staunchest  upholder  of  Moslem 
beliefs,  an  example  to  the  rest  of  Is- 
lam. Each  year,  at  great  expense  and 
inconvenience  to  the  Saudis,  a  million 
Moslem  pilgrims  flock  to  Mecca  to 
observe  the  Hajj,  the  anniversary  of 
the  Prophet  Mohammed's  flight  to 
Medina  in  622  A.D.  The  crowds  are 
impossible  to  manage,  many  people 
are  injured  and  some  refuse  to  go 
home;  but  the  Saudis  welcome  them 
nonetheless. 

Five  times  a  day  throughout  Saudi 
Arabia  the  wailing  call  to  prayer 
echoes  from  the  minarets,  and  the 
cane-wielding  mutawwas,  the  govern- 
ment-paid religious  police,  hustle  off 
to  the  mosques  anyone  who  shows 
signs  of  playing  hooky.  There  are  no 
movie  theaters,  no  bars,  no  tourist 
resorts,  few  other  public  places  <>l 
amusement  or  recreation.  The  holy 
Koran  is  still  the  law  in  this  tradition- 
alist Moslem  land— including  its  pre- 
scribed punishment  ol  cutting  oil  the 
leit  hand  For  theft  (alter  the  third 
offense).  Saudi  women,  with  little  ap 
parent  complaint,  still  are  required  to 
don  long  black  veils  before  appearing, 
like  so  man)  dusky  ghosts,  in  public. 
Saudi  men,  even  in  the  big  cities,  still 
go  to  their  jobs  in  traditional  Aral) 
robes  and  headdress,  and  invariably 
oiler    a    visitor    the    traditional    weak, 

cardamom-flavored  coffee  followed  l>\ 

tea  before  gelling  down  to  business. 
Political  activity  is  virtually  nil.    The 

Saudi  monarch)  was  proclaimed  dur- 
ing the  1920s  after  km.u  Abdul  \/\/ 
al-Saud  had  united  the  country's  des- 
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You  can  build  a  new  building 
and  know  what  it's  going  to  cost 
before  you  start. 

All  too  often  that's  not  the  case 
in  commercial,  industrial  or 
institutional  construction. 
Because  the  responsibility  for  the 
various  phases  of  the  building  project 
gets  spread  among  too  many  parties 
and  no  single  source  has  control. 

And,  unless  you're  an  experienced 
construction  professional,  you  have 
no  choice  but  to  delegate. 

So,  why  not  select  one 
construction  professional  to 


assist  you  with  management  of  the 
entire  project?  A  professional 
capable  and  experienced  in 
balancing  good  design 
with  construction  economy. 
A  professional  who  can  help  you 
set  the  right  budget  and  then 
help  you  stick  to  it.  A  professional 
like  your  Butler  Builder.1 

When  you  build  this  way, 
you  assign  design  and  construction 
responsibilities  to  just  one  source. 
Which  means  instead  of  opening 
bids  to  find  out  if  you  can  afford 
the  building  you've  designed, 
you  design  your  building  to  meet 


Know  what 
you're  getting  into 


your  budget  and  your  needs. 
And,  you  maintain  an  open  line 
of  communication  on  all  phases 
of  your  project. 

So  don't  let  the  fear 
of  uncontrollable  costs  keep  you 
from  building  the  building  you  need. 
Build  a  Butler  building  and  know 
what  you're  getting  into. 

For  more  information,  call  your 
Butler  Builder.11  He's  listed 
in  the  Yellow  Pages  under 
"Buildings,  Metal'.'  Or  write  us 
for  this  free  informative  brochure. 
And,  if  you'll  tell  us  how  you  plan 
to  use  your  building,  we'll  try 
to  supply  color  photos  of  how  others 
have  used  Butler  buildings 
in  a  similar  manner. 

Write  Butler 

Mfg.  Co., 

BMA  Tower, 

Dept.  B-393, 

Kansas  City, 

Missouri 

64141. 


!s£S3m>»- 


39471 


Build  a  Butler  Building 


BUTLER 


Serving  building  needs  internationally,  with  plants  and  offices  in  the  United  States.  Canada,  Mexico  and  the  United  Kingdom 


If  you  re  puzzled  about  exactly 
what  Gulf +Western  does,  -  - 
we'll  be  happy  to  spel  1  it  out. 
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When  you  manage  a  corporation  whose  1,700  plants 
and  offices  in  49  countries  employ  over  70,000  peo- 
ple—it's understandably  hard  to  give  a  quick  overview 
of  your  total  operations. 

But  we  think  this  "diagram"  may  help.  It  shows  the 
five  major  fields  of  Gulf + Western's  Stage  II  activity. 
Within  those  five  areas  are  some  well-known  cor- 
porate names.  Inder  SERVICES,  for  example,  there's 
Associates  Corporation  of  North  America— active  in 
financing  and  a  wide  range  of  insurance  programs. 

Under  CONSUMER  GOODS, 
you're  probably  familiar 
with  our  Consolidated 
Cigar  subsidiary  and 
many  of  its  leading 
brands:  Dutch  Masters, 
11   Producto,  and   Muriel  ci- 
gars. Under  LEISURE,   our  G  +  W 
operations   include   Paramount   Pictures 
and  Famous  Music  Corporation. 

However,  our  list  of  familiar  names  only  goes 

so  far.  Unless  you  need  forgings,  pipe  fittings, 

traflic  safety  systems,  precision  metal  parts,  or 

carloads  of  other  things  from  automobile  parts 

to  zinc  to  components  for  home  appliances— 

you  might  not  know  G  +  W's  subsidiaries. 

But  think  of  this.  Some  50%  of  our 

manufacturing  operations  go  toward  helping 

other  companies  whose  products  affect  your  life. 

The  sugar  in  your  coffee  and  the  boxes  your  cereal  is 

packaged  in  may  have  come  from  subsidiaries  in  both 

G+W*s  Consumer  and  Natural  Resources 

areas.  The  cans  you  see  in  your  kitchen  cupboard 
could  have  been  shaped  by  presses  from  a  G  +  W  com- 
pany in  the  INDUSTRIAL  MARKETS  area. 

We  look  at  it  this  way.  G  +  W's  Stage  I  was  our 
period  for  developing  a  solid  base  of  assets;  now,  in 
Stage  II,  we're  serving  the  growing  needs  of  five  con- 
sumer and  industrial  areas.  Today,  either  through 
our  own  products,  or  by  helping  other  companies 
make  their  products,  Gulf  +  Western  is  making  life 
easier  for  millions.  And  more  rewarding  for  its  more 
than  100,000  stockholders. 

Learn  more  about  G+W,  For  1972  Annual  Report,  write: 
Dept.  F-1 ,  Investor  Relations,  Gulf+ll'estern  Industries, 
Inc.,  I  Gulf+  Western  Plaza,  N.Y.,  N.  Y.  10023 

Gulf+Western 
STAGE  H 
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Hercules  has  package 
construction  down  to  a  system. 

Until  recently  if  you  wanted  a  new  package  for 
your  product,  you  had  to  go  to  several  firms 
to  get  it— from  designers  to  fabricators 
to  filling  equipment  manufacturers. 

No  more. 

Now  Hercules  has  a  packaging  sys- 
tem that  handles  the  whole  job— from 
designing  the  package  and  supplying 
the  material  to  building  the  forming 
machinery  and  the  filling  equipment. 

What's  a  chemical  company  doing 
in  package  design— or  package  machin- 
ery for  that  matter?  Simple:  it's  a  great  way  to  grow. 

That's  why  we've  taken  the  managerial  skills  and 


G72-1 

the  technical  know-how  that 
have  helped  make  us  big 
in  the  chemical  business 
and  applied  them  to 
other  areas  that  seemed 
to  lack  a  system  approach 

For  the  municipal  market, 
it's  a  waste  disposal  system.  For  the  retail  market, 
it's  a  system  for  instant  credit  verification.  And  in  commu- 
nications, it's  a  system  for  present  and  future 
underground  installations. 

And  so  it  goes.  Wherever  there's  an 
opportunity  for  growth,  we  make  the 
most  of  it.  Systematically. 


Does  this  sound  like 
an  ordinary  chemical 
company  to  you? 
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Hen  iilf.  Im  of[x>f.t!iKl 
Wilmington  Delaware  I9899 


ert  tribes,  often  by  conquest.  King 
Faisal,  his  second  son,  assumed  the 
throne  in  1964  when  the  numerous 
members  of  the  close-knit  Saud  royal 
family  tossed  out  his  high-living  older 
brother,  Saud  ibn  Abdul-Aziz  al-Saud, 
who  was  leading  the  country  to  fiscal 
ruin.  The  more  level-headed  Faisal, 
who  had  much  exposure  to  the  outside 
world  as  foreign  minister  under  his 
brother,  instituted  fiscal  reforms.  He 
placed  able  commoners  in  charge  of 
several  key  ministries  and  began  giv- 
ing the  Saudi  people  enough  schools, 
hospitals,  water  treatment  plants,  ag- 
ricultural assistance  and  the  like  to 
keep  them  from  getting  restive.  As  a 
result,  if  the  monarchy  does  not  per- 
mit political  opposition,  neither  has 
it  inspired  much. 

The  royal  family,  of  course,  com- 


pletely controls  the  nation's  wealth, 
a  situation  that  could  produce  future 
discontent,  especially  among  the  grow- 
ing number  of  college-educated  Sau- 
dis. An  average  family  of  four  receives 
about  $1,500  to  $2,000  a  year,  which 
is  enough  to  get  by  in  Saudi  Arabia 
but  not  much  more.  Only  a  handful 
of  educated  Saudis,  mostly  Aramco 
and  government  employees,  earn  over 
$5,000.  For  all  the  oil  wealth,  no  one 
amasses  much  wealth  in  Saudi  Ara- 
bia. Except  the  royal  family,  of  course. 
But  mention  the  possibility  of  di- 
rectly distributing  some  of  the  mush- 
rooming wealth  to  the  people  and  a 
member  of  the  royal  family  draws 
back  in  horror:  "That  would  be  the 
end  of  the  Saudi  Arabian  people." 
The  argument  is  that  the  wealth  of 
their  developing  nation  is  better  off 


in  the  hands  of  a  well-intentioned 
monarch  than  in  the  hands  of  a  popu- 
lace unaccustomed  to  it. 

Faisal  is  not  a  young  man,  however, 
and  he  does  have  a  history  of  stomach 
trouble.  In  accord  with  Moslem  cus- 
tom, his  younger  brother,  Crown 
Prince  Khalid  al-Saud,  is  next  in  line 
for  the  throne.  Khalid  reportedly  is 
neither  strong  nor  able.  So  the  royal 
family  has  already  arranged  that  an- 
other brother,  Fahd  al-Saud,  who  is 
currently  doing  well  as  interior  minis- 
ter, will  actually  run  things  after  Fai- 
sal. Chances  are  that  the  Saud  fam- 
ily's control  will  continue  during  the 
years  of  Saudi  Arabia's  emerging 
world  power,  though  with  an  increas- 
ing reliance  on  the  largely  Ameri- 
can-educated commoners  now  rising 
through  the  expanding  bureaucracy. 


Oil  Power  in  Action 

It  is  a  more  interesting  pastime  for 
outsiders  to  muse  over  what  the  Sau- 
dis will  do  with  all  their  money.  But 
to  the  Saudis  themselves,  in  the  wake 
of  participation,  the  more  pressing 
problem  is  how  to  sell  their  increas- 
ing quantities  of  Aramco's  oil.  The  de- 
mand will  be  there,  but  in  what  mar- 
kets? Through  what  channels?  At 
what  prices? 

How  will  the  Saudis  use  the  power 
their  money  and  oil  gives  them? 

Talk  to  higher-ups  in  the  Saudi 
government  and,  except  when  the  con- 
versation turns  to  Israel,  they  offer 
words  of  assurance. 

"We  don't  intend  to  use  our  oil  as 
a  political  weapon,"  insists  Ahmed 
Zaki  Yamani,  the  Harvard-educated 
oil  minister  who  masterfully  negotia- 
ted the  participation  agreement  with 
Aramco's  owners  last  year. 

"We  feel  a  strong  obligation  to  use 
our  God-given  resources  for  the  gen- 
eral good  of  everyone,  not  just  our- 
selves," adds  Prince  Sa'ad  al-Faisal, 
one  of  Faisal's  sons  and  deputy  gover- 
nor for  planning  at  Petromin,  the  gov- 
ernment-owned company  that  will  run 
the  Saudis'  share  of  Aramco. 

Aramco's  U.S.  owners,  if  they  dared 
to  speak4xankly,  would  argue  that  the 
Saudis  had  used  their  oil  to  blackjack 
them  into  signing  the  participation 
agreement.  Petroleum  consumers,  to 
whom  the  oil  companies  will  naturally 
pass  along  the  (10-cent-per-barrel) 
cost  increases  from  participation, 
might  be  inclined  to  think  so,  too. 
The  comp'anies  agreed  to  participa- 
tion only  as  an  alternative  to  total 
nationalization. 

Yet  there  is  a  reasonableness  about 
participation,  the  most  current  exam- 
ple of  Saudi  oil  power  in  action. 
Aramco    wasn't    exactly    starving:    It 


Saudi  Oil  Minister  Zaki  Yamani  is  proud  of  the  participation  pact 
reached  with  the  oil  companies  last  year.  But  can  it  survive  if  less 
temperate    Arab    nations,    like    Libya,    win    even    greater    concessions? 


could  extract  Saudi  oil  at  a  cost  of 
only  12  cents  a  barrel  (vs.  around 
$2.50  for  U.S.  oil),  pay  the  govern- 
ment taxes  of  around  $1.50  a  barrel 
and  then  sell  the  oil  for  $3  or  more  a 
barrel.  Why  shouldn't  it  share  more 
with  the  Saudis,  to  whom  the  oil  ac- 
tually belongs?  On  the  other  hand, 
the  Saudis  need  Aramco's  technical 
knowhow  and,  most  of  all,  its  market- 
ing outlets.  So  why  not  compromise 
with  participation? 

What  Kind  of  Oil  Industry? 

But  who  knows  whether  the  Saudis, 
with  participation  an  accomplished 
fact,  will  not  demand  more  and  more 
from  the  companies  as  they  gain  mar- 
keting expertise  and  outlets  of  their 


own?  Taking  it  a  step  further,  who's 
to  say  that  Saudi  Arabia,  as  the  king- 
pin world  producer,  will  not  gradually 
drive  the  oil  ind  istry  as  we  know  it 
into  extinction?  By  taking  over  not  just 
crude  operations,  as  happens  in  na- 
tionalization, but  by  building  up  com- 
peting refining  and  marketing  opera- 
tions as  well. 

The  only  assurance  in  sight  is  the 
words  of  Zaki  Yamani.  He  has  stated 
publicly  that  the  terms  of  the  present 
participation  agreement  will  remain 
in  force  until  Aramco's  concession  term 
expires  in  1999.  "We  certainly  want 
to  believe  him,"  says  one  Aramco  ex- 
ecutive in  Dhahran. 

But  at  least  a  partial  withering 
away  of  the  traditional  oil  industry 
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Only  one  communications  company 

keeps  85,000  installation  and 
maintenance  vehicles  on  the  road. 


That  company  includes,  of 
course,  your  local  Bell  Company. 

With  230,000  men  and  women 
assigned  to  installation  and  mainte- 
nance. 

With  more  than  85,000  vehi- 
cles serving  as  depots  on  wheels, 
ready  to  get  your  communications 
equipment  in  and  back  to  work  fast. 

With  1800  Bell  System  Repair 
Service  Centers  all  across  the  country 
you  can  call  day  or  night. 
All  of  this  says  big,  fast,  and  reliable.  It  also  says  small,  fast, 
and  reliable. 

Because  we  operate  all  across  the  country.  In  cities.  Towns. 
Neighborhoods. 

Your  call  for  help  is  never  Long  Distance.  With  us,  it's  always 
a  local  call. 

When  it  comes  to  service,  Bell  System  maintenance  is  one  of 
the  best  bargains  in  your  telephone  bill. 
AT&T  and  your  local  Bell  Company. 


may  come  anyway  as  the  Saudis 
muscle  their  way  into  markets  in  the 
U.S.  and  elsewhere.  The  U.S.,  by  far 
the  world's  biggest  oil  consumer,  is 
the  natural  marketing  target.  To  sew 
up  an  adequate  share  of  the  U.S. 
market,  Yamani  has  made  two  pro- 
posals: 1)  that  the  Saudis  invest  in 
U.S.  marketing  operations,  and  2)  that 
their  oil  be  allowed  to  flow  into  the 
U.S.  free  of  any  duties  or  import 
restrictions. 

The  proposal  for  so-called  down- 
stream investments— intended  as  an 
outlet  for  both  Saudi  oil  and  money— 


has  drawn  mostly  negative  response 
in  the  U.S.,  especially  from  the  oil 
companies.  But  the  Saudis  can  get 
what  they  want  anyway,  without  any- 
one's approval,  simply  by  purchasing 
oil  company  shares  on  the  open  mar- 
ket. The  Saudis  say  they  don't  want 
to  control  any  U.S.  oil  companies. 
The  idea  would  be  to  buy  large  stock 
interests  or  make  loans  for  expansion 
projects,  perhaps  gain  directorships, 
and,  by  virtue  of  these  closer  ties, 
obtain  the  marketing  cooperation  they 
want  for  their  own  oil. 

As   for  especially   favorable   treat- 


ment of  Saudi  oil,  the  U.S.  State  De- 
partment so  far  has  balked  at  signing 
a  formal  agreement.  But  by  1980, 
when  the  U.S.  could  be  looking  to 
Saudi  Arabi  for  as  much  as  30%  of  its 
annual  consumption,  the  Saudis  will 
undoubtedly  have  all  the  favorable 
treatment  they  desire.  It's  simply  a 
question  of  time  and  economic  reality. 
So  while  the  Saudis  say  they  won't 
use  their  oil  as  a  weapon,  the  effects 
promise  to  be  much  the  same.  Their 
demands  so  far  have  not  been  unrea- 
sonable; but  unreasonable  or  not, 
they  are  likely  to  be  met. 


And  Then  the  Money 

What  will  the  Saudis  do  with  all  that 
money?— the  $8  billion  in  oil  revenues 
and  $10  billion  or  so  of  foreign  cur- 
rency reserves  they  should  have  by 
1975?  The  close  to  $20  billion  in  rev- 
enues and  $30  billion  in  currency 
holdings  they  should  have  by  1980? 

Naturally,  the  Saudis  aren't  saying 
much.  Some  of  it  will  go  toward  mar- 
keting their  oil.  That  is,  into  equity 
investments  and  expansion  loans  to 
secure  the  marketing  cooperation  of 
oil  companies  in  the  U.S.  and  else- 
where. Maybe  into  some  joint  ven- 
tures, too.  And  there  is  nothing  to  say 
the  Saudis  won't  branch  out  into  in- 
vestments abroad  in  nonoil  companies. 

But  the  Saud  family's  long-range 
goals  go  way  beyond  the  purely  prac- 
tical question  of  finding  outlets  for 
the  kingdom's  oil.  This  is  a  highly 
conservative  monarchy.  What  it  prizes 
most  of  all  is  the  kingdom's  political 
stability  and  strong  religious  orienta- 
tion. It  can  be  counted  upon,  in  ex- 
ercising its  emerging  wealth  and  pow- 
er, to  bend  every  effort  to  preserve 
the  status  quo  at  home. 

This  means,  among  other  things, 
that  the  chances  of  using  its  money 
for  a  large  military  buildup  to  wage 
war  on  Israel  are  almost  nil.  The  Saud 
family  had  a  bellyful  of  constant  war- 
fare for  almost  200  years  before  their 
monarchy  was  successfully  established 
in  1928;  they  are  not  particularly  anx- 
ious for  more.  It  would  be  too  dis- 
ruptive to  the  rosy  conomic  future 
that  lies  before  them.  Then,  too,  a 
big  army  might  pose  a  threat  to  the 
King,  as  it  does  in  other  Arab  coun- 
tries. As  it  is,  Faisal  is  wary  enough  to 
keep  his  regular  army  scattered  wide- 
ly along  the  borders. 

However,  the  Saudis,  who  deplore 
the  displacement  of  the  Palestinian 
Arabs  as  much  as  any  other  Arab  na- 
tion, will  certainly  continue  to  give 
financial  support  (as  they  do  now) 
to  Egypt,  Syria  and  Jordan  in  their 
conflicts  with  Israel.  And  they  can  be 
counted  on,  though  they  would  never 
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King  Faisal,  though  highly 
conservative  and  a  stickler  for 
Moslem  tradition,  is  known  to 
his  people  as  a  reasonable, 
well-intentioned  monarch.  Un- 
like the  stereotyped  Arab  ruler, 
he  doesn't  go  in  for  plush 
palaces  and  Rolls-Royces.  He  is 
accessible  once  each  week,  in 
a  ceremony  called  the  majlis, 
to  anyone  with  a  beef  or  sug- 
gestion. He  is  also  visible  with 
fair  frequency  on  programs 
from  Saudi  Arabia's  five  gov- 
ernment-owned television  sta- 
tions. And  the  Saudis  are  gen- 
erally grateful  for  the  modern 
advances  and  overall  tranquili- 
ty he  has  maintained  through- 
out the  kingdom.  The  only 
hint  of  a  coup,  in  J  969,  was 
nipped  swiftly  and  surely 
in  the   early  planning  stages. 


admit  it,  to  apply  economic  and  po- 
litical pressure  on  the  U.S.  and  other 
nations  that  presently  support  Israel. 
The  day  seems  sure  to  come  when 
American  politicians  will  face  a  hard 
choice  between  the  pressing  need  for 
Saudi  oil  and  the  Jewish  vote. 

To  be  sure,  the  Saudis  may  have 
to  risk  building  up  a  somewhat  larger 
army.  It  already  has  grown  to  41,000 
since  a  large  Egyptian  force  showed 
up  on  its  southern  border  in  Yemen  in 
1965.  Now  there  are  new  threats:  a 
guerrilla  war  in  the  Dhofar  Province 
of  western  Oman  along  Saudi  Arabia's 
southern  border,  fueled  by  the  Chi- 
nese-influenced government  in  the 
People's  Democratic  Republic  of  Yem- 
en; the  closer  ties  developing  between 
Russia  and  Saudi  Arabia's  big  north- 
ern neighbor,  Iraq;  and  Russia's  naval 
dominance  of  the  Persian  Gulf  since 
the  British  fleet  pulled  out  five  years 
ago.  Still,  the  Saud  family  will  prob- 
ably resist  building  up  a  huge  army. 

Easy  Does  It 

They  will,  of  course,  spend  a  lot  of 
money  on  other  internal  projects.  Al- 
ready they've  spent  a  great  deal,  con- 
centrating on  the  basics  of  modern 
life:  Sewage  and  water  treatment 
plants.  More  paved  roads,  hospitals 
and  schools.  Expansion  of  universities 
and  technical  training  centers.  More 
elementary  and  secondary  schools  too, 
and  even  some  educational  facilities 
for  girls.  A  large-scale  effort  to  find 
and  exploit  underground  water  re- 
sources. Also  to  find  more  mineral 
resources.  And  several  large  agricul- 
tural projects  such  as  those  shown  in 
the  photographs  on  pages  40  and  42. 

And  they  will  give  the  people  more. 
A  five-year  plan  for  economic  and  so- 
cial development,  drawn  up  by  the 
Stanford  Research  Institute,  is  now 
under  way.  But  there  are  limits  to 
how  fast  progress  can  be  made.  The 
extreme  shortage  of  trained  manpow- 
er, plus  the  cumbersomeness  of  the 
growing  Saudi  bureaucracy,  have  al- 
ready delayed  execution  of  the  plan  so 
much  that  the  "five-year"  label  has 
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The  Companies  of  Citicorp: 

what  we  know 
can  help  you. 


t- 


k 


i 


EAR  TO  THE 
WORLD.  That's  Citicorp 
Internationa]  Bank,  Ltd 
(London).  Strategically 
placed  within  the  newly 
enlarged  Common  Mar- 
ket, this  new  member  of 
the  Citicorp  family 
brings  a  broad  range  of 
merchant  banking  serv- 
ices to  businesses  and 
governments  around  the 
world. 


The  key  ingredient  in 

financial  services  isn't 

money.  It's  know-how. 

That's  why  the 

subsidiary  companies 

of  First  National  City 

Corporation  were 

organized  to  supply 

a  range  of  knowledge 

and  experience 

wider  even  than  a  great  bank 

can  offer.  Take  the  examples 

on  this  page :  One  Citicorp  company 

backs  its  judgment  of  fledgling 

companies  with  hard  cash.  Another— a 

merchant  bank  in  London— works 

at  the  highest  level  of  world 

finance.  Yet  another  specializes 

in  every  type  of  factoring, 

collections,  and  accounts 

receivable  financing. 

And  there  are  dozens  more 

examples  of  Citicorp  companies 

bringing  knowledge 

to  bear  in  a  wide  variety 

of  financial  areas:  from 

travelers  checks 

to  computer  systems. 
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SMART  MONKY. 

When  you're  picking  new  companies 
to  back,  you've  got  to  know  markets . . . 
and  people.  Citicorp  Venture  Capital 
has  abundant  stores  of  this  special 
kind  of  financial  know-how.  It's  an- 
other bright  member  of  the  Citicorp 
family. 


^rom  originating  a  mortgage 
;o  leveraging  a  lease. 
\nd  in  the  innovative  kind 
)f  banking  practiced  at 
First  National  City  Bank:  the 
argest  in  New  York  and  the 
eader  in  world-wide  banking, 
hances  are  a  Citicorp  company 
mows  something  that  could 
lelp  you— if  you  are  in  a 
knowledge  business. 
And  today —who  isn't? 

The  mission  of  the  subsidiaries 
i)f  Citicorp:  to  grow  by  providing 
financial  services  that  meet  the  real 
needs  of  people,  communities,  and 
businesses  throughout 
:he  U.S.  and  around  the  world. 


SUBSIDIARY  COMPANIES 
OF  CITICORP 


TWO  HEADS  ARE 
BETTER 

Citicorp  Factors  uses  its 
special  knowledge  to  free  you 
to  use  yours.  Gets  key  execu- 
tives out  of  accounts  receiv- 
able problems  and  back  on 
their  business.  Citicorp 
companies  know. 


ADVANCE 

MORTGAGE 

CORPORATION. 

A  leading  originator 
and  servicer  of  residen- 
tial and  commercial 
mortgages  for 
hundreds  of  institu- 
tional investors. 

CITICORP 
COMMUNITY 
DEVELOPMENT,  INC. 

Equity  investments, 
loans  and  technical 
assistance  for  low 
and  middle  income 
housing  and  related 
facilities  in 
New  York  City. 

CITICORP 
FACTORS,  INC. 

Provides  business  with 
full  credit  protection 
and  collection  services 
as  well  as  working 
capital  through 
accounts  receivable 
financing  and 
factoring. 

CITICORP 
INTERNATIONAL 
BANK,  LTD. 
(LONDON)  A  new 

world-wide  merchant 
bank,  involved  in 
syndication  of  inter- 
national loans,  under- 
writing and 
distribution  of 
Eurobonds,  merger/ 
acquisition,  and  other 
investment  banking 
activities. 

CITICORP 
LEASING,  INC.  and 
CITICORP  LEASING 
INTERNATIONAL,  INC. 

The  world's  largest 
leasing  organization, 
able  to  handle  almost 
any  equipment 
leasing  transaction. 


CITICORP  REALTY 
CONSULTANTS,  INC. 

Provides  a  broad 
range  of  real  estate 
appraisal  and  project 
planning  services. 

CITICORP 
SERVICES,  INC. 

Makes  First  National 
City  Travelers  Checks 
available  to  users 
around  the  world 
through  tens  of 
thousands  of  banks. 

CITICORP 
VENTURE  CAPITAL 
LTD.  Provides  long- 
term  equity  financing 
to  growing  businesses 
around  the  world. 

CRESAP, 

McCORMICK  AND 
PAGET  INC. 

Performs  management 
consulting  services  for 
commerce,  industry 
and  the  public  sector, 
worldwide. 

NATIONWIDE 
FINANCIAL 
SERVICES 
CORPORATION. 

A  finance  company 
serving  consumers 
directly  and  through 
retailers  in  14  states 
from  coast  to  coast. 

TRANSACTION 
TECHNOLOGY  INC. 

Developer  of  advanced 
systems  for  the 
payment  mechanisms 
of  the  future. 

And 

FIRST  NATIONAL 
CITY  BANK.  Citibank 
is  one  of  the  world's 
leading  banks  with 
branches,  subsidiaries 
and  affiliates  in  90 
countries. 


FIRST  NATIONAL  CITY  CORPORATION 


399  Park  Avenue,  New  York,  N.  Y.  10022 


Get  the  details  in  this 
latest  study  of  25  new  plants 

The  thirteenth  edition  of  Cost 
Data  on  Industrial  Buildings  in 
Georgia  contains  information  on 
25  recently  constructed  plants. 
There's  a  photograph  of  each 
building,  along  with  specifica- 
tions and  detailed  cost  break- 
downs. If  you  are  concerned 
with  locating  new  industrial 
plants,  you'll  find  this  latest 
study  of  construction  costs  in 
Georgia  an  interesting  and  use- 
ful reference.  May  we  send  you 
a  copy?  No  cost  or  obligation, 


EXAMPLE:  This  fine  plant  of 
72,000  sq.  ft.  cost  only  $6.53  per 
sq.  ft.,  including  special  process 
piping  and  paving.  Financed  in 
part  by  local  development  cor- 
poration. 

J.  W.  Talley,  Jr.,  Vice  President 

Georgia  Power 
Company 

INDUSTRIAL 
DEVELOPMENT  DEPARTMENT 
BOX  4545  C 

ATLANTA,  GA.  30302 
PHONE:  404  521-3400 


Plant  location 
Atsistance 
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Nationwide  Network 


been  quietly  dropped  by  the  wayside. 

Besides,  there  are  serious  political 
risks  in  giving  the  people  too  much 
too  fast.  The  Saudis  have  always 
lived  in  relative  isolation  from  the 
world.  They  have  little  money  for  trav- 
el, and  their  government  has  always 
made  it  difficult  for  non-Moslem  vis- 
itors to  come  in.  They  know  relative- 
ly little  of  living  standards  in  the  rest 
of  the  world.  So  Saudi  expectations, 
in  terms  of  their  standard  of  living, 
are  still  fairly  low.  To  raise  them  too 
swiftly  might  be  politically  dangerous 
for  the  monarchy.  If  too  many  are  ed- 
ucated too  fast,  there  will  not  be 
enough  suitable  jobs.  This  is  especial- 
ly true  in  Saudi  Arabia,  where  the  thin 
population  and  scarcity  of  natural 
resources  other  than  oil  severely  limit 
the  size  of  the  job  market.  And  if 
too  much  money  is  pumped  into  the 
tiny  Saudi  economy  too  quickly,  a  ter- 
rible inflation  could  result. 

None  of  these  things  would  do  for 
the  monarchy.  So  the  Saud  family  will 
spend  slowly  and  carefully  for  these 
reasons,  if  no  others.  They  are  budget- 
ing just  over  $2  billion  for  internal 
purposes  right  now,  only  about  two- 
thirds  of  which  is  actually  being 
spent.  By  1980,  though  oil  revenues 
could  be  approaching  $20  billion, 
the  Saudis  will  probably  be  spending 
no  more  than  $5  billion  to  $6  billion 
internally. 

The  Saudis  talk  about  using  big 
chunks  of  their  surplus  funds  to  in- 
dustrialize. They  admit  that  their  nat- 
ural resources,  other  than  oil,  are  ex- 
tremely limited.  And  that  their  own 
economy  is  too  small  to  support  the 
sort  of  industrialization  taking  place 
in  nearby  Iran,  which  has  considerable 
resources  plus  three  or  four  times 
Saudi  Arabia's  population.  What  the 
Saudis  have  in  mind  are  industries 
for  export  that  can  use  their  oil  and 
gas  either  for  energy  or  raw  materials 
—things  like  aluminum  and  petrochem- 
icals. They  draw  encouragement  from 
the  aluminum  plant  now  being  built 
on  Bahrain,  a  major  oil-producing  is- 
land just  off  the  Saudi  Arabian  coast 
in  the  Persian  Gulf.  But  the  dream  of 
any  large-scale  industrialization  for 
Saudi  Arabia,  even  for  export,  seems 
a  distant  one. 

In  short,  the  Saudis  are  going  to  pile 
up  money  far  faster  than  they  can 
spend  it.  With  perhaps. $15  billion  a 
year  left  over  after  internal  spending 
by  1980,  the  odds  are  that  the  bulk 
of  its  income  is  destined  to  remain 
in  the  bank— mostly  in  the  form  of 
liquid,  highly  mobile  foreign  curren- 
cy reserves.  This  worries  the  men  who 
manage  the  world's  monetary  system, 
and  with  good  reason,  since  those  re- 
serves will  be  as  much  as  $30  billion 
by  1980.  If  the  Saud  family  should 


succumb  to  the  temptation  to  shift 
large  portions  of  that  money  around 
suddenly  and  unpredictably,  in  search 
of  financial  or  political  gain,  the  ef- 
fect could  be  disruptive,  to  put  it 
mildly.  The  stability  of  the  dollar,  the 
pound,  or  the  yen  could  then  depend 
on  the  whim  of  the  Saud  family. 

To  an  observer  from  the  U.S.,  how- 


Wafer  is  the  greatest  lack  in 
Saudi  Arabia,  but  one  place 
there  is  plenty  is  at  the  huge 
Al  Hasa  drainage  and  irriga- 
tion project  in  the  Hofuf  oasis. 
Farms  there  had  become  over- 
irrigated  swampland,  and  des- 
ert sands  were  gradually  blow- 
ing over  parts  of  the  oasis.  In 
the  last  five  years  the  govern- 
ment has  poured  $60  million 
into  stabilizing  the  sand  by 
planting  tens  of  thousands  of 
trees  and  draining  off  the 
swamps  via  1,500  miles  of 
canals.  Now  50,000  acres  of 
arable  land  are  available  at  Al 
Hasa.  The  trouble  is  that  most 
of  the  farms  are  too  small— 
since  Moslems  divide  their 
land  among  their  sons— and 
too  crowded  with  date  palms 
to  be  worked  by  modern 
methods.  Next  step:  a  pro- 
gram to  re-educate  Saudi  farm- 
ers   in    up-to-date    techniques. 
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ever,  the  Saudis  seem  fb  be  reason- 
able, responsible  people.  That  is 
backed  up  by  the  opinion  of  Aramco 
men  and  other  American  contractors 
who  have  spent  long  periods  in  Saudi 
Arabia.  There  is  a  strong  bias  among 
the  Saudis  in  favor  of  Americans,  who 
did  develop  their  oil  and  sought  no 
colonial  advantages  in  the  process. 
It  is  probably  to  the  U.S.'  advantage, 
too,  that  a  growing  number  of  the 
Saudi  upper  class,  the  men  who  will 
be  running  the  government  ministries 
to  an  increasing  degree,  were  edu- 
cated in  the  U.S. 

These  younger,  American-educated 
Saudis  could  cause  problems  for  the 
monarchy  in  the  not-too-distant  fu- 
ture. Scratch  the  surface,  and  you  find 
that  they  resent  the  repressive  religious 
atmosphere  that  pervades  their  home- 
land. They  are  unhappy  that  their 
wives,  unlike  the  American  women 
they  knew,  must  wear  veils  and  re- 
main in  the  background.  They  are  un- 
happy that  if  they  want  to  take  a 
Western-style  vacation  they  must  go 
to  Beirut  or  Cairo. 

Some  of  the  older  Saudis  show 
signs  of  discontent  too,  especially  those 
who  have  come  into  contact  with 
American-style  living  at  Dhahran, 
Aramco's  headquarters.  Says  an  older 
Saudi,  viewing  Dhahran's  unlittered 
streets  and  neatly  trimmed  ranch 
houses,  "Before  I  die  I  would  like  to 
see  my  country  look  more  like  this." 

The  educated  young  Saudis,  too, 
are  quite  apt  to  grow  impatient  with 
the  Saud  family's  total  control  over 
the  nation's  wealth  and  its  deliberate 
pace  of  internal  spending.  Those  vast 
sums  piling  up  compound  interest  in 
foreign  banks  or  being  used  to  finance 
industrial  projects  in  other  lands 
are  going  to  be  an  increasingly  bitter 
pill  for  them  to  swallow.  Says  one 
of  these  young  men,  a  middle-level 
executive  at  Aramco's  Ras  Tanura 
refinery:  "If  you  ask  me,  we  can't  go 
fast  enough." 

Are  the  Saudis  breeding  a  younger 
generation  of  potential  republicans? 
From  Dhahran  to  Washington,  from 
Riyadh  to  New  York,  oilmen  and  others 
with  long  experience  in  Saudi  Arabia 
warn:  "Look  out  for  the  younger  gen- 
eration of  educated  Saudis;  they  could 
spell  trouble  for  the  monarchy." 

For  now,  most  of  these  young  pro- 
test their  loyalty  to  the  government 
that  paid  for  their  educations.  Indeed, 
many  work  for  it,  since  the  government 
is  the  chief  source  of  job  opportunities 
for  college-trained  men.  But  already 
the  monarchy  is  limiting  the  number 
of  young  men  it  sends  outside  for 
education,  as  it  builds  up  its  own 
universities  at  home  and  gives  stu- 
dents hefty  scholarships  and  stipends. 
The  younger  educated  Saudis  may  not 


The  Bedouins,  a  million  or 
more  in  number,  represent  a 
big  untapped  labor  source  in 
Saudi  Arabia.  Several  years 
ago  the  government  proposed 
to  get  these  nomadic  shep- 
herds down  on  the  farm  by  of- 
fering them  free  grazing  land 
atop  new  underground  water 
sources  near  Haradh.  Because 
the  Bedouins  were  ill-equipped 
for  land  ownership,  the  proj- 
ect was  converted  to  a  com- 
mercial sheep-raising  venture. 
From  7,200  ewes  last  fall,  the 
Haradh  project  plans  to  have 
1 50,000  head  of  hardy  Najdi 
sheep  in  three  years  and  be 
operating  on  a  break-even 
basis.  Already  200  Bedouins 
are  working  at  Haradh,  and 
the  hope  is  that  thousands 
more  will  be  attracted  to 
settle  down  by  the  demon- 
strated success  of  the  modern 
sheep-raising  techniques. 


bring  down  the  monarchy,  or  even  the 
veils  covering  their  wives'  faces.  But 
they  may  well  apply  the  pressure  that 
will  cause  greater  amounts  of  the 
kingdom's  expanding  wealth  to  be 
spent  and  distributed  at  home. 

"Never  before  has  a  nation  so  in- 
herently weak  had  so  much  power, 
financially  and  politically,  come  its 
way  so  fast,"  says  James  E.  Akins,  the 
U.S.  State  Department's  Director  oi 
the  Office  of  Fuel  &  Energy  (.sr<  /> 
66).  The  more  thoughtful  members 
of  the  royal  family  may  wish  their  po- 
tential wealth  was  not  quite  so  great : 
They  now  have  what  may  be  the 
world's  toughest  tiger  by  the  tail.    ■ 
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As  I  See  It 


An  Interview  with  Alexander  Calder  Jr. 

Getting  the  CEO  To  Quit  in  Time 


Calder  of  Union  Camp 


For  some  time  now,  every  time  we'd  run  into  Alexander  (Sox)  Calder 
Jr.,  chairman  of  Union  Camp  Corp.  of  Wayne,  N.J.,  the  U.S.'  12th- 
largest  ($600-million  sales)  forest  products  company,  he'd  hint  to  us 
that  one  of  these  days  he  might  just  up  and  step  down.  Now  Sox 
Calder  (he  got  the  nickname  from  a  pair  of  socks  an  aunt  knitted  for 
him  before  his  birth)  is  a  bright,  brisk  56,  the  second  Calder  to  head 
up  the  company,  and  a  man  born  to  management  if  there  ever  was 
one.  So  we  never  could  quite  believe  he  was  ready  to  put  himself 
out  to  the  golf  course,  if  not  to  pasture.  But  Sox  isn't  a  man  to  go  off 
half-cocked.  So  when  he  appointed  Sam  Kinney  Jr.  president  and  chief 
operating  officer  last  October,  we  decided  we  just  might  be  wrong,  and 
took  ourselves  over  to  Wayne  to  £ee  what  he  really  was  up  to. 


Calder:  I've  been  president  for  a 
long  time— 17  years.  It's  a  fact  that  no 
matter  what  your  chronological  age, 
you  can  only  contribute  for  a  certain 
length  of  time  in  any  given  job.  May- 
be it's  ten  years,  maybe  15.  It  sure 
isn't  forever. 

A  skeptic  might  suspect  other  rea- 
sons: your  health,  maybe,  or  the  fear 
of  being  pushed  out. 

Calder:  Well,  my  doctor  says  my 
health  is  fine.  As  for  being  pushed 
out,  if  that  was  going  to  happen,  it 
would  have  been  six  or  eight  years 
ago  before  the  company  really  started 
to  move.  We've  done  very  well  in  the 
last  few  years.  So  I'd  say  that  com- 
pared with  other  times,  the  stockhold- 
ers probably  love  me  more  now. 

Was  anyone  surprised  at  your  de- 
cision to  phase  yourself  out? 
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Calder:  I  think  the  board  was  sur- 
prised that  at  age  56  I  was  the  one 
to  bring  up  the  subject  of  the  transi- 
tion to  the  next  group  of  folks  running 
the  company.  But  so  far  I  really  haven't 
done  much— I've  just  gotten  out  of 
trying  since  April  1971  to  do  both 
jobs,  the  chairman  and  the  president. 

Did  you  feel  the  men  below  you 
champing  at  the  bit? 

Calder:  No,  but  I  am  acutely  aware 
that  we  have  a  group  of  fellows  in 
their  40s  and  50s  who  have  been 
around  from  ten  to  30  years  and  are 
damned  good.  In  so  many  companies 
you  see  guys  being  stifled  if  there 
isn't  some  motion.  We've  been  lucky  in 
having  a  growing  company,  which 
has  helped.  I  think  that  if  the  head 
of  a  company  doesn't  do  a  good  job 
of  creating  the  smooth  continuance  of 
his  management,  he's  blown  the  most 


important  job  he  has.  To  stay  until 
you're  65  and  then  say,  "O.K.,  our 
sales  have  gone  up  this  much,"  toss 
the  reins  over  your  shoulder  and  walk 
out— or  worse,  hang  on  until  some- 
body throws  you  out— that  can  be 
tough  on  the  company  and  sad  for 
the  individual. 

Maybe  you  had  achieved  your  goals 
for  the  company. 

Calder:  No.  I  feel  that  to  say,  "We've 
got  to  make  this  a  $600-million  com- 
pany by  such  and  such  a  deadline, 
$800  million  by  another  date,  $1  bil- 
lion by  a  third  date"— that  can  be 
helpful  in  keeping  you  motivated,  and 
Lord  knows  the  stockholders  want 
earnings  growth.  On  the  other  hand, 
it  can  also  be  a  handicap  in  that  it 
puts  an  artificial  twist  to  your  judg- 
ment: "We're  due  to  be  at  $600  mil- 
lion this  year,  we  better  do  something." 
You  might  do  something  stupid. 

If  I  can  look  back  at  age  60  and  see 
that  we've  done  a  good  job  of  direct- 
ing this  transition,  I'll  feel  I've  really 
done  the  company  a  great  favor.  The 
top  guy  hanging  on  until  it  gets  awk- 
ward and  you  have  to  nudge  him  out 
—I've  seen  that  happen  in  a  lot  of 
companies,  including  this  one.  My  own 
father,  like  so  many  in  his  generation, 
stayed  on  too  long.  He  was  over  70 
when  he  finally  retired.  Then  he  was 
so  sick  he  didn't  have  any  fun. 

Did  you  promise  yourself  not  to 
make  the  same  mistake  he  did? 

Calder:  I  must  confess  I  did  some 
vowing.  I  could  see  very  clearly  the 
frustration  on  the  part  of  the  people 
working  under  him,  because  I  was 
sort  of  in  the  middle  at  various  stages 
of  my  growth  in  the  company.  And  I 
had  an  advantage  because  we  could 
fight  at  the  dinner  table,  but  I  was 
the  only  one. 

It's  hard  to  describe  how  different 
it  felt  20  years  ago,  not  just  in  our 
company,  but  in  others  where  I  know 
people  well.  You  just  waited  for  the 
message  to  come  from  the  pinnacle! 
That's  an  ideal  climate  to  develop  yes- 
men.  I'm  not  knocking  my  father— he 
built  this  company  and  we're  still  rid- 
ing on  the  momentum.  But  it  was  a 
different  climate. 

Because  of  your  own  experience, 
do  you  feel  more  comfortable  leaving 
the  company  in  the  hands  of  a  team 
rather  than  one  man? 

Calder:  I'm  glad  you  asked  me,  be- 
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As  I  See  It 


cause  I  see  I've  given  the  impression 
that  I  visualize  a  group  running  the 
company.  I  don't.  I  visualize  a  very 
close  and  constant  communication  be- 
tween the  top  three  or  four  people, 
but  with  somebody  to  whom,  if  the 
thing  blows  up,  you  can  say:  "You 
stupid  bastacd,  it's  your  fault!"  I  guess 
what  I  mean  is  that  major  decisions 
evolve  from  the  inputs  of  several  key 
people.  Unless  that  happens,  you  don't 
grow  as  many  good  executives. 

We  had  four  people  who  could 
have  been  president.  That's  partly  be- 
cause in  this  process  of  evolving  de- 
cisions, they  get  exposed  to  every  as- 
pect outside  their  own  particular  train- 
ing or  experience.  A  good  example 
is  the  gentleman  we  did  pick  as  presi- 
dent, Sam  Kinney.  He  was  hired  about 
ten  years  ago  as  a  lawyer,  but  with 
the  mutual  understanding  that  his  am- 
bition and  ours  was  for  him  to  get  in- 
to general  management.  His  first  broad 
assignment  was  head  of  corporate  de- 
velopment, our  diversification  pro- 
gram. This  meant  reviewing  all  our 
land  assets  and  seeing  what  else 
we  could  do  with  them  besides  grow- 
ing trees.  It  also  involved  our  acqui- 
sition program:  As  we  acquired  some- 
thing, we  gave  it  to  him  to  run. 

In  other  words,  you  had  him  ear- 
marked for  the  presidency  all  along. 

Caldeb:  No.  I  hate  to  make  general 
statements,  but  the  fact  that  the  com- 
pany moved  significantly  into  diversi- 
fication during  his  ten  years  rather 
than  remaining  a  straight  paper  com- 
pany made  Kinney's  legal  and  financial 
background  more  applicable.  He  had 
the  advantage  of  not  being  identified 
with  paper  or  anything  else. 

What  happens  next?  Are  you  look- 
ing for  a  man  to  replace  Kinney  when 
he  moves  up  to  CEO? 

Calder:  Yes,  but  it  is  no  more  than 
in  a  state  of  flux  right  now.  We've  tak- 
en the  top  echelon,  including  the  new 
president,  and  reshuffled  everyone's 
responsibility.  My  biggest  challenge 
has  been  to  decide  how  to  handle  this. 
For  six  months  or  so  before  I  finally 
made  up  my  mind,  I'd  wake  up  in 
the  middle  of  the  night  and  just  do  or- 
ganization charts,  lying  there  in  bed. 

Were  you  encouraged  to  think 
seriously  about  early  retirement  hy 
the  caliber  of  men  directly  helotr  you? 

Calder:  If  you  keep  talking  about 
early  retirement,  it's  going  to  stun  my 
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friends,  the  company  and  the  direc- 
tors! I'm  just  as  involved  as  I  ever 
was,  but  I've  told  our  top  people  that 
come  another  three  or  four  years— 
maybe  60  is  a  nice  round  number— I 
would  like  to  be  relieved  of  the  final 
responsibility  as  CEO  and  perhaps  op- 
erate as,  say,  chairman  of  the  finance 
committee  or  the  executive  commit- 
tee. I'm  not  ready  to  go  off  and  play 
golf  all  the  time! 

Aren't  you  afraid  that  you'll  be  a 
fifth  wheel? 

Calder:  It  depends  on  what  I  do 
when  I  step  aside.  I  think  there  are 
really  important  things  to  be  done  in 
a  company  aside  from  being  a  chief 
executive  officer.  And  I  don't  mean 
staying  on  as  a  consultant:  That's  just 
another  way  to  get  more  retirement 
pay.  If  somebody  has  run  a  company 
for  a  long  time  and  is  young  and 
healthy  enough  to  be  active,  I  think 
to  be  on  the  board  can  be  very  effec- 
tive. Kind  of  the  Bernie  Baruch  idea. 

But  that's  being  a  lame  duck,  isn't 
it?  Won't  your  successors  say,  "If  he 
has  passed  the  power  along,  why  is 
he  still  hanging  around?" 

Calder:  That's  a  fair  question,  but 
to  tell  the  honest  truth,  I  don't  know 
how  I'll  feel,  or  how  they  will  feel. 
I  may  not  be  able  to  keep  my  big  nose 
out  of  it;  I'm  a  reasonably  strong- 
minded  person.  I've  been  saying  to 
myself,  "Now,  dammit,  remember 
that  there  are  all  kinds  of  ways  to  do 
things,  and  yours  isn't  the  only  one." 

Well,  how  do  you  draw  the  line 
between  useful  advice  and  kibitzing? 

Calder:  For  one  thing,  I  think  I've 
got  pretty  good  radar  about  that.  For 
another,  I've  seen  it  done.  Hugh 
Camp,  whom  I  worked  with  since 
1956  and  who  is  now  ill,  did  an 
awfully  good  job  with  me.  I've  been 
CEO  siiice  1960,  and  Hugh  became 
chairman  that  same  year.  He  let  me 
make  decisions,  but  he  managed,  if 
he  saw  something  wrong,  to  keep  the 
dialogue  up  so  he  ended  up  totally 
satisfied  with  the  decision.  He  and  I 
stayed  very  good  friends,  yet  this  is 
not  an  easy  relationship.  And  it  was 
complicated!  by  his  being  a  very  large 
stockholder,  while  the  Calders  haven't 
been  major  stockholders  for  years.  So 
I  know  it's  possible  because  it  was 
done  with  me.  I'll  be  damned  if  I 
don't  think  I  can  do  it.  But  it's  still 
too  early  to  brag.  ■ 


Why  IU  is  in 
the  driver  s  seat. 


Transportation/Distribution  is 
one  of  three  major  growth  areas  that 
keeps  IU  moving  ahead.  Not  only 
does  IU  run  the  nation's  third  largest 
motor  carrier  (Ryder/PIE),  it  also 
operates  extensive  distribution 
facilities  for  paper  and  food  products. 

With  the  best  route  structure  in 
the  trucking  industry,  an  emerging 


air  freight  forwarding  capability,  and 
the  opening  of  new  distribution 
channels,  IU  is  in  a  strong  position 
to  accelerate  its  growth. 

For  a  copy  of  "Meet  the  Men 
Who  Manage  IU,"  and  our  latest 
financial  report,  write  IU  Corporate 
Affairs,  1500  Walnut  Street, 
Philadelphia,  Pennsylvania  19102. 
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International 


DIVERSIFIED  IN  WORLDWIDE  ENERGY,  TRANSPORTATION/ DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Announce  Expansion  of  Only  Bank  Plan  that 
Allows  Checks  and  Top  Interest  at  Same  Time 

New  Block  of  "U.S.A." 

Bank  Accounts 

To  Be  Opened  to  the  Public 


CHICAGO  (SP)  CITIZENS  BANK 
announces  release  to  the  public  of  a  new 
block  of  its  "United  Security  Accounts." 

These  are  the  only  bank  accounts  in 
the  United  States  that  pay  maximum 
savings  interest  on  money  that  would 
ordinarily  be  kept  earning  nothing  in  a 
checking  account  for  immediate  access. 
Accountholders  can  write  free  checks 
on  credit  against  the  entire  account  while 
interest  is  compounded  daily  on  the 
remaining  balance. 

The  bank  is  in  the  $225,000,000  class 
with  exceptional   reserves  and   F.D.I. C. 


insurance.  All  transactions  are  by  post- 
age-free mail. 

Although  "U.S.A."  accounts  are  held 
by  some  70,000  depositors  throughout 
the  U.S.,  new  accounts  have  only  been 
available  to  persons  recommended  by 
current  accountholders.  Now  the  bank 
says  it  will  release  a  block  of  new 
accounts  for  applicants  without  recom- 
mendation. 

During  this  limited  period,  anyone 
interested  is  invited  without  obligation 
to  send  for  a  free  booklet  describing  the 
advantages  of  these  accounts.  The  cou- 
pon below  should  be  sent  without  delay. 


■  —  ■■■  —  —  ■■■■■  —    FREE  BOOKLET  COUPON 
Howard  S.  Hadley,  U.S.A.  Director            /£^m\ 
Citizens  Bank  &  Trust  Co.  Dept.  F-23      (foic  ) 
(Park  Ridge)  Chicago,  III.  60666  v 

Please  mail  my  Free  Booklet  with  full  information  on 
how  I  can  earn  interest  and  write  checks  at  the  same 
time  with  your  exclusive  United  Security  Account  plan. 


IMTED  SEURm  A((0l>T 


Name. 


Address. 
City 


.State. 


.Zip. 


CITIZENS  BANK 
&  TRUST  CO. 
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New\brk  to  Dallas 

in  minutes. 

By  way  of  Xerox. 


To  Xerox,  making  great  copies  in  just 
minutes  is  certainly  no  great  challenge,    j 

We  proved  we  could  do  it,  and  do  it 
better. 

But  proving  we  could  get  a  copy 
from,  say,  New  \brk  to  Dallas  in  a 
matter  of  minutes  was  another  story         ! 
entirely.  j 

But  we  solved  it.  | 

We  unveiled  the  Xerox  Telecopier 
transceiver. 

Merely  by  dialing  the  phone  in  one 
place,  ana  answering  it  in  another,  we 


XEROX®  and  TELECOPIER®  are  trademarks  of  XEROX  CORPORATION 


I  could  actually  transmit  copies  of 
documents. 

The  Xerox  Telecopier. 
Takes  a  piece  of  paper  anywhere  in 
the  country,  and  in  a  matter  of  minutes 
makes  a  copy  of  it  appear  somewhere  else. 


It's  the  next  best  thing  to  mental 
telepathy. 

Xerox.The  duplicating,  computer 
systems,  education,  telecommunications, 
micrographics,  copier  company. 

And  to  think  you  knew  us  when. 

XEROX 


A  golden 
opportunity 
to  invest 
$1800  in 
gold 


(At  $300  every  other  month! 


Not  in  gold  bullion.  Not  in  gold  stocks.  But 
$1,800  invested  in  a  portfolio  of  rare  gold 
coins.  (Yes,  they're  legal  to  own.) 

And  $1,800  invested  without 
risking  1C  of  your  capital. 

Your  invested  capital  is  fully  protected  by 
our  money  back  guarantee:  we  will,  and  for 
any  reason  whatsoever,  repurchase  your 
portfolio  at  the  end  of  the  year  for  the  price 
you  paid  for  it— if  you  so  desire.  So  you  can't 
lose! 

Let's  evaluate  the  plan  of  acquisition  of 
an  investment  portfolio  of  rare  gold  coins. 

You  need  no  prior  knowledge 
of  the  rare  coin  market. 

A  professional  investment  advisor  is  as- 
signed to  every  account;  he  will  select  the 
rare  gold  coins  for  your  portfolio.  He  will  do 
this  for  you  six  times  a  year,  which  means 
that  you  can  invest  as  little  as  $300  every 
other  month. 

Until  now,  a  professional  service  of  this 
calibre  was  available  only  to  a  very  few  who 
were  making  very  large  investments. 

What  is  the  investment  growth 
potential  of  rare  gold  coins? 

Excellent  because  the  intrinsic  value  goes 
up  during  periods  of  monetary  uncertainty. 
And  excellent  because  the  rarity  value  in- 
creases with  the  demand.  (The  supply  is 
forever  static  but  the  number  of  collectors  is 
increasing  at  a  fantastic  rate.) 

As  an  alternative  to  the  stock  market  an 
investment  portfolio  of  rare  gold  coins  de- 
serves serious  consideration.  It's  an  invest- 
ment for  the  long  pull  and  if  historical  per- 
formance means  anything  it  could  be  one 
of  the  best  investments  you'll  ever  make. 

Send  us  the  coupon  if  the  acquisition  of 
gold  appeals  to  you.  We  will  send  you  more 
information,  without  obligation. 


Rare  Gold  Management  F— 11 

A  service  of  First  Coinvestors,  Inc. 
F.C.I.  Building  — 16  McKinley  Avenue 
Albertson,  New  York  11507 

I  am  interested  in  investing  in  gold.  Tell  me  more. 

Name 


Address - 
City 


.  State  - 


Zip- 


Telephone. 


Insure  Thyself 


And  if  you  are  a  savings  &  loan,  you  can  pay  6%  on  pass- 
books while  your  competition  wonders  about  the  value  of 
federal  insurance.   Big  Brother  is   watching   worriedly. 

Your  friendly  neighborhood  savings  & 
loan  association  hasn't  really  been 
such  a  good  deal  for  the  saver-inves- 
tor. The  small  saver,  unable  to  tie  up 
his  life's  accumulation  for  the  time  a 
certificate  of  deposit  requires,  usually 
settles  for  the  5%  the  Federal  Gov- 
ernment allows  or  less— a  return  that 
often  fails  to  match  the  yearly  erosion 
of  inflation. 

True,  industry  spokesmen  blame 
Washington  for  fixing  dividend  rates 
and  limiting  investment  opportunities 
for  the  S&Ls.  At  least  we're  better 
than  a  bank's  checking  account,  they 
say,  or  better  than  nothing  at  all. 

Right.  But  in  Maryland,  some  sav- 
ings &  loans  pay  6%  on  passbook  ac- 
counts and  even  7/2%  on  two-year  cer- 
tificates of  deposit.  At  the  same  time, 
they  are  recording  annual  earnings 
gains  of  50%  to  100%,  How  do  they  do 
it?  By  not  belonging  to  the  Federal 
Home  Loan  Bank  Board  or  its  agency, 
the  Federal  Savings  &  Loan  Insurance 
Corp.— that  same  FSLIC  whose  seal 
is  prominently  displayed  on  most  sav- 
ings &  loan  front  windows.  Indeed, 
the  FHLBB  is  already  showing  signs 
of  official  nervousness  about  the 
growth  of  the  mavericks. 

With  the  resignation  of  FHLBB 
Chairman  Preston  Martin  last  year 
(Forbes,  Dec.  I),  the  agency  has 
been  going  through  the  usual  person- 
nel trauma  of  waiting  to  see  who  the 
new  boss  will  be.  Among  other  key 
policy  decisions,  the  question  of  what 
to  do  about  the  state  S&L  threat  has 
been  shelved  temporarily. 

"It  would  be  worth  my  head  to  say 
anything  about  the  state  S&Ls  until 
the  new  chairman  is  named.  I'm  not 
even  sure  there  is  anything  we  can  do 
about  it,"  one  FHLBB  economist  said 
privately.  "When  it  was  just  Massa- 
chusetts and  Maryland,  we  didn't 
worry  about  it.  But  three  years  ago 
came  North  Carolina  and  the  rest,  and 
now  there  are  more— well,  how  long 
will  it  be  before  some  really  big  S&L 
threatens  the  board?  Where's  your 
monetary  policy  then?" 

But  isn't  the  lack  of  a  federal  guar- 
antee dangerous?  Not  really,  since  ful- 
ly 147  of  Maryland's  240  S&Ls  have 
their  accounts  insured  up  to  $30,000 
-$10,000  more  than  the  FSLIC  limit 
—through  a  state-backed  agency,  the 
Maryland  Savings  Share  Insurance 
Corp.  In  addition  to  MSSIC  insur- 
ance, these  S&Ls  are  supervised  and 
audited  by  the  state  government's 
banking  agency. 


Sign  Of  The  Times.  Maryland's 
state-insured  savings  &  loans 
use  low-key  ads  to  keep  their 
new  accounts  at  about  $5,000. 
California  S&Ls  in  the  Sixties 
lured  big  corporate  deposits 
from  out  of  state.  Troubles 
multiplied  when  the  companies 
pulled  their  money  out  again. 


Nor  is  Maryland  unique.  Massa- 
chusetts has  had  a  state  insurance 
and  regulatory  system  for  its  $2.25- 
billion  S&L  industry  since  1932,  two 
years  before  the  FHLBB  was  started. 
The  states  of  Ohio,  North  Carolina 
and  Mississippi  have  more  recent  vari- 
ations, some  insured  through  private 
profit-making  corporations.  Other 
states,  most  notably  Texasr  Wisconsin 
and  Nebraska,  are  likely  to  seek  en- 
abling legislation  within  the  year. 
Throughout,  there  is  a  common  thread 
—the  push  for  secession  from  Wash- 
ington is  coming  from  the  smaller  sav- 
ings &  loans.  Maryland's  147  MSSIC" 
members  have  combined  assets  <>l 
$625  million,  while  the  80  (edcialU 
insured  S&Ls  are  worth  $4  billion. 

What  does  it  all  mean?  It  could 
mean  an  alternative  to  the  FSLIC, 
which  the  smaller  S&Ls  have  accused 
of  being  partial  to  the  larger  Utocia 
tions.  It  could  mean  more  flexible 
lending  rules,  and  from  them  new 
profits  and  better  deals  for  both 
home  buyers  and  investor-savers. 

It  took  the  Depression  to  get  \\  ash 
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ington  into  the  insurance-regulation 
business  over  banks  and  savings  in- 
stitutions. But  today  those  controls 
are  also  being  used  for  the  broader 
game  of  economic  fine  tuning.  Until 
now,  only  the  banks  had  the  option 
of  staying  out  of  or  quitting  the  Fed- 
eral Reserve  System  and  still  having 
FDIC  insurance. 

The  S&L  industry,  whose  associa- 
tions have  total  assets  of  $238  billion, 
is  smaller  than  the  nearly  $700-billion 
banking  industry.  The  S&Ls  are  al- 
so less  diverse  in  that  they  tend  to  run 
either  very  large,  such  as  Great  West- 
ern or  Home  Savings  Federal  (over 
$3  billion)  or  very  small  (the  aver- 
age is  $37.3  million).  The  rules  of  the 
FHLBB  are  made  for  the  big  associa- 
tions, the  small  ones  say.  Minority 
groups  and  other  would-be  S&L  or- 
ganizers complain  of  a  multiplicity  of 
regulations  on  capital  requirements, 
documentation  of  loans,  even  floor  size 
and  location  of  offices. 

"It's  to  the  point  where  I  expect 
the  FHLBB  to  specify  the  color  of  the 
paper  to  be  used  in  member  Johns," 
says  Charles  E.  Aron,  deputy  banking 
supervisor  for  Nebraska. 

Whom  Do  You  Trust? 

But  can  small  S&Ls  muster  the  ini- 
tial money  needed  to  start  a  self-in- 
surance fund?  Even  with  state  back- 
ing, can  it  be  as  safe  as  the  U.S. 
Treasury? 

"That's  the  fraud  of  it  all,"  says 
MSSIC  Director  Harry  B.  Wolf  Jr.  "The 
FSLIC  is  no  more  backed  by  the  U.S. 
Treasury  than  the  FDIC  is  on  bank  ac- 
counts. Most  people  think  they  are, 
because  Congress  allows  them  to  ad- 
vertise that  their  accounts  are  insured 
by  a  quote  agency  of  the  U.S.  gov- 
ernment unquote. 

"The  FSLIC  is  a  nonprofit  self-in- 
surer, just  as  we  are.  Its  premiums 
are  paid  by  the  membership.  It  is 
those  reserves  the  depositors  have  to 
look  to  first.  Only  if  there  is  a  total 
disaster  would  we  have  to  go  to  the 
Maryland  General  Assembly,  or  the 
FSLIC  go  to  Congress. 

"As  a  matter  of  fact,  our  percent- 
age of  reserves  is  higher.  We  have 
$2.16  per  hundred  dollars  of  insured 
risk  on  Hand  .  .  .  the  FSLIC  has  less 
than  $1.60,"  Wolf  goes  on.  "We  re- 
quire higher  liquidity  among  our 
members,  and  I  think  we  and  the 
state  supervisor's  office  can  police  our 
147  members  better  than  they  can 
their  4,000  all  over  the  country." 

There  are  obstacles:  the  under- 
standable reluctance  of  the  larger 
federally  insured  S&Ls  to  break  ranks, 
and  the  unconcealed  hostility  of  the 
FHLBB.  But  if  an  increasing  num- 
ber of  savings  &  loans  do  break  away, 
the   FHLBB   and  FSLIC   may  have 


Without  effort,  without  fuss,  and  without 
corkscrew  our  tS»\jat  removes  the  most  stub- 
born and  firmly  seated  cork  in  seconds!  It  uses  safe 
air  pressure  (two  strokes  on  the  piston  does  the  job). 
There  is  nothing  to  replace  and  no  C02  to  spoil  the  taste  of  your 
precious  Lafite  Rothschild.  Our  catalog  lists  «M^M  at  $4.95.  But,  if 
you  are  a  devil-may-care  type,  and  used  to  making  lightning  decisions,  you 
may  have  this  delightful  gadget  FOR  JUST  $2  (limited  time  only).  How? 
Just  send  us  your  check  for  $2  (or  two  $1  bills  if  you  prefer)  and  we'll  rush 
it  to  you.  But  that  isn't  all:  In  addition  we'll  send  you  our  FABULOUS  NEW 
CATALOG  And,  finally,  we'll  send  you  A  $2  GIFT  CERTIFICATE.  Impress  your 
friends  with  tS»\jet.  Send  your  $2  today,  before  we  withdraw  this  crazy 
offer.  Please,  only  one  per  customer.  Allow  4  weeks  for  delivery. 
□  Please  send  me  tS»\j**  ,  etc.,  forthwith.  My  $2  are  enclosed. 

NAME 

ADDRESS 


ZIP 


586  Washington  St.,  San  Francisco,  Ca.  94111 

F2/15 


haverl* 


m_in 

RJReynolds  Industries,  Inc. 

Common  Stock  Dividend 

A  quarterly  dividend  of  64.8  cents  per  share  has  beer, 
declared  on  the  Common  Stock  of  the  Company, 
payable  March  5,  1973  to  stockholders  of  record  at 
the  close  of  business  February  9,  1973. 

WILLIAM  R.LYBROOK 

Sen/or  Vice  President  and  Secretary 

Winston-Salem,  N.C.,  January  18,  1973 

Seventy-Three  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruit  Juice  Beverages 
Aluminum  Products 


Packaging  Materials 

Containerized  Freight  Transportation 

International  Petroleum 
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SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $14,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $14,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.  S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


TIRED 

OF  PAYING  V2 

YOUR  INCOME 

IN  TAXES? 

If  you're  making 
$50,000  a  year,  you 
have  a  tax  problem! 

Tax  shelter  investments  might  be  an 
answer.  They  may  help  build  your  per- 
sonal assets  while  reducing  your  taxes. 
TAX  SHELTER  MONITOR  can  help  you 
select  the  best  tax  shelter  for  your  sit- 
uation. 

TAX  SHELTER  MONITOR,  published 
twice  monthly,  reports  on  oil,  cattle, 
real  estate,  movies,  leasing  and  other 
investment  vehicles. 

Send    $25   for   a   two   month   trial,   or 

$150  for  a  full  year's  subscription  to: 

TAX  SHELTER  MONITOR 

Dept.  F-l 

Box  512,  Grand  Central  Station 

New  York,  N.  Y.  10017 

Name 

Address 

City 

□   $150  year  □   $25  Trial 

(212)  BU  8-0360 

(Not  Assignable  without  consent) 
Published   by:    Berne  Clark;    165    E.   72nd  Street;    New 
York,  N.  Y.  10021 


only   their   own    attitudes -  to   blame. 

"At  first  I  tried  to  get  FSLIC  insur- 
ance," recalls  Harry  B.  Phelan,  presi- 
dent of  Government  Services  Savings 
&  Loan  Inc.,  the  fastest-growing  and 
most  profitable  of  the  Maryland- 
backed  associations. 

"The  state  had  had  a  scandal  in 
1961;  some  so-called  S&Ls  were  pass- 
ing property  back  and  forth  and  in- 
flating values.  Some  went  under,  and 
some  men  went  to  jail.  We  were  start- 
ed about  the  same  time  by  a  group 
of  retired  admirals  and  generals,  and 
we  wanted  to  focus  on  the  retired  and 
disabled  government  employee  mar- 
ket. We  had  8500,000  in  assets,  but 
the  FSLIC  wouldn't  come  near  us  un- 
less we  met  impossible  requirements. 
It  became  clear  they  wanted  nothing 
to  do  with  the  entire  state  of  Mary- 
land, even  though  there  were  plenty 
of  small,  well-run  ethnic  associations 
that  wanted  in  and  had  been  operat- 
ing for  years." 

The  Maryland  General  Assembly 
chartered  MSSIC  in  1963.  Between 
then  and  now,  Government  Services 
concentrated  on  the  high-value  lend- 
ing market  of  suburban  Washington, 
where  housing  demand  has  remained 
strong.  In  1971,  with  assets  of  less 
than  $30  million,  it  raised  its  passbook 
payoff  to  6%.  Savings  accounts  rose  by 
150%  that  year,  and  assets  for  the  last 
quarter  of  this  year  totaled  $134.5 
million.  It  now  has  20,000  savings  ac- 
counts worth  $98.7  million.  Third- 
quarter  earnings  for  the  fiscal  year 
ending  this  March  reached  $913,000 
compared  with  $377,000  for  the  same 
period  a  year  earlier. 

Phelan  denies  that  his  and  other 
Maryland  S&Ls  are  siphoning  off 
huge  numbers  of  Washington,  D.C. 
federally  insured  customers  or  that 
they  are  going  after  big  out-of-state 
deposits  as  have  some  of  the  larger 
California  associations.  They  do  seek 
out-of-state  accounts,  he  concedes. 
They  make  up  20%  of  his  deposits. 
But  they  are  limited  to  government 
employees,  military  and  civilian,  who 
view  Washington  as  home  base  or  as 
a  future  retirement  home  after  their 
current  tour  elsewhere. 

"The  D.C.  associations  had  11% 
growth  last  year,  so  we're  not  hurting 
them  too  badly.  And  the  truth  is  that 
most  people  don't  move  their  accounts 
to  another  S&L  just  for  rates;  usually 
they  switch  if  they  move  to  another 
town,"  Phelan  says.  "That's  where  we 
focus.  It  keeps  our  accounts  small— 
about  $5,000  average  balance— and 
keeps  them  stable." 

Luring  depositors  is  only  one  part 
of  the  S&L  business.  Investing  prof- 
itably is  the  more  important  place 
where  Phelan  says  the  MSSIC-backed 
S&Ls    can    provide    real    competition 


for  "the  Establishment,"  as  he  calls  it. 

"We  got  a  head  start  in  1969.  The 
Washington  Post  ran  a  long  series  ac- 
cusing many  of  the  D.C.  associations 
of  slum-lending  practices.  This  was 
just  after  the  1968  riots.  Well,  the 
D.C.  Establishment  got  upset  and 
boycotted  the  Post  on  advertising  for 
nine  months  or  more.  Can  you  imag- 
ine? Right  there  in  the  middle  of  the 
1969  •  tight-money  crisis  when  you 
<could  get  construction  loans  at  12%, 
and  your  competition  won't  advertise! 
We  jumped  in,  and  we're  still  there." 

Would  Phelan  consider  getting  fed- 
eral insurance  if  he  could  now? 

"No,  I  think  our  state  rules  are 
stricter  on  operations,  yet  I  can  keep 
a  more  profitable  mix  of  loans  on  mul- 
tifamily  and  commercial  projects.  And 
there  is,  I  feel,  a  distinct  bias  on  the 
part  of  the  FHLBB  against  stock  com- 
panies like  ourselves. 

"There  is  no  doubt  that  they  cod- 
dle and  stifle  the  industry.  If  you  want 
to  start  an  S&L,  they  want  you  to 
sign  an  agreement  fixing  your  rates 
for  five  years.  They  wanted  us  to  put 
our  stock  in  escrow  for  five  years. 
Things  like  that.  We  don't  need  that," 
added  Phelan. 

Breaking  Ranks 

But  whether  the  state-controlled 
S&Ls  like  it  or  not,  the  FHLBB  still 
has  a  big  stick.  For  three  years  it  has 
forbidden  dual  memberships  in  both 
the  FSLIC  and  state  insurance 
groups,  and  in  1970  it  secured  from 
Congress  the  power  to  set  dividend 
rates  for  state-regulated  associations 
when  they  reach  20%  of  the  total  S&L 
industry  in  that  state. 

Won't  the  FHLBB  step  in  with  its 
rate  controls  once  the  state  savings 
&  loans  reach  20%? 

It  isn't  that  simple.  In  no  state,  not 
even  Maryland,  are  the  state  associa- 
tions even  close  to  the  20%  figure. 
Moreover,  Massachusetts,  which  is  the 
only  state  affected  now  because  its 
self-insured  S&Ls  are  100%  of  the  in- 
dustry there,  simply  had  a  speeial-ex- 
clusion  bill  slipped  through  Congress 
by  Senator  Edward  W.  Brooke  (Rep., 
Mass.)  that  allows  it  to  set  its  own 
rates  even  now.  The  political  prospect 
is  that  by  the  time  some  state  S&L 
group  breaks  the  20%  barrier,  there 
will  be  fast-growing  operations  in  so 
many  states  that  it  will  be  impossible 
for  the  FHLBB  to  use  its  big  st  irk. 

Meanwhile,  Maryland  is  not  stand- 
ing  still.  Says  MSSIC  Director  Wolf, 
"One  thing  we're  going  to  do  this  year 
is  reach  a  decision  on  setting  up  ;i 
clearing  and  lending  operation  foi  our 
members  similar  to  the  Federal  Home 
Loan  Bank  or  the  Fed.  Then  we  will 
be  able  to  insure  and  support  our 
membership  completely."  ■ 
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Kaplan's  Complaint 

Has  Evans  Products  escaped 
the  forest  products  cycle? 

Evans  Products  Co.  of  Portland, 
Ore.  may  have  just  finished  its  best 
year  ever,  with  a  $28-million  profit 
on  over  $950-million  sales.  But  Pres- 
ident Sheldon  Kaplan,  45,  who  re- 
cently became  chief  executive,  is  still 
complaining.  His  beef:  For  all  its 
growth  (12.2%  annually)  and  prof- 
itability (10.8%  on  equity),  the  stock 
market  is  still  far  from  enthusiastic 
about  EVY.  Its  recent  price  of  under 
21,  only  12  times  1972  earnings,  is 
just  not  high  enough,  he  feels.  Kap- 
lan's analysis:  "Lumber  and  plywood 
prices  have  gone  so  high  that  every- 
one is  waiting  for  a  crash." 

Evans  would  certainly  seem  vul- 
nerable. Building  materials  are  nearly 
half  of  its  sales,  building  materials  re- 
tailing another  fourth.  Evans  is  also 
the  largest  maker  of  precut  homes 
(16%  of  sales),  so  only  its  specialty 
metal  products  for  railway  and  con- 
struction equipment  seem  immune. 

Kaplan  concedes  a  dip  in  lumber 
and  plywood  prices  could  hurt,  but 
he  points  to  Evans'  special  defensive 
strengths.  In  a  slump,  it  can  feed  build- 
ing materials  through  its  fast-growing 
chain  of  180  retail  building  materials 
stores,  already  the  U.S.'  second-larg- 
est (after  Wickes);  two-thirds  of  then- 
sales  are  to  do-it-yourself  buyers,  who 
keep  buying  regardless  of  building  cy- 
cles. Evans  also  funnels  building  ma- 
terials into  its  low-priced  (as  low  as 
$10,000)  precut  homes,  a  market 
Kaplan  considers  virtually  inexhaust- 
ible. Besides,  he  expects  the  building 
boom  to  endure. 

"Years  ago,"  he  says,  "investors 
wouldn't  give  us  a  decent  multiple 
because  housing  starts  were  down. 
So  now,  when  they're  up  beyond  any- 
one's wildest  dreams,  they  won't  give 
us  one  because  starts  absolutely  can't 
stay  that  high.  Well,  I  think  they 
are  wrong.  Two  million  housing  starts 
a  year  are. damned  good,  and  I  think 
we'll  average  that  for  a  decade." 

Maybe.  But  the  stabilizing  ingre- 
dients in  Evans'  mix  have  only  re- 
cently grown  large  enough  to  be  im- 
portant, and  they  have  yet  to  be  test- 
ed in  a  general  turndown.  Certainly, 
if  Evans'  earnings  record  is  any  clue, 
the  prospects  are  dubious.  Income 
soared  from- 5  cents  (1962)  to  $1.17 
(1965),  then  from  63  cents  (1966) 
to  $1.33  (1969),  then  from  88  cents 
(1970)  to  $1.71  (1972).  So  far, 
Evans'  plea  that  it  is  now  clear  of  the 
building  materials  cycle  deserves  the 
old  Scottish  verdict:  Not  proven.  ■ 
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This  one  stands  alone. 


Eldorado  Convertible  by  Cadillac.  The  only  luxury 
convertible  now  built  in  America.  The  only  one. 

Here  is  a  car  unique  unto  itself.  As  an  Eldorado,  it  has  a 
superb  combination  of  features:  the  maneuverability  of 

front-wheel  drive,  variable- 

tOfWD^tW&yZ'  Automatic  Level  Control- 

'  coupled  with  the  response  of  an 

8.2  litre  engine.  Then  there's  the  soft  Sierra  grain  leather 

seating,  the  jewel-like  standup  crest,  the  little  touches 

everywhere  that  tell  you  what  kind  of  car  this  is. 

It  even  converts  uniquely.  The  ingenious  Hideaway  Top 
folds  behind  the  seat  for  full-width  seating  in  the  rear. 

And  to  individualize  it  further,  you  can  specify 
a  Dual  Comfort  front  seat,  a  lighted  vanity  mirror, 
steel-belted  radial  tires,  a  wide  choice  of  radio  systems — and 
Cadillac's  new  automatic  power  antenna  is  also  available. 

Eldorado,  of  course,  is  built  by  Cadillac.  And  you  know 
what  that  means  in  the  quality  of  the  car.  In  the 
professionalism  of  those  who  sell  and  service  it. 

Eldorado  Convertible.  How  many  other  cars  offer 
front-wheel  drive  combined  with  Cadillac  craftsmanship 
and  Eldorado  elegance?  Only  one.  And  your  authorized 
Cadillac  dealer  has  that  one,  too — the  classic  Eldorado  Coupe. 

Isn't  it  time  you  paid  him  a  visit? 
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MABK  OF  EICUUNCE 


On  TV,  the  best  is  yet  to  be  .  .  . 

Cadillac  and  your  Cadillac 
dealer  are  proud  to  present 
truly  outstanding  sports 
television  for  your  viewing 
pleasure.  These  telecasts  begin 
with  The  Masters  Golf  Tournament  on  April  7-8 
and  The  Kentucky  Derby  on  May  5— 
both  on  CBS-TV.  We  hope  you'll  watch. 
Cadillac  Motor  Car  Division. 
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A  gas  well  5  miles  deep- 
one  reason  natural  gas 
will  cost  more. 


Time  was  when  a  natural  gas 
well  went  down  about  a  mile. 
And  cost  about  a  hundred 
thousand  dollars.  But  those 
days  are  gone.  Now  the  gas 
industry  has tosink  wells  miles 
into  the  earth— in  an  effort 
to  meet  America's  growing 
energy  needs. 

And  the  deeper  the  drill 
goes,  the  higher  the  cost  goes. 
Some  companies  have  drilled 
four  or  five  mi  les  deep— at  a 
cost  of  a  million  dollars  a  mile. 
And  they  had  to  develop  new 
drilling  technology  to  do  it. 

Maybe  you  think  all  this  is 
going  to  mean  higher  gas 
prices.  Well,  you're  right. 

But  scarcity  and  high  ex- 
pense are  affecting  oil,  elec- 
tricity, all  types  of  energy. 
Gas  will  continue  to  be  your 
most  economical  buy  overall. 

Conserve 
natural  gas. 
It's  pure  energy* 
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Treasurer  Berdon  of  Connecf/cuf 


Just  about  everybody  knows 
what  a  money  man  is  and  what  he 
does.  He's  a  man  who  manages  a 
considerable  amount  of  other  peo- 
ple's money.  What  he  does  is  to 
develop  and  then  carry  out  a  strat- 
egy for  investing  that  money  so 
that  it  multiplies  for  the  benefit  of 
his  clients.  And  in  the  process  he 
generally  manages  to  do  pretty 
well  for  himself,  too. 

Only  not  necessarily.  At  age  43, 
Robert  I.  Berdon  clearly  is  a  mon- 
ey man,  managing  some  $750  mil-* 
lion  for  the  State  of  Connecticut's 
13  pension  and  retirement  funds. 
But  he  spends  far  less  time  man- 
aging those  funds  than  in  trying 
to  make  it  possible  for  others  to 
manage  them  intelligently  and  eco- 
nomically—even to  the  point  of 
starting  up  a  stock  brokerage  busi- 
ness and  taking  on  Wall  Street  and 
the  financial  Establishment  in  the 
process.  And  he  certainly  has  little 
prospect  of  getting  rich— not  on  the 
$15,000  salary  he  gets  for  being 
Connecticut's  Treasurer. 

Berdon,  in  short,  is  an  enabler, 
a  man  who  deals  more  with  the 
structure  than  with  the  substance 
of  money  management.  But  he  is 
living  proof  that  an  intelligent 
structure  is  a  critically  important, 
if  not  absolutely  indispensable,  pre- 
condition to  intelligent  portfolio 
management. 

If    you    think    that's    a   bit    far- 


fetched, consider  the  situation  that 
confronted  Robert  Berdon  after  his 
election  as  State  Treasurer  in  No- 
vember 1970.  The  state's  pension 
and  retirement  funds  were  in  sad 
shape.  Their  total  portfolio  had  a 
cost  of  $650  million,  but  was  $140 
million  under  water.  Most  of  the  in- 
vestments were  in  fixed-income  se- 
curities, some  of  which  paid  very 
little  and  some  of  which  paid  noth- 
ing at  all.  ("I  think  we  had  bonds 
of  every  bankrupt  railroad  in  the 
country,"  says  Berdon.)  Some  of 
the  funds,  themselves  effectively 
tax  exempt,  even  owned  a  clutch 
of  tax-exempt  state  bonds. 

Berdon's  first  step?  Any  Forbes 
reader  who  can't  see  what  it  ought 
to  have  been  should  be  required 
to  turn  in  his  subscription:  Berdon 
should  have  gone  into  equities. 
Which,  of  course,  is  exactly  what 
he  did,  after  clearing  out  any  legal 
or  bureaucratic  obstacles  that 
would  stand  in  the  way. 

Managing  that  move  into  equities 
required,  initially,  setting  up  an  in- 
vestment advisory  committee  that 
included  portfolio  men  from  such 
local  insurance  heavyweights  as 
Aetna  and  Travelers,  and  then  an 
investment  staff  headed  by  Irwin 
Smith,  who  had  run  some  $200 
million  in  pension  funds  for  Bank 
of  America.  Berdon  decided  to  put 
the  portfolio  in  the  hands  of  out- 
side managers.  After  talks  with  150 


candidates,  Smith  and  the  commit- 
tee selected  four,  Boston's  David 
Babson  and  Putnam  groups;  Stan- 
dard &  Poor's  advisory  unit  in  New 
York;  and  Hartford's  own  Connecti- 
cut Bank  &  Trust  Co.  Each  is  paid 
a  sliding  fee  that  starts  at  one-half 
of  1%  of  managed  assets,  but  varies 
with  portfolio  size  and  return. 

But,  in  moving  into  equities, 
Berdon  faced  a  special  problem 
that  might  not  apply  to  a  money 
man  who  already  had  done  so.  By 
the  time  Connecticut's  fast-grow- 
ing pension  funds  hit  $1  billion 
three  years  from  now,  Berdon 
hopes  to  have  shifted  half  into 
equities.  That  means  massive  equi- 
ty purchases;  and  the  cost  of  those 
purchases  is  what  converted  Treas- 
urer Berdon  into  some  kind  of  stock 
market  radical. 

When  Berdon  (a  University  of 
Connecticut  law  school  graduate) 
was  an  attorney  in  New  Haven,  his 
experience  with  stock  commissions 
was  limited  to  handing  out  an  oc- 
casional $60  in  commissions  for  a 
100-share  trade:  "I  hardly  noticed 
them  then,"  he  says.  But  as  Con- 
necticut shelled  out  its  first  $90 
million  for  stock,  Berdon  found  that 
his  brokerage  costs  for  the  first 
three  months  were  over  $500,000. 
Moreover,  even  though  the  stock 
exchange  permits  it,  he  had  a  hard 
time  finding  single  purchases  ex- 
ceeding $300,000  that  could  be 
negotiated. 

Berdon's  response  was  to  get 
some  private  citizens  to  form  Con- 
necticut Nutmeg  Securities,  Inc. 
and  hand  it  over  to  the  state.  He 
then  applied  for  a  seat  for  Nutmeg 
on  the  Philadelphia-Baltimore- 
Washington  Stock  Exchange.  He 
was  turned  down  flat  by  PBW's 
admissions  committee,  a  turndown 
he  suspects  was  engineered  by 
some  of  the  New  York  Stock  Ex- 
change's oldest  firms. 

But  that  was  only  the  begin- 
ning: "I  just  te'd  them  I  didn't 
know  why  Connecticut  should  be 
treated  differently  from  Aetna  and 
Travelers,  which  have  seats,"  he 
says,  and  he  promised  a  treble- 
damage  antitrust  suit  if  the  turn- 
down was  final.  PBW  soon  got  the 
message  and  accepted  Nutmeg. 
"Boy!"  says  Berdon.  "The  politics  of 
the  financial  world  make  our  pol- 
itics look  like  child's  play." 

Berdon  is  not  quite  that  much 
of  a  financial  innocent.  He  was  first 
advised  to  jump  into  equities   by 
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Our  bag  holds  more 
than  just  clubs 


Our  golf  bag  is  the  Hotze.  The  highest  standard 
of  quality  in  the  golf  equipment  industry.  And 
that's  a  lot  for  a  little  company  to  be  able  to  say. 
We  joke  among  ourselves  that  someday,  if  we 
try  hard  enough,  we'll  be  number  seven.  But  in 
golf  bags  our  Hotze  brand  is  number  one. 

What's  your  bag?  Ours  is  being  different.  Differ- 
ent from  what  our  company  used  to  be;  different 
from  our  competitors.  Our  bag  is  plain  talk,  keep- 
ing things  simple,  knowing  you're  tired  of  the 
wild  product  claims  you  read  in  most  golf  adver- 
tising. Our  bag  is  admitting  that  our  product  isn't 
necessarily  going  to  make 
you  lower  your  score  —  the 
only  way  you  can  really  do 
that  is  to  improve  your  swing 
and  your  ap- 
proach to  the 
game.  And 
the  way  to 
do  that  is 
through 
lessons  and  practice. 


But  you'll  want  a  new  golf 
bag  someday  and  we  hope  you'll 
want  our  bag.  They're  made  by  hand 
just  as  they've  always  been.  Ed  is  the 
fourth  Hotze  from  the  family  tradition  of 
European  saddle  making.  His  plant,  and 
his   158   "just  folks"   are   out   in    Poca- 
hontas, Arkansas.  They  have  problems 
meeting  the  demand  for  Hotze  bags.  It's 
a    slow,    hand-crafting    process    using 
top  grade  leather  and  vinyl;  one  which 


,  .ProF  essjonaI 
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we  could  speed  if  we  faked  the  extra  saddle- 
stitching,  or  didn't  make  our  carrying  straps  so 
adjustable  or  sacrificed  the  solid  brass  hardware 
or  self-sealing  zippers. 

Some  Hotzes  have  joined  the  Peacock  Genera- 
tion—  we  wish  we  could  show  you  a  color  ad 
of  some  of  the  wilder  members  in  our  twelve  bag 
styles.  But  most  are  the  classic  conservatively 
rich    color   and   style   combinations   which    have 

earned  for   Hotze  the  Pro's 
respect. 

Our     bag     is     supporting 
people  — 
giving 
them 
what  they 
want  and  deserve. 
Strong  support.  Like 
enough  in  even  a  low  priced 
Hotze  to  support  200  pounds 
of  Ken  Fowler.  Ken's  our  Cus- 
tomer  Service    Manager,    prob- 
ably known  by  name  to  your  Pro. 
When  he's  not  holding  golf  bags 
down,  Ken  is  trying  to  make  our 
service  live  up  to  the  standard  that 
Hotze  has  set  for  us.  And  for  our 
FTD  irons,  First  Flight  and  Arnold 
Palmer  clubs,  Duckster  jackets  and 
Palmer  gloves. 

Ask  your  Pro  to  tell  you   about  our 
bag  —  and  not  just  our  Hotze. 

(fofwft&font^First  Flight  O* 
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The  Money  Men 


his  old  friend  Dan  W.  Lufkin,  a 
founding  partner  of  Donaldson, 
Lufkin  &  Jenrette  and  now  Con- 
necticut's Commissioner  of  Environ- 
mental Protection.  In  the  show- 
down with  PBW,  Berdon  admits  to 
off-the-record  support  from  such 
firms  as  DL&J. 

Berdon  figures  that  Nutmeg  will 
save  the  state  perhaps  $1  million  in 
brokerage  fees  a  year,  which  will 
much  more  than  make  up  for  the 
fees  it  pays  to  its  outside  financial 
advisers  ($250,000  in  1972  and 
$400,000  anticipated  for  1973). 
"We  expect  to  save  80%  of  the  nor- 
mal commission  with  Nutmeg," 
says  Berdon.  "But  what  a  round 
robin!  We  charge  ourselves  the 
fixed  commission,  distribute  the 
profit  as  a  dividend  into  our  equi- 
ties fund  and  then  invest  it." 

To  save  that  kind  of  money,  Ber- 
don must  make  vigorous  use  of 
Nutmeg's  PBW  seat.  He  estimates 
that  Nutmeg  should  be  able  to 
handle  close  to  50%  of  Connecti- 
cut's trades,  as  against  the  20% 
the  big  insurance  companies  han- 
dle through  their  PBW  affiliates. 
Berdon  figures  that's  because  the 
insurance  companies  give  out  a  lot 
of  brokerage  business  to  get  back 
part  of  the  commission  in  the  form 
of  research:  "We  don't  want  all 
those  analysts'  lunches  and  din- 
ners," he  says. 

The  half  of  Connecticut's  busi- 
ness that  can't  be  handled  through 
the  PBW  will,  Berdon  hopes,  be 
kept  low  in  cost  by  means  of  re- 
ciprocal commissions.  For  example, 
if  a  certain  transaction  must  be 
made  on  the  Big  Board,  it  will  be 
done  through  an  NYSE  member 
firm  that  will  in  return  give  Nut- 
meg a  PBW  trade  unrelated  to 
Nutmeg's  business  for  the  State  of 
Connecticut. 

Berdon's  preoccupation  with 
brokerage  costs  doesn't  mean  that 
he  ignores  the  other  and  more 
typicabpart  of  a  money  man's  job, 
the  effective  management  of  a  port- 
folio. He  wants  his  four  outside 
advisers  to  outperform  the  Stan- 
dard &  Poor  500  index  (which  rose 
11%  last  year)  within  two  to  three 
years,  but  so  far  they  haven't  done 
so.  And  Berdon  has  some  other  im- 
portant goals  to  aim  for— such  as 
righting  the  state  employees'  fund, 
now  actuarially  unsound,  and  get- 
ting the  teachers'  retirement  fund 
built  up  to  the  point  where  the 
state  will  no  longer  be  obliged  to 


Maybe 

you  don't  trade 
commodities 
just  because 

your  father 
didn't. 


That's  no  excuse.  Commodity 
futures  trading  has  burgeoned 
since  Dad's  day.  Annual  volume 
on  the  Chicago  Mercantile 
Exchange  has  gone  from  $3 
billion  to  $40  billion  just  in  the  last 
ten  years.  Commodities  that  have  never 
been  traded  before  are  being  added 
every  year.  Sophisticated  electronic 
communications  transmit  market  r 

information  all  over  the  world 
instantaneously  and  most  orders 
are  filled  in  minutes. 

Most  important  to  you,  the 
volume  and  liquidity  of  the  CME 
offer  unparalleled  opportunities  for 
knowledgeable  traders. 

You  can  practice  trading 
commodities  without  investing  any 

L 


money  by  using 
our  new  Com- 
modity Trader's 
Scorecard.  To 
find  out  what 
kind  of  a  com- 
modity futures 
trader  you  might 
make,  send  in  the 
coupon  below. 
Where  would  you  be  today  if 

you  didn't  do  a  few  things  that 

your  father  didn't? 


d  CHICAGO  MERCANTILE  EXCHANGE 

Im  144    West   Jackson    Blvd.,    Chicago,    Illinois    60606 
Gentlemen:  DeP'-  479 

Please  send  me  a  free  Commodity  Trader's 
Scorecard. 


Address 


City 


State 


Zip 


:J 


Hey,BBDO 

Among  the  largest  companies  on  your  client 
list  (or  their  parent  companies),  57%  more 
corporate  officers  read  FORBES  regularly  than 
read  FORTUNE. 


Source:  Erdos  and  Morgan,  Inc.  8/71. 
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7U0. 

270th  COMMON  DIVIDEND 

A  regular  dividend  at  the  increased  rate  of  Fifty-nine  and  Four-tenths 
Cents  (59.4^)  per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  March  1,  1973, 
to  stockholders  of  record  at  the  close  of  business  February  8,  1973. 

Checks  will  be  mailed. 
January  30, 1973  C.  A.  Mehos,  Vice  President— Finance 

OPERATING  UNITS: 

GALLAHER     LIMITED 

frtumrs  lo^JljramjJistiUraaCa. 


Master  Lock  Company 
The  Andrew  Jergens  Company 


VISIBLE       RECORDS    INC. 


DUFFY -MOTT   COMPANY.  INC. 

Sunshine  Sis  cut ts,  inc. 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  NY.  10017 


Consecutive  dividend 
payments  since  1937 

Panhandle 
Eastern 

Pipe  Line  Company 

Quarterly  Dividend 

47V2  0  per  Common  Share 

Payable  March  15, 1973 
Record  February  16, 1973 
Declared  January  24, 1973 

Cyril  J.  Smith 
Secretary 


Houston,  Texas  77001 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  136 

A  regular  quarterly  dividend  of  37.5 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
March  14,  1973  to  stockholders  of 
record  at  the  close  of  business  on 
February  28, 1973. 


RONALD  L.  KUEHN,  JR. 
Secretary 

Dated:  January  26, 1973 
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The  Money  Men 


kick  in  an  extra  $40  million  a  year. 

But  it  is  also  true  that  Berdon's 
greatest  interest  is  in  the  mechanics 
of  investing,  and  that  it  is  the  place 
where  he  could  have  the  greatest 
impact.  For  he  aims  at  no  less  than 
the  ending  of  fixed  commissions  as 
a  first  step  toward  a  total  reform 
of  the  securities  market.  "When  we 
started  out,  I  think  we  might  have 
settled  for  half  a  loaf,  some  kind 
of  compromise,"  says  Berdon.  "But 
now  we've  gone  too  far." 

He  has  personally  pushed  his 
ideas  with  then-SEC  Chairman 
William  Casey  and  Big  Board 
Chairman  James  J.  Needham.  Cas- 
ey replied  by  accusing  Berdon  of 
"proposing  secret  deals"  at  a  meet- 
ing, while  the  letter  to  Needham 
inquiring  about  Big  Board  mem- 
bership yielded  only  what  Berdon 
calls  "a  shriveled  reply." 

One  thing  is  sure:  Berdon  is  not 
even  about  to  accept  the  recent 
SEC  rule  that  institutions  be  ad- 
mitted to  NYSE  membership  so 
long  as  at  least  80%  of  their  trading 
is  with  the  public  rather  than  for 
their  own  account.  Berdon  con- 
tends vehemently  that  100%  of  Nut- 
meg's business  is  done  in  behalf  of 
the  public— that  is,  the  beneficiaries 
of  Connecticut's  pension  and  retire- 
ment funds.  He  has  asked  the  Jus- 
tice Department's  Antitrust  Divi- 
sion to  challenge  the  new  SEC 
rule;  if  it  does  not,  he  himself 
promises  to  go  to  court. 

The  point  is  worth  emphasizing 
because  of  the  nationwide  implica- 
tions that  Berdon's  Connecticut 
Caper  can  have.  Only  a  few  other 
states,  notably  Oregon  and  Virgin- 
ia, have  hired  equity-oriented  ad- 
visers in  the  Connecticut  manner; 
but  if  Connecticut  is  outstandingly 
successful,  other  states  could  come 
trooping  in  by  the  dozen.  Success 
in  Connecticut  could  also  mean 
that  other  states  will  flood  into  the 
equities  market;  at  present,  only 
about  16%  of  the  $48  billion  in  state 
pension  hinds  is  in  equities.  And 
the  other  states  could  even  follow 
Connecticut's  lead  in  setting  up 
their  own  brokerage  operations, 
though  the  prospects  are  (hat  this 
may  not  be  so  necessary  in  the 
future  as  it  was  at  the  time  when 
Berdon  did  it. 

Berdon's  experience  to  date  also 
proves  something  else:  that  there 
are  a  great  man)  important  things 
a  money  man  can  do  besides  man- 
age a  portfolio.    ■ 
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1972- 
\ear  of  Accomplishment 


Consolidated  Balance  Sheet  as  of  December  31 ,  1 972 


ASSETS 

Cash  and  due  from  banks  (including 
$1,001,870,400  due  from  banks 
at  interest) $1,896,405,300 


Investment  securities 

U.S.  Government  securities 
State  and  municipal  securities  . . 

Other  securities 

Total  investment  securities 


222,388,300 
360,583,600 
133,631,800 
716,603,700* 


Trading  account  securities  (valued  at 

lower  of  cost  or  market) 11 8,244,300 

Loans 2,896,268,500 

Direct  Lease  Financing  and 

Equipment  on  Lease 80,210,500 

Federal  funds  sold 309,755,000 

Customers'  liability  for  acceptances. . .  68,777,500 

Premises  and  equipment 108,067,400 

Accrued  interest  receivable 46,750,200 

Other  assets 64,356,200 

TOTAL  ASSETS $6,305,438,600 

•Market  value  on  December  31,1972,  $728,800,000. 


LIABILITIES  &  STOCKHOLDERS'  EQUITY 

Deposits: 

Demand $2,029,608,200 

Savings 276,940,900 

Time 762,497,100 

Overseas  offices 1,554,829,400 

Total  deposits 4,623,875,600 

Funds  borrowed 437,146,800 

Federal  funds  purchased  and  securities 
sold  under  repurchase  agreement  . 

Acceptances  executed  less  those 
held  for  investment 

Accrued  and  deferred  income  taxes. . 

Accrued  expenses  and  dividends 

payable 48,582,400 

Unearned  income 14,285,500 

Other  liabilities 71,405,000 

TOTAL  LIABILITIES 5,842,877,100 

Reserve  for  possible  loan  losses 55,755,900 

Stockholders'  Equity 

Common  stock 75,000,000 

Surplus 1  75,000,000 

Retained  earnings 1 56,805,600 

TOTAL  STOCKHOLDERS'  EQUITY  .  .        406,805,600 

TOTAL  LIABILITIES,  RESERVE  & 

STOCKHOLDERS'  EQUITY $6,305,438,600 


554,434,100 

70,119,000 
23,028,700 


Principal  subsidiary  of  First  National  Boston  Corporation  is  The  First  National  Bank  of  Boston.  This  consolidated  statement 
includes  all  offices,  overseas  branches,  and  wholly  owned  subsidiaries  of  the  Bank  and  the  Corporation. 


FIRST  NATIONAL  BOSTON  CORPORATION 

Boston,  Massachusetts  02 1 1 0 
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Faces  Behind  the  Figures 


The  Man  with  the  Message 

The  energy  crisis  is  a  common 
enough  subject  in  Washington  to- 
day for  the  President's  forthcom- 
ing energy  message  to  get  center 
stage  when  it  arrives  in  March. 
But  the  man  actually  writing  that 
message  is  James  E.  Akins,  head  of 
the  State  Department's  Office  of 
Fuels  &  Energy,  now  temporarily 
assigned  to  the  White  House. 

Akins  is  no  faceless  functionary. 
He  is  credited,  both  favorably  and 
otherwise,  with  having  engineered 
the  deal  to  bring  Algerian  liquefied 
natural  gas  to  the  U.S.  and  with 
working  closely  with  the  Middle 
Eastern  oil  nations  to  set  up  the 
huge  annual  petroleum  imports 
that  seem  an  inevitability  for  this 
country.  Though  the  content  of 
Nixon's  energy  message  remains  se- 
cret, Akins'  thoughts  on  the  subject 
are  not  (Forbes,  Aug.  15,  1972). 

Two  years  ago,  in  the  first  Presi- 
dential energy  message,  Nixon 
called  for  a  $3-billion  program  to 
develop  a  breeder  reactor  and 
seemed  prepared  to  set  the  nation 
well  along  the  nuclear  road.  But 
today  nuclear  remains,  in  Akins 
words,  "not  a  predictable  source  of 
energy.  There  are  so  many  prob- 
lems. On  the  other  hand,  we  do 
have  a  good  idea  of  coal  and  gas 
and  oil  reserves."  Akins'  problem: 
allocating  expenditures  to  develop 
those  here-and-now  resources. 

As  for  solutions,  he  is  1)  high- 
ly skeptical  of  an  extensive  role 
for  LNG  in  the  U.S.  energy  sup- 
ply; 2)  willing  to  live  with  large 
oil  imports  from  the  Middle  East; 
and  3)  optimistic  on  a  future  for  do- 
mestic coal.  Basically,  Akins  thinks 
fuel  usage  should  be  determined  by 
relative  fuel  costs,  and  he  believes 
if  development  money  is  to  be  spent 
anywhere,  it  should  go  to  develop- 
ing domestic  resources. 

Except,  he  says— with  a  nod  to 
proposed  deals  with  Russia  and  ac- 
tual contracts  with  Algeria— where 
"broader  issues  of  overall  trade  and 
political  relations  must  be  consid- 
ered," the  awesome  capital  invest- 
ments needed  for  importing  LNG 
just  don't  make  sense.  LNG  at  $1, 
$1.25  or  $1.50  per  thousand  cubic 
feet  is,  he  says,  "equivalent  to 
$6,  $7.50  and  $9  a  barrel  for  oil." 
(Oil  per  barrel  currently  costs 
$3.40.)  Now  Akins  admits  that, 
given  increased  demand  and  di- 
minishing supply,  oil  prices  are  go- 


Akins  of  the  State  Department 


ing  to  rise,  but  within  reason:  He 
sees  $5-a-barrel  oil  and  perhaps 
$l-per-mcf  gas  by  1980. 

The  money  that  is  being  talked 
about  for  bringing  in  LNG  is  equal 
to  investing  $60  per  ton  per  year 
for  coal,  he  says,  noting  that  cur- 
rent prices  for  opening  a  new  coal 
mine  run  $10  to  $15  per  ton.  Bet- 
ter far,  says  Akins,  to  spend  money 
on  developing  domestic  gas  and  oil 
deposits  and  on  developing  the 
technology  for  converting  and/ or 
cleaning  up  coal. 

That  all  takes  time,  however. 
Meanwhile,  says  Akins,  the  nation 
can  live  with  oil  imports  from  the 
Middle  East.  Aren't  there  dangers 
in  depending  on  that  quarter  for 
energy?  Perhaps,  but  to  Akins, 
Middle  Eastern  oil  represents  the 


cheapest  form  of  energy  import. 
Besides,  it  was  he  who  worked 
closely  with  Saudi  Arabia's  Petro- 
leum Minister  Ahmed  Zaki  Yamani 
(see  p.  28)  on  proposals  to  invest 
some  of  the  Saudi  oil  profits  back 
in  the  U.S. 

Akins  is  politically  astute,  too, 
in  saying  good  words  for  coal. 
Powerful  senators  from  coal-bear- 
ing states  are  making  an  impres- 
sion on  the  White  House.  Last 
month,  in  a  budget  noted  for  cut- 
backs in  federal  programs,  money 
for  coal  research  was  increased 
20%.  Two  years  ago  coal  was  an 
afterthought  in  an  energy  message 
heavily  weighted  toward  nuclear 
energy.  "Judge  the  Administra- 
tion's commitment  and  direction 
for  yourself,"  says  Akins.   ■ 
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The  Sick  Stock  Exchange 

"If  it  is  true  that  Italy  is  the 
sick  man  of  Europe,  and  if  it  is 
still  possible  to  speak  of  the  Italian 
stock  exchange  as  an  economic 
thermometer,  the  present  state  of 
this  institution  should  surprise  no 
one."  So  says  Urbano  Aletti,  48, 
chairman  of  the  Milan  stock  ex- 
change. The  Italian  securities  mar- 
ket is  in  a  state  of  collapse,  and 
Aletti's  Borsa  di  Milano  accounts 
for  four-fifths  of  all  Italy's  trading. 
"Prices  are  very  low,"  he  says  wist- 
fully. "One  difficulty  is  that  com- 
panies don't  see  any  advantage  to 
being  listed.  They  prefer  loans  from 
the  banks  rather  than  issuing  risk 
capital  on  the  market." 

But  the  Italian  market  has  big- 
ger problems  than  that:  "We  first 
have  to  make  the  government  re- 
alize the  importance  of  having  a 
stock  exchange  that  functions  well." 

Scion  of  a  family  with  Borsa 
di  Milano  connections  (his  father 
also  was  chairman),  Aletti  was 
brought  in  two  years  ago  to  invig- 
orate the  stock  market.  Italy  was 
then  just  reaching  the  zenith  of 
its  post-World  War  II  prosperity, 
and  the  "24  Ore"  index,  the  Ital- 
ian equivalent  of  Dow  Jones,  had 


risen  to  82.7,  with  1962  as  100. 

"Our  exchanges  were  so  old- 
fashioned,"  said  Aletti.  "There  are 
many  old  laws,  and  too  many  dif- 
ferent bodies  to  be  consulted  be- 
fore any  decision  can  be  made." 
Aletti  pushed  for  reforms,  started 
a  series  of  programs  to  inform  the 
government,  the  industrialists  and 
the  trade  unionists  of  the  value  of 
a  stock  exchange. 

But  the  government  was  preoc- 
cupied with  the  economy,  which, 
since  the  onset  of  bitter  and  pro- 
longed strikes  in  1969,  has  been 
going  rapidly  into  reverse.  The 
rocky  economy  began  to  create 
doubts  about  the  lira,  and  Italians 
themselves  started  to  pull  money 
out  of  Italy,  investing  it  primarily 
in  stronger  foreign  currencies. 

Between  early  November  and 
Christmas  1972,  the  "24  Ore"  in- 
dex fell  from  63.6  to  58.8,  bring- 
ing the  total  value  of  the  companies 
listed  down  to  $13.5  billion,  a  loss 
of  $500  million  in  about  a  month. 
When  the  Bank  of  Italy  announced 
in  January  a  two-tier  rate  for  the 
lira,  the  index  sank  to  54. 

At  such  price  levels,  Milan  has 
become  a  bargain  basement  for  the 
speculator.  Aletti  says  foreign  in- 
vestors are  picking  over  the  stocks, 


Aletti  of  Milan  Stock  Exchange 

mainly  through  Luxembourg-based 
investment  companies.  And  oddly 
enough,  it's  here  that  Aletti  finds 
grounds  for  optimism.  Says  he:  "If 
foreign  capital  is  invested  in  Italy, 
it  means  Italian  companies  can 
learn  better  ways.  Foreigners  are 
not  going  to  invest  in  a  country 
where  they  think  they  are  going 
to  lose  their  money."  ■ 


Into   the   Superfurnace? 

Many  steelmen  these  days  talk  as 
if  the  industry's  future  lies  in  the 
direct-reduction  process,  which 
would  eliminate  the  first  step  in 
steelmaking,  the  blast  furnace.  But 
not  Bethlehem  Steel  Chairman 
Stewart  S.  Cort.  He  thinks  steel 
technology  is  running  in  precisely 
the  opposite  direction— so  fast,  in 
fact,  that  he  wonders  if  the  indus- 
try as  presently  organized  can  cope 
with  the  effects. 

The  industry  is  now  on  the  verge, 
argues.  Cort,  of  an  era  of  super- 
furnaces— blast  furnaces  producing 
up  to  15,000  tons  of  molten  iron 
a  day,  almost  half  again  as  big  as 
the  biggest  the  Japanese  now  have. 
"The  economics,"  he  says,  "are  in- 
teresting." He  means  especially  for 
Bethlehem  and  other  high-volume 
commodity  steelmakers. 

Bethlehem's  biggest  blast  fur- 
naces at  present  are  the  two  5,000- 
tonners  recently  completed  at  its 
Burns  Harbor,  Ind.  complex.  But 
U.S.  Steel  is  bringing  an  8,000- 
tonner  on  line,  and  Cort  is  study- 


ing a  plan  to  replace  three  blast 
furnaces  at  Bethlehem's  aging  Spar- 
rows Point,  Md.  plant  with  a  sin- 
gle 8,000-ton  unit. 

But  to  get  the  big  operational 
cost  savings  possible  in  the  15,000- 
tonner,  Cort  believes  there  must  be 


Corf  of  Bethlehem  Steel 
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a  basic  change  in  the  way  the  steel 
industry,  with  its  many  mills,  now 
operates.  These  furnaces  can  spew 
out  5.5  million  tons  of  iron  a  year. 
"Not  too  many  companies  can 
chew  that  up  easily,"  Cort  says. 
"But  if  we  took  only  5,000  or 
6,000  tons  a  day  and  one  of  our 
Chicago  neighbors— say,  U.S.  Steel 
or  Inland— took  the  rest,  we'd  have 
a  real  justification  to  go  ahead  with 
a  superfurnace." 

In  short,  the  industry  would 
have  to  coordinate  itself,  with  the 
big  boys  cooperating  on  basic  out- 
put and  the  finis!  ers  and  fabrica- 
tors working  around  the  edges.  "It 
wouldn't  necessarily  mean  fewer 
steel  companies,"  Cort  adds,  "but 
it  would  mean  fewer  basic  opera- 
tions." Even  at  a  cost  of  $100  mil- 
lion or  more  per  superfurnace,  Cort 
figures  the  industry  could  do  the 
job  without  government  support, 
given  two  or  three  profitable  years. 

Government  support?  In  the  end, 
the  real  problem  is  more  likely  to 
be  antitrust.  And  who  can  guess 
whether  or  when  the  Government 
will  hop  on  that  one?  ■ 
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Political   Dynamite 

"One  thinc  that  surprised  me," 
says  Willard  W.  Wirtz,  until  De- 
cember a  trustee  of  the  bankrupt 
Penn  Central  Transportation  Co., 
"was  just  how  riddled  the  compa- 
ny was  with  all  the  conservative 
traditions  of  the  railroad  industry. 
Why,  they  still  had  male  secretaries 
because  of  the  old  rule  that  wom- 
en were  forbidden  on  the  private 
cars  that  presidents  used  for  busi- 
ness trips  years  ago.  And  it  wasn't 
only  the  secretaries." 

The  Penn  Central  had  already 
slid  into  bankruptcy  nearly  three 
years  ago  when  Wirtz,  a  Secretary 
of  Labor  in  the  Johnson  Adminis- 
tration, was  called  in  to  be  one  of 
the  trustees;  and  it  wasn't  much 
better  off  last  month  when  he  re- 
signed to  return  full  time  to  his 
Washington  law  and  labor  consult- 
ing firm.  "I  felt  our  railroads  rep- 
resented such  a  tremendous  na- 
tional resource,"  Wirtz  says,  "and 
I  felt  strongly  at  the  time  that  the 
Penn  Central  could  be  saved. 

"I  still  say  it's  a  possibility.  At 
the  time  we  started,  the  trustees 
had  solid  figures  that  the  road 
could  be  restored  to  profit-making 
if  three  factors  were  met"— that  is, 
reduction  in  the  size  of  the  train 
crews,  the  systematic  abandonment 


Wirtz,  ex-Penn  Central 


of  some  6,000  miles  of  track,  the 
elimination  of  PC's  passenger  def- 
icit. But  the  trustees  never  made 
much  headway  in  realizing  any  of 
those  goals. 

"You  know,  the  sad  thing  is  that 
we  did  get  some  things  done.  We 
had  four  tough  labor  cases  settled. 
We  cut  the  work  force  by  10,000 
to  15,000." 

Now,  Wirtz  suggests,  the  trans- 
portation market  may  be  changing 
faster  than  Penn  Central  and  other 
roads  can  adapt  to  it.  Shippers, 
Wirtz  says,  are  showing  increasing 
wariness  about  relying  on  the  PC 


for  freight  facilities,  and  seem 
poised  on  the  verge  of  a  large-scale 
move  to  competing  forms  of  trans- 
port. "I'm  convinced,"  he  says, 
"that  the  long-haul  freight  busi- 
ness is  the  only  course  that  makes 
sense  for  the  railroads  from  a 
profit,  shipper-cost  or  even  energy- 
conservation  standpoint.  But  some- 
thing is  happening.  I  haven't  looked 
at  the  tonnage  figures  in  some  time. 
But  I  wouldn't  be  surprised  if  they 
didn't  show  less  customer  reliance." 

So,  with  the  Penn  Central's  re- 
sources failing,  with  shippers  threat- 
ening to  turn  to  competing  modes, 
doesn't  that  mean  that  nationaliza- 
tion is  the  only  way  out? 

"Nationalization  would  be  the 
easy  way  out,"  Wirtz  says,  "but  it 
would  not  make  for  a  viable  rail- 
road system.  There  are  hard  politi- 
cal decisions  for  the  Government  to 
make,  and  I  doubt  if  it  could 
make  them.  It's  hard  to  decide  that 
a  given  town  no  longer  needs  train 
service.  In  the  Penn  Central  sys- 
tem alone,  out  of  its  21,000  miles 
of  track,  only  10,000  really  make 
sense  from  a  profit  standpoint,  and 
perhaps  5,000  more  for  better  pub- 
lic service.  But  who's  going  to  make 
those  cuts— Congress?  The  aban- 
donment issue  is  political  dynamite. 

"All  I  can  do  now  is  wish  the 
remaining  trustees  lots  of  luck."  ■ 


The   Proprietor 

David  L.  Luke  III  is  one  of  the 

few  fortunate  company  heads 
whose  families  still  own  sizable 
chunks  of  their  companies.  He  may 
thus  be  able  to  sacrifice  short-term 
results  if  need  be  without  fearing  a 
stockholder  revolt.  Twice  in  the 
past  decade  a  Luke  has  done  so. 

When  he  took  over  as  president 
in  1962,  Westvaco  was  at  the  end 
of  a  building  period  that  Luke  now 
says  yielded  "a  temporary  penalty 
in  earnings,  but  provided  the  im- 
petus for  a  sizable  growth  in  the 
following  period."  So  it  did:  West- 
vaco saw  its  four  best  years.  Then 
when  net  fell  again  in  1967,  anoth- 
er capital  program   was  launched. 

In  five  years  Luke  poured  $275 
million  into  improving  and  expand- 
ing his  basic  paper  operation.  In 
the  process  he  reduced  employ- 
ment by  2,000,  the  number  of  pa- 
per machines  by  a  third,  while  ac- 
tually increasing  output.  Thus,  at 
a  time  when  costs  generally  were 


going  up,  Luke  lowered  Westvaco 's. 
Even  so,  Westvaco's  earnings 
skidded  to  46  cents  a  share  in  1971 
from  $2.35  in  1966.  Luke  didn't 
bat  an  eyelash:  "Our  earnings  were 

Luke  of  Westvaco 
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down,"  he  says,  "as  part  of  con- 
scious programs  designed  to  bring 
them  up  considerably  faster  in  the 
future  than  the  industry  average." 

Is  it  happening?  In  fiscal  1972 
(ended  Oct.  31)  Westvaco  made 
only  $1.22,  but  the  fiscal  fourth 
quarter  alone  outdid  the  year's  first 
three  quarters  and  all  of  1971. 
Analysts  predict  earnings  of  $2.25 
to  $2.50  this  year,  and  with  paper 
demand  tightening,  the  chances 
are  they  are  right. 

Since  Luke  will  not  invest  in  new 
mills  without  adequate  return— at 
least  20%  pretax,  he  says,  and  that's 
unlikely— now  would  seem  the  time 
to  diversify.  But  Luke  is  cant  ions. 
All  his  ventures  so  far  have  been 
offshoots  from  paper.  "They're  a 
family  company,"  sa\s  one  obsen 
er.  "They  stay  in  the  paper  busi- 
ness. That's  their  hag." 

True.  Bnl  without  solid  new 
ventures  that  will  go  on  earning 
when  the  paper  cycle  heads  down, 
Westvaco's  shareholders  may  wind 
up  once  again  holding  that  hag.    ■ 
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Mr.  Sports 

What  union  has  won  the  most  for 
its  laborers?  The  Teamsters?  Long- 
shoremen? United  Auto  Workers? 
You're  not  even  close.  The  answer 
is  the  Players  Association  of  the 
National  Basketball  Association. 
Only  eight  years  ago,  about  all  a 
young  ballplayer  could  expect  was 
$5,000  a  year  and  a  pat  on  the 
backside.  But  the  pendulum  has 
swung.  Today  the  average  NBA 
salary  is  around  $65,000  a  year, 
and  several  big  names  like  "Pistol" 
Pete  Maravich,  Kareem  Abdul-Jab- 
bar  and  Jim  McDaniels  earn  over 
$300,000.  In  addition,  three-year 
men  are  eligible  for  sizable  pen- 
sions at  age  50,  disability  payments 
and  at  least  $9,000  in  severance 
pay  when  they  retire. 

With  basketball  players  setting 
the  pace,  the  average  salaries  of 
other  athletes  have  climbed  from 
the  low  $20,000s  in  1967  to  roughly 
$32,000  (for  football)  to  $35,000 
(hockey  and  baseball). 

"I  guess  I'm  the  guy  most  re- 
sponsible for  those  dramatic  in- 
creases," says  Lawrence  Fleisher, 
a  well-to-do  New  York  tax  attorney 
and  incurable  basketball  nut.  Flei- 


sher has  run  the  NBA  Players  As- 
sociation without  pay  since  1962. 
"Big-league  football  and  baseball 
players  looked  at  us  and  said:  Tf  a 
cockamamie  basketball  player  is 
worth  $100,000,  I  must  be  worth 
$200,000/  " 

The  basketball  players  got  theirs 
primarily  by  banding  together  to 
keep  the  owners  apart.  Unlike  the 
football  players,  who  went  along 
with  a  consolidation  of  rival  leagues, 
all  200  NBA  players  sued  their 
employers  in  1970  to  block  a  merg- 
er with  the  upstart  American  Bas- 
ketball Association— which  would 
have  kept  the  players  from  bargain- 
ing one  league  against  the  other. 

The  next  year  the  owners  took 
the  fight  to  Congress,  but  the  play- 
ers have  all  but  clinched  the  game. 
While  the  merger  battle  has 
dragged  on,  players'  salaries  tripled. 
"The  damage  is  done,"  says  Seattle 
SuperSonics  owner  Sam  Schulman, 
a  former  merger  leader.  "I  don't 
care  whether  there's  a  merger  or 
not,  anymore." 

What's  more,  as  the  merger  now 
stands  in  Congress,  the  reserve 
clause  that  binds  a  player  to  one 
team  would  become  illegal.  Every 
player  would  be  free  to  sign  with 


the  highest  bidder  in  either  league. 

All  that  success,  however,  has 
attracted  a  potential  menace— the 
so-called  "player  representative." 
Some  of  these  are  predators  and 
keep  a  third  of  their  players'  sala- 
ries and  other  income.  Says  an  in- 
credulous Fleisher:  "Some  agents 
are  making  $1  million  a  year  off 
their  players."  He  also  suspects  that 
some  agents  are  being  paid  by  the 
owners  to  keep  salaries  down. 

Fleisher  is  also  a  part-time  player 
representative,  but  his  fees  are 
rock  bottom:  2%  to  3%  of  a  client's 
salary,  plus  a  few  thousand  dol- 
lars for  helping  him  invest  (often 
in  real  estate  or  municipal  bonds). 
A  few  years  ago,  while  he  was  a 
well-paid  Restaurant  Associates  ex- 
ecutive, he  charged  only  $2,000 
for  winning  a  $132,000  raise  for 
an  $18,000  player. 

Of  course,  even  those  fees  add 
up.  The  42-year-old  lawyer  earns 
well  over  $100,000.  He  lives  in  a 
fashionable  section  of  Westchester 
County,  N.Y.,  and  drives  a  Rolls- 
Royce.  But  Fleisher  notes:  "It's  a 
second-hand  Rolls  I  bought  from 
Earl  (The  Pearl)  Monroe.  And  I 
don't  drive  it  in  New  York  City. 
It  embarrasses  me."  ■ 


Pete  Maravich 


The  Ones  That  Were  Left  Behind 


There  may  be  a  bull  market, 

but  not  for  everybody. 

The           still  selling  more  than  50%  below  their  1968-69  highs-even 

stocks  of  the  56  Big  Board  companies 

below  were  recently           though  all  of  them  are  showing  an  improved  earnings  trend. 

Latest  12  Months 

Percentage    f 

Earnings  * 

1973 

1968-69 

1970-71 

Recent 

Decline  from 

Per/Share 

%  Change 

P/E 

Indicated 

Current 

Company 

High 

Low 

Price 

1968-69  High 

vs.  1971 

Ratio 

Dividend 

Yield 

A-T-0 

74 

6 

9% 

870/o 

$0.81 

33% 

12 

$0.12 

1.3% 

Addressograph-Multigraph 

91% 

19% 

27% 

70 

2.09 

237 

13 

0.60 

2.2 

Allied  Products 

633/4 

11% 

19% 

70 

2.15 

43 

9 

0.68 

3.6 

Ambac  Industries 

333/4 

7% 

12 

64 

1.08 

52 

11 

0.50 

4.2 

Bell  &  Howell 

91 

22% 

40% 

55 

2.84 

14 

14 

0.65 

1.6 

Berkey  Photo 

46% 

5% 

17% 

63 

1.20 

36 

14 

None 

_ 

Boeing 

90% 

12 

22% 

75 

1.07 

3 

21 

0.40 

1.8 

Chelsea  Industries 

331/4 

63/4 

11% 

66 

1.48 

47 

8 

0.30 

2.7 

Chemetron 

56% 

15% 

19% 

65 

1.90 

102 

10 

0.80 

4.1 

Chromalloy  American 

44% 

13% 

163/4 

62 

1.87 

16 

9 

0.60 

3.6 

Colt  Industries 

83 

12% 

19% 

77 

1.81 

43 

11 

0.60 

3.1 

Dan  River  Mills 

273/4 

6 

103/4 

61 

0.35 

dp 

31 

None 

— 

Dayton  Hudson 

47% 

19% 

22% 

53 

1.63 

7 

14 

0.54 

2.4 

Denny's 

52% 

53/4 

17% 

67 

0.64 

60 

28 

0.04 

0.2 

DeSoto 

42% 

12% 

14% 

67 

0.91 

10 

16 

0.40 

2.8 

Dillingham 

41% 

8% 

9% 

77 

0.55 

206 

17 

0.40 

4.2 

Dravo 

54% 

23 

28% 

47 

2.92 

18 

10 

1.40 

4.9 

Federal 

71% 

I8V4 

313/4 

56 

3.44 

429 

9 

1.30 

4.1 

Fibreboard 

433/4 

16% 

17% 

60 

1.82 

60 

10 

0.76 

4.4 

Freeport  Minerals 

773/4 

IP/4 

263/4 

66 

1.10 

29 

24 

0.80 

3.0 

General  Dynamics 

66 

16% 

22% 

66 

2.31 

18 

10 

None 



General  Instrument 

57'/, 

11 

25% 

55 

1.00 

72 

26 

None 

— 

B  F  Goodrich 

66 

193/4 

28% 

57 

2.82 

37 

10 

1.00 

3.6 

Green  Giant 

483/8 

17% 

22% 

53 

2.07 

9 

11 

1.00 

4.4 

Hanes 

483/4 

9% 

153/4 

68 

1.79 

106 

9 

0.60 

3.8 

Harcourt  Brace  Jovanovich 

105% 

231/4 

29% 

72 

2.58 

10 

11 

1.00 

3.4 

Inmont 

30% 

6i/« 

9% 

69 

0.88 

26 

11 

0.20 

2.2 

Interstate  United 

38 

43/4 

9% 

75 

0.99 

80 

10 

None 

— 

Iowa  Beef  Processors 

733/4 

153/4 

29% 

60 

3.03 

89 

10 

None 

— 

Kayser-Roth 

44 

15% 

17% 

61 

2.24 

12 

8 

0.60 

3.5 

Koehring 

48% 

15% 

183/4 

62 

1.60 

344 

12 

0.20 

1.1 

Lockheed  Aircraft 

60% 

7 

8% 

86 

1.05 

3 

8 

None 

— 

Ludlow 

45 

11 

183/4 

58 

1.81 

20 

10 

1.08 

5.8 

Manhattan  Industries 

34V4 

11% 

143/4 

57 

1.89 

10 

8 

0.56 

3.8 

National  Gypsum 

36% 

14 

16 

56 

1.80 

40 

9 

1.05 

6.6 

Owens-Illinois 

81 

38 

37% 

54 

3.78 

4 

10 

1.40 

3.7 

Penn-Dixie  Cement 

32% 

7% 

83/4 

73 

0.78 

34 

11 

0.20 

2.3 

Pennzoil 

671/4 

15% 

28% 

58 

1.72 

19 

17 

0.80 

2.8 

Rapid-American 

52i/2 

7% 

16% 

68 

3.21 

18 

5 

0.50 

3.0 

Raymond  International 

393/4 

6% 

10% 

75 

0.58 

32 

17 

0.20 

2.0 

Riegel  Textile 

49% 

10 

18% 

63 

2.09 

88 

9 

0.90 

4.9 

Servomation 

53% 

11% 

223/4 

58 

1.81 

16 

13 

0.52 

2.3 

Signal  Companies 

46i/2 

11% 

20 

57 

1.72 

45 

12 

0.60 

3.0 

)  P  Stevens 

67 

20 

30% 

54 

2.07 

dp 

15 

1.50 

4.9 

Talley  Industries 

62% 

6% 

10% 

84 

1.21 

15 

8 

None 

— 

Texas  Gulf 

49% 

11% 

203/4 

58 

0.89 

7 

23 

0.60 

2.9 

Time  Inc 

109% 

25% 

52% 

52 

3.47 

12 

15 

1.90 

3.6 

Triangle  Industries 

46 

10% 

14% 

68 

1.13 

1 

13 

0.80 

5.4 

Uniroyal 

33y2 

121/4 

13% 

59 

1.52 

7 

9 

0.70 

5.1 

US  Freight 

53 

173/4 

223/4 

57 

1.94 

23 

12 

1.40 

6.2 

US  Industries 

363/4 

11% 

18 

51 

2.40 

9 

8 

0.63 

3.5 

Victor  Comptometer 

90 

10 

17% 

81 

0.80 

86 

22 

0.50 

2.9 

Del  E  Webb 

23% 

53/4 

7% 

70 

0.70 

71 

10 

None 

— 

West  Point-Pepperell 

543/8 

16% 

24% 

55 

2.41 

84 

11 

1.00 

4.1 

Xtra 

69i/2 

12% 

24% 

65 

2.10 

114 

12 

None 

— 

Zapata 

87 

11% 

33 

62 

3.20 

18 

10 

None 

— 

d-p  Deficit  to  profit. 
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The  Funds 


Success  to  the  Contrary 


It's  a  rare  mutual  fund  manager 
who  can  say,  "We  follow  the  con- 
trary opinion  theory,"  and  then 
not  apologize  for  his  fund's  per- 
formance. The  action  these  days 
is  with  the  proponents  of  the 
growth  stock  theory;  the  contrary 
opinionists  usually  find  themselves 
saying  things  like  "Our  turn  will 
come,"  as  did  Windsor  Fund's  John 
Neff  in  Forbes'  Jan.  1  issue. 

But  Philip  L.  Carret,  76,  chair- 
man of  the  Pioneer  Fund  (estab- 
lished 1928),  is  such  a  rare  bird. 
He  admits  that  both  he  and  his 
fund  are  contrary  opinionists,  and 
he  has  no  apologies  to  make.  The 
$255-million-assets  fund,  whose 
management  company  is  Fund  Re- 
search &  Management,  has  had  a 
consistent  record  of  success  for 
decades.  In  Forbes'  most  recent 
annual  Mutual  Fund  Survey  (Aug. 
15,  1972),  the  Pioneer  Fund  was 
one  of  only  16  funds  out  of  256 
that  achieved  a  B  rating  or  better 
in  both  up  and  down  markets.  And 
in  the  Arthur  Lipper  Corp.  fund 
report  the  Pioneer  Fund  has  ex- 
ceeded the  industry  average  in 
both  appreciation  and  yield  over 
the  past  six  years,  ranking  43rd 
among  537  funds  over  the  same 
period.  Other  funds  may  have  out- 
performed Pioneer  in  the  short  run; 
few  have  matched  its  consistency. 

In  part,  the  record  derives  from 
the  cast  of  common  sense  and  con- 
servatism that  Carret  has  given  the 
fund.  "We  emphasize  two  factors," 
he  says.  "First,  we  look  at  the  fig- 
ures in  the  annual  statements  very 
carefully,  especially  the  footnotes, 
then  we  try  to  make  up  our  minds 
about  the  quality  of  the  people 
running  the  company.  This  is  the 
most  important  part  of  a  company. 

"For  example,  take  Greif  Bros., 
which  'was  in  a  dying  industry, 
making  wooden  barrels.  The  very 
competent  management,  led  by 
John  C.  Dempsey,  switched  it  suc- 
cessfully into  making  fiberboard 
drums  and  containers,  which  were 
replacing  barrels.  They  also  did  a 
great  job  of  building  it  up  from  a 
$3-million  volume  to  over  $100 
million,  mostly  by  internal  growth, 
and  always  with  a  superb  balance 
sheet."  He  also  looks  for  10%  sales 
and  earnings  growth  a  year  and 
possibilities  of  faster  growth.  In 
theory,  all  funds  do  this,  but  Pio- 


neer   does    it    better    than    most. 

Like  others  who  follow  the  con- 
trary opinion  theory,  Carret  shies 
away  from  stocks  with  a  high 
price/ earnings  ratio.  "If  we  think 
a  company  is  interesting,  we  first 
look  at  the  P/E,  and  if  it  is  over 
20  we  throw  the  idea  into  the 
wastebasket,"  he  says.  "We  lose 
some  good  ones,  but  we  save  our- 
selves some  trouble,  too."  As  a  re- 
sult, the  fund's  portfolio  has  21% 
of  its  assets  in  mining,  metals  and 
oils,  including  several  gold  mines, 
and  another  16%  in  electronics  and 
machinery,  including  companies 
like  Foster  Wheeler,  Pullman  and 
Timken.  But  nary  an  IBM  or  Mc- 
Donald's, and  rarely  aP/E  over  15. 

The  fund  has  a  higher  asset 
percentage  than  most  in  convert- 
ible debentures  and  convertible 
preferreds,  many  of  which  Carret 
regards  as  handsome  buys.  "Take 
Pet  Inc.,  for  instance,"  he  says. 
"It  has  an  80-cent  first  preferred 
convertible  into  fifty-five  hun- 
dredths of  a  share  of  common, 
normally  selling  at  conversion  pari- 
ty or  a  fraction  below.  The  com- 
mon pays,  I  think,  $1.35,  and  55% 
of  $1.35  would  be  around  70 
cents.  We  get  80  cents  in  the  pre- 
ferred, so  anybody  who  buys  the 
common  instead  of  the  preferred 
is  obviously  out  of  his  mind." 

The  conservatism  of  the  fund  is 
an  accurate  reflection  of  Carret 
himself.  He  believes  government 
regulation  is  the  major  cause  of 
the  problems  in  the  security  in- 
dustry and  practically  everywhere 
else.  "Philosophically,"  he  says 
with  a  smile,  "I'm  an  anarchist." 

How  would  he  protect  people 
from  stock  frauds  and  the  like  with- 
out the  Securities  &  Exchange 
Commission?  "How  do  we  do  it 
now?  The  SEC  usually  steps  in 
after  the  fact,  and  that's  no  help. 
My  only  regulation  would  be  one 
requiring  full  disclosure  in  pros- 
pectuses, as  in  the  British  system 
of  company  law.  Then  let  people 
protect  themselves." 

Carret  also  contends  that  SEC 
restrictions  on  advertising  and  sell- 
ing have  contributed  to  the  mutual 
fund  industry's  current  problems. 
Poor  performance  is  only  a  minor 
factor  in  the  funds'  current  re- 
demption bind,  he  feels:  "A  good 
salesman  should  be  able  to  sell  any 


3,400  Stocks 

Tabulated 

and  Charted 


•  3,400  issues  tabulated,  up  to  48 
columns  of  information  and  a  chart  on 
each  issue.  Vital  financial  facts,  Rela- 
tive Price  and  Trend  to  Market  fig- 
ures for  each  issue  •  Six  Price  and 
Volume  rankings  that  show  you  where 
the  action  is.  Full  NASDAQ  listings, 
Price  and  Volume  •  Industry  action 
tables,  pluscharts  •  NYSEand 
AMEX  Convertible  and  Straight 
Interest  Bonds,  with  major  calcula- 
tions performed  for  you. 

Special  Bonus  —  Take  any  of  the 
offers  below  and  receive  a  Special 
Bonus,  the  1972  year-end  Industry 
Report  on  Industry  Groups  and  a  new 
HANDBOOK  telling  how  to  use  The 
Financial  Weekly. 


The M *  Financial  Weekly 

P.O.  BOX  26565,  DEPT914 
RICHMOND,  VA.  23261 

Four  Weeks  D   $3.50        □  $7.50  By  Air 
ANNUAL  RATE       AIR  DELIVERY 

□  only  $50  (52  issues)  D  only  $100  (52  issues) 
D   Bill  Me      D  Payment  Enclosed 

Name 

Title 

Street 

Company  

City state. 


Zip. 


Foreign  rates  available  on  request  (Subscript ion  may  not  be 
assigned  without  subscriber's  consent  ) 


how  does 

FundScope 

rate  your 

fund? 


FundScope,  the  monthly  mutual  fund  mag- 
azine, uncovers  data  that  will  startle  many 
fund  shareholders. 

For  example,  of  481  mutual  funds  rated 
by  FundScope,  only  4  are  rated  above 
average  for  Growth-fncome-Stability! 
FundScope  names  these  funds. 

SPECIAL  OFFER:  Send  just  $17  for  a 
3-month  trial  subscription  to  FundScope 
beginning  with  the  February  issue.  PLUS 
— 4  big  bonuses  including  the  532-page 
1972  Mutual  Fund  Guide,  the  new  Bible  of 
the  fund  industry  with  all  the  vital  informa- 
tion you  need  on  468  funds.  (THIS  GUIDE 
ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  it  you  prefer  the 
above  offer  with  a  money-saving  14-month  subscrip- 
tion, send  $60.00  (10  day  returnable  guarantee). 
Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept  F-47,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Calif.  90067 
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The 

more 
ybu  learn 

about 

Puts 
and  Calls- 


...  the  more  fascinating  the  subject 
of  profit  potentials  in  stock  options 
becomes. 

Opportunities  for  option  sellers 
like  receiving  income  of  10%,  15% 
—even  20%  or  more  on  your 
securities— without  increasing 
your  risk. 

Opportunities  for  option  buyers 
like  the  chance  of  nearly  unlimited 
speculative  gains— which  for  many 
people  offsets  the  possibility  of 
losing  the  full  amount  of  the  option. 

That's  an  oversimplification  of 
the  subject,  of  course.  Options  aren't 
for  everybody,  and  we're  not  here 
to  say  that  they  are. 

What  we  do  say  is  that  if  you'd 
like  to  start  learning  a  lot  more 
about  them,  we  can't  think  of  a  better 
place  to  begin  than  our  two  booklets 
pictured  below. 

If  you'd  like  copies  of  both, 
without  charge  of  course,  we'll  be 
happy  to  send  them  to 
you  if  you 

simply 
mail  this 
coupon. 


Please  mail  me  your  two  booklets  on"Options." 

FO 


Name 


Address 


City" 


State 


"Zip" 


Reynolds  || 

securities  Inc. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE,  INC. 
AND  OTHER  LEADING  EXCHANCES 

120  Broadway.  New  York.  N.Y.  10005 
Offices  Coast  to  Coast 


fund."  He  believes  the  major  cause 
of  the  redemption  situation  is  "lack 
of  salesmanship"  resulting  from  a 
shortage  of  salesmen  after  the  cut- 
back in  1969-70. 

Besides  his  interest  in  the  fund 
he  founded,  Carret  is  president  of 
an  investment  counseling  company 
that  bears  his  name,  and  he  man- 
ages his  own  portfolio  during  his 
50-hour  workweek.  He  admits  to 
being  a  collector  of  "odd  items," 


such  as  shares  of  Standard  Horse 
Nail  Corp.  This  is  a  profitable  little 
company  with  good  management. 
He  bought  it  about  ten  years  ago 
for  $20  a  share,  now  it's  around 
$30.  And  why  not?  "The  horse  pop- 
ulation of  the  country  is  growing." 
*.  Not  too  many  people  would  look 
at  a  horse  nail  stock,  but  that's 
what  being  a  contraiy  opinionist 
is  all  about.  As  we  said,  Phil  Carret 
is  a  rare  bird. 


How  To  Survive  in  a  Revolving  Door 


When  a  successful  portfolio  man- 
ager leaves  a  successful  fund,  he 
also  leaves  a  big  question:  Will  his 
successor  be  as  good? 

In  1971  President  William  I.  La- 
Tourette  left  the  Johnston  Fund 
because  he  was  bored  with  money 
management  and  wanted  to  return 
to  research.  Under  LaTourette, 
Johnston  had  done  very  well.  Could 
his  replacement,  Nathan  H.  Gar- 
rick  Jr.,  52,  do  as  well?  Garrick 
was  no  superstar,  but  a  25-year 
employee  of  The  Boston  Co.,  which 
took  over  the  fund  in  1967. 

The  fund  has  survived  the 
changing  of  the  guard.  In  1972  the 
Johnston  Fund,  one  of  the  five 
largest  no-load  funds  (assets  of 
$331  million)  again  scored  a  solid 
B  in  both  up  and  down  markets  in 
Forbes'  ratings  (Aug.  15,  1972). 
Garrick  did  it  by  adhering  to  a 
philosophy  started  by  the  fund's 
founder,  M.  Jennings  von  der 
Heyde:  Find  well-financed  compa- 
nies with  able  managements  in 
growth  fields  and  stick  with  them. 

But  with  everybody  playing  the 
growth  stock  game,  how  do  you 
stay  ahead?  One  way,  says  Garrick, 
is  to  use  the  computer  intelligently 
to  point  out  likely  companies. 

For  example?  "Standard  Brands 
Paint  was  a  good  example.  We 
found  it  back  in  1970  before  many 
people  had  noticed  it.  We  didn't 
know  anything  about  it,  so  we  sent 
someone  out  to  look  at  it."  Garrick 
bought  when  the  price  was  in  the 
20s,  and  it  is  now  in  the  50s.  But 
Garrick  isn't  perfect:  Becton,  Dick- 
inson Co.  and  Skaggs  Companies 
Inc.  both  dived  after  he  bought 
them.  "The  computer  can't  make 
your  investment  decision  for  you," 
he  says,  "and  humans  make  errors." 

The  Johnston  Fund  research  op- 


eration differs  from  many  others  in 
some  key  ways.  For  one  thing,  its 
researchers  are  expected  to  be  ver- 
satile enough  to  cover  different 
fields  when  needed. 

In  the  current  market,  Garrick 
let  cash  build  up  in  the  fund  dur- 
ing 1972's  first  nine  months  under 
pressure  of  a  strong  cash  inflow, 
but  began  buying  early  in  October 
when  he  decided  that  the  market 
was  out  of  step  with  the  booming 
economy.  What  did  he  buy?  More 
of  the  stocks  he  already  held,  es- 
pecially Clorox,  Crown  Cork  &  Seal 
and  Hyatt  Corp.,  household  con- 
sumer goods  and  leisure-oriented 
companies. 

Though  he  follows  LaTourette's 
basic  philosophy,  Garrick  differs 
slightly  in  two  ways.  He's  not  quite 
as  quick  to  cut  his  losses  on  a  stock, 
and  he  is  not  averse  to  letting  cash 
build  up  in  the  fund.  Under  La- 
Tourette, the  portfolio  turnover  rate 
got  as  high  as  55%;  it  is  now  back 
to  a  more  normal  24%.  Says  Gar- 
rick: "My  attitude  toward  taking 
your  losses  and  getting  out  depends 
entirely  on  the  circumstances.  You 
can  be  absolutely  wrong  in  timing 
and  absolutely  right  fundamentally 
and  come  out  O.K.  in  the  long  run. 
Take  a  look  at  Wang  Labs.  We 
bought  it  high  and  then  it  went 
down.  But  we  thought  we  were 
right  on  fundamentals  and  so  we 
bought  more.  It's  still  not  back  to 
where  we  bought  the  first  lot,  but 
it's  above  where  we  bought  the 
second  one." 

The  fund  has  performed  with 
remarkable  consistency  considering 
its  frequent  management  change's. 
This  is  rare  in  a  business  where 
subjective  judgments  are  bo  Impor- 
tant, but  this  particular  organiza- 
tion seems  to  have  managed  it.  ■ 
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The  editors  of  Saturday  Review 

proudly  announce  a  new 
magazine  devoted  to  the  society. 


The  editors  of  Saturday  Review  have 
taken  a  hard  look  at  your  conversation. 

And  they've  come  up  with  a  very 
interesting  statistic. 

Over  85  %  of  what  you  talk  about 
has  to  do  with  the  current  turmoil  in  society. 

Politics.  Leisure.  Labor  unions. 
Welfare.  The  military.  Our  economy. 
Business.  Government.  Jobs.  Old  age. 
Ecology.  Our  youth.  Power.  Television. 
Freedom.  War. 


(QatunJqylfypiew  of 


THE  SOCIETY 

A  Democrat  Named  Rockefeller 


Can  Will  Streel  Afford  a  Social  Conscience' 


Communications.  Politics.  Unions. 

Newspapers  and  television  do 
cover  these  topics,  and  that's  why 
they're  conversation  pieces. 

But  even  the  newspapers  can't 
cover  these  subjects  in  depth. 

Deadlines  won't  permit  it. 

Yet  the  need  for  coverage  in  depth 
is  obvious. 

So  we've  created  a  new  magazine 
to  do  the  job. 

It's  a*  monthly,  so  that  we  can 
have  the  luxury  of  research,  re-examina- 
tion, and  reflection. 

The  result  is  articles  that  are 
meaty  enough  to  give  you  something  to 
talk  about  for  a  month.  And  think  about 
for  a  lot  longer. 

The  new  magazine  is  called 
Saturday  Review  of  The  Society. 

In  a  way,  it  is  an  invaluable,  prac- 
tical aid  in  coping  with  and  surviving  in 
a  society  that  is  changing  around  us  at  a 
future-shock  pace. 

Its  main  fare  will  be  things  you 
don't  get  to  read  about  in  the  newspapers. 


(§aturdqvfypiew  of 


THE  SOCIETY 

The  Making  of  a  Militant  by  Ernest  Dunbar 
The  Death  of  Harold  Letters  From  the  Depression 


V  w 

rMoSB 

gigs*  vv2w*! 

C[How  the  Army  is  destroying  itself. 

C[The  effect  of  the  unprecedented 
youth  vote  on  the  face  of  national 
politics. 

Saturday  Review  of  The  Society 
will  be  looking  into  the  issues  of  society. 
Our  corporations.  Our  unions.  Prisons. 
Environmental  protections  groups. 
Community-run  day-care  centers. 
In  short,  the  pulse  of  life. 


Advertising.  Environment.  Welfare. 

C[Like  how  the  old  political  art  of 
the  gerrymander  has  found  a  new  and 
dangerous  tool— the  computer. 

C[How  welfare  programs  are  start- 
ing to  be  measured  on  "performance 
and  evaluation  review  technique'charts. 

C[How  a  bounty  system  is  helping 
to  clean  up  the  turgid  waters  of  the 
Hudson  River. 

((Why  America's  $135  billion  pen- 
sion system  is  in  serious  trouble. 

((The  5,000  lobbyists  who  work 
fulltime  at  influencing  governmental 
actions  and  decisions  in  favor  of  their 
clients. 

((The  meaning  of  the  Jesus  Freaks. 


(Qaturdavltypieic  of 

THE  SOCIETY 

The  Mid-Career  Crisis  .The  Home  Buyers'  Revolt 
A  Mafioso  Cases  the  Mafia  Craze 


THESWELlliGOFTHEPRESlOHCT 


(§aturdqvfypiew  of 


THE  SOCIETY 

D.vJ  Mirrti*  •  l^Wr**.  •  Uw.0  RokWt  •  Hrrmu  hm 

RtWrtLAicfeu  -  PUtkuQuo  *  R«Wt1  J)r  LilM  *  Fume  b  t\ma  Cri?  *  On  tmtnt 

SefBMt  Hcnb  •  TV*  Si— cr  *  l*i  Cnm-tV  twi 


Government.  Technology.  Jobs. 

In  addition,  The  Society  will  carry 
features,  puzzles,  reviews,  and  editorials, 
of  the  kind  that  have  made  Saturday 
Review  the  brain-prodder  it  is. 

We  invite  you  to  become  a  Char- 
ter Subscriber  to  Saturday  Review  of 
The  Society  at  the  introductory  rate 
of  $6.00  for  one  year. 

<§atuniqyfypiew  of 

r--THE  SOCIETY-- 

Box  2053,  Rock  Island,  Illinois  61207 


Dear  Saturday  Review, 

Enter  my  introductory  subscription  to  Saturday 
ReviewofThe  Society  at  theHalf-PnceCharterSub 
scription  rate  of  $6.00  for  one  year  (12  issues — 
regularly  $12)  with  a  guarantee  that  I  enjoy  it  or 
you'll  give  me  a  full  refund  on  unmailed  copies. 

□  Payment  Enclosed  □  Bill  me 

(offer  good  only  in  US   and  Canada  ) 

Name 

Address 


City 


State 


The  Economy.  Leisure.  Business.  I  ^p cmb3bo793 


II  you  art  currently  a  subscriber  lo  Saturday  Review,  SATURDAY  REVIEW  OF  THE  SOCIETY  a  already  included  in  your  subscription  as  part  of  SR's  new  total  information  program  covering  education,  science,  the  arts,  as  well  as  the  soci-ty. 


See  how  we  qircw  jn  ' 72: 
DsposiTs  up  241% 
Loans  up  27.0%      ,  • 
EARNJNqs  up  177% 


This  is  healthy  growth  too.  Internal  growth.  Not 
the  result  of  acquisitions  or  other  unusual  factors. 

Our  15  member  banks  with  83  offices  now 
serve  55  communities  in  New  Jersey.  More  com- 
munities than  any  bank  or  banking  organization 
in  the  state. 

And  we're  more  than  just  banks.  Our  subsid- 
iary, Gibraltar  Corporation,  offers  accounts  re- 


ceivable financing,  inventory  loans,  industrial 
time  sales  and  other  specialized  business  fi- 
nancing, while  another  bank-related  subsidiary, 
United  Jersey  Mortgage  Company,  arranges 
funds  for  real  estate  projects  ($175,000,000  in 
loan  commitments  during  1972). 

Here  is  our  statement  of  income  showing  per- 
tinent figures  about  our  growth  last  year. 


UNITED  JERSEY  BANKS  AND 

Consolidated  Statement  of 

Operating  Income 

Interest  and  fees  on  loans 

Interest  and  dividends  on  investment  securities 

All  other  income 

Total  Operating  Income 

Operating  Expenses 

Salaries  and  employee  benefits 

Interest  on  deposits 

Interest  on  capital  notes  and  borrowed  funds 

All  other  operating  expenses 

Total  Operating  Expenses 

Income  before  taxes  and  securities  gains  (losses) 

Applicable  income  taxes 

Income  before  securities  gains  (losses) 

Net  gain  (loss)  on  sale  of  securities 

(after  tax  effect  of  $744.000, 1971  $717,000) 
Net  Income 

Earnings  Per  Share  of  Common  Stock 
Average  shares  outstanding 
Income  before  securities  gains  (losses) 
Net  Income  (per  share) 


SUBSIDIARIES 

Income 

Year  Ended  December  31 

1972 

1971* 

$60,793,000 

$47,276,000 

22,259,000 

18,506,000 

5,963,000 

6,111,000 

89,015,000 

71,893,000 

18,524,000 

16,370,000 

35,803,000 

28,435,000 

5,104,000 

2,097,000 

17,149,000 

14.093,000 

76.580.000 
12435,000 
(1,104,000) 
11,331,000 


839,000 


$12,170,000 

2,655,000 
$4.27 

$4.58 


60,995,000 
10,898,000 
(1,222,000) 
9,676,000 


(749,000) 
$  8,927,000 


2,653,000 
$3.64 

$3^6 


Total  Resources 

Deposits 

Loans 


$1,689,367,000 
$1,422,060,000 
$    887,777,000 


$1,325,131,000 
$1,145,478,000 
$    721,861,000 


Mr.  Edward  A  Jesser,  Jr. 

Chairman  of  the  Board 

United  Jersey  Banks 

Chairman  and  Chief  Executive  Officer 

Peoples  Trust  of  New  Jersey 


Mr.  Kenneth  H.  Fisher 

President 

United  Jersey  Banks 

Vice  Chairman  of  the  Board 

Peoples  Trust  of  New  Jersey 


Call  or  write  us  if  we  can  help  you.  (201 )  487-6000. 


"As  restated  for  acquisitions  consummated  in  1972 


UNITED  JERSEY  BANKS 


■ 


MEMBER  BANKS 

North  Jersey  Me 

Peopi' 

Peoples  Bank  of  R'drjewood 

Peoples  Bank  of  South  B< 

Peoples  Trust  of  New  le 

The  Dover  Trust  Con;,  i 

The  Second  National  Bank 

of  Orange 

SUBSIDIARY  COMPANIES    Gibraltar  Corpo' .' 


Central  Ji 

1 


South  Jersey  Mr  ml 
The  City  Nal.onal  I 

fl  County 


Members  FDIC 


The  Forbes  Index 


135 
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110 

105 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 
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1967 

1968 

1969 

1970 
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NOV 116.7 

DEC 117.1 

JAN 117.8 

FEB 119.0 

MAR 122.0 

APR 122.5 

MAY    124.0 

JUNE    124.3 

AUG 126.1 

SEPT 126.4 

OCT 128.0 

NOV 129.0 

DEC.  (Prel.)    129.5 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Skepticism  Means 
Better  Values 


In  January  the  stock  market  suffered 
from  a  partial  collapse  of  euphoria 
rather  than  from  any  sudden  change 
in  fundamentals.  The  climate  was 
changed  by  the  failure  of  "peace"  in 
Vietnam  to  generate  the  long-expect- 
ed optimism,  by  fear  that  Phase  3 
means  more  emphasis  on  monetary  re- 
straint and  Jess  emphasis  on  price  and 
wage  regulation  as  inflation  treat- 
ments, by  growing  doubts  about  the 
common  sense  of  fantastic  price  mul- 
tiples for  glamour  stocks,  and  by  the 
unanimous  bullish  year-end  interpre- 
tations of  the  1973  outlook.  Actually, 
business  trends  and  earnings  trends 
improved  as  expected,  perhaps  a  lit- 
tle more  than  expected. 

One  tradition,  however,  provides 
reason  for  a  cautious  intermediate- 
term  stock-market  suspicion.  The  intra- 
day  lows  of  both  the  Dow  Jones  in- 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


dustrials  and  the  DJ  transportation  in- 
dex in  January  were  lower  than  the 
intraday  lows  of  December.  Usually 
that  means  lower  stock  prices  during 
the  first  half.  It  makes  one  hesitate 
about  expecting  a  quick  rebound,  even 
though  values  are  getting  a  lot  better. 

Just  what's  "eating"  investors?  Of 
course  hope  deferred  always  makes 
the  heart  sick;  but  there's  something 
more  than  that.  There's  a  feeling  that 
it  is  high  policy  now,  so  far  as  the 
Fed  and  the  President  are  concerned, 
to  tighten  up  the  supply  of  money. 
Mr.  Burns  has  broadly  hinted  just 
this,  and  the  banking  figures  have  be- 
gun to  confirm  it.  Mr.  Nixon  daily 
announces  new  steps  aimed  to  reduce 
spending;  Washington  is  resolved  to 
reduce  the  supply  of  new  lifeblood 
flowing  into  the  economy.  Admittedly, 
no  credit  crisis  of  the  type  we've  ex- 
perienced is  intended,  but  there  can 
be  pressure  without  a  crisis. 


I  don't  want  to  pose  as  an  expert  on 
interest  rates  or  the  price  of  credit. 
It  seems  to  me,  however,  that  the  de- 
mand for  credit  is  more  likely  to  ease 
than  to  increase  as  the  summer  pro- 
gresses, and  that  the  savings  rate  will 
remain  high.  If  the  spending  deficit  is 
to  be  smaller,  as  I  think  it  is,  the  Fed- 
eral Government  won't  need  so  much 
new  money.  The  limitation  on  divi- 
dend payments  has  already  greatly 
improved  the  liquid  financial  position 
of  American  industry,  and  there  will 
be  less  financing  except  in  the  electric 
utility  area.  I  am  one  of  the  minority 
who  think  the  demands  of  the  con- 
struction industry  will  not  increase. 

I  don't  expect  a  runaway  in  inter- 
est rates,  although  they  probably  will 
rise  a  little.  I  would  not  be  afraid 
to  buy  bonds  at  around  these  levels 
even  if  bond  prices  should  later  de- 
cline a  little.  The  risk  is  not  large. 

In  a  recent  column,  I  revived  the 
long-neglected  theoiy  of  central  val- 
ue about  which  Ben  Graham  wrote 
some  years  ago.  The  intended  import 
of  that  column  was  that  stocks  largely, 
most  stocks,  have  been  far  from  cheap; 
and  that  the  time  to  buy  stocks  is 
when  they  are  cheap  rather  than  when 
they  are  high  or  even  "just  right." 
What  I  would  like  to  stress  now  is 
that  stocks  are  beginning  to  be  bet- 
ter values,  and  that  investors  in  equi- 
ties should  welcome,  not  deplore, 
some  adjustment  in  prices. 

That,  of  course,  brings  up  the 
thorny  problem  of  what  is  good  value 
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in  a  common  stock.  The  academic  an- 
swer is  easy.  If  a  stock  moves  from 
20  to  60  in  a  typical  cycle,  central  val- 
ue is  around  40.  At  under  40  it  is  a 
purchase,  and  at  around  50  it  is  not 
cheap  even  if  it  is  going  higher.  It  is 
a  "prudent"  purchase  at  20  to  40,  less 
prudent  at  40  to  50,  and  not  prudent 
at  all  at  50  to  60. 

It  is  a  temptation  for  the  writer  to 
be  a  coward  at  this  point  and  avoid 
trying  to  translate  all  this  into  terms 
of  the  DJI  in  this  year  of  1973.  If  you 
think  in  terms  of  something  like  a 
range  of  850  to  1150  this  year,  central 
value  would  be  around  the  magic  fig- 
ure of  1000.  On  a  contemporary  basis 
(please,  not  on  a  long-run  basis) 
that  would  mean  the  market  is  a  buy 
at  850  to  1000,  and  a  sale  at  1000  to 
1150.  If  you  don't  like  those  figures 
(I'm  not  too  sure  that  I  like  them  ei- 
ther), make  your  own  guess. 

No  Year  for  a  Killing 

What  I  am  trying  to  imply  here  is 
that  skepticism  is  now  making  for 
better  values.  The  more  skepticism  we 
have,  and  the  lower  stocks  go,  the 
better  the  values.  Stocks  become  more 
prudent  investments  as  they  go  lower, 
and  more  dangerous  as  they  go  higher. 

To  be  a  little  more  assertive,  I 
think  that  most  glamour  stocks,  in- 
cluding even  the  best  ones,  are  priced 
well  above  central  value,  or  even  pru- 
dent value.  If  I  were  to  pick  out  one 
group  that  I  think  is  selling  at  what 
will  prove  to  be  below  central  value 
this  year,  it  would  be  the  airlines. 
I  have  an  idea,  too,  that  the  steels 
and  the  coppers  are  not  as  far  above 
central  value  as  most  stocks.  For  in- 
come, I  still  like  the  electric  utilities. 

To  be  a  little  more  concrete,  and 
not  so  abstract,  I  am  of  the  opinion 
that  1973  is  not  likely  to  be  an  easy 
year  in  which  to  make  a  big  killing 
in  the  stock  market.  Stocks  are  cheap- 
er, but  most  of  them  still  are  not  real- 
ly very  cheap.  There  are  many  cross- 
currents in  the  market.  In  general, 
this  may  be  a  good  year  to  buy  pes- 
simism and  a  good  year  to  sell  op- 
timism. In  some  past  years,  you  may 
remember,  advice  like  this  has  been 
the  bunk— but  not  now. 

It  sounds  smart  to  say  at  this  junc- 
ture that  either  business  has  to  get 
worse,  or  the  stock  market  has  to  gel 
better.  Probably  such  reasoning  is 
without  merit.  The  stock  market  is  out 
of  tune  with  the  trend  in  earnings 
and  business  for  long  periods.  Thai 
has  been  the  case  most  of  the  time  for 
the  past  year,  with  the  last  quartet  ol 
1972  the  exception.  The  stock  markel 
is  governed  by  neither  the  past  nor  the 
present,  but  by  what  people  think 
about  the  future— and  remember  thai 
very  often  they  are  wrong.   ■ 
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Stock 
Analysis 

By  Heinz  H.  Biel 


Don't  Try 
To  Rationalize 
The  Market 


Only  a  little  more  than  a  month  ago 
the  industrial  stock  averages  reached 
new  all-time  highs.  To  all  and  sundry, 
stocks  looked  and  smelled  like  roses. 
But  that  was,  so  it  now  appears,  a 
mirage.  The  roses'  thorns  turned  out 
to  be  ordinary  thistles— if  you  touched 
them,  you  got  hurt. 

What  has  happened  to  change  sen- 
timent from  very  bullish  to  very  bear- 
ish virtually  overnight?  There  must 
be  a  reason.  What  it  is  I  do  not  know. 

On  the  positive  side  are  many  fac- 
tors, all,  presumably,  known  to  every- 
one and,  therefore,  well  discounted: 
1)  a  cease-fire  in  Vietnam;  2)  most 
1972  corporate  earnings  reports  as 
good  as,  if  not  better  than,  anticipa- 
ted; 3)  the  Administration's  promise 
not  to  raise  taxes  and  not  to  let  next 
year's  budget  get  out  of  control,  and 
an  official  prediction,  perhaps  a  bit  on 
the  optimistic  side,  that  the  rate  of 
inflation  will  not  be  much  above  3%; 
and  4)  growing  evidence  that  we  are 
not  only  heading  into  a  boom,  but 
that  we  are  in  it  already. 

What  is  on  the  negative  side  that 
suddenly  is  making  investors  want  to 
get  rid  of  stocks  as  if  they  carried  the 
plague?  Let's  enumerate  those  ad- 
verse factors  which  are  held  mainly 
responsible  for  the  market's  decline: 
1)  The  Fed  will,  and  should,  slow 
down  the  increase  in  money  supply  in 
order  to  temper  the  boom.  But  it 
would  not  want  to  choke  the  econo- 
my. The  cost  of  borrowing  will  go 
up  and  credit  will  be  just  a  little 
harder  to  come  by.  2)  Our  balance- 
of-trade  deficit  is,  admittedly,  worse 
than  had  been  expected.  This,  in 
turn,  together  with  somewhat  arti- 
ficially low  money  rates  over  here  has 
weakened  the  position  of  the  dollar 
in  the  foreign  exchange  markets, 
where  only  a  short  while  ago  it  was 
beginning  to  show  signs  of  basic 
strength.  Now  there  is  a  new  crisis 
atmosphere.  3)  Foreign  investors  in 
U.S.  stocks,  having  enjoyed  the  huge 
November  to  January  advance,  but 
now  having  misgivings  about  the 
dollar's   value   vis-a-vis   the   deutsche 


Mr.  Biel  is  i  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


mark  or  the  Swiss  franc,  are  selling 
their  American  investments. 

And  so  it  came  to  pass  that  the 
herd  instinct  prevailed,  and  the  bulls 
became  bears.  What  the  chartists  in- 
terpreted as  an  overbought  condition 
in  mid- January  has  turned  with  un- 
usual rapidity  into  an  oversold  con- 
dition, a  reversal  which  probably  was 
recognized  also  by  our  European 
friends  whose  technicians  chart  more 
or  less  the  same  data  as  do  their  col- 
leagues in  the  U.S. 

Don't  Throw  in  the  Towel— Yet 

In  my  previous  Forbes  column, 
suspecting  a  technical  deterioration 
of  the  market,  I  said  that  "if  the  mar- 
ket should  suffer  a  significant  setback, 
new  purchases  will  be  in  order." 
What  we  have  experienced  recently 
certainly  qualifies  as  a  serious  set- 
back. In  the  week  ended  Feb.  2,  the 
number  of  NYSE-listed  stocks  falling 
to  1972-73  lows  totaled  305  and  there 
were  only  31  new  highs.  Among  the 
new  lows  are  the  stocks  of  a  great 
many  companies  which  not  only  re- 
ported record  earnings  for  1972  and 
had  raised  their  dividend  payments, 
but  which  also  confidently  expect  fur- 
ther earnings  gains  this  year.  I  have 
been  in  touch  with  managements  of 
companies  whose  stocks  are  on  the 
"new  lows"  list,  trying  to  discover 
what  might  be  wrong.  Almost  invari- 
ably the  answer  is:  "What  the  hell  is 
wrong  with  you  people  down  in  Wall 
Street?  We  are  doing  fine." 

Some  market  technicians  whose 
work  I  respect  have  a  theory  that  the 
stock  market  is  likely  to  wind  up  with 
a  net  loss  for  the  year,  if  the  aver- 
ages early  in  the  year  decline  below 
the  lows  of  the  preceding  November/ 
December.  This  is  now  taking  place. 
The  conclusion,  obviously,  is  some- 
what ominous,  and  one  should  keep 
this  in  the  back  of  one's  mind. 

Nevertheless,  undue  hcarishncss  at 
this  time  may  be  premature.  While  I 
share  the  misgivings  over  the  likely 
duration  of  the  present  business  boom 
and  believe  that  the  P/E  should  go 
down  rather  than  up  as  corporate 
profits  reach  new  records,  there  are 
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also  solid  reasons  to  expect  the  market 
to  rebound  strongly  from  its  present 
oversold  condition.  Pessimism  is  con- 
tagious, as  we  have  seen  once  again, 
but  I  think  one  should  resist  the  temp- 
tation to  follow  the  herd.  Instead  of 
selling,  I'd  rather  buy  common  stocks, 
though  not  necessarily  want  to  hold 
them  for  a  six-month  period. 

Enough  Nonsense.' 

The  airlines,  favorites  of  a  year  ago, 
are  acting  as  if  they  were  heading 
straight  into  bankruptcy,  which  is 
nonsense.  Of  course  they  have  prob- 
lems, primarily  cost  inflation.  But 
1973  is  bound  to  be  a  banner  year  for 
business  as  well  as  vacation  travel. 
Should  a  stock  like  American  Airlines 
(18),  which  did  not  have  a  miserable 
year,  really  sell  even  below  its  1971 
(!)  low?  There  comes  a  point  when 
enough  is  enough. 

Having  shared  the  ophthalmolo- 
gists' doubts  that  untold  millions  of 
people  were  going  to  use  the  not  ex- 
actly cheap  Soflens,  I  did  not  partici- 
pate in  the  fabulous  rise  in  the  price 
of  Bausch  i?  Lomb  (22M)— nor  in  its 
80%  decline.  It  would  seem  that  spec- 
ulators will  have  taken  their  bath  by 
now  and  that  this  inherently  good 
stock  should  regain  its  equilibrium  at 
a  somewhat  higher  level. 

Selling  also  may  have  been  over- 
done in  McCulloch  Oil  (13)  which, 
although  distinctly  speculative,  is  one 
of  the  better  land  development  com- 
panies, with  a  plus  in  oil  and  gas. 
Similarly,  General  Development  (12), 
the  Florida  real  estate  operator,  seems 
adequately  deflated,  the  present  price 
being  even  below  the  low  of  the  1970 
bear  market.  Earnings  of  real  estate 
companies,  however,  should  not  be 
taken  at  face  value. 

I  have  previously  commented  on 
Joy  Mfg.  (30)  and  Pittsion  (29).  In 
any  market  rebound  these  stocks 
could  do  a  great  deal  better  than 
the  oils,  which,  after  long  periods 
of  neglect,  have  become  the  darlings 
of  the  institutions.  In  fact,  the  time 
(and  price  level)  is  approaching  for 
partial  profit-taking  in  the  oils. 

An  anonymous  letter  writer  has 
chided  me-' for  having  liked  Southern 
Pacific  (39)  a  year  ago.  Sorry,  but 
the  stock  did  reach  an  all-time  high 
in  1972;  earnings  did  rise  to  a  new 
record,  and  the  dividend  rate  was 
raised  twice.  I  still  like  the  stock, 
even  if  it  is  not  a  dynamic  performer. 

Loews  Corp.  (40)  and  Gulf  <b 
Western  (28^)  have  made  substan- 
tial investments  at  rock  bottom  prices 
in  Gimbel  Bros,  and  AirP,  respective- 
ly. Neither  Mr.  Tisch  nor  Mr.  Bluh- 
dorn  have  spelled  out  their  intentions, 
but  their  companies  could  prove  to  be 
intriguing  speculations.   ■ 


You  don't  have  to  give  up 
control  of  your  portfolio  and 
pay  a  percentage  fee  to  get 
competent  investment  counsel 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
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A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be  much 
less  than  you  expect. 

The  Babson  organizations  68  years  experience,  independent  research 
department,  modern  in-house  computer  plus  individual  attention  to 
your  portfolio,  assure  you  of  unbiased,  professional  investment  counsel 
precisely  suited  to  your  particular  investment  aims  and  needs.  Mail 
this  coupon  for  complete  details. 
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Recommended  By  25  Other  Well-known  Investment  Advisers;  (2)  Model  Stock  Portfolios; 
(3)  Growth  Stocks  with  Specific  Buy-Sell-Hold  Advice;  (4)  "Master  List"  of  Recommended 
Stocks— Both  Speculative  and  Conservative;  (5)  Over-the-Counter  Recommendations;  (6) 
"Trading"  Suggestions. 

4  Stocks  Under  $25 

With  your  $1  Trial  Subscription,  you  also  receive  our  recommendations  on  4  Stocks 
Under  $25  for  long  term  accumulation.  And  our  buy-sell-hold  advice  is  offered  on  22 
Volatile  Issues  such  as  Syntex,  Avon,  Disney,  Burroughs,  IBM  and  Xerox. 

30  Stock  Split  Candidates 

You  also  receive  as  part  of  our  offer  our  list  containing  30  Stock  Split  Candidates. 

Money-Back  Guarantee 

Fill  out  the  coupon  below  and  send  it  today  with  $1  for  your  8  Week  Trial  of  Dow  Theory 
Forecasts.  You  must  be  satisfied  or  your  money  back.  (New  subscribers  only.  Subscription 
cannot  be  assigned  without  your  consent.) 


MAIL     TODAY 


DOW  THEORY  FORECASTS,   INC.,   Dept.   F2-15-73 
P.O.  Box  4550,  Grand  Central  Station,  New  York,  New  York  10017 

n  Send  Airmail.  25  cents  additional. 


NAME 


ADDRESS. 
CITY.  .  .  . 


STATE 


ZIP. 
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WHICH  3 

NO  LOADS 

ARE  LEADING  THE  WAY  UP? 
SHOULD  YOU  DUY  THEM  NOW  ? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  Only  $1    (new  subscribers  only) 
Just  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-2A,  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 
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448th  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 
Consecutively  Paid 
For  Over  105  Years 

A  quarterly  dividend  of  fifty 
cents  (50tf)  a  share  will 
be  paid  March  14,  1973, 
to  stockholders  of  record 
February  9,  1973. 

SAMUEL  B.  CASEY,  JR. 
President 

Divisions 

Transportation  Equipment 

Pullman-Standard 

Trailmobile 

Engineering  /  Construction 

The  M.  W.  Kellogg  Company 

Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Trailor,  SA.  (France) 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
F.  C.  Torkelson  Company 
Mahon  Industrial  Corporation 


Technician's 
Perspective 

ByJohnW.Schu/z 


The  Logic  Of 
Being  Bullish 


In  late  1968  and  early  1969  the 
Federal  Reserve  repeatedly  said  that 
it  was  going  to  squeeze  inflationary 
expectations  out  of  the  economy  and 
out  of  the  stock  market.  At  the  time, 
that  struck  me  as  the  best  reason  in 
the  world  to  get  bearish.  No  similarly 
explicit  deflationary  warnings  have 
lately  issued  from  the  Fed.  Instead, 
the  nation's  central  bank  seems  em- 
barked on  a  policy,  designed  with 
support  from  the  Administration's  fis- 
cal policy,  to  keep  inflationary  expec- 
tations from  reviving  and  thus,  at  the 
same  time,  to  smooth  the  economy's 
transition  from  a  steep  cyclical  recov- 
ery rate  to  a  more  moderate,  but 
sustainable,  long-term  growth  rate. 

This  effort  obviously  has  produced 
a  good  deal  of  nervousness  among  in- 
vestors; but  inasmuch  as  it  is  anti-in- 
flationary rather  than  outright  defla- 
tionary, and  because  I  suspect  it  has 
a  better  than  even  chance  of  succeed- 
ing, I  think  that  it  is  intrinsically  long- 
term  bullish  for  common  stocks.  If 
I'm  right  in  this  view,  then  the 
"crunch"  fears  underlying  the  stock 
market's  retreat  from  the  early-Jan- 
uary recovery  highs  were  thoroughly 
unwarranted  and  thus  set  the  stage 
for  a  new  buying  opportunity. 

In  any  case,  as  I  pointed  out  here 
on  Dec.  1,  1972,  it  seems  likely  that 
the  Dow  this  year  will  earn  $72-$75 
"per  share,"  and  I  still  can't  see  why 
its  multiple  should  fall  under  13, 
which  would  imply  support  near 
—probably  above— 950. 

Of  course,  while  it  can  provide 
useful  benchmarks  and  set  the  tone 
for  the  stock  market's  overall  climate, 
the  Dow  doesn't  tell  the  whole  story. 
Late  last  month,  with  the  average 
near  1000,  about  two-thirds  of  all 
NYSE  common  stocks  with  some  sig- 
nificant degree  of  earning  power  were 
selling  at  below-average  P/Es.  The 
median  earnings  multiple  for  this 
group  was,  I  found,  about  lOM— with 
roughly  as  many  stocks  trading  at 
multiples  ranging  from  11  to  15  as 
at  multiples  between  5  and  10. 

For  the  most  part,  these  multiples 

Mr.  Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.  Inc. 


apply  to  earnings  reported  for  the  12 
months  ended  September  1972.  Be- 
cause earnings  for  the  12  months 
through  December  1972  are  higher, 
the  median  multiple  for  this  majority 
of  common  stocks  can  be  adjusted 
downward  to  a  little  under  10.  And  if 
one  assumes,  as  I  do,  that  calendar 
1973  corporate  aftertax  earnings  will 
be  up  about  15%  year-to-year,  the  ma- 
jority median  multiple  drops  to  about 
8)2.  That,  I  submit,  is  scarcely  an  ex- 
travagant valuation  of  this  1973-1974 
profits  outlook. 

What  intrigues  me  is  that  this  sort 
of  valuation  has  prevailed  in  the  past 
when,  as  now,  investors  were  unaware 
of,  or  unwilling  to  anticipate,  an 
emerging  period  of  long-term  growth 
in  business  activity  and  corporate 
earnings.  They  were  preoccupied 
mainly  with  cyclical  risks,  which  call 
for  relatively  low  multiples  when  earn- 
ings are  (cyclically)  rising.  More  spe- 
cifically, I  am  thinking  of  the  period 
1947-49,  when  few  investors  dared 
dream  of  the  sustained  earnings  up- 
trend ahead,  and  when  the  Dow- 
then  quite  representative  of  the  mar- 
ket at  large— traced  out  wide  swings 
within  a  virtually  flat  trading  range, 
with  earnings  multiples  roughly  be- 
tween 7  and  10. 

Focus  on  Earnings 

Today,  a  broadbased  price  index 
like  the  Value  Line  Investment  Sur- 
vey's 1400-stock  composite  is  far  more 
representative  of  the  majority  stock 
price  movement  than  the  Dow  (see 
Forbes,  Dec.  15,  1972).  And  the  VL 
composite's  performance  for  the  past 
two  years  has  been  remarkably  simi- 
lar to  the  Dow's  1947-49  trad- 
ing range,  which  proved  to  be  the 
base  for  a  vigorous,  sweeping  bull 
market.  This  similarity  is  relevant  if 
the  monetary  and  fiscal  policies, 
which,  as  noted  above,  have  thrown  a 
scare  into  the  market,  do  succeed  in 
promoting  a  sustained  long-term  up- 
trend in  business  and  earnings,  in- 
stead of  producing  another  cyclical 
contraction  later  this  year  or  in  1974. 

If,  in  other  words,  these  policies 
work— again,  I  suspect  they  will  work 
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reasonably  well— the  majority  stock 
price  movement,  as  mirrored  by  the 
VL  composite,  should  sooner  or  later 
break  out  through  the  top  of  its  1971- 
72  trading  range  and  recover  much  of 
the  ground  lost  since  1968  (the  VL 
composite  stands  some  40%  under  its 
1968  bull-market  high).  The  lever 
for  such  an  advance  would  be  pro- 
vided by  a  new  willingness  among  in- 
vestors to  focus  on  prospects  of  long- 
er-term earnings  gains  rather  than  on 
cyclical  risks,  a  shift  of  emphasis  that 
should  call  for  higher  multiples  ap- 
plied to  rising  profits. 

When  this  shift  might  occur  is  any- 
body's guess.  But  meanwhile  it  is  at 
least  possible  to  argue  that  the  recent 
crunch  fears,  unwarranted  as  I  think 
they  were,  ought  to  subside  before  too 
long.  They  were  touched  off  in  the 
first  place  largely  by  a  late- 
1972  speed-up  in  the  rate  of  money 
growth  substantially  beyond  the  Fed- 
eral Reserve's  policy  target.  This 
bulge,  which  may  have  been  a  fluke, 
was  well  on  the  way  to  being  reduced 
by  mid-January,  so  it  is  possible  that 
the  need  for  monetary  restraint  is  al- 
ready, or  soon  will  be,  past  its  peak. 

Stronger  Markets  Ahead 

There  is  also  reason  to  think  that 
the  rate  of  economic  expansion,  which 
became  quite  steamy  during  the  past 
few  months,  will  naturally  begin  to 
slow  somewhat  during  this  year's  sec- 
ond quarter  and  progressively  more 
during  the  second  half  (to  a  pace 
which,  it  is  hoped,  can  be  reasonably 
well  sustained  during  most  or  all  of 
1974).  If  so,  and  especially  if  fiscal 
policy  is  kept  conservative,  the  Fed- 
eral Reserve  could  be  expected  to  ap- 
ply the  monetary  brakes  with  a  gen- 
tler touch  during  most  of  1973.  With 
corporate  earnings  all  but  certain  to 
keep  rising  all  year  and  probably  well 
into  the  next,  this  would  not  be  a  like- 
ly setting  for  a  bear  market. 

From  this  viewpoint,  too,  the  stock 
market's  setback  since  early  January 
should  end  in  the  upper  900s  of  the 
Dow.  Ideally,  by  technical  standards, 
it  was  going  to  meet  solid  support 
near  Dow  975,  where  it  would  re- 
trace just  about  one-third  of  the  ad- 
vance from  the  Dow's  November 
1971  low  (791)  to  the  January  1973 
high  (1067),  a  technically  "normal" 
correction.  (Of  course,  the  Dow  is 
nowadays  so  highly  leveraged  and  vol- 
atile that  one  should  allow  for  a  fair- 
ly wide  margin  of  error  in  making 
such  projections. )  Once  the  correction 
is  over,  I  would  look  for  a  new  base 
to  unfold  and  for  stronger  markets 
come  spring  and  summer.   ■ 


Mr.  Oechsle's  column  will  be  in  the 
Mar.  15  issue. 


How  to  place  your  portfolio 

under  investment  management 

starting  with  as  little  as  $5,000 

Here  are  the  five  simple  steps  you  take  to  place  your  portfolio  under 
The  Danforth  Associates  Investment  Management: 


1.  Send  for  our  42-page  booklet 
describing  this  tested  plan.  There  is 
no  obligation.  No  one  will  call  you. 
We  serve  clients  in  at  least  64 
countries  solely  by  correspondence. 

2.  Study  our  procedures.  See  how 
we  will  try  to  help  your  capital 
grow  by  carefully  supervising  your 
investments  in  leading  common 
stocks.  Compare  the  15-year  "Per- 
formance Record"  of  all  funds  we 
have  managed. 

3.  Tell  us  the  amount  of  money  in 
cash  or  security  values  you  want 
us  to  manage,  how  you  want  divi- 
dends and  fees  handled,  and  the 
data  we  need  on  your  financial  plans. 

4.  Open  your  own  brokerage  ac- 
count with  a  large  NYSE  Member 
Firm  which  has  a  special  office 


serving  only  Danforth  clients.  Give 
them  limited  power  to  accept  in- 
structions from  us  —  with  transac- 
tions in  your  name  only. 

5.  From  this  point  on,  our  analysts 
will  make  decisions  to  try  to  help 
your  capital  grow.  As  in  any  selec- 
tion of  investments,  losses  do  and 
will  occur,  but  you  will  know  their 
decisions  promptly.  You  receive 
monthly  accountings  and  quarterly 
evaluations.  You  can  withdraw  at 
any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  su- 
pervising portfolios  starting  with 
from  $5,000  to  $50,000.  To  take 
your  first  step  now,  simply  write 
"send  booklet"  with  your  name 
and  address  and  mail  to  Dept.X-39. 


the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  02181 

^— ^—  Investment  Management  •  Incorporated  1936  -— — 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 

Name 

Address 

Citv                                            State 
7ip  Cnrip 

NO  LOAD 
NO  SALES 
COMMISSION 

NO  REDEMPTION 
FEES 


a  no-load  mutual  fund 
founded  in  1955 


Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 


j  Energy  Fund  Dept.  F 

!  120  Broadway,  N.Y.C.  10005  (212)  233-5900 
I 

|  Address- 

I  City 


Please  send  free  prospectus  and  other  material. 
Name 


.State. 


-Zip. 
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PETROLEUM  OUTLOOK 

EXPLORES  THESE  TIMELY  TOPICS 

•  33  Oil  &  Gas  Growth  Companies. 

•  Outlook  for  the  petroleum  industry  in 
1973. 

•  Big   spenders    at    Louisiana    offshore 
lease  sale. 

•  Mountain    Fuel    Supply's    Wyoming 
discovery. 

•  Hughes  Tool— An  active  new  issue. 

•  Offshore  discoveries  around  the  globe. 

•  BP  unloads  Mideast  properties. 

•  Cigol    Ltd— A   new   exploration    com- 
pany. 

•  Clinton  Oil  &  LVO  plot  merger. 

•  Liquid  hydrogen,  fuel  of  the  future? 


JOHN  S.  HEROLD,  INC. 
Greenwich,  Conn.  06830 

Please  send  Petroleum  Outlook. 

□  12  mos.  $45.  □  3  mos.  $15 

□  Payment  Enclosed  □  Bill  me 

Name 


Street. 
City_ 


.State. 


.Zip. 


NO   LOAD 

MUTUAL 

FUNDS! 

The  unique,  copyrighted  FUNDICATOR  Service 
provides  unbiased  performance  information  on 
447  MUTUAL  FUNDS,  including  a  SPECIAL  SEC- 
TION on  124  NO  LOAD  FUNDS,  with  BEST  PER- 
FORMING NO  LOAD  FUNDS  IDENTIFIED. 
Service  includes: 

•  Unique,  monthly  Performance/Rankings  Re- 
port on  447  funds,  including  124  NO  LOAD 
funds,  onalysis  of  fund  performances,  and 
recommended   investment  strategies. 

•  Unique  CHART  System. 

•  GUIDE  on  174  NO  LOAD  funds. 

•  Addresses  on  635  funds.  FREE,  with  subscrip- 
tion: Current  report  and  binder. 

ONLY  $18  FOR  ONE  YEAR.  2  WEEK  MONEY 
BACK  GUARANTEE.  SEND  CHECK  TO:  FUNDICA- 
TOR, INC.,  DEPT.  F-2,  P.O.  BOX  AA,  Denville, 
N.J.  07834.  Reg.  S.E.C. 


PHFOCMANCt  /  RANKINGS  o<  MUTUU  FUNDS 


For  people 


about!  golf 


Tw»  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L.  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
(305)  821-1150. 

Miami  hakes  Inn 
&  Country  Club 


A  Cyclical 
Performance  Group 


Inflation  sickness  and  soft-dollar 
malaise  are  gripping  the  securities 
markets  these  late  winter  months.  In 
my  thesis  for  agribusiness  as  an  in- 
vestment performance  group  (  Forbes, 
Feb.  1),  I  tried  to  make  the  point 
that  it  is  to  everyone's  best  interest 
(government,  consumer  and  farmer) 
to  encourage  intensive  cultivation  of 
existing  farmland  and  to  place  addi- 
tional acreage  under  the  plow.  Food 
price  increases  are  high  on  the  ladder 
of  inflation-producing  elements,  while 
food  and  fiber  exports  are  an  impor- 
tant element  in  reducing  the  U.S.  bal- 
ance-of-trade  deficit. 

Another  thesis  is  taking  shape  as  the 
standard  forecasts  of  December-Jan- 
uary are  already  being  consigned  to 
the  shredders.  Fears  of  rising  interest 
rates  and  expanded  inflationary  expec- 
tations may  find  their  expression  over 
the  next  several  quarters  in  the  long- 
expected  upsurge  in  business  invest- 
ment and  a  developing  boom  for  the 
manufacturers  of  capital  equipment. 
Here's  how  the  concept  works.  Busi- 
ness activity  this  year  is  off  to  a  faster 
start  than  the  experts  expected  when 
they  put  their  predictions  together 
during  last  fall's  forecasting  season. 
Consumer  buying  was  strong  all  last 
year  but,  even  so,  exceeded  expecta- 
ions  in  December  and  has  spilled  over 
uncharacteristically  through  January 
and  early  February.  Consumers  are 
spending  more  enthusiastically  than 
forecasters  thought  they  would.  The 
hot  retail  pace  has  prevented  busi- 
nessmen from  building  up  inventories, 
thus  delaying  a  powerful  expansion- 
ary thrust  to  economic  activity  into 
the  immediate  future. 

More  germane  to  our  thesis,  the  in- 
crease in  short-term  interest  rates 
and  the  introduction  of  Phase  3,  which 
may  be  a  loosely  policed  Phase  2 
on  the  honor  system,  are  combining 
to  cause  corporate  decision-makers  to 
speed  up  their  plans  for  ordering  ma- 
chinery and  equipment.  What  is  the 
wisdom  in  delaying  the  ordering  of 
a  piece  of  new  equipment  until  it's 
really  needed  (say,  a  year  from  now) 

Mr.   Stovall   is  a   vice   president  of  the   NYSE  firm 
of  Reynolds  Securities  Inc. 


if  the  signs  are  that  the  cost  of  bor- 
rowing the  money  to  buy  it  will  be 
up  0.5%  or  more,  the  price  of  the 
unit  will  be  up  4%  to  8%  and  the  un- 
filled" order  backlogs  will  have  grown 
so  that  the  waiting  time  will  be 
lengthened? 

A  Three-Year  Up  Cycle? 

As  with  agribusiness,  investors  in 
capital  goods  companies  should  con- 
vince themselves  that  they  are  looking 
at  a  possible  two-  to  three-year  up- 
sweep in  the  business  cycle  and  not 
just  another  short-term  blip  on  an  un- 
impressive demand  curve  line.  Be- 
cause of  the  prolonged  order  drought, 
pre- 1972,  a  strong  order  pattern  and 
fattening  backlogs  may  take  another 
year  or  more  to  move  the  machinery 
manufacturers  to  capacity  operations 
and  record  earnings.  Following  help- 
ful currency  revaluations,  capital 
goods  producers  with  overseas  opera- 
tions are  noticing  some  improvement 
in  foreign  orders.  Some  foreign  econ- 
omies are  perking  up.  Initial  orders 
from  the  Communist  bloc  are  adding 
to  the  order  thrust.  All  over  the  world, 
capital  goods  ordering  is  a  function 
of  the  customer's  needs  for  capacity 
and  his  ability  to  successfully  place 
his  products  with  consumers. 

I  have  a  diversified  capital  goods 
favorite  which  was  only  marginally 
profitable  in  1971  but  whose  earnings 
have  been  on  the  upgrade  since  tin- 
first  quarter  of  1972.  (See  table  below 
for  representative  machinery  stocks.) 
Its  several  product  lines  promise  to 
inject  new  growth  into  a  basic  cycxj 
cal  formulation.  Sinidstraiid  ('<>;/) 
(27)  has  grown  from  a  small  Rock- 
ford,  111.  machine  shop  almost  70 
years  ago  to  a  $300-million  world 
wide    sales    level,    a    multidivisiona] 

Inflation-Hedge  Stocks 

Earn.  Per  Share       Ind. 
Company  1973E       1972E       Div. 

Cincinnati  Milacron  $1.50  $0.50  $1.40 

Kearney  &  Trecker*  0.45        1.70d       — 

Leesona  1.55        1.00  0.40 

Sundstrand  2.25        1.10  0.80 

Warner  &  Swasey  2.40         1.35  1.00 

White  Consolidated  2.35        2.10  0.40 

"Fiscal  year  ends  S«pt.  30.  d-deficil 
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manufacturing  and  marketing  organi- 
zation serving  the  aerospace,  machin- 
ery and  industrial  markets. 

Sundstrand's  total"  corporate  back- 
log was  up  about  75%  late  in  1972. 
Aerospace  backlog  was  ahead  roughly 
85%,  while  the  machine  tool  backlog 
level  increased  by  some  50%.  Machine 
tools  have  not  been  contributing  to 
profits,  but  are  expected  to  pass  the 
break-even  point  in  mid- 1973  or  there- 
abouts. This  will  help  impart  the  cy- 
clical snap  to  earnings,  perhaps  making 
possible  a  doubling  in  per-share  net 
in  1973  over  the  $1.10  per  share  esti- 
mate for  1972.  If  the  Sundstrand  Re- 
sponded a  unique  concept  in  the  truck 
transmission  business,  becomes  the 
dominant  factor  in  the  heavy  duty 
truck  vehicle  market  in  the  1970s  as 
its  constant  speed  drive  has  long  been 
in  the  aircraft  business,  the  stock 
could  well  find  itself  back  in  growth 
portfolios. 

Into  the  Profits  Column 

The  textile  machinery  business,  well 
known  for  its  feast  or  famine  tenden- 
cies, is  emerging  from  its  own  red  ink 
bath.  Leesona  Corp.  (17)  develops, 
manufactures  and  markets  textile  and 
plastics  machinery.  It  also  licenses  in- 
ternationally energy-conversion  tech- 
nology involving  fuel  cells  and  bat- 
•  teries.  About  60%  of  the  volume  is  in- 
ternational, with  manufacturing  facil- 
ities in  Japan  and  the  United  Kingdom, 
as  well  as  the  U.S.  where  most  of  the 
product  development  work  is  done. 

A  new  professional  management  in 
its  third  year  at  Leesona  used  the 
1970-71  worldwide  recession  in  capi- 
tal goods  to  shrink  the  product  line 
and  increase  efficiency.  Slow  business 
plus    write-offs    produced    a    loss    in 

1971.  New  orders  have  been  increas- 
ing each  month  since  September  1971. 
Sales  volume  last  year  is  estimated  at 
about  $64  million.  Aided  by  a  recent 
acquisition  in  plastics  machinery,  1973 
sales  are  estimated  at  near  $80  million. 

Earnings  have  shown  gains  over  the 
like  quarter  of  the  previous  vear  since 
March  1972.  The  December  1972 
quarter  probably  produced  the  best 
sales  and  earnings  of  the  year,  bring- 
ing 1972  net  per  share  to  approximate- 
ly $1.  This  year,  assuming  a  30%-40% 
tax  rate  because  of  the  heavy  foreign 
involvement,  Leesona  should  be  able 
to  increase  its  net  profit  margin  sig- 
nificantly over  the  2.8%  assumed  for 

1972.  At  a  3.5%  margin,  Leesona 
would  earn  approximately  $1.55  per 
share  on  an  $80-million  volume,  4% 
would  produce  $1.75,  and  a  4.5% 
margin  would  produce  $2.  Net  mar- 
gins were  4.7%  in  1969  and  6.4%  in 
1968  when  textile  machinery  royalties 
were  substantially  higher  than  they 
are  currently.   ■ 
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T.  J.  Holt  Now  Forecasts: 

DOW  BELOW  600 

•  What  are  the  FACTS  behind  this  projection? 

•  How  can  you  protect  and  build  capital  now? 


First,  you  should  know  that  Holt  had 
predicted  the  Dow  dropping  below  700 
in  1972,  which  simply  didn't  happen. 
Although  two  out  of  every  three  stocks 
did  indeed  decline  since  last  spring,  the 
popular  averages  moved  up. 
Is  Holt's  new  and  unhedged  prediction 
that  the  Dow  Jones  Industrial  Average 
will  go  below  600  in  1973  just  plain 
stubbornness  by  the  man  whom  Busi- 
ness Week — in  a  feature  article 
(1/13/73)  discussing  his  market  rea- 
soning— called  "Superbear  of  the 
Year?" 

Can  You  Afford  To 
Ignore  These  Symptoms? 

Holt's  carefully  documented  position  is 
that  the  very  factors  which  "postponed" 
a  general  market  drop  in  1972  will 
bring  on  an  all-the-more  momentous 
downfall  in  1973.  For  example: 

►  The  estimated  $12  billion  increase 
in  securities  debt  during  1972  (the  bulk 
of  it  new  debt  taken  on  by  margin  buy- 
ers) was  by  far  the  greatest  one-year 
increase  in  Wall  Street  history.  Big 
debt-buildup  (as  in  1967-68  and  in 
1928-29)  is  inevitably  followed  by  big 
debt-liquidation  (as  in  1969  and  in 
1929-32.).  Thus  a  major  market  prop 
in  1972  could  turn  into  a  massive  drag 
in  1973. 

^  Pension  Funds — by  far  the  biggest 
institutional  buyers  of  stock — plowed 
more  money  into  stocks  last  year  than 
they  took  in.  By  zeroing  in  on  a  rela- 
tively few  institutional  "favorites,"  they 
helped  drive  earnings  multiples  of  se- 
lected issues  up  to  levels  that  put  1929 
to  shame.  In  so  doing,  these  funds 
drained  their  cash  reserves  down  to  less 
than  1%  of  assets.  How  far  off  can  an 
institutional  "reversal"  be? 

At  Least 

Know  The  Facts 

The  foregoing  are  but  two  of  a  large  ar- 
ray of  compelling  factors  which  Holt 
brings  to  light  and  carefully  documents 
in  his  comprehensive  Predictions  for 
1973.  In  addition  to  his  "Dow  Below 
600"  projection.  Holt  also  sets  forth  his 
straight-out  forecasts  for  gold  and  silver 
prices,   international   monetary   devel- 


opments, interest  rates,  glamor  stocks, 
bond  prices  and  corporate  earnings. 

You  do  not,  of  course,  have  to  agree 
with  Holt's  conclusions.  But  you  owe 
it  to  yourself — urgently,  we  think — to 
know  the  facts  on  which  he  bases  his 
conclusions.  Then  decide  for  yourself. 

now,  the  GOOD  NEWS 

If — after  reviewing  the  evidence — you 
decide  it  would  be  saner  and  safer  to 
"bet"  with  Holt  than  against  him,  then 
you  may  want  to  take  immediate  steps 
not  only  to  protect  your  capital,  but 
also  to  take  advantage  of  the  large  profit 
potentials  which  Holt  sees  emerging  in 
the  current  market  situation. 
Therefore,  we  will  send  you  both  the 
Predictions  for  1973,  outlined  above, 
and  Holt's  complete  12-Step  Strategy 
for  Effective  Bear-Market  Investing — 
as  a  bonus  with  your  2-month  introduc- 
tory trial  (new  readers  only)  to  The 
Holt  Investment  Advisory. 
Your  Guest  Subscription — which  will 
bring  you  Holt's  specific  investment 
recommendations  to  put  this  strategy 
to  work — comes  to  you  at  the  special 
rate  of  $10  (regularly  $20).  Use  the 
coupon  today. 


T.  J.  Holt  &  Company,  inc 

277  Park  Ave., 

New  York,  N.Y.  10017 


i 


□  Please  send  me  Holt's  Predictions  for  1973, 
plus  Bear  Market  Strategy  Guide,  as  a 
bonus  with  my  2-month  Guest  Subscription 
to  The  Holt  Investment  Advisory.  My  $10 
is  enclosed. 

□  Send  me  a  FREE  copy  of  your  24-page 
brochure  on  Strategic  Money  Management 
for  accounts  of  $10,000  or  more. 


Name- 


Address. 
City 


State- 


-Zip- 


Not  assignable  without  your  consent. 
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GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 
William  Blair  &  Company 

For  GIS  prospectus 
mail  coupon  or  phone  (312)  346-4830 


Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LsSille  St.,  Chicago,  IL  60603 


Name- 


Address 


City. 


.State- 


-Zip. 
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Increase  in 

Common  Stock 

Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  January  18,  1973, 
declared  a  regular  quarterly  divi- 
dend of  fifty -four  cents  (54c)  per 
share  on  the  Corporation's  Common 
Stock.  This  dividend,  which  repre- 
sents an  increase  of  2  cents  per 
share  over  the  quarterly  rate  paid 
in  1972,  is  payable  February  28, 
1973  to  stockholders  of  record 
January  31,  1973. 

LEROY     J.     SCHEUERMAN 

Secretary  and  Treasurer 

Central  and  South  West 
Corporation 

Wilmington,  Delaware  19899 


f ' 

Trends 

&  Tangents 

(Continued  from  page  10) 

raise  the  total  energy  commit- 
ment" because  of  the  considerable 
amounts  of  energy  needed  for  the 
separation  and  sorting  processes. 

Good  News  Department 

Cheer  up,  everything's  going  to 
be  okay  in  100  years.  That's  the 
word  from  Herman  Kahn,  director 
of  the  Hudson  Institute  and  author 
of  On  Thermonuclear  War.  Kahn 
says  his  think  tank  recently  com- 
pleted a  six-month  study  on  "Pros- 
pects of  Mankind"  and  finds  the 
doomsayers  are  all  wrong.  Tech- 
nology exists  to  solve  every  prob- 
lem—hunger, disease,  pollution  and 
so  on.  And  by  the  end  of  the  21st 
century  the  entire  world  will 
be  rich— a  per-capita  income  of 
$10,000  and  a  world  economy  of 
$400  trillion.  Just  one  slight  prob- 
lem, says  Kahn:  "We  can  expect  a 
temporary  hump  of  troubles"  be- 
fore reaching  this  rich  new  world. 


FOREIGN 


Thai  Greener  Grass 

This  will  be  the  year  of  multi- 
national company  growth,  accord- 
ing to  a  survey  of  1,300  major 
U.S.  corporations.  Current  planning 
indicates  that  about  one-third  of 
all  1973  company  acquisitions  will 
be  made  overseas,  largely  because 
of  the  historically  high  (upward 
of  20%)  return  on  investment.  And 
overseas  corporations  may  be  look- 
ing for  greener  pastures,  too.  Al- 
most unanimously,  the  U.S.  execu- 
tives polled  anticipate  that  foreign 
firms  will  be  taking  over  more  com- 
panies here  than  in  the  past. 

The  Ambassador  of  Michigan? 

The  State  of  Michigan's  Depart- 
ment of  Commerce  has  opened  a 
European  Common  Market  office 
in  Brussels  to  promote  trade  and 
investment  between  the  Wolverine 
State  and  Europe.  This  is  the 
fourth  such  embassy  that  has  been 
opened  by  a  U.S.  state  in  the  Bel- 
gian capital,  where  the  Common 
Market  is  headquartered.  Illinois, 
New  York  and  Virginia,  and  a 
couple  of  municipal  port  authori- 
ties as  well,  already  maintain  of- 
fices  there.  ■ 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22VH  per  share 
on  the  outstanding  Common  Stock, 
payable  on  March  1,  1973,  to  stock- 
holders of  record  on  February  9, 1973. 
The  transfer  books  will  not  close. 
January  25,  1973 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS  NATIONAL  DISTILLERS  PRODUCTS  CO. 
U  S  INDUSTRIAL  CHEMICALS  CO 
BRIDGEPORT  BRASS  CO 
ALMAOEN  VINEYARDS.  INC 
TEXTILE 


DIVIDEND  NOTICE 

Almost  755,000  owners  of 
Exxon  Corporation  will  share  in 
the  earnings  of  the  Company  by 
a  dividend  of  95<  per  share  de- 
clared January  31, 1973  and  pay- 
able March  10, 1973  to  sharehold- 
ers of  record  February  9,  1973. 

1973  is  the  91st  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

E^ON  CORPORATION 


the  man 
you  want 

to  succeed 

reads 

Forbes 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by 

JOHN  W.  SCHULZ 

a  senior  Vice-President  of  this  firm 


A 


ABRAHAM  &CO.INC 

Members  New  York  Slock  Eichingt.  Inc. 

and  other  leading  Enchingn 

l?0  Broadway,  New  York.  N   Y.  10005 
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READERS  SAY 


(Continued  from  page  14) 

importation   of  millions   more  barrels  of 

oil  in  the  face  of  a  very  real  energy  crisis? 

—James  C.  Hamilton  Jr. 

Richmond,  Va. 

The  question  of  removing  lead  from 
gasoline  had  nothing  to  do  with  the  story. 
The  question  is  whether  Ethyl  should 
hold  cash  when  it  is  faced  with  a  com- 
pelling need  to  diversify— Ed. 

Who'll  Win  in  '76 

Sir:  Now  it's  my  turn  to  predict  the 
market  for  1973!  ( "Who  Takes  The  Pres- 
idential Oath  Four  Years  From  Now?" 
Fact  &  Comment,  Jan.  15. ) 

—Edward  M.  Kennedy 

United  States  Senate 

Washington,  D.C. 

Sir:  I  am  an  admirer  of  Mr.  Agnew. 
But  I  fully  agree  with  you  that  he  will 
get  the  nomination  and  lose  the  election 
to  Mr.  Kennedy. 

—Robert  Miller 
Washington,  D.C. 

Sir:  What  would  you  think  of  Henry 
Kissinger  as  the  Republican  candidate 
in  76? 

—Jean  C.  Basnett 

Williamsville,  N.Y. 

Sir:  Recalling  how  many  of  our  White 
House  families,  early  and  late,  are  inter- 
twined by  marriage,  I  would  have  con- 
fidence in  Tricia  Nixon's  husband,  Ed- 
ward Cox,  for  President. 

—Gertrude  McStravick 
White  Sulphur  Springs,  Mont. 

Sir:  The  Republican  nominee  will  be 
Connally  who  will  face  off  against  Ken- 
nedy—and Connally  will  win  by  a  larger 
margin  than  Nixon  did  over  McGovern. 

— J.B.  Craven 

President, 

Mutual  Savings  &  Loan  Assoc. 

Lexington,  N.C. 

SrR:  In  1976,  it  will  be  Percy  and 
Petersen,  and  they'll  win. 

—Nicholas  G.  Polydoris 
Kenilworth,  111. 

Sir:  Felt  dejected  when  I  read  your 
Kennedy  piece.  Felt  much  better  when 
I  turned  the  page  and  read:  "Don't 
Worry/As  has  been  oft  observed,  most 
of  the  things  we  worry/most  about  don't 
happen. /So— /Don't." 

—Albert  L.  Goeppinger 
Escondido,  Calif. 

Sir:  I  sur*e  hope  that  second  thought 
is  right. 

—Bruce  F.  Olson 

Chairman  &  CEO, 

Sundstrand  Corp. 

Rockford,  111. 

Sir:    Does   your  "crystal   ball   tell   you 


INVESTMENT 
MANAGEMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for 
possible  capital  appreciation  for  investors 
who  appreciate  the  risks  and  rewards  of  a 
securities  portfolio.  You  own  the  stocks  — 
the  account  is  in  your  name  with  your  broker. 
But  we  give  all  the  buying  and  selling  orders. 
We  have  a  full-time  staff  of  experienced 
market  analysts  and  research  people.  If  this 
makes  sense  to  you,  give  us  permission  to 
send  you  our  booklet  "Personal  Investment 
Management"  by  Spear  &  Staff. 


SPEAR&STAFF.INC 

Investment  Management  Division  Dept    MF215 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
your  investment  management  brochure. 

Name 

Add  ress — 


.State- 


.Zip. 


My  broker  is 

Confidentially,  my  account  would  amount  to  about  $. 
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GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  off  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 
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This  may  be 
your  last  chance 
to  get  up  off 
your  big  fat 
complacency. 


Maybe  you've  heard  this  before.  But  think  it 
over  for  a  moment,  anyhow. 

You're  probably  just  as  worried  as  everyone 
else  about  what's  happening  here  in  town.  And  you 
feel  frustrated,  because  you  don't  know  what  you 
can  do  to  help. 

Try  this.  Pick  out  one  of  our  United  Way 
agencies.  Go  to  it.  Go  out  into  the  field  with  its 
workers.  See  for  yourself  the  very  real  needs  of 
the  people  it  serves.  The  new  and  growing  urgency 
of  their  problems. 

Take  a  good  hard  look  at  the  new  things  that 
the  agency  is  doing  to  solve  these  problems.  The 
new  approaches.  The  new  programs.  The  new 
money  they  take. 

Then,  when  you  pledge  your  Fair  Share,  you're 
bound  to  make  it  bigger.  You  will 
remember  the  faces  and  voices  of 
those  you  are  helping.  You  will 
know  what  must  be  done. 

If  you  don't  do  it,  it  won't 
get  done. 


advertising  contributed   *| 
for  the  public  good 
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how  much  of  his  first  term  Mr.  Kennedy 
will  serve? 

—Harry  McLachlan  Jr. 
Danbury,  Conn. 

Sir:  His  only  real  ability  seems  to  be 
in  the  area  of  water  and  other  sports 
(swimming  from  an  island  to  the  main- 
land at  night). 

—J.  Francis  Whitehead 
Warwick,  R.I. 

Sir:  I  hope  you  are  wrong  about  Lov- 
er-boy becoming  President  in  1976. 

— J.D.  Hutchinson 
Denver,  Colo. 

Sir:  ...  a  Barabbas. 

— Raulin  E.  Gillette 
Ft.  Wayne,  Ind. 

Sir:  Cancel  my  subscription. 

—James  Pessagno 
Corpus  Christi,  Tex. 

Sir:  Cancel  my  subscription. 

—Herman  D.  Haas 
Pittsburgh,  Pa. 

Champion  Numbers 

Sir:  You  inadvertently  left  out  Cham- 
pion Home  Builders,  which  qualifies  for 
listing  in  your  survey  with  over  $200- 
million  sales.  Our  five-year  average  re- 
turn on  equity  was  44.2%  and  the  latest 
12  months,  64.3%.  Our  five-year  earnings 
per-share  growth  rate  was  62.1%;  our  five- 
year  sales  growth  rate,  40%.  Champion 
would  have  been  near  the  top  in  both 
your  profitability  and  growth  listings. 

—Joseph  J.  Morris 

Executive  Vice  President, 

Champion  Home  Builders 

Dryden,  Mich. 

Sir:  There  were  errors  in  some  of  die 
figures  for  our  company. 

—Bernard  Edison 

President, 

Edison  Bros.  Stores,  Inc. 

St.  Louis,  Mo. 

The  five-year  return  on  equity  was 
15.2%;  rank  in  industry,  13;  overall,  159. 
Five-year  annual  sales  growth,  9.9%;  rank 
in  industry,  21;  overall,  330.  Five-year 
annual  earnings  per-share  growth,  3.4%; 
rank  in  industry,  26;  overall,  392— Ed. 

Sir:  You  have  Squibb  Corp.  as  having 
a  22.2%  five-year  annual  earnings  growth 
rate.  In  reality,  Squibb  had  an  8.2% 
annual  growth  rate  in  earnings  per  share 
There  has  also  been  a  mistake  in  your 
earnings  growth  rate  for  General  Electric, 
which  should  have  been  7.3%,  not  13.4%. 
— Edwahd  R.  Hagopian 
Chester,  Pa 

GE's  five-year  return  on  ei/nity  should 
also  have  been  14.8%  and  its  latest  12- 
month  return  on  equity,  IS. 1 7c.  SqtUbb's 
five-year  return  on  etfuity  should  luu<- 
been  15.5%  and  on  capital,   12.5%     In 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


He  that  can  take  rest  is   greater 
than  he  that  can  take  cities. 

—Benjamin  Franklin 


George  Washington,  as  a  boy,  was 
ignorant  of  the  commonest  accom- 
plishments of  youth.  He  could  not 
even  lie.  —Mark  Twain 


When   I   go   to  bed,   I   leave  my 
troubles  in  my  clothes. 

—Dutch  Proverb 


There  is  no  escape  into  that  soli- 
tude in  which  a  man  can  determine 
what  is  right  and  good  for  him  rather 
than  how  others  rate  him. 

— Marya  Mannes 


If  you  sleep  till  noon,  you  have  no 
right  to  complain  that  the  days  are 
short.  —Thomas  Fuller 


Never  bear  more  than  one  kind  of 
trouble  at  a  time.  Some  people  bear 
three— all  they  have  had,  all  they  have 
now  and  all  they  expect  to  have. 

—Edward  Everett  Hale 


Man  must  be  arched  and  but- 
tressed from  within,  else  the  temple 
will  crumble  to  dust. 

—Marcus  Aurelius 


That  which  renders  life  burdensome 
to  us,  generally  arises  from  the  abuse 
of  it.  —Jean- Jacques  Rousseau 


Woe  unto  them  that  are  tired  of 
everything,  for  everything  will  certain- 
ly be  tired  of  them. 

—Gilbert  K.  Chesterton 


Pleasure,  when  it  is  a  man's  chief 
purpose,  disappoints  itself;  and  the 
constant  application  to  it  palls  the 
faculty  of  enjoying  it. 

—Richard  Steele 


We  must  not  sit  down  and  wait  for 
miracles.  Up  and  be  going! 

—John  Eliot 


There  is  perhaps  no  solitary  sensa- 
tion so  exquisite  as  that  of  slumber- 
ing on  the  grass  or  hay,  shaded  from 
the  hot  sun  by  a  tree,  with  the  con- 
sciousness of  a  fresh  but  light  air 
running  through  the  wide  atmosphere, 
and  the  sky  stretching  far  overhead 
upon  all  sides.  —Leigh  Hunt 


The  occupation  most  becoming  to 
a  civilized  man  is  to  do  nothing. 

— Theophile  Gautier 


B.  C.  FORBES 

Vacations  are  useful.  In  these 
modern,  high-pressure  days, 
busy  men  of  affairs  may  require 
a  winter  as  well  as  a  summer 
vacation.  But  vacations  can  be 
overdone.  Play,  taken  in  proper 
doses,  fits  a  man  for  more  and 
better  work.  But  too  much  play 
will  play  the  deuce  with  any 
enterprise.  While  you  play,  re- 
member that  your  competitors 
are  energetically  at  work. 


But  make  not  more  business  neces- 
sary than  is  so;  and  rather  lessen  than 
augment  work  for  thyself. 

—William  Penn 


Leisure  is  pain;  take  off  our  char- 
iot wheels;  how  heavily  we  drag  the 
load  of  life!  —Edward  Young 


Certainly  work  is  not  always  re- 
quired of  a  man.  There  is  such  a 
thing  as  a  sacred  idleness— the  cul- 
tivation of  which  is  now  fearfully  ne- 
glected. —George  Macdonald 


There  comes  forever  something  be- 
tween us  and  what  we  deem  our  hap- 
piness. —Byron 


Idleness   is  the   burial   of  a  living 
man.  —Jeremy  Taylor 


Imagination    is    as   good   as    many 
voyages— and  how  much  cheaper. 

—George  Curtis 


Sleep  is  not  always  an  unmixed 
blessing.  It  brings  relief  to  the  nerves 
and  strength  to  the  body,  but  it  also 
brings  cold  sanity  to  shatter  the  flimsy 
emotional  structures  of  the  night  be- 
fore. —Eric  Ambler 


Afore  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 

now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text 


Sent  in  by  Marion  B.  Posson, 
East  Harwich,  Mass.  What's  your 
favorite  text?  The  Forbes  Scrap 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


//  any  man's  work  abide  which  he 
hath  bruit  thereupon,  he  shall  receive 
a  reward.  —I  Corinthians  3:1  I 
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Breaking  Out 
of  the  Red 
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Will  everyone 

who  thinks 

auto  insurance 

costs  too  much 

please  stand  up? 


America  needs  action  on  No-Fault 

Now's  your  chance  to  be  heard.  State  legislatures 
are  convening  and  they're  the  ones  who  decide  the 
kind  of  auto  insurance  you  live  with.  Many  have 
already  scheduled  discussions  of  No-Fault  laws. 


What's  No-Fault?  Simple.  Accident  settlements 
are  based  on  loss  instead  of  blame.  Your  insurance 
company  pays  your  actual  medical  costs,  lost 
wages  and  property  damage.  The  other  driver's 
company  pays  his.  It's  fast  and  fair.  Lawsuits  to 
decide  fault  are  eliminated.  So  money  is  saved. 


It  works,  too.  For  example,  a  No-Fault  law  be- 
came effective  in  Massachusetts  in  1971.  The  first 
year  alone  saved  car  owners  more  than  $61 ,000,000 
on  the  cost  of  their  auto  insurance. 


You'd  expect  an  idea  this  good  would  spread  fast, 
but  only  a  few  states  have  done  anything  about 
it.  Where  the  law  is  strong  and  eliminates  most 
lawsuits,  insurance  costs  have  come  down.  When 
the  law  doesn't  reduce  lawsuits,  little  is  saved. 
Most  states  have  not  acted  at  all. 


LIFE  Si  CASUALTY 


So  now's  the  time  to  ask  for  action  in  your  state. 
You  can  urge  a  strong  law  that  reduces  insurance 
costs  and  returns  more  of  your  premium  dollar  in 
benefits  to  you.  And  when  that  kind  of  law  is  pro- 
posed, you'll  find  iEtna  supporting  it  every  way 
we  can. 

You  get  action 


with  /Etna 


Roadmap  for  anyone  worried 
about  the  future  of  America 


Along  the  roads  at  the  outskirts  of  almost  every  American  city,  are  little 
buildings  in  which  the  future  of  this  country  is  being  shaped. 

Little  machine  shops,  small  parts  makers,  pattern  shops,  minute  chemical 
plants  and  foundries  and  a  score  of  others.  Hardest  working  man  in  the  place 
is  the  owner,  who  took  his  life's  savings  and  driving  ambition,  and  set  out 
on  what  he  knew  would  be  a  long  and  rocky  road. 

Many  of  these  little  companies  will  fail,  but  they  will  be  replaced  by  others 
because  that  is  the  American  way  —  the  hope  of  profit  if  you  work  hard 
enough,  and  the  desire  to  build  something  to  be  proud  of. 

As  the  successful  ones  grow,  they  will  hire  more  and  more  men  and  women, 
and  plow  profits  back  into  better  equipment  that  will  help  them  grow  faster. 
That  is  the  way  jobs  and  futures  have  been  and  are  created  in  America,  and 
it  will  continue  only  as  long  as  the  opportunity  for  profit  is  not  destroyed  in 
this  nation.  ^/A/Pa 

If  you  are  a  big  company,  why  don't  you  go  out  of  your  way  to  buy  iEQm  "w£ 

these  little  companies?  They  need  the  encouragement,  and  America  ne€ae  „  » 
their  courage.  ^?3 


Numerically  controlled  Warner  &  Swasey  turret  lathes 
like  this  SC-15  produce  a  wide  range  of  jobs  at 
substantially  faster  rates. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 
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ilVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


There  are  basically  three  ways 
to  rent  a  car. 


Only  one  makes  sense. 


Whether  you 
wait  around  a  rent 
a  car  counter  while 
a  person  fills  out  a 
form,  or  whether  you 
wait  around  while  a 
machine  does  it,  makes 
very  little  difference. 

You  still  have 
to  wait. 

At  Hertz,  we 
have  a  way  you  don't 
have  to  wait  for  a 
form  to  be  filled  out 
at  all. 

It's  called  Number 
One  Club,  and  here's 
how  it  works. 

Just  apply  at  any 
Hertz  counter  and 
we'll  send  you  a  free 
membership  card. 
Or  call  us  toll  free  at 
(800)  654-3131. 

Then,  once  you're 
a  member,  whenever 
you  call  to  reserve  a 
quiet  Ford  or  other 
car  from  us  anywhere 
in  the  country,  your 
rent  a  car  form  will 
be  filled  out  in  advance. 

So  when  you  get 
to  the  counter,  all  you 
have  to  do  is  show  your 
license  and  charge  card, 
sign  your  name,  and  go. 

Join  Hertz 
Number  One  Club. 

Why  wait  for  rent 
a  car  forms,  when  you 
can  have  rent  a  car 
forms  waiting  for  you? 


You  wait  for  someone  to  fill  out  a  form. 


You  wait  for  some  machine  to  fill  out  a  form. 


You  don't  wait  for  anything.  The  form  is  already  filled  out. 

Hertz  #1  Club 
It's  the  little  things 
that  make  us  big. 


©HERTZ  SYSTEM,  INC.,  1973 
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The  Incredible 

Shrinking 

Machine 


The  Xerox  7000  reduction  duplicator. 

The  only  machine  that  can  make  crisp, 
clear  copies  on  ordinary  paper  and  shrink 
them  at  the  same  time. 

It  can  take  a  document  as  large  as 
14  x  18,  copy  it  and  shrink  it  to  a  handy 
8V2XII  at  a  copy  a  second. 

Or  still  make  size  for  size  copies.  All  at 
the  push  of  a  button. 

The  space  it  saves  in  filing  is  amazing. 

The  money  it  saves  on  postage  is 
astonishing. 


XEROX®  and  7000  are  trademarks  of  XEROX  CORPORATION. 


The  Xerox  7000. 

Much  more  than  a  copier.  More  than  a 
duplicator. 
Incredible. 


Xerox.  The  duplicating,  computer 
systems,  education,  telecommunications, 
micrographics,  copier  company. 

And  to  think  you  knew  us  when. 

XEROX 


When  you 
think  safety, 

think 
Crouse-Hinds. 


Everybody  thinks  safety  these  days— consumers,  industrialists,  unions 
and  investors.  They  think  safety  because  new  federal  regulations  gov- 
erning industrial  safety  are  more  stringent  than  ever.  This  calls  for  a 
bigger  than  ever  investment  in  safety  systems  and  equipment  — the 
kind  Crouse-Hinds  makes.  Crouse-Hinds  is  a  worldwide  producer 
and  distributor  of  electrical  equipment  for  hazardous  and  adverse 
environments,  outdoor  and  airport  lighting,  and  traffic  control  sys- 
tems. For  marketing  data  on  Crouse-Hinds'  growing  share  of  this 
growing  market,  write  to  the  Marketing  Director,  Crouse-Hinds, 
Syracuse,  N.  Y.  1 320 1 .  You'll  discover  why  more  and  more  people 
who  think  safety,  think  Crouse-Hinds. 
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Lines 


Filling  in  the  Gap 

The  reporting  for  "Fable  for  Our  Times,"  the  lead  article  in  this  issue, 
started  in  the  overheated  Records  Room  of  the  Interstate  Commerce 
Commission  in  Washington.  Forbes  editors  were  aware  that  much  had 
been  written  about  how  the  Chicago  &  North  Western  Railway  had 
been  turned  over  to  its  employees.  We  were  not,  however,  quite 
satisfied  with  what  we  read;  there  seemed  to  be  gaps  in  the  reporting. 
From  the  ICC,  Forbes'  James  Flanigan  moved  on  to  Chicago  where 
he  interviewed  executives  of  the  railroad  and  of  the  unions— as  well  as 
dues-paying  union  men.  In  Chicago  and  back  in  New  York,  he  inter- 
viewed business  associates  of  Ren  Heineman.  His  story  begins  on  page 
21.  After  reading  it,  we  think  you  will  understand  why  Forbes 
brands  this  case  of  employee  ownership  a  fable. 


Or.  James  O.  Baird,  president,  Oklahoma  Christian  College; 
MSF;  Dr.  J.  Terry  Johnson,  vice  president,  OCC. 

Forbes' Forbes  Doctored  Up 

At  the  honors  convocation  of  Oklahoma  Christian  College  last 
month  Forbes'  editor-in-chief,  Malcolm  S.  Forbes,  was  awarded  the 
honorary  degree  of  Doctor  of  Laws  by  College  President  Dr.  James  O. 
Raird.  The  accompanying  citation  observed,  "In  recognition  of  your 
outstanding  contributions  to  the  field  of  journalism  evidenced  by  your 
distinguished  career  as  the  editor-in-chief  of  one  of  the  nation's  most 
respected  and  influential  business  publications; 

"In  recognition  of  your  ability  to  direct  the  affairs  of  one  of  the 
country's  leading  corporations  and  still  have  time  and  energy  to  devote 
to  the  advancement  of  your  fellowman." 

In  addressing  the  college's  1,100  undergraduates,  Mr.  Forbes  re- 
marked that  they  would  "only  be  of  maximum  credit  to  their  college 
and  themselves  if  on  graduation  they  knew  what  they  wanted  to  do 
with  their  fives  and  had  enough  courage  and  sense  to  do  that— and 
not  what  others  thought  they  should  do."  At  a  noon  luncheon, 
Forbes'  president  was  presented  with  the  keys  of  the  city  by  Oklahoma 
City's  energetic  and  attractive  Mayor,  Mrs.  Patience  Latting,  and 
spoke  to  the  community  leaders  on  the  importance  of  the  "extremists 
among  us,  Right  and  Left— they  invariably  self-destruct,  but  not  before 
they  jolt  complacency  and  unjustified  assumptions  and  presumptions 
that  so  often  set  in  among  all  of  us."  In  the  evening  "Dr."  Forbes 
addressed  the  Economic  Club  of  Oklahoma  City  on  the  business  out- 
look ("good"). 

He  was  accompanied  by  his  wife  and  two  sons,  Steve  (Malcolm 
Jr.)  and  Christopher,  and  Steve's  wife.  "I'd  brought  them  along 
hoping  to  impress  them.  Rut  a  week  later  son  Tim  returned  from 
college  and  said,  'Pop,  the  family  grapevine  reports  you  were  long- 
winded  in  Oklahoma  last  week.'  "  ■ 


America's  fastest  growing  telephone  system. 

We  are  concentrated  in  communities  all  over  America  where 
there's  room  to  grow.  And  we  concentrate  on  giving  our  customers  more 
service  for  their  money.  That  makes  everybody  happy,  including  our  investors. 

Want  to  read  a  success  story?  Write  for  our  Annual  Report. 
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Continental  Telephone  Corporation 

Dulles  International  Airport,  Chantilly.  Va.  22021 
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Trends 

&  Tangents 


BUSINESS 


Less  Mobile 

The  banks  may  be  adding  to  the 
current  slowdown  in  mobile  home 
sales.  Back  when  they  were  still 
called  trailers,  bankers  fought  with 
each  other  to  finance  them.  Ma- 
turities were  agreeably  short  (three 
years),  like  auto  loans,  and  interest 
rates  were  higher.  But  as  the  in- 
dustry grew,  maturities  stretched 
out  to  ten  years,  locking  bankers 
into  fixed  interest  rates  for  longer 
periods  and  leaving  them  vulner- 
able to  periodic  upswings  in  mon- 
ey costs.  Also,  many  marginal  deal- 
ers went  into  mobile  homes,  with 
bank-financed  inventories.  Now, 
with  sales  slowing,  dealer  failures 
are  high.  Outlook:  greater  reluc- 
tance by  bankers  to  finance  both 
dealer  inventories  and  customer 
purchases. 

Let' s  Play  House 

If  you  need  any  proof  about  the 
increase  in  those  so-called  "mar- 
riageless  families,"  the  U.S.  Census 
Bureau  will  gladly  oblige.  In  re- 
cently released  statistics,  Census 
reports  that  the  number  of  people 
living  alone  or  with  persons  who 
are  non-relatives  is  growing  at  a 
pace  nearly  four  times  greater  than 
the  increase  in  standard  family 
households.  In  1960,  there  were 
7.9  million  households  maintained 
by  what  Census  calls  unrelated  per- 
sons. By  1972,  that  number  had 
grown  to  13.5  million  out  of  66.7 
million  total  households. 

Colgate's  Irish  Spring 

Colgate-Palmolive,  which  recent- 
ly announced  record  sales  and 
earnings  for  1972,  seems  to  have 
a  strong  contender  in  the  bar  soap 
sweepstakes  in  its  Irish  Spring  de- 
odorant soap.  Irish  Spring  has  cap- 
tured an  estimated  6%  of  the  bar 
soap  market  in  less  than  a  year, 
putting  it  even  with  Procter  & 
Gamble's  eight-year-old  Safeguard, 
which  was  third  in  the  deodorant 
category  behind  Armour's  Dial  and 
P&G's  Zest.  Colgate,  which  has 
been  looking  for  a  strong  bar  soap 
contender  since  Palmolive  Gold 
flopped,  is  reportedly  encouraged, 
and  the  competitors  concerned,  by 
the  way  Irish  Spring  held  on  to  its 
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market  share  after  the  heavy  in- 
troductory spending  was  cut  back 
to  normal  levels. 

Top  Tires  Types 

This  year  for  the  first  time,  U.S. 
motorists  are  expected  to  buy  more 
belted  auto  tires  than  conventional 
ones,  in  the  course  of  spending  a 
record  $5.2  billion  on  new  re- 
placement tires  for  their  cars.  Good- 
year Tire  &  Rubber  Co.  economists 
predict  that  belted  tires  of  both 
radial  and  bias-belted  construction 
will  fill  54%  of  this  total  market. 
Sales  of  radial  tires  alone,  most  of 
which  carry  a  40,000-mile  guaran- 
tee, will  jump  50%  in  1973  to  12% 
of  the  market,  while  the  bias-belted 
type  will  grow  to  42%. 


WASHINGTON 


Pointed  Ruling 

The  U.S.  Internal  Revenue  Ser- 
vice has  ruled  recently  that  acu- 
puncture—the traditional  Chinese 
use  of  needles  inserted  in  the  body 
for  therapeutic  purposes— is  a  legit- 
imate medical  cure.  Now,  money 
spent  for  such  treatment  can  qual- 
ify as  deductible  medical  expenses. 
Now  all  you  need  is  a  U.S.  doctor 
who  knows  how  to  do  it.  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager. 
FORBES,  60  Fifth  Avenue, 
New  York.  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Screws. 


Modern  technology  has 
changed  the  world  of  small 
threaded  fasteners.  Our 
Southern  Screw  Division, 
forexample,  makes  two  new 
types,  Rolok™and  Plasti-Lok™ 
for  high-vibration  metal 
and  plastic  applications. 
In  all,  Southern  Screw  keeps 
overtwo  billion  fasteners 
in  stock  for  a  variety  of 
industrial  uses. 

This  is  one  of  the  many 
ways  in  which  our  world- 
wide operations  meet  the 
needs  of  modern  industry, 
supplying  a  wide  variety  of 
metals, fabricated  materials, 
chemicals  anc  services. 
Want  to  know  more  about 
us?  Send foryourcopy of 
our  latest  Annual  Report. 
Write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 
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The  Budd  Company  has  over  $670  milluj 
firms  on  5  continents.  Not  bad  for  a  brai 


sales  and  affiliations  with  36  different 
jw  company,  right?" 


Number  two  in  a  series  of  interviews  with  Gilbert  F.  Richards, 
President  and  Chief  Executive  Officer  of  The  Budd  Company. 


Not  too  long  ago,  we  brought  you  up-to-date 
on  a  lot  of  new  things  that  are  going  on  at  The 
Budd  Company. 

In  fact,  we  told  you  (only  slightly  tongue-in- 
cheek)  that  we  were  a  "new"  company. 

The  reaction  was  interesting.  And  predictable. 

People  knew  us.  That's  true.  But  nobody  knew 
too  much  about  what  we  have  been  doing 
recently.  How  we  have  changed.  How  we  have 
taken  the  company  apart  and  put  it  back  together 
again.  And  especially,  how  we  made  it  work. 

We  simply  took  a  long,  hard  look  at  ourselves. 
We  eliminated  the  weaknesses  and  areas  that 
showed  no  potential — even  some  of  our  projects 
— and  went  to  our  strengths. 

Our  biggest  strength,  of  course,  has  always  been 
making  automotive  and  truck  body  components 
and  parts — frames,  wheels,  disc  brake  castings 
and  components,  hoods,  rear  decks,  prototype 
stampings,  fenders,  roofs,  doors — practically 
everything  but  the  engine.  A  major  plus  is  our 
wide  range  of  stampings — from  the  smallest  intri- 
cate progressive  high-volume  stampings  to  large 
high-surface  exterior  panels.  We  make  them  for 
all  of  the  major  truck  and  automobile  manufac- 
turers in  North  America  and  license  our  knowl- 
edge to  most  of  them  abroad. 

In  addition,  two  Budd  Latin  American  com- 
panies, AMSA  in  Mexico  and  Armetal  in  Argen- 
tina, provide  the  same  services  we  do  here.  And 
one  of  our  product  lines,  wheels,  is  exported 
through  two  hundred  overseas  distributors  to  55 
countries  around  the  world.  That's  why  we  are 
the  largest  independent  supplier  of  body  com- 
ponents in  the  world. 

Another  is  our  railway  activity.  Domestically, 
we  are  profitably  booked — in  those  specialties 
where  we  built  our  reputation — through  1974. 
We  plan  to  stay  in  this  business  as  long  as  it's 
profitable. 

And  internationally,  our  French  affiliate,  Carel 
Fouche  Languepin,  continues  to  be  a  major  sup- 
plier to  the  French  National  Railway  with  crack 
trains  like  the  Mistral.  And  in  Japan,  Australia, 


Portugal  and  Brazil  our  railway  expertise  con- 
tinues to  be  drawn  upon. 

We're  also  strong  in  plastics,  both  at  home  and 
abroad.  Our  Duralastic  subsidiary  makes  exterior 
and  interior  parts,  both  large  and  small,  from  a 
variety  of  plastic  compounds  for  the  major  U.S. 
automobile  manufacturers  and  the  growing  office 
equipment  market.  And  our  French  subsidiary, 
Drouet-Diamond,  is  a  leading  supplier  of  indus- 
trial plastics  for  the  European  Common  Market. 
They  supply  laminated  plastics,  insulating  ma- 
terials, copper-clad  sheets  and  other  products 
which  are  used  in  telephones,  radios,  television 
sets  and  computers.  (Ferrozell,  our  German  com- 
pany, makes  similar  products.) 

Another  strength  is  heating  products.  The  J.  B. 
Carter  Company  in  Canada  is  a  Budd  Company. 
Carter  is  Canada's  leading  producer  of  automo- 
tive cold-weather  starting  devices  and  radiator 
cores  for  the  replacement  market. 

If  you've  gotten  the  impression  that  a  big  Budd 
strength  is  our  international  operation,  you're 
absolutely  right. 

So  that's  what  we're  doing.  And  you  know,  it's 
kind  of  exciting  when  it  all  comes  together.  That's 
precisely  where  we  find  ourselves  today. 

We're  trim  and  lean.  Costs  are  behaving  them- 
selves and  profits  are  finding  a  permanent  home 
here.  The  trend  has  been  turned  up  and  it's 
looking  good. 

So  if  anyone  asks  you  to  name  one  of  the 
newest,  movingest,  busiest  companies  around,  tell 
them  one  of  the  oldest — The  Budd  Company. 

Want  to  know  more?  Wi'te  for  our  new  bro- 
chure: "Wherever  You  Look  You  See  Budd". 


rue 


COMPANY 

2155  W.  Big  Beaver  Road 
Troy,  Michigan  48084 


Consolidated  net  earnings  for  1972  were  $14,801,000  before 
an  extraordinary  credit,  as  compared  with  $4,810,000  for 
1971.  After  provision  for  dividends  on  outstanding  preferred 
shares,  this  was  equal  to  $2.18  per  common  share  in  1972 
as  against  69  cents  per  share  in  1971. 


How  IU  adapts  itself 
to  the  environment. 


IU  has  a  growing  stake  in  the 
environmental  market  With 
operations  that  reclaim  and  recycle 
industrial  wastes;  provide  water 
sen'ices  in  18  states;  develop  land 
and  resort  facilities  in  Hawaii. 

And  with  breakthroughs  like  our 
new  Poz-O-Tec  process  that  converts 


sludge  and  power  plant  fly  ash  into 
paving  material,  the  future  looks 
more  rewarding  than  ever. 

For  a  copy  of  "Meet  the  Men 
Who  Manage  IU,"  and  our  latest 
financial  report,  write  IU  Corporate 
Affairs,  1500  Walnut  Street, 
Philadelphia,  Pennsylvania  19102. 
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International 


DIVERSIFIED  IN  WORLDWIDE  ENERGY,  TRANSPORTATION/ DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Not  just  another  hotel  in  San  Francisco. 
But  a  Knott  Hotel. 

Our  hotels  are  a  friendly,  personable  environ- 
ment of  "guest  awareness"— we  cater  to 
you.  Gracious  suites,  spacious  rooms  and 
special  executive  services.  Plus  fine  restau- 
rants, bars  and  entertainment  you'll  really 
like.  After  all,  Knott  Hotels  have  practiced 
the  art  of  innkeeping  since  1889.  Try  us. 

SAN  FRANCISCO 
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THE  KNOTT  HOTELS: 
CHICAGO,  Opening  August,  1973 
NEW  YORK/SAN  FRANCISCO 
TORONTO,  CANADA /LONDON,  ENGLAND 
BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 


For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 


READERS  SAY 


Three  Points 

Sir:  I  should  like  to  raise  three  points 
in  connection  with  your  recent  article 
"Oh  Canada!"  (Feb.  1).  The  article 
states  that  I  have  "moved  Inco's  head- 
quarters to  Toronto."  International  Nickel 
has  executive  offices  both  in  Toronto  and 
New  York.  While  it  is  true  that  certain 
*  corporate  functions  have  recently  been 
relocated  in  Toronto,  many  were  already 
located  there  when  I  was  appointed 
chief  officer  last  April.  Others  remain  in 
New  York.  Secondly,  I  must  take  issue 
with  the  use  of  the  word  "fired"  in  con- 
nection with  a  cost-cutting  program 
started  in  1971.  The  reduction  in  em- 
ployment was  accomplished  largely 
through  attrition.  Finally,  I  am  quoted 
as  stating  that  Inco  sees  nickel  consump- 
tion "rising  5.5%  annually."  What  I  said 
was  that  we  see  an  annual  growth  rate 
of  "about  5.5  to  6%." 

—Edward  Grubb 

President  and  Chief  Officer, 

Inco 

New  York,  N.Y. 

Mad  at  Maddox 

Sir:  If  being  a  theoretical  physicist 
and  editor  of  Britain's  weekly,  Nature, 
are  "impressive  credentials,"  then  you 
are  starting  to  scrape  the  bottom  of  the 
proverbial  barrel  in  search  of  notables. 
Mr.  Maddox  ("As  I  See  It,"  Jan.  15) 
is  interesting  all  right,  but  only  because 
he  is  so  far  out  of  step  with  the  times. 

—Peter  Baker 
Bangkok,  Thailand 

Sir:  The  ecologists'  reaction  to  reason, 
to  facts,  especially  the  facts  of  the  energy 
shortage,  reminds  me  of  England's  ap- 
peasers  and  peace-at-any-pricers  during 
the  1930s.  Like  Mr.  Churchill,  Mr.  Mad- 
dox must  sometimes  feel  lonely.  I  suppose 
it  will  take  an  energy  disaster  of  Dun- 
kirk-like proportions  before  the  extremist! 
among  ecologists  are  discredited. 

—James  Miller 
Chicago,  111. 

Sir:  We  should  not  inflate  the  energy 
supply  until  we  correct  our  present  en- 
ergy usages.  We  see  40-story  buildings 
hlazingly  aglow  all  night  with  lighting 
—because  it  is  "showy."  We  should  raise 
the  price  of  gasoline  to  75  cents  a  gallon. 
This  would  bring  into  wider  use  the 
European-type  small  car  and  eliminate 
Our  behemoths. 

—Hi  i  \\  in  i  i  i  it 
Dana  Point.  ( !alii 

Good  Campaign 

Sue.  He  your  editorial  on  Goodrich'! 
ads  mentioning  Goodyear  (Feb.  15): 
When  I  lived  in  Tuscaloosa,  Ala.,  I  nev- 
er could  remember  whether  the  tire 
manufacturing  plant  there  was  Goodyeai 
or  Goodrich.  Thanks  to  Coodrich'i  cur- 
rent campaign,  I  now  have  do  trouble 
(Continued  on  page  s 
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the  world* /molle/t 
idea  machinal 


When  your  business  takes  you  out  of  the  office  your 
need  to  communicate  is  even  greater.  With  the  new 
Norelco  95  "idea  machine"  in  hand,  you  can  dictate  all 
your  ideas,  notes  and  reports  faster,  easier,  at  any  time. 
Wallet-thin,  it  easily  tucks  into  any  pocket  and  travels 
light.  Whatever  your  needs,  wherever  you  go,  the  Norelco 
95  belongs  in  your  pocket.  For  word  processing  the 
best  input  is  an  "idea  machine"  system. 


DICTATION  EQUIPMENT  •  INTERCOM  SYSTEMS 

INDUCTIVE  AND  RADIO  PAGING  SYSTEMS  •  OFFICE  COMPUTERS 


PHILIPS  BUSINESS  SYSTEMS,  INC. 
A  NORTH  AMERICAN  PHILIPS  COMPANY 


ONLY  NORELCO  GIVES  YOU  THE 
IDEA  CAPSULE 

Features  30  minutes  of  quality  voice 
recording  and  reproduction.  It  is  self- 
contained  . . .  transcribes  quickly  and  easily 
. . .  can  be  used  over  and  over  again. 
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100  East  42nd  Street,  New  York,  N.Y.  1 001 7 
Please  send  me  your  free  book  "Blueprint  for  Profits" 
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The  story  behind  Gould's  growth  from  a  $115  million  battery  company 
to  a  $500  million-plus  electrical  products  company  in  just  five  years. 
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When  times  are  good,  we  act  like  they're  bad. 


In  a  lot  of  companies,  when  sales 
growth  slows,  cost  reduction  pro- 
grams start.  Budgets  and  programs 
get  cut.  Often  at  the  expense  of  next 
year. 

At  Gould,  we  look  at  our  cost  re- 
duction program  as  a  never-ending 
process.  In  fact,  when  times  are 
good  (as  they  are  now)  we  step  it  up. 
When  you  think  about  it,  the  best 
time  to  cut  costs  is  when  business  is 
good.  When  inventories  are  easier 
to  control.  When  purchasing  econo- 
mies can  be  realized.  Our  "Big  Two" 
program  this  year  alone  will  give  us 


over  $12  million  in  reduced  costs. 

Looking  for  ways  to  reduce  costs 
in  an  upturn  puts  the  process  in 
a  productive  light,  not  a  panic.  It 
makes  cost  reduction  creative,  not 
destructive.  It  doesn't  call  for  whole- 
sale firing,  but  it  avoids  unnecessary 
hiring. 

Each  of  our  divisions  has  a  con- 
tinuing cost  reduction  program  and 
a  target.  It's  one  of  the  items  on  the 
agenda  at  every  divisional  operating 
review,  /nd  the  division  manager 
who  acts  like  times  are  bad  almost 
always  sees  times  get  better. 


We  believe  the  priority  we  place 
on  developing  management  capabil- 
ities is  largely  responsible  for  our 
growth  record.  A  record  that  shows 
earnings  per  share  increasing  at  a 
compounded  annual  rate  of  12%  for 
the  last  five  years. 

Gould  Inc.,  8550  West  Bryn  Mawr 
Avenue,  Chicago,  Illinois  60631. 

■>   GOULD 

the  proud  inventors 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


IT'S  HARD  TO  FIGURE 


what's  in  it  for  unions  when  they  drive  businesses  out  of 
business. 

"Tough"  demands,  featherbedding,  crazy  crew-change 
requirements  and  the  like  have  contributed  mightily  to  the 
bankruptcy  of  many  of  our  railroads  and  have  encouraged 
others  to  diversify  into  everything  but  rail  way- related  ac- 
tivities. By  constant  "winning"  of  nonsensical,  unaffordable 
demands,  the  rail  unions  have  lost  hundreds  of  thousands 
of  jobs  in  the  past  two  decades  and  untold  thousands  of 
others  are  in  jeopardy. 

I  was  reminded  of  this  cut-off-your-nose  approach  when 
the  Newark  News,  New  Jersey's  biggest  and  most  pres- 
tigious newspaper,  folded  last  year  after  a  lengthy  strike 
bled  the  90-year-old  daily  into  oblivion.  It  was  not  that 
long  ago  when  printing  strikes  were  instrumental  in  the 
death   of  five   New   York   City   newspapers,    eliminating 


some  several  thousand  union— and  nonunion— jobs.  And 
here  they  go  again— only  this  time  there  are  just  three 
left  to  kill. 

Every  once  in  a  rare  while  we  hear  of  a  case  where  a 
union  cooperated  with  management  to  save  a  local  plant 
from  folding  because  its  costs  had  been  driven  out  of 
competitive  range. 

As  international  trade  grows  (as  it  must  if  we  are  to 
stay  economically  healthy)  there  will  have  to  be  a  lot  more 
meeting  of  minds  and  less  clashing  of  wills  between  man- 
agement and  organized  labor. 

If  unemployment  is  to  lessen  instead  of  climb,  less  will- 
fulness and  more  willingness  to  understand  is  a  very  pres- 
ent, urgent  requisite. 

"Hard"  bargaining  that  leads  to  company  bankruptcy  is 
hardly  a  bargain. 


LIKE  COMPLAINING  ABOUT  THE  WEATHER 


Criticism  of  the  performance  of  the  U.S.  Postal  Service 
is  as  prevalent— and  productive— as  complaints  about  the 
weather.  The  sooner  Congress  permits  competitors  to 
carry  any  and  all  mail  including  first  class,  the  sooner 
the  UVS.  Postal  Service's  load  will  be  lightened,  the  sooner 
it  will  be  able  to  cope  with  its  heretofore  uncopeable 
problems. 

As  rates  soar,  so  do  the  possibilities  for  profitable 
free-enterprise  competitors. 

Just  before  the  onset  of  Christmas  cards  Out/ Christmas 
cards  In,  I  received  these  comments  from  that  peripatetic 
Sage  of  Wall  Street,  Gerald  M.  Loeb: 

"This  year,  instead  of  sending  out  Christmas  cards,  I 
sent  out  Thanksgiving  cards  and  have  been  getting  an 
unusually  large  number  back,  where  important  corpora- 
tions  have   moved,    marked    'Moved— Not    Forwardable.' 


What  has  happened  to  the  Post  Office's  Directory  Service? 

"On  a  different  note,  I  write  to  corporation  chairmen 
and  presidents  who  have  been  retired,  or  maybe  moved 
their  office  from  Boston  or  Detroit  to  New  York,  and 
their  own  mail  rooms  mark  the  envelopes  'Not  Known.' 

"What  a  world!" 

Our  experience  with  returned  Christmas  cards  ava- 
lanchely  confirms  Mr.  Loeb's  observations. 

A  number  of  this  country's  largest  corporations  and 
most  eminent  chieftains  might  be  astonished  to  discover 
that  their  companies  and  they  no  longer  exist  so  far  as  the 
U.S.  Postal  Service  is  concerned.  They  have  either  "Moved 
—Left  no  Address"  or  "Moved— Not  Forwardable"  or  have 
become  "Addressee  Unknown." 

They  may  be  doing  business  in  billions  but  the  Postal 
Service's  rubber  stamp  hasn't  got  the  word. 
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SOME  FAT  ADVICE 


After  a  dozen  days  at  sea  last  summer,  I  was  shocked 
to  discover  that  another  eight  pounds  had  been  added  to 
an  excess  in  weight.  It  scared  me  into  doing  what  multi- 
millions  of  Americans  do  from  time  to  time— diet. 

I  looked  around  for  the  easiest  one  available  and  came 
up  with  Low  Carbohydrates.  After  several  faithful  weeks, 
the  eight  pounds  eventually  went  away.  When  reporting 
this  to  my  perspicacious  spouse,  she  remarked,  "You  think 
Low  Carbohydrates  did  it.  I  have  news  for  you.  You  sim- 
ply have  been  eating  less  and  that's  the  only  thing  that 
did  it." 

When  you  consider  the  uncounted  tens  of  millions  of 
dollars  that  we  spend  annually  to  get  fat  and  to  lose  it, 


'tis  appalling.  Cookbooks  and  dieting  books  keep  most 
publishers  profitable;  doctors  wax  on  overweight  counsel- 
ing; drug  companies  pay  dividends  from  the  profits  on 
products  to  deal  with  the  results  of  excess  weight  as  well 
as  the  weight  itself;  gymnasiums  and  gimcrack  exercise 
gadgets  proliferate;  "health"  spas  spring  up  like  scales, 
and  older  men  who  should  know  better  make  personal 
sport  activities  a.  fetish* 

We  could  go  on  and  on  and  on  with  the  industries  and 
the  profitable  activities  that  result  from  people  concerned 
with  excess  pounds.  Yet  if  all  were  to  take  my  good  wife's 
advice,  think  of  the  savings! 

Eat  less  and  walk  more. 


ONASSIS  AND  I 

have  one  thing  in  common:  Dionysos,  304  East  48th  St. 


"21"   CLUB  AND  I 

very  much  miss  the  Kriendlers. 


MORE  NOTES  ON  NEW 

Barbetta-321  West  46th  St.  (Tel:  CI  6-9171).  It's  hard 
now  to  believe  that  this  once  was  one  of  New  York's 
outstanding  Italian  restaurants.  The  decor  is  about  the 
only  attractive  thing  left  and,  in  the  dining  room,  even  that 
is  dowdy.  The  lack  of  bread  caused  a  revolution  in  France; 
the  bread  here  would  be  enough  to  cause  one  in  Italy. 
Even  the  once  renowned  St.  Honore  dessert  is  but  a  taste- 
less pastiche  of  its  former  gloriousness.  Sad,  sad. 

Casino  Russe-125  East  54th  St.  (Tel:  486-1446).  I 
wanted  to  like  this  spacious  Russian  restaurant  but  only 
the  costumes  of  those  serving  the  so-so  food  supplied  any 
bright  notes. 

he  Cygne-53  East  54th  St.  (Tel:  PL  9-5941).  One  of 
the  most  quietly  civilized  and  invariably  superior  French 
restaurants  available.  In  a  handful  of  other  spots  you  can 
have  delicious  duck  in  New  York  City  but  absolutely  none 
better.  Even  such  unmenued  things  as  salad  greens  with 
Roquefort  are  memorable,  and  I  know  but  a  few  man- 
agements ;,o  constantly  attentive  to  their  appreciative  and 
ever-growing  clientele. 

San  Marco-52  West  55th  St.  (Tel:  CI  6-5340).  We 
heard  recently  that  this  northern  Italian  food  restaurant 
had  gotten  much  better  than  when  Forbes  gave  it  one 


YORK   RESTAURANTS 

star  a  couple  of  years  ago.  It  hasn't.  A  great  place  to  take 
boring  guests  though,  because  you  can  hear  with  clarity 
all  the  other  conversations  at  the  tables  jammed  nearby. 

Shun  Lee  Dynasty-900  Second  Ave.  (Tel:  PL  5-3900). 
Very  attractive  decor  and  equally  attractive  Chinese 
dishes— not  so  "hot"  as  their  famed  cousin  across  the 
street,  Hunam,  but  eminently  superior  to  most. 

he  Perigord-405  East  52nd  St.  (Tel:  PL  5-6244).  An 
attractive,  unawesome  French  restaurant  with  attractive 
unawesome  food.  The  plat  du  jour  is  usually  superior  to 
the  standard  fare.  A  solid  two  stars— but  quite  wide  of 
three.  And  have  plenty  of  time  to  waste,  because  reser- 
vations mean  little  and  service  is  often  interminable. 

Goodale's-986  Second  Ave.  (Tel:  PL  5-7317).  At  this 
fishhouse,  the  food,  the  decor,  the  art  and  the  service  de- 
serve one  another— but  you  don't. 

Nannt'«-146  East  46th  St.  (Tel:  697-4161).  This  is  a 
warm  and  delightful  bistro,  Italian  style.  It  is  somewhat 
like  sitting  down  to  an  Italian  family  dinner  in  terms  of  din, 
gusto,  enthusiasm  and  informality.  The  spaghetti  with 
meat  sauce  is  as  good  as  I've  had  in  New  York,  and  the 
veal  scallopini  with  lemon  sauce  is  outstanding.  Eighty 
percent  of  the  clientele  is  Italian,  which  speaks  for  itself. 


WHY  DO   YOU  SUPPOSE 

so  many  people  seem  to  prefer  big  lobsters  to  small 
ones.  In  addition  to  costing  much  more,  big  ones  invariably 
are  much  tougher.  They  had  to  be  to  get  big  in  their 
world— which  in  terms  of  survival  is  not  too  unlike  our  own. 


ANTIDOTE  TO /FOR  WHINERS 


7 
Wine. 


WHAT  IS   SO   RARE 

as  a  properly  ripe  avocado? 
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-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments. 


Public  Interest? 

The  public  is  very  largely  unaware 
of  how  significantly  the  regulatory 
process  may  be  influenced  by  the 
agencies'  staff  employees.  In  many  in- 
stances, these  employees,  having  act- 
ed as  adversaries  in  the  hearing  room, 
may  thereafter  be  called  upon  to  as- 
sist in  writing  the  decision.  Most  of 
the  agency  staff  people  I  have  en- 
countered are  able  and  dedicated  peo- 
ple. Nonetheless  they  share  with  the 
rest  of  us  an  ambition  to  make  a  mark 
in  this  world,  and  it  would  be  unreal- 
istic not  to  recognize  that  their  "phi- 
losophies" can  have  a  significant  im- 
pact on  the  fate  of  great  industries 
all  out  of  proportion  to  their  fame. 
A  former  commissioner  has  put  the 
matter  bluntly:  "The  power  motive," 
he  says,  "is  to  government  what  the 
profit  motive  is  to  business."  (Now 
he  tells  us! ) 

What  is  most  troubling  about  all 
of  this— the  complexity  of  the  issues 
confronting  the  regulatory  establish- 
ment and  the  obscurity  of  the  process 
by  which  those  issues  are  resolved— is 
that  decisions  are  made  that  are  de- 
clared to  be  "in  the  public  interest" 
without  the  benefit  of  that  useful  dis- 


cipline that  would  be  brought  to  bear 
were  there  in  fact  a  "public"  to  raise 
the  question  "Is  it ...  is  it  really?" 

—From  an  address  by 
John  D.  deButts,  CEO  of  AT&T. 

Cooking  &  Sex 

As  I  staggered  toward  a  taxi,  he 
stood  outside  the  restaurant  like  a 
sidewalk  orator,  declaiming  into  the 
night:  "Remember,  cooking  is  the 
only  area  where  you  can  still  in- 
vent. In  sex  we  know  all  the  posi- 
tions—it's limited.  But  in  cooking 
there  are  unexplored  regions— bitter- 
sweet, chaud-froid,  cold  goose  with 
hot  sliced  potatoes,  texture." 

—Robert  Courtine 

Absurdity 

We  would  like  to  give  our  "occa- 
sional" award  for  supreme  absurdity 
to  the  man— his  name  and  occupa- 
tion escape  us— who  paid  $9,000  for 
a  100-year-old  bottle  of  Mouton 
Rothschild  a  few  months  ago. 

When  someone  asked  what  he  in- 
tended to  do  with  the  bottle  as  the 
years  passed,  he  explained  that  it 
would  be  opened  to  celebrate  his 
daughter's  wedding.  She  is  now  three 
years  old.  He  then  was  asked  what 


would  happen  if  the  wine  turned  out 
to  be  sour,  to  which  he  is  said  to  have 
replied,  "It  will  make  one  hell  of  a 
salad  dressing." 

But  I  have  news  for  the  father  of 
the  bride.  If  that  Mouton  Rothschild 
has  gone  over  the  hill,  it  won't 
even  make  a  good  salad  dressing. 
Over-the-hill  wine  produces  over-the- 
hill  vinegar. 

One  of  our  friends  laughed  when  he 
heard  the  news.  "Drinking  that 
wine,"  he  mused,  "would  be  like  mak- 
ing love  to  a  100-year-old  woman.  She 
might  have  been  damned  good  in 
her  youth,  but . .  . 

—The  Craig  Claiborne  Journal. 

Just  Desserts 

One  day  during  lunch,  at  the  age 
of  94,  Brillat-Savarin's  sister  cried  out 
to  her  butler,  "I  fear  I  am  dying- 
bring  on  the  dessert!" 
—Robert  S.  Pirie  and  Richard  Sennett, 
New  York  Times  Book  Review. 

Labels 

You  know  what  a  conservative  is? 
That's  a  liberal  who  got  mugged  the 
night  before. 

—Frank  Rizzo,  Philadelphia 
mayor  and  former  police  chief. 


ECONOMICS   WISE,   POLITICS   FOOLISH 


Now  that  the  Federal  Reserve 
Board  is  implementing  a  tighter  mon- 
etary policy,  it  will  face  once  again 
the  thorny  problem  that  plagued  it 
in  the  mid-  and  late-Sixties:  the  fact 
that  a  more  restrictive  monetary  policy 
often  creates  dramatic  distortions  in 
credit  availability  for  important  sec- 
tors of  the  economy.  Some  sectors  of 
the  economy  are  hit  too  hard.  Others, 
initially,  too  lightly.  By  the  time  the 
Fed  has  effectively  turned  the  screws 
on  the  underimpacted  sectors,  the 
net  result  is  overkill  for  all  sectors. 
All  of  which  hardly  makes  for  orderly 
management  of  the  economy,  as  1969- 
70  made  clear. 

One  Federal  Reserve  Board  mem- 
ber who  thinks  he  has  found  the  solu- 
tion is  soft-spoken,  outspoken  An- 
drew Brimmer. 

In  a  recent  speech,  Brimmer  gave 
conclusive  evidence  that  distortions  do 
indeed  occur  when  the  Fed  applies 
the  monetary  brake  and  that  such  un- 
evenness  does  no  good  for  the  econ- 
omy. Brimmer's  thesis  is  that  "the 
mainspring  of  the  wide  fluctuations 
in  the  availability  of  credit  in  leading 
economic  sectors  is  the  behavior  of 
commercial   banks   as    they   react   to 


the  changing  requirements  of  mone- 
tary policy."  And,  he  adds,  "As  mon- 
etary conditions  swung  from  ease  to 
restraint  and  back  to  ease  in  the  last 
several  years,  commercial  banks  gen- 
erally shifted  the  supply  of  credit 
away  from  households  and  govern- 
ments and  into  the  business  sector." 

So  what  is  Brimmer's  solution? 

"A  much  more  flexible  use  of  re- 
serve requirements,"  he  answers, 
"based  on  bank  assets  as  well  as  on  a 
broader  range  of  liabilities,"  which  is 
quite  distinct  from  present  practice  of 
simply  putting  reserve  requirements 
on  deposit  liabilities. 

With  a  broadened  range  of  reserve 
requirements,  Brimmer  believes,  the 
Fed  could  cushion  "the  impact  of 
shifts  in  bank  credit  flows  on  particu- 
lar sectors  of  the  economy"  in  times 
of  monetary  stress. 

Is  Brimmer's  proposed  solution  eco- 
nomically feasible?  Yes,  he  says,  re- 
counting how  the  Fed  was  finally 
able  to  control  Eurodollar  inflows  and 
outflows  in  late  1969  through  newly 
gained  authority  to  impose  reserve 
requirements  on  them. 

In  order  to  direct  credit  in  direc- 
tions   that    "public    policy"    dictates, 


Brimmer  concludes  that,  "Congress 
should  indicate  the  priorities  to  be 
followed  and  the  degree  to  which  sec- 
tors are  to  be  favored." 

And  therein  lies  the  principal  short- 
coming of  Brimmer's  proposal— poli- 
tics. While  Brimmer's  plan  makes  eco- 
nomic sense,  it  ignores  the  fact  that 
the  Fed  is  not  immune  to  political 
pressures,  as  its  refusal  to  up  its  dis- 
count rate  before  the  election,  and  its 
well-publicized  crackdown  on  prime 
rates  after,  amply  demonstrates. 

If  politicos  do  give  the  Fed  the 
authority  to  determine  precisely  what 
sectors  of  the  economy  are  to  be  hit 
and  how  hard,  you  can  bet  that  the 
Fed  will  be  under  never-ending  pres- 
sure to  mitigate  tight-money  unpleas- 
antness for  the  sector  that  has  the 
votes— the  consumer.  It  will  be  that 
ever-available  villain,  business,  that 
will,  in  the  future,  bear  more  than  its 
share  of  the  burden,  that  will  get  over- 
clobbered,  and  for  a  longer  time. 

In  short,  given  political  realities, 
Brimmer's  proposal  could  end  up  sub- 
stituting one  set  of  disquieting  distor- 
tions for  another. 

And  that  is  not  his  intent. 

—M.S.  Forbes  Jr. 
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We're  recommending  real  estate 
investments  to  certain  of  our  customers. 
Because  land  in  fast-growing  Texas  can 
provide  substantial  yield  through  long- 
term  appreciation. 

And  First  National  Bank  in  Dallas, 
Investment  Specialists  in  the  Southwest, 
has  an  on-the-spot  perspective  of 
Southwestern  real  estate. 

First  in  Dallas  constantly  searches 
out  and  studies  emerging  growth 
opportunities:  raw  land  or  improved  land 
(with  commercial  buildings)  purchased  to 
lease;  producing  oil  and  gas  properties; 
bond  and  equity  markets  both  regionally 
and  nationally. 

First  in  Dallas  has  built  an  enviable 
record  with  conventional  fund 
investments,  too.  Ranking  among  the 
country's  best-performing  fund  managers. 

We'd  like  to  talk  with  you  about 
breaking  new  ground  for  your  pension 
fund.  And  about  our  unique  capabilities 
in  this  area.  Call  John  Depew  at  (2 1 4) 
749-47 1 6  or  Larry  Budner  at  (2 1 4) 
749-47 1 1 .  Or  write  them  at  P.O.  Box 
6031,  Dallas,  Texas  75222. 


We're  breaking 
new  ground 

for  pension  funds. 


Investment  Specialists  in  the  Southwest. 


fiist 

NATIONAL  BANK 

IN  DALLAS 


Member  I- l>l< 


NOW  LEASING  IN  DALLAS:  the  56-story  First  International  Bldg.  for  occupancy  first  quarter  1974 .  I' .  ( )  Box  603 1 ,  Dallas.  feXM 
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Fable  for  Our  Times 

There  is  a  beautiful  myth 
about  the  Chicago  &  North  Western, 
that  "employee-owned" railroad. 

The  truth,  however,  makes  a  mockery 
of  the  myth. 


There  is  a  much-publicized  railroad 
in  Chicago  that  declares  it  is  em- 
ployee-owned. The  facts  are  that  it  is 
the  old  Chicago  &  North  Western 
Railway,  and  very  few  of  its  employ- 
ees own  it.  The  executives  and  some 
union  leaders  do  own  stock  and  have 
a  pretty  fair  chance  of  becoming  rich. 
For  behind  the  new  railroad  lies  an 
ingenious  financial  scheme  and  a  very 
sorry  performance  by  union  leaders 
who  are  supposed  to  be  taking  care  of 
the  best  interests  of  their  men. 

The  man  who  conceived  the  scheme 
is  Chicago's  Ben  W.  Heineman,  a  man 
who  built  one  of  those  1960s  reputa- 
tions as  part  of  a  new  breed  of  busi- 
ness liberal.  Back  in  the  1950s  he 
was  hailed  for  bringing  the  Chicago  & 
North  Western  back  from  the  brink 
of  bankruptcy;  he  achieved  national 
publicity  as  the  man  who  made  com- 
muter trains  run  on  time— and  at  a 
profit.  Later  he  led  the  railroad  di- 
versification vogue  by  adding  two 
chemical  companies  to  CNW  in  1965. 

But  fashions  change  and  railroads, 
unfortunately,  remain  the  same  labor- 
and  capital-intensive  businesses  they 
always  were;  especially  marginal  mid- 
western  roads  like  CNW.  The  smart 
thing  to  do,  everyone  thought,  was  to 
carry  diversification  one  step  further 
by  forming  a  holding  company,  keep- 
ing newly  acquired  properties  sep- 
arate from  the  railroad.  Heineman  did 
this,  and  in  1968  he  brought  a  con- 
glomerate, Philadelphia  &  Reading, 
into  his  Northwest  Industries.  This 
gave  hin\  about  $350  million  in  rev- 
enues from  underwear  (Fruit  of  the 
Loom)  and  pipe  (Lone  Star  Steel). 

The  railroad,  with  assets  of  over 
$800  million,  revenues  of  $280  million 
and  no  profits  at  the  time,  became 
the  despised  child  of  the  first  mar- 
riage. Heineman  had  lost  his  enthu- 
siasm for  railroading.  In  1971  he 
told  an  Interstate  Commerce  Commis- 
sion hearing:  "It  became  clear  to  me 
how  disadvantageous  a  railroad  is. 
The  returns  were  so  high  from  the 
Philadelphia  &  Reading  companies, 
that  I  became  familiar  with  the  ad- 
vantage of  manufacturing  businesses." 

Heineman  wanted  Northwest  Indus- 





The  Public  Image.  Track  workers  like  these— so  implied  the  Chicago  & 

North  Western's  pitch  to  Washington  and  its  publicity— were  to  own 

the  railroad.  Only  a  relative  handful  ended  up  with  stock,  because 

little  was  done  to  educate  employees  on  the  advantages  of  stock  ownership. 


tries  to  be  quit  of  the  railroad  busi- 
ness and  what  he  regarded  as  its  drag 
on  Northwest's  price/ earnings  ratio. 
But  who  would  buy  a  railroad?  Who 
would  buy  CNW?  It  was  1969  and 
the  CNW  was  losing  money  profusely. 
The  Penn  Central  was  collapsing. 

All  Heineman  was  asking  really  was 
that  a  buyer  take  over  CNW's  whop- 
ping $400-million  debt.  The  equity 
they  could  have  for  nothing.  Of 
course,  they  would  leave  behind  with 
Heineman  a  nice  tax  shelter— $200 
million  worth.  No  takers.  So  how  did 
the  "employees"  buy  the  railroad? 

Heineman  first  of  all  wrote  down 
the  assets  of  the  CNW  by  $405  mil- 
lion—to what  was  called  realizable 
value— and  accrued  a  $200-million  tax- 
loss  carryforward  to  Northwest  In- 
dustries. Then  the  proposed  purchas- 
ers came  forward,  led  by  president- 
then  and  now— of  the  railroad,  Larry 
S.  Provo,  a  CPA  by  training  who 
had    been     working    for    Heineman 


since  1954.  They  petitioned  the  ICC 
to  let  the  railroad  pass  under  the  cor- 
porate banner  of  a  new  company  that 
would  offer  stock  in  the  railroad  to 
all  the  employees.  In  the  legal  pa- 
pers that  went  to  Washington,  the 
new  company's  name  was  Northwest 
Employees  Transportation  Co.  And 
here  the  deal  went  beyond  being 
merely  an  ingenious  financial  trans- 
action, though  it  was  indeed  that. 

It  was  a  masterpiece  of  public  and 
political  relations.  The  railroad  was 
being  sold,  it  was  said,  to  its  em- 
ployees, who  as  owners  would  be  mo- 
tivated to  do  a  more  diligent  job. 
There  was  much  talk  of  railroad  work- 
ers doing  their  work  in  small  crews. 
What  was  envisioned  in  the  plead- 
ings of  the  Provo  group  was  a  roman- 
tic scene  in  which  one  owner-track- 
walker or  yardman  would  spur  his 
comrades  on  to  greater  productivity. 
"C'mon,  lads.  It's  our  money  tied  up 
in  this  thing,"  he  would  say. 
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Furthermore,  the  railroad  was  to 
run  simply  as  a  railroad— no  chemical 
subsidiaries  to  distract  management 
or  disturb  the  pure  business  of  trans- 
portation. This  approach,  on  top  of 
the  employee-owned  pitch,  served 
two  purposes:  It  appealed  to  suspi- 
cions long  current  in  Washington  that 
il  was  the  effort  and  money  spent  on 
nontransportation  business  that  helped 
bring  Penn  Central  down. 

Success!  The  right  people  bought 
Heineman's  scheme.  Michigan's  Sen- 
ator Philip  A.  Hart  saw  an  opportuni- 
ty for  "innovation."  Indiana's  Senator 
Vance  Hartke— Chairman  of  the  Senate 
Subcommittee  on  Surface  Transpor- 
tation—and Representative  Wright 
l'atman— who  blamed  the  banks  and 
insurance  companies  for  the  sorry  state 
of  the  railroads— sent  encouraging  let- 
ters to  the  ICC.  Three  CNW  union 
leaders  sent  letters  supporting  the  pro- 
posed transaction. 

Still,  the  ICC,  smarting  from  crit- 
icism over  Penn  Central,  was  wary. 
It  feared  being  blamed  for  another 
bankruptcy,  this  one  embarrassing 
politically  if  workingmen  were  seen 
to  be  victimized.  The  ICC  held  full 
hearings;  its  own  enforcement  bureau 
attacked  the  employee  group's  opti- 
mistic financial  projections. 

If  the  chemical  subsidiaries  pro- 
vided the  difference  between  profit 
and  loss  for  the  railroad  company  in 
1967  and  1968,  how  would  the  road 
be  better  off  without  these  subsid- 
iaries? the  ICC's  men  asked.  Oh,  the 
chemical  companies  are  not  what  they 
used  to  be,  explained  both  Provo  and 
Heineman  at  the  ICC  hearing.  Velsicol 
Chemical— the  larger  of  the  two  com- 
panies, the  other  being  Michigan 
Chemical— is  in  agricultural  chemicals 
and  had  been  hurt  badly  by  the  out- 
lawing of  DDT.  The  chemical  com- 
panies were  in  the  red  in  1970,  testi- 
fied Provo.  They  were  in  the  black 
said  Heineman,  but  in  a  negative  cash 
position,  adding  that  the  railroad 
would  be  better  off  "relieved  of  the 
drag  of  the  chemical  companies." 

Change  of  Opinion 

That  was  in  1971.  Last  month,  to 
the  New  York  Society  of  Security  Ana- 
lysts, the  same  Ben  Heineman  re- 
vealed that  of  all  the  groups  now  in 
Northwest  Industries,  it  was  the 
chemical  companies  that  were  the 
brightest  stars.  Not  only  did  chemi- 
cals earn  $10.7  million  pretax  in  1972, 
but  the  outlook  for  "some  time"  was 
for  earnings  growth  compounded  at 
better  than  20%  a  year. 

Regardless  of  what  Heineman  said 
in  1971,  the  ICC  examiner  couldn't 
figure  out  how  the  new  railroad  com- 
pany was  going  to  be  viable  at  all. 
Here  was  a  group  of  men  who  pro- 


posed to  sell  a  few  million  dollars 
worth  of  stock  and  thereby  take  over 
a  railroad  and  its  $400-million  debt. 
The  debt  ratio,  the  examiner  pointed 
out,  would  be  99%.  He  wanted  to  keep 
Northwest  Industries  liable  for  the 
$400  million.  But  Heineman  said  noth- 
ing doing,  and  the  ICC  yielded. 

Anyway,  the  examiner  had  re- 
ceived no  support  from  CNW  cred- 
itors. Most  of  the  debt  is  equipment 
debt,  and  self-liquidating.  The  $85 
million  of  it  that  is  mortgage  bonds 
does  not  come  due  until  1985  and 
after.   But  were   none   of  the   bond- 


labor    organization    oppose    our    pur- 
chase of  the  CNW  before  the  ICC." 

All  the  employees  were  given  an 
offering  circular— meaning  a  prospec- 
tus, a  typically  forbidding  document 
that  said  right  out  there  in  boldface 
type  that  "these  securities  are  offered 
as  a  speculation."  Did  the  union  lead- 
ers hold  union  meetings  to  discuss  the 
terms  of  this  offer  with  their  men?  No, 
they  did  not.  They  copped  the  same 
p'lea  as  the  management  people:  that 
to  hold  any  sort  of  meeting  to  discuss 
this  stock  offering  might  put  them 
afoul  of  securities  laws.  So  they  didn't. 


Ben's  Baby.  Ben  Heineman  was  known  as  the  man  who  ran  the  commuter 
trains  on  time— and  at  a  profit.  But  that  was  a  decade  ago. 


holders  concerned?  Forbes  asked  Gay- 
lord  Freeman,  chairman  of  First  Na- 
tional Bank  of  Chicago,  who  is  a 
director  of  Northwest  Industries.  He 
replied:  "We  have  obligations  that 
could  be  defaulted.  Obviously,  we 
would  not  let  those  go  to  different  con- 
trol without  assuring  ourselves  those 
obligations  would  be  met."  Then  he 
laughed  and  added,  referring  to  the 
new  owners:  "Those  fellows  over 
there,  why,  they'll  get  rich." 

How  can  you  get  rich  owning  a 
debt-ridden  railroad?  Larry  Provo  and 
the  other  men  running  the  North 
Western  today  have  the  answer:  lim- 
ited risk  and  huge  leverage.  At  the 
CNW,  an  equity  base  of  $3.6  million 
controls  assets  of  some  $450  million. 

Who  got  the  leverage?  CNW  em- 
ployees alone  were  to  be  eligible  to 
buy  stock  in  the  new  railroad.  The 
definition  of  employee,  you  see,  was 
broad  enough  to  include  the  leaders 
of  the  employees'  unions.  In  fact,  it 
was  broad  enough  to  take  in  a  doz- 
en or  so  union  officials  having  no  di- 
rect connection  with  the  CNW— in- 
cluding the  president  of  the  Railway 
Employees  department  of  the  AFL- 
CIO  plus  the  railroad  vice  presidents 
of  half  a  dozen  other  big  unions. 

Why  all  those  union  people?  Said 
James  Wolfe,  North  Western's  vice 
president  for  labor  relations:  "We  of- 
fered the  stock  to  union  leaders  be- 
cause union  leaders  do  affect  our 
business."  Then  he  got  to  the  heart 
of  the  matter:  "We  did  not  have  one 


The  rank-and-file  employees  were  told 
to  go  seek  advice  from  a  stockbroker 
or  someone  like  that. 

Said  C.L.  Dennis,  president  of  the 
Brotherhood  of  Railway,  Airline  & 
Steamship  Clerks,  Freight  Handlers, 
Express  and  Station  Employees— 
which  represents  more  CNW  employ- 
ees than  any  other  union— "If  I  en- 
deavored to  push  anybody  into  it,  I 
could  have  been  criticized.  I  didn't 
twist  anybody's  arm.  I  notified  all  of 
my  friends.  Very  few  of  them  bought. 
Every  employee  got  one  of  these  cir- 
culars, but  I  insisted  that  nobody's 
arm  be  twisted."  Dennis  himself  took 
the  maximum  allowed:  $100,000. 

The  stock  was  offered  at  $50  a 
share.  There  are  15,900  employees  on 
the  CNW.  The  offering  opened  on 
May  5,  1972  and  closed  May  24, 
1972.  One  thousand  people  bought 
—600  supervisory  and  office  person 
nel  (the  executives  of  course)  and 
only  400  union  personnel.  So  only 
about  2.5%  of  the  actual  workingmen 
bought  stock,  and  their  total  hold- 
ings probably  don't  exceed  20tf  of  the 
72,825  outstanding  shares.  No  payroll 
purchase  plan  was  allowed.  President 
Provo  told  the  [CC  that  he  didn't 
want  employees  to  know  about  the 
possibility  of  a  payroll-deduction  plan 

until  after  the  initial  offer  because  it 
might  dissuade  them  from  putting  up 

hard  cash  for  the  stock.  A  CNW  audi 

tor  told  the  ICC  he  had  brought  up 
the  idea  of  payroll  deduction  to  ♦li- 
able  a   lot    of    men    to   buy    the   stork 
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who  didn't  have  ready  cash.  Manage- 
ment quietly  dropped  the  idea. 

Now,  less  than  a  year  later,  there 
are  plans  for  a  payroll-deduction 
stock-purchase  plan  after  all.  But  not 
at  the  original  offering  price. 

Listen  to  former  CPA  Larry  Provo 
explain  why:  "We're  going  to  wait 
until  we  get  12  months  of  operation 
behind  us.  Then  we  could  have  a  sig- 
nificant split  and  sell  some  stock. 
Probably  have  a  payroll  deduction. 
We'd  sell  after  the  split  at  the  same 
price,  $50.  You've  got  to  protect  the 
initial  purchasers."  If  that  stock  split  is 
10-for-l,  2,000-share  owner  Larry 
Provo  goes  immediately  from  a 
$100,000  investment  made  in  1972  to 
$1  million  in  paper  value  in  1973.  So 
does  union  boss  Dennis.  Provo  would 
like  to  make  that  split-and-sell  pat- 
tern an  annual  affair. 

You  think  speculation  on  a  10-for- 
1  split  is  wild?  The  railroad's  public 
relations  man,  James  Macdonald, 
mentioned  casually  that  "Provo  gave  a 
speech  recently  and  spoke  of  a  split 
of  33/3-for-l."  There  are  no  restric- 
tions on  selling  the  stock  privately 
now,  and  the  latest  confirmed  private 
sale  was  at  $300  a  share.  The  ini- 
tial purchasers  are  beginning  to  cal- 

Yesterday's  Hero  — == 

Ben  Heineman  was  always  good  with 
the  public  image  stuff.  He  tried  it 
again  last  month  at  a  luncheon  meet- 
ing of  the  New  York  Society  of  Se- 
curity Analysts.  "In  the  past,"  he  be- 
gan, "when  we  were  faced  with  what 
we  regard  as  an  undervaluation  of  our 
stock,  my  policy  has  been  to  keep 
quiet.  But  now  I  feel  I  must  depart 
from  past  practice.  .  .  ."  You  get  the 
idea;  the  man  of  loftier  persuasion 
comes  to  the  vulgar  marketplace. 

A  convenient  fiction,  of  course.  As 
far  back  as  1962  Heineman  was  com- 
plaining for  the  record— "Some  finan- 
cial people  who  analyze  this  railroad 
remind  me  of  dodoes."  Heineman  has 
long  played  the  hard-working  unortho- 
dox businessman  misunderstood  by 
those  shortsighted  fellows  in  Wall 
Street. 

The  stock  market  gives  Heineman's 
Northwest  Industries  a  price/ earnings 
ratio  of  roughly  10  times  its  diluted 
earnings  per  share.  By  Heineman's 
reckoning,  The  Street  would  be  doing 
its  proper  job  to  give  him  double  his 
projected  growth  rate,  or  a  20  times 
P/E  ratio.  Or  a  stock  price  of  around 
$50  a  share.  What  does  Heineman 
have  that  should  excite  The  Street? 

Well,  he  has  cash— $140  million  in 
cash  and  securities  plus  a  $100-million 
untouched   credit   line   at   the   bank. 


culate  their  paper  worth  over  lunch. 

Of  course,  such  happy  projections 
do  depend  on  the  railroad  earning 
money,  earning  at  least  enough  to 
keep  going  and  cover  its  debt  pay- 
ments. But  that's  just  it.  The  railroad 
is  doing  well— in  lact  exceptionally 
well,  because  of  the  midwestern  ship- 
ments of  Russian  grain  this  year. 

How  profitable  is  the  railroad? 
That's  a  matter  of  opinion.  From  its 
commencement  as  a  new  company, 
on  June  1,  1972,  it  has  reported  $16.5 
million  in  pretax  profits  for  the  first 
seven  months.  Annualized,  that  would 
work  out  to  almost  $30  million  in  the 
first  year.  That  comes  to  $400  a  share 
on  stock  that  cost  the  lucky  purchasers 
only  $50  a  share.  What  about  taxes? 
An  academic  question,  since  a  rail- 
road like  CNW  has  huge  tax  offsets. 

An  ICC  administrative  law  judge 
recommended  last  month  that  the 
North  Western  be  allowed  to  join  a 
prospective  Union  Pacific-Chicago 
Rock  Island  merger.  It  remains  to  be 
seen  whether  the  new  owners  of 
the  North  Western  are  interested.  If 
they  are  interested,  they  are  certainly 
going  to  insist  on  a  price  from  the 
Union  Pacific  that  would  take  them 
out    at    very    handsome    profits.    But 


they  may  not  be  interested  at  all. 

To  be  sure,  some  of  the  railroad's 
recent  profit  is  just  a  matter  of  book- 
keeping: depreciation  changes  bring- 
ing over  $14  million  a  year  to  "earn- 
ings," a  cash-flow  cushion  that  Heine- 
man,  Provo  and  their  bankers  knew 
all  along  would  help  to  cover  the  in- 
terest payments.  Nonetheless,  the 
railroad  needs  every  penny  it  can  get 
just  to  keep  its  track  and  equipment 
from  falling  apart.  Gerald  Maloney 
is  president  of  the  CNW's  United 
Transportation  Union  local;  he  didn't 
buy  stock  because  he  was  worried 
about  conflict  of  interest.  Said  Ma- 
loney: "You  don't  correct  ten  years' 
track  degeneration  in  one  year.  I 
doubt  it  can  be  done  in  five  years." 

What  all  this  means  is  that  the 
stockholders  can't  expect  any  divi- 
dends for  a  long  time.  In  fact,  the  road 
is  restricted  from  paying  any  for  five 
years.  But  does  that  really  matter? 
Does  it  matter,  when  they  bought  stock 
for  $50  a  share 
and  the  assets  be- 
hind each  share 
are  growing  at 
the  rate  of  $400 
per  share  per 
year— tax-free?  ■ 


But  in  seeking  acquisitions,  he  hasn't 
been  able  to  find  a  good  company 
willing  to  take  cash.  Reportedly,  some 
would  take  his  stock  in  a  merger,  but 
the  stock  is  too  low  to  trade. 

Northwest's  holdings  are  not  bad 
companies.  It  has  Buckingham  Corp., 
which  distributes  Cutty  Sark  whisky. 
Heineman  got  it  from  Schenley,  with 
a  five-year  guarantee  of  $20  million  a 
year  pretax  earnings.  (Northwest's 
own  earnings  are  shielded  from  pay- 
ing taxes  by  the  railroad  write-down 
carryforward.  See  story. ) 

Northwest  also  has  some  65%  of 
earnings  coming  from  the  old  Phila- 
delphia &  Reading  companies— Union 
Underwear  and  Lone  Star  Steel  plus 
others.  The  steel  company  supplies 
drilling  pipe  to  the  oil  industry— a 
good  business  these  days— and  the 
underwear  company  was  squeezed 
last  year  by  a  rise  in  cotton  prices. 
These  things  happen  in  business. 

Heineman  has  Velsjcol  and  Michi- 
gan Chemical  from  the  old  Chicago 
&  North  Western  company.  Velsicol  is 
in  agricultural  chemicals— a  good  busi- 
ness, but  crowded  with  giants.  And 
Michigan  Chemical— roughly  $20  mil- 
lion in  sales— has  an  a.  :i  active  line  of 
fire-retardants.  But  it  is  a  small  com- 
pany in  a  field  where  Dow  Chemical 
will  eventually  call  the  shuts. 


Take  them  all 
in  all— the  steel 
pipes,  the  chemi- 
cals and  whiskey 
and  the  under- 
wear—and North- 
west seems  to  be 
only  a  very  aver- 
age conglomerate. 
What  is  wrong 
with     that?     The  Heineman 

answer  lies  not  in  the  stars  but  in 
Heineman  himself.  In  1952  Ben  Hei- 
neman, a  successful  young  Chicago 
lawyer,  worked  for  Adlai  Stevenson. 
For  years  it  was  always  expected  that 
Heineman  would  go  into  politics.  But 
his  chance  seems  to  have  come  and 
gone  with  the  Democratic  party  of 
the  1950s  and  1960s. 

Heineman  buiL  himself  an  image. 
The  businessman  who  wasn't  a  Babbit. 
A  businessman  who  hobnobbed  not 
with  crass  types  out  on  the  golf  course, 
but  with  the  academic  crowd  at  the 
University  of  Chicago.  His  public  re- 
lations men  made  sure  the  public 
knew  about  this  image.  Part  of  Ben 
Heineman's  trouble  today  is  that  he's 
trying  to  revive  the  old  magic  with 
yesterday's  style  of  company— the  con- 
glomerate—and with  yesterday's  faded 
image.  But  however  you  slice  it,  his 
company  is  no  glamour  stock. 
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Indira  Gandhi 


A  talk  with  the  woman  a  former  U.S.  ambassador 

calls  "the  greatest  politician  I  have  ever  met" 

Her  defense  of  the  policies  that  have  enraged  her  enemies 

and  baffled  many  of  her  friends. 


Gandhi  of  India 
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If  you  think  you  have  troubles,  put 
yourself  in  the  place  of  the  chic  and 
charming  lady  pictured  at  the  left,  In- 
dira Gandhi,  53,  prime  minister  of  In- 
dia. Every  time  she  deals  with  one 
problem,  three  more  crop  up.  She  won 
an  overwhelming  75%  of  the  seats  in 
India's  parliament  in  1971  and  thus 
secured  a  stronger  hand  than  the 
leaders  of  most  democracies  have. 
But  she  won  by  promising  to  "drive 
out  poverty."  Her  intentions  are  of 
the  best,  but  her  problem  is:  Drive 
it  out  with  what?  India's  entire  gross 
national  product  wouldn't  finance  our 
Pentagon  for  nine  months.  You  can 
ascribe  that  to  the  Pentagon's  profli- 
gacy or  to  India's  poverty,  but  the  fact 
is  this:  Every  two  weeks  the  U.S.  pro- 
duces as  much  in  goods  and  services 
as  India  does  in  an  entire  year.  And  on 
this  India  feeds  550  million  people 
and  tries  to  squeeze  out  a  little  some- 
thing for  economic  growth. 

Then  there  is  the  weather.  For  two 
years  straight,  the  rains  have  failed. 
There  is  hunger  in  much  of  India 
today.  It  is  late  for  U.S.  help,  because 
most  U.S.  wheat  is  going  to  China  and 
Russia— for  cash.  The  crop  failures 
have  hurt  business  and  so  has  Mrs. 
Gandhi's  talk  of  more  socialism  in  an 
already  semisocialist  economy.  Result: 
an  industrial  recession.  Mrs.  Gandhi's 
critics  say  she  should  have  done  more 
for  agriculture.  But  they  don't  suggest 
where  she  should  get  the  money  for 
additional  fertilizer  and  irrigation.  In 
India,  the  needs  are  endless,  but  the 
means  very  sparse. 

On  top  of  this,  President  Richard 
Nixon  is  peeved  at  Mrs.  Gandhi.  Just 
when  he  was  extending  her  an  olive 
branch— and  a  new  ambassador,  Dan- 
iel Moynihan— she  sounded  off  against 
the  way  he  achieved  peace  in  Viet- 
nam. Mrs.  Gandhi's  troubles  haven't 
stifled  her  independence,  her  feel  for 
what  her  people  want  to  hear. 

It  is  one  of  the  paradoxes  of  the 
Seventies  that  many  Americans  have 
come  to  admire  Communist  China 
and  look  down  on  democratic  India. 
The  U.S.  press  is  full  of  reports  about 
China's  economic  progress,  hardwork- 
ing people  and  clean  streets.  In  all 
this  there  is  a  rather  frightening  im- 
plication: that  a  Communist  dictator- 
ship must  he  the  best  course  for  a 
backward  country. 

Before  jumping  to  this  conclusion, 
there  are  some  things  Americans  ought 
to  think  about.  In  India  yon  can  sit 
in  (lie  public  rooms  of  the  big  hoick 
and  listen  to  Indians  criticize  their 
government.  Von  can  read  in  the 
newspaper    ahont    scandals    involving 

the  government.  When  you  sec  little 
Indian     schoolchildren     sitting    CTOSS 
legged    in    village    schoolyards,    you 
know  they  arc  not  studying  the  ( ioJ« 
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lected  Thoughts  of  Indira  Gandhi. 
If  he  has  money,  an  Indian  can  go 
where  he  pleases  and  do  what  he 
pleases. 

None  of  this,  of  course,  contributes 
to  the  gross  national  product.  It  does, 
however,  help  make  life  more  worth- 
while. It  is  no  accident  that  Com- 
munism has  lost  much  of  its  former 
glamour  for  Indian  intellectuals  and 
middle  class  people:  Unlike  Ameri- 
cans, the  educated  Indians  realize 
who  paid  the  price  for  China's  pro- 
gress—not the  very  rich,  who  escaped 
to  Taiwan  or  the  U.S.,  but  the  middle 
class  and  intellectuals. 

Nor  is  the  picture  in  India  all  dis- 
mal. Where  irrigation  and  fertilizer 
have  come  in,  the  farmers  are  newly 
prosperous.  A  small  elite  segment  of 
Indian  industry  and  technology  is  very 
advanced,  even  in  such  things  as  nu- 
clear energy.  The  middle  class  is 
growing  and  reaching  out  for  things 
like  automobiles  and  refrigerators.  A 
new  class  of  ambitious  young  entre- 
preneurs is  springing  up  in  the  cities. 

In  the  25  years  since  India  achieved 
independence,  the  country  has  suf- 
fered a  good  deal,  but  it  has  rolled 
slowly  ahead.  It  has  confounded  many 
of  its  critics  by  holding  together.  In- 
dira Gandhi  represents  the  forces  that 
have  held  India  together:  To  her  po- 
litical right,  nothing  effective  remains. 
To  her  left,  only  splinters  and  ex- 
tremists. Her  India  is  not  perfect,  but 
it  works. 

In  New  Delhi  recently,  Forbes 
editor  James  Michaels  discussed  some 
of  the  issues  and  problems  with  Mrs. 
Gandhi.  Rightly  or  wrongly,  she  feels 
that  some  of  India's  ills  stem  from 
American  policy.  Quite  obviously,  she 
is  still  smarting  over  recent  U.S.  sup» 
port  for  Pakistan.  She  said: 

"For  reasons  neither  we  nor  the 
many  world  leaders  to  whom  I've 
talked  are  able  to  fathom,  there  are 
some  people  in  the  U.S.  who  think 
a  strong  and  independent  India  doesn't 
fit  into  their  global  strategy." 

Forbes:  "There  are  people  in  Wash- 
ington who  wish  India  ill?" 

"Well,  the  policy  which  has  tried 
to  balance  India  and  Pakistan  [against 
each  other]  has  given  rise  to  this  sus- 
picion. Oh,  it's  just  not  possible.  I 
mean,  India's  so  big,  and  we  never 
have  had  any  kind  of  hostile  intentions 
toward  West  Pakistan."  (Indians  re- 
gard their  victory  over  the  Pakistani 
army  last  year  as  assistance  to  the 
liberation  struggle  in  East  Bengal  rath- 
er than  as  war  with  Pakistan.) 

The  Ideas  We  Stand  For 

Mrs.  Gandhi  went  on  to  say  that 
there  was  no  real  reason  for  bad  feel- 
ing between  India  and  the  U.S.  be- 
cause there  was  no  real  conflict  of 


interests.  But  she  felt  that  U.S.  foreign 
policy  in  Asia  contradicted  the  ideals 
Indians  once  admired  in  the  U.S. 

In  foreign  policy,  Mrs.  Gandhi  has 
near-unanimous  support  at  home.  But 
India's  businessmen  are  bitter  over  her 
government's  socialism.  Already  the 
leading  banks  and  insurance  compa- 
nies have  been  nationalized,  and  in- 
creasingly, government-owned  corpo- 
rations are  going  into  competition  with 
private  concerns.  Mrs.  Gandhi  con- 
cedes these  policies  have  hurt  busi- 
ness confidence;  why  not  give  busi- 
nessmen their  heads?  Her  response  is 
also  being  heard  in  other  underde- 
veloped countries  these  days: 

"Earlier  on,  people  took  for  granted 
that  economic  growth  as  envisaged 
by  most  economists  would  by  itself 
help  the  poor  people.  Now  we  found 
that  it  hasn't.  We  found  that  industry 
had  grown,  agriculture  had  grown, 
education,  health— everything— has  in- 
creased. And  yet  the  benefits  have  not 
reached  down  to  all  the  people.  The 
problem  of  poverty  in  India  is  a  very 
old  one,  and,  obviously,  the  fruits  of 
development  can't  reach  everyone  at 
once,  and  everybody  realizes  that,  but 
at  least  the  people  must  see  that  there 
is  some  movement. 

"You  can't  avoid  change.  The  ques- 
tion only  is,  do  we  direct  it  and  chan- 
nel it  so  as  to  derive  the  least  upset? 
Or  do  we  stick  to  a  position  and  let 
events  overwhelm  us,  and  maybe  ev- 
erything will  be  destroyed,  as  such  rev- 
olutions have  done  in  other  countries. 

"Here  in  India  there  are,  well,  550 
million  people  trying  to  move  from 
one  age  to  another,  so  you  simply  can- 
not do  it  without  upset." 

Speaking  of  upset  and  of  revolution 
in  other  countries,  what  about  China? 
Her  critics  on  the  left  say  Mrs.  Gan- 
dhi is  going  too  slow.  Her  reply: 

"I  think  that  a  violent  revolution 
brings  about  change  faster,  but  it 
brings  a  lot  of  evil  as  well.  With  a 
violent  revolution  I  don't  think  the 
poor  people  would  benefit  immedi- 
ately, [but]  the  masses  of  the  peas- 
antry have  political  consciousness 
today,  and  either  we  walk  in  step 
with  them,  or  they  throw  us  off." 

India's  optimism  over  the  Green 
Revolution  has  faded.  Production  of 
food  grains— which  is  all  most  Indi- 
ans ever  get  to  eat— rose  sharply  in 
the  mid-Sixties:  74  million  metric  tons 
in  1966,  almost  100  million  tons  in 
1969-and  then  108  million  and  112 
million.  But  last  year  and  this  the 
rains  failed.  Millions  of  families  are 
near  starvation.  Many  whole  families 
are  subsisting  on  the  equivalent  of 
a  loaf  of  bread  a  week.  With  short- 
ages and  rumors  of  worse,  prices  of 
necessities  have  soared.  Throughout 
the  country,  scribbled  signs  are  begin- 


ning to  appear:  "Indira,  lower  prices 
or  get  out."  What  about  the  Green 
Revolution,  Madame  Prime  Minister? 

"The  rains  failed  this  year  in  two- 
thirds  of  the  country— as  they  did  in 
1966  and  1967.  But  even  so,  we  shall 
be  able  to  produce  more  than  100 
million  tons  of  grains,  and  if  you  com- 
pare this  with  the  50-million-  to  55- 
million-ton  level  we  had  20  years  ago, 
it  is  progress.  If  the  rains  had  been 
favorable  this  time  I  am  sure  we  would 
have  10  million  more  tons.  Earlier, 
drought  used  to  concern  most  parts 
of  India.  Now  it  has  been  confined 
to  the  really  dry  areas." 

India's  great  millstone  is  popula- 
tion. The  birthrate  has  virtually  out- 
stripped economic  growth  and  held 
per-capita  income  gains  to  almost 
nothing.  Mrs.  Gandhi's  government 
has  a  vigorous  birth-control  policy; 
every  major  village  has  an  informa- 
tion center.  Subsidies  are  paid  to  men 
who  submit  to  vasectomies. 

For  all  of  this,  India  is  gaining 
population  at  the  rate  of  12  million 
people  a  year,  1  million  a  month. 
Why  has  progress  been  so  slow? 

A  Private  Matter 

"The  government  of  India  is  one 
of  the  few  governments  of  the  world 
that  has  an  official  family-planning 
program.  Now,  this  is  not  a  program 
that  is  forced  on  anyone.  It  is  a  very 
private  question,  so  you  can  only  ed- 
ucate and  try  to  influence  and  per- 
suade. This  we're  trying  to  do. 

"Now  family  planning  is  also  linked 
with  development.  Where  you  have 
more  development— more  education— 
automatically  people  understand  the 
problem  better.  Therefore,  the  family 
planning  has  succeeded  more  in  indus- 
trial areas  or  in  the  rural  areas  round 
about  the  towns.  So  the  two  things 
have  to  go  together  [development 
and  birth  control].  ...  If  you  just  go 
and  say  don't  have  more  children,  they 
are  apt  to  resent  it,  especially  in  a 
poorer  economy.  The  children  are  a 
help.  The  older  children  look  after 
the  younger  children  and  some  look 
after  the  animals.  The  other  thing  is 
that  where  thei?  is  not  good  health 
they  thought  children  might  die,  so 
having  a  number  of  children,  some 
would  survive.  Now  if  you  have  the 
proper  inoculations  and  you  see 
there  is  no  reason  for  anyone  to  die 
...  as  a  matter  of  fact,  infant  mortali- 
ty has  been  reduced  very  much. 

"It  [the  birthrate]  has  been  reduced 
in  the  last  census  we  took.  It  has 
come  down  from  41  per  thousand  a 
decade  ago  to  37  per  thousand  now." 

A  final  question:  Are  you  optimistic 
about  progress  in  family  planning? 
With  a  weary  smile:  "No  politician 
can  afford  not  to  be  optimistic."  ■ 
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The  Saga  of  Pennsylvania  Life 

Was  the  company  good  or  bad? 
Or  was  it  only  that  thinking  made  it  so? 


For  a  decade  or  so,  smallish  ($200- 
million  assets)  Pennsylvania  Life  has 
been  plugging  along  selling  cheap  dis- 
ability-income insurance— cancellable 
"lifetime"  policies  at  $50  a  quarter- 
to  rural  shopkeepers  and  self-em- 
ployed farmers.  Revenues  have  climbed 
hand  over  fist  to  over  $95  million, 
earnings  to  $15  million.  The  same 
three  supersalesmen  are  in  charge. 
Nothing  basic  has  changed. 

Nothing,  that  is,  except  its  stock 
price.  Starting  at  under  $5  a  share  in 
1966,  the  stock  suddenly  became  very 
popular  among  institutional  investors. 
It  soared  to  $26  (or  35  times  earn- 
ings) in  1969  and  bounced  around  in 
that  price  area  for  years. 

Today  it's  selling  at  around  $7, 
only  seven  times  estimated  1972  earn- 
ings of  90  cents  per  share. 

What  happened?  Why  has  Penn 
Life  changed  overnight  from  a  "glam- 
our" stock  into  a  "problem"  stock? 
Basically,  its  mistake  was  surprising 
everyone,  even  its  investment  banker, 
about  six  months  ago  by  trying  to 
take  over  big  but  beleaguered  Na- 
tional General  (assets:  $1.1  billion) 
from  Eugene  Klein  and  the  boys 
(Forbes,  Aug.  15,  1972).  The  insti- 
tutions, which  had  stampeded  in  until 
they  reportedly  owned  around  60%  of 
Penn  Life's  22  million  shares,  stam- 
peded out  again.  • 

Remember  Fred  Carr? 

The  bull  who  led  in  the  herd  in 
the  mid-Sixties  was  Enteiprise  Fund's 
Fred  Carr,  then  the  West's  hottest 
gunslinger.  Carr  bought  100,000 
shares  in  early  1967  at  around  $7 
each.  Other  fund  managers  said:  "If 


it's  good  enough  for  Freddy.  .  .  ."  And 
the  rush  was  on.  Smith,  Barney  & 
Co.  jumped  in  and  told  its  clients  the 
stock  would  go  up.  So  its  clients  start- 
ed buying,  at  higher  and  higher 
prices.  You  might  call  it  a  self-fulfill- 
ing prophecy.  The  institutions  called 
it  performance. 

The  big  names  were  all  big  hold- 
ers: Investors  Diversified  Services, 
Dreyfus,  T.  Rowe  Price,  Putnam, 
Manufacturers  Hanover,  Chase  Man- 
hattan and  so  on. 

Flattered  by  Penn  Life's  new  high- 
flying status,  Chairman  Joe  Bain,  a 
glib  supersalesman  in  his  60s,  started 
calling  Penn  Life  another  Avon  Prod- 
ucts. Penn  Life  and  Avon?  Sure,  both 
have  a  lot  in  common,  like  door-to- 
door  salesmen  and  .  . .  er,  a  lot  of  in- 
stitutional support. 

Earnings  kept  climbing,  largely  be- 
cause Penn  Life  kept  hiring  more 
salesmen.  Some  swam;  some  sank. 
But  there  were  always  new  "fish"— as 
they're  called  in  the  industry— waiting 
to  memorize  the  canned  sales  spiel 
and  go  out  and  knock  'em  dead  in 
Lodi,  Calif.,  Sparks,  Ga.  and  all  the 
other  small  towns  that  Penn  Life  con- 
centrated on. 

By  early  1971,  however,  there  were 
hints  of  weakness.  More  of  the  growth 
was  coming  from  acquisitions  in  new 
fields,  like  casualty  brokering  and  life 
insurance,  and  more  of  the  earnings 
were  coming  from  liberal  accounting 
practices.  Some  $3.5  million  of  cal- 
endar year  1970  expenses  for  new 
offices,  computer  costs  and  other  items 
were  deferred,  effectively  boosting 
statutory  earnings  20%  ( from  64  cents 
to  80  cents  per  share) . 


The  mutual  funds  started  selling. 
No  big  problem.  Throughout  1971 
and  early  1972,  there  were  still  plenty 
of  seemingly  conservative  banks  and 
pension  funds  around  to  soak  up  the 
loose  shares  at  somewhat  lower  prices. 
As  late  as  August  1972,  Penn  Life  was 
still  glamorous,  selling  at  about  20 
times  earnings  (or  $22). 

Then,  overnight,  the  little  Santa 
Monica-based  company  shattered  its 
image  for  shrewdness  by  proposing 
to  buy  National  General  for  roughly 
$50  a  share,  about  double  the  shaky 
giant's  going  market  price. 

The  Street  couldn't  believe  it.  A 
San  Francisco  insurance  analyst  re- 
calls: "I  was  sure  the  news  wire 
announcement  was  a  misprint.  Nation- 
al General!  My  God!  Impossible!  We 
had  a  good  laugh— at  first." 

The  laughter  really  stopped  when 
it  became  known  that  Penn  Life  had 
kept  the  merger  a  secret  from  its  own 
investment  banker,  Smith,  Barney,  un- 
til the  last  minute.  Apparently  Penn 
Life  feared  that  Smith,  Barney  would 
try  to  scuttle  the  deal.  So  the  com- 
pany consulted  instead  with  none 
other  than  Fred  Carr,  who  is  now  a 
well-paid  consultant  to  a  Penn  Life 
subsidiary. 

How  did  the  guys  from  Penn  Life 
and  National  General  get  together? 
Easy.  They  travel  in  the  same  Beverly 
Hills  circle.  As  the  story  goes,  last 
July  Penn  Life's  Stanley  Beyer  bumped 
into  Eugene  Klein  by  the  pool  during 
one  of  Attorney  Eugene  Wyman's 
famous  Friday-night  parties.  Within 
weeks  they  had  a  $l-billion  merger 
to  drink  to. 

But  if  the  deal  tasted  sweet  to  Bain 
and  Klein,  it  was  rotgut  to  the  institu- 
tions. First,  the  companies  didn't  mix. 
Penn  Life  was  basically  a  specialized 
disability  insurer,  which  is  a  narrow, 
predictable  business.  National  Gen- 
eral underwrites  a  lot  of    risky  prop- 


Ouch! 


Pioneering  doesn't 
always  pay. 

"Pioneers,"  Joe  Gauthier  muses, 
"sometimes  end  up  with  arrows  in 
their  butts."  Right  now  Gauthier,  the 
50-year-old  boss  of  Northern  Illinois 
Gas  Co.,  is  pulling  a  very  fat  arrow 
out  of  his  own  corporate  trousers. 

Northern  Illinois'  pioneering  con- 
sisted of  developing  a  way  to  store 
natural  gas  during  the  summer,  the 
season  of  low  demand  in  its  suburban- 
rural  Illinois  service  area.  It  did  so  by 
using  natural  underground  rock 
formations  called  aquifers  for  storing 


excess  gas  during  the  summer  and 
selling  the  stored  gas  in  the  winter. 
This  way  Northern  Illinois  avoided 
the  cost  of  having  to  do  business  with 
what  are  called  "interruptible"  cus- 
tomers. An  interruptible  customer  is 
one  who  agrees  to  take  gas  when  the 
other  customers  don't  need  it;  in  re- 
turn he  gets  a  discount  of  between 
25%  and  50%.  With  the  storage  sys- 
tem Northern  Illinois  now  could  sell 
virtually  all  of  its  gas  at  higher  rates. 
The  result  was  a  return  on  capital  of 
a  very  impressive  7.5%,  third  among 
gas  distributing  companies. 

Whoosh!  Then  came  the  arrow.  It 
is  better  known  as  The  Energy  Crisis. 

"One  bright  sunshiny  day  in  1970," 
the    gray  haired,    crewcut    Gauthier 


says,  "the  Natural  Gas  Pipeline  Co., 
which  supplies  about  75%  of  our  gas, 
came  to  us  and  said,  'We're  going  to 
abrogate  your  20-year  supply  con- 
tract.' After  all,  it  had  only  19  years 
to  run.  And  we  found  that  under 
the  Natural  Gas  Act  they  could  do 
it.  And  they  did." 

Natural  Gas  Pipeline  cut  its  deliv- 
eries to  Northern  Illinois  Gas  by  10% 
in  both  1971  and  1972  and  is  cutting 
them  by  more  than  15%  this  year. 
"We  are  at  the  mercy  of  third  parties," 
Gauthier  says  wryly.  "When  the  gas 
shortage  developed,  we,  unlike  some 
other  companies,  didn't  have  the  back- 
log of  interrupt ibles  to  upgrade,  and 
we  really  had  to  BCurry  around  to  get 
supplies." 
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CONFIDENCE  GAME 

Penn  Life  stock  sank  mainly  for  one  reason:  Institutional  investors  lost 
confidence  in  management  when  it  tried  to  acquire  National  General. 


erty  and  casualty  insurance,  and  also 
owns  a  book  company,  movie  the- 
aters and  real  estate.  How  could  sales- 
men manage  aD  that?  Second,  for  years 
to  come  the  surviving  insurance  con- 
glomerate would  be  lucky  to  com- 
mand a  stock  price  of  10  times  earn- 
ings. And  third,  many  institutions  sim- 
ply didn't  want  any  part  of  National 
General  and  its  perennial  problems. 

Still  more  damaging,  the  proposal 
itself  raised  serious  questions  about 
Penn  Life.  Why  would  a  solid  growth 
company  want  to  buy  a  razzle-dazzle 
outfit?  Or  did  Penn  Life  want  to  bury 
something  in  National  General's  Byz- 
antine balance  sheet?  "Let's  face  it," 


says  a  suspicious  institutional  ana- 
lyst, who  asked  that  his  name  be 
withheld,  "with  National  General's 
balance  sheet,  you  could  report  any 
earnings  you  want." 

Penn  Life's  three  top  supersalesmen 
—Bain,  Vice  Chairman  Beyer  and 
President  Burton  Borman— went  East  to 
allay  the  fears.  But  the  Three  Bs,  as 
they're  called,  may  have  done  harm 
instead.  Until  then,  the  institutions 
had  usually  gone  to  the  West  Coast 
and  seen  them  in  their  own  setting, 
among  the  swaying  palm  trees,  sun- 
tanned faces  in  February  and  flashy 
cars.  But  when  they  came  East  to 
push  their  deals,  the  Three  Bs  sud- 


denly seemed  like  .  .  .  well,  the  kind 
of  guys  who  could  sell  cheapie  insur- 
ance door-to-door. 

Penn  Life  threw  in  the  towel  Sept. 
8,  after  its  stock  had  sunk  from  $21.75 
to  $16.25  in  a  week.  But  the  stock 
kept  right  on  falling,  partly  because 
Penn  Life  was  hit  with  a  six  month's 
probation  in  Georgia,  a  $115-million 
class-action  suit  charging  "fraudulent" 
and  "deceitful"  selling  tactics  and  a 
Securities  &  Exchange  Commission 
investigation.  Specifically,  the  SEC  is 
probing  whether  anyone  bought  Na- 
tional General  shares  based  on  in- 
side information  before  the  Penn  Life 
merger  was  announced.  All  involved 
deny  any  wrongdoing.  But  that  didn't 
help  Penn  Life's  stock. 

Manufacturers  Hanover  sold  more 
than  1.1  million  shares  in  September 
at  around  $15.25— probably  at  a  siz- 
able loss.  Loss  or  no,  it  was  a  smart 
move:  Two  months  later,  with  the 
stock  down  to  $11,  the  company 
dropped  another  bomb.  Third-quarter 
earnings  declined  50%  from  the  year 
before.  That  shocked  The  Street,  es- 
pecially analysts  who  had  recently 
met  with  management.  "It  was  a  sur- 
prise to  us,  too,"  says  Beyer.  But  one 
analyst  deadpans:  "They  weren't  as 
honest  as  they  could  have  been." 

Herd  on  the  Street 

The  most  startling  aspect  of  it  all 
is  that  the  company  itself  never 
changed  all  that  much.  What  altered 
radically  was  the  confidence  of  some 
of  its  principal  stockholders.  They 
stormed  in  on  blind  faith  and  stormed 
out  again  after  a  second  look. 

But  all  is  not  lost.  Institutions  still 
hold  plenty  of  Penn  Life's  stock. 
And  during  the  last  few  weeks,  Beyer 
and  Borman  have  bought  around 
250,000  shares  for  themselves  at 
around  $7  each— about  what  Freddy 
Carr  paid  in  the  beginning.   ■ 


At  that,  Gauthier  says  that  NI  Gas 
had  seen  the  gas  shortage  coming 
and,  in  the  early  Sixties  went  out  to 
drill  for  its  own  supplies.  It  made  one 
find-^n  Oklahoma— which  supplies  a 
trickle  of  Gauthier's  needs.  But  that 
is  all  the  company  has  found,  and  it  is 
all  it  is  ever  going  to.  The  Illinois 
Commerce  Commission  recently 
turned  down  NI  Gas'  request  for  a 
price  surcharge  to  cover  its  drilling 
costs,  ruling  that  such  costs  would 
have  to  be  borne  "below  the  line,"  so 
that  avenue  is  closed.  "We  can't  ask 
our  stockholders  to  bear  those  costs," 
Gauthier  says. 

NI  Gas  put  money  into  a  Shell  Oil 
exploration  that  found  gas  offshore 
Louisiana.  No  one  knows  how  much 


gas  is  there,  but  it  has  to  be  a  plus 
for  gas-starved  NI  Gas.  However,  the 
Federal  Power  Commission  hasn't  ap- 
proved the  pipeline  Shell  needs  to  get 
the  gas  on  shore,  and  when  it  will  is 
anybody's  guess.  Gauthier  has  also 
joined  a  consortium  to  bring  in  liq- 
uefied natural  gas  from  Iran.  He's 
building  one  SNG  (synthetic  natural 
gas)  plant  that  will  increase  his  sup- 
plies by  about  10%  in  1974.  He's  plan- 
ning to  expand  it  and  he  is  also  nego- 
tiating with  an  oil  company  for  an- 
other, though  with  37  such  plants 
planned  or  being  built  in  the  U.S., 
he's  not  sure  the  feedstocks  will  be 
available. 

In  the  meantime,  under  the  pres- 
sure of  its  shrinking  gas  supply,  NI 


Gas'  growth  and  profitability  are  be- 
ginning to  slip.  Since  1970,  when  the 
gas  pinch  began,  revenues  have 
climbed  23%  t)  last  year's  $425  mil- 
lion, largely  because  of  the  higher 
cost  of  purchased  gas  which  can  be 
passed  on,  but  earnings  have  risen 
only  5%  to  $2.92  a  share.  At  the  same 
time,  NI  Gas'  return  on  equity  has  slid 
down  to  last  year's  11.9%  from  1970's 
13.5%,  and  future  prospects  are  hard- 
ly encouraging. 

All  this  is  not  much  reward  for 
Northern  Illinois'  pioneering.  But, 
then,  who  could  have  foreseen  the 
extent  of  the  energy  crisis?  "I  could 
bite  my  tongue  for  saying  it,"  Gauthier 
says,  "but  it  could  be  that  what  we 
need  is  a  national  energy  czar."  ■ 
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To  the  Rescue? 

Pan  American's  new  management  is  fast 

lifting  the  company  out  of  the  red  ink. 

But  it  will  take  strong  support  from  Washington 

to  make  the  black  ink  really  flow  again. 


William  T.  Seawell,  who  became 
chairman  of  Pan  American  World  Air- 
ways in  Marti)  1972,  reports,  in  a 
sense,  to  Richard  M.  Nixon  as  well  as 
to  his  board  of  directors.  Twice  since 
he  took  over  at  the  money-losing, 
debt-ridden  airline,  Seawell  has  flown 
to  Washington  to  confer  with  Peter 
Flanigan,  President  Nixon's  chief  con- 
tact man  with  big  business. 

Thanks  both  to  their  own  house- 
cleaning  and  to  continued  growth  in 
air  travel,  Seawell  and  his  aides  have 
brought  Pan  American  to  the  point 
where  it  should  be  marginally  in  the 
black  this  year  after  four  years 
of  red  ink.  But  marginally-in-the- 
black  doesn't  do  Pan  Am's  stock- 
holders much  good.  Can  Pan  Am 
manage  a  real  comeback? 

The  answer  to  that  question  rests 
to  a  major  degree  with  the  White 
House  and  Capitol  Hill.  "The  Gov- 
ernment," Seawell  says,  "is  involved 
not  only  in  our  livelihood  but  in  our 
existence." 

Seawell  and  his  all-new  manage- 
ment team  are  struggling  hard  with 
Pan  Am's  inside  management  prob- 
lems, but  nobody  really  thinks  Pan 
Am  can  stage  a  "turnaround"  from 
inside.  Asked,  "In  the  long  run  isn't 
Pan  Am's  position  situation  hopeless?" 


Elihu  Schott,  vice  president  in  charge 
of  international  operations,  replies: 
"Unless  someone  does  something  sen- 
sible about  it."  The  someone  being,  of 
course,  the  U.S.  Government. 

Faced  with  the  increasing  difficul- 
ties of  competing  in  the  world  mar- 
ketplace, more  and  more  American 
businessmen  are  forgetting  their  long- 
standing dislike  of  government  inter- 
ference and  turning  to  the  Govern- 
ment for  help.  They  look  admiringly 
at  the  close  Government-business  re- 
lationship that  exists  in  Japan.  This 
Administration  has  already  saved 
Lockheed— whose  continued  existence 
was  less  vital  to  U.S.  prestige  than 
Pan  Am's.  In  Pan  Am's  case,  moreover, 
the  need  is  not  for  money,  but  for 
tough  international  bargaining  on  Pan 
Am's  behalf. 

Pan  Am  is  not  the  only  U.S.  carrier 
that  flies  international  routes,  but  it 
is  by  far  the  biggest.  It  handles  a 
good  50%  of  all  U.S.  international  air 
traffic.  It  brings  in  some  $350  million 
to  help  the  U.S.  balance  of  payments. 
Its  international  routes  cover  90,000 
miles  as  compared  with  Trans  World 
Airlines'  38,900.  It  flies  into  80  coun- 
tries; TWA  flies  into  16.  It  flies  over 
the  Iron  Curtain  to  cities  like  Belgrade 
and  Moscow. 


A  knowledgeable  source  estimates 
that  Pan  Am  loses  8500,000  a  year 
on  the  Moscow  run.  And  then  he 
adds:  "How  can  the  U.S.  Government 
let  Pan  Am  go  down  the  drain?  Do 
you  really  believe  the  U.S.  Govern- 
ment will  permit  a  situation  to  develop 
where  Foreign  Service  officers  and 
couriers  have  to  fly  Aeroflot  [the 
Soviet  government  airline]?" 

To  a  certain  extent,  all  U.S.  airlines 
depend  on  the  U.S.  Government  for 
survival,  because  the  Civil  Aeronautics 
Board  sets  routes  and  rates.  Pan  Am's 
situation,  however,  is  unique.  It  is 
strictly  an  international  airline;  it  has 
no  domestic  routes.  Its  problems  are 
the  concern  not  merely  of  the  CAB 
but  also  of  the  State  Department  and 
the  White  House. 

The  CAB  limits  the  New  York-to- 
San  Francisco  run  to  only  three  air- 
lines. It  cant  limit  the  competition 
that  Pan  Am  faces  on  the  North  At- 
lantic run  because  any  foreign  airline 
can  get  into  the  act.  On  the  North 
Atlantic  run  there  already  are  21 
scheduled  airlines  and  22  nonskeds. 
There  soon  will  be  22  skeds,  because 
British  Caledonian  recently  received 
permission  from  the  British  govern- 
ment to  fly  the  route. 

Since  scheduled  airlines  tend  to  try 
to  match  competitors'  schedules  for 
fear  of  losing  traffic,  there  is  tremen- 
dous overcapacity  on  the  North  At- 
lantic. The  typical  flight  on  that  route 
now  flies  only  60%  full.  The  result  is 
frantic  competition  that  has  led  to 
knocked-down  fares  in  a  time  of  rising 
costs.  From  1971  to  1972  the  average 
fare  fell  6.9%.  In  the  same  period  the 
cost  of  carrying  a  passenger  a  mile 


The  Man  In  The  Pilot's  Seat:  William  T.  Seawell, 
55,  could  also  be  called  "the  man  on  the  hot  seat." 
He's  got  to  put  Pan  Am  in  the  black  or  else.  Seawell 
came  to  Pan  Am  in    1971    after  a  distinguished  career 


in  military  and  civilian  aviation.  He  was  in  the  Air 
Force  for  22  years,  retiring  as  a  brigadier  general.  Af- 
ter that,  he  was  a  vice  president  of  American  Air- 
lines    and     president     of     Rolls-Royce     Aero     Engines. 
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While    costs    have 
been    soaring,   the 
average    ticket    price    has    been 
shrinking  on  the  vital  North  Atlan- 
tic run.  In  1967  the  run  yielded  an 
average  of  5.1 1   cents  for  every  passenger 
flown  a  mile;  by  1 972  the  figure  was  down  to  4.42  cents 
It  wasn't  that  regular  fares  went  down;  in  fact,  they 
went  up  slightly.  The  percentage  of  Pan  Am  passengers  travel 
ing  on  lower  promotional  fares  went  from  40  %  in  1 967  to  74  %  in  1 972. 


rose  8.6%.  Today  you  can  fly  New 
York  to  London  for  $191  round-trip; 
New  York  to  Los  Angeles,  a  shorter 
trip,  costs  $292  minimum. 

Although  TWA  and  several  foreign 
airlines  claim  to  make  a  profit  on  the 
North  Atlantic,  overall  the  members 
of  the  International  Air  Transport 
Association  lost  $88  million  in  1971 
and  an  estimated  $169  million  in 
1972.  The  projected  loss  for  1973  is 
S206  million  at  1972  rates. 

Nearly  a  third  of  Pan  Am's  reve- 
nues of  $1.3  billion  last  year  came 
from  the  North  Atlantic.  Pan  Am  lost 
heavily,  about  $16  million.  That  was 
about  55%  of  its  overall  loss  of  $28.9 
million.  In  just  four  years  its  cumula- 
tive losses  have  exceeded  $150  million 
before  tax  credits.  Its  debt  ratio  has 
climbed  from  55%  to  70%. 

Now  a  new  problem  has  arisen  for 
Pan  Am.  In  years  past,  fares  were  set 
by  agreement  among  IATA  members. 
Last  year  they  failed  to  reach  agree- 
ment. Since  Mar.  1,  there  has  been  a 


situation  known  as  "open  rates."  This 
is  another  way  of  saying  that,  in  theo- 
ry, any  international  carrier  can  set 
any  fare  it  wishes.  To  some  of  the  gov- 
ernments involved,  an  international 
airline  is  not  a  profit  center  but  a 
matter  of  prestige.  Or,  worse,  a  loss 
leader  for  bringing  in  tourist  dollars. 

British  Overseas  Airways  Corp., 
which  is  100%  owned  by  the  British 
government,  wants  to  lower  fares.  It 
claims  it  can  make  a  profit  on  lower 
fares— even  a  fare  of  $136  round-trip 
London-to-New  York  in  the  winter 
months  when  traffic  is  sparse.  Maybe 
it  can.  Pan  Am  certainly  can't.  On  a 
fare  as  low  as  that,  Pan  Am  will  lose 
a  pot  of  money. 

How  can  the  U.S.  Government  help 
Pan  Am  in  this  situation?  Seawell 
says:  "The  Government  is  helping  us 
now."  Pan  Am  recently  prepared  a 
new  fare  schedule  on  the  North  At- 
lantic. It  raises  some  fares,  lowers 
others.  By  Pan  Am's  figuring,  the 
new   schedule   should   increase  reve- 


nues by  approximately  $12  million. 
The  CAB  has,  in  effect,  approved 
the  schedule  (by  rejecting  complaints 
against  it,  which  is  the  way  the  CAB 
approves  schedules).  Now  the  State 
Department  is  negotiating  with  the 
British  government  about  it.  Says 
James  O.  Leet,  Pan  Am's  executive 
vice  president  in  charge  of  marketing: 
"When  IATA  failed  to  reach  agree- 
ment on  fares,  then  fares  became  a 
government-to-government  matter. 
We  like  that.  In  effect,  we've  always 
been  bargaining  with  governments  in 
IATA,  since  foreign  airlines  are  the 
instruments  of  their  governments.  Now 
we  have  our  government  bargaining 
for  us." 

Americans  Pay  More 

What  is  the  likely  outcome?  That 
depends  on  how  big  a  stick  the  State 
Department  uses  on  the  British.  What 
Seawell  would  like  is  a  deal  under 
which  the  Pan  Am  New  York-to- 
London    round-trip    rates    were    ac- 
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"Mr.  Hayes,  you'll  be  dropping  cars  3,  4  and  7  a 
Burkeville...  picking  up  2  boxcars  at  Keysville..." 

That's  Southern  Mobile  Agent  jim  Duffy  radioing  fl 
train  crew,  helping  them  plan  the  day's  operations.  Speel 
ing  up  service. 

He  also  visits  customers  — brings  them  full  agency  sej 
vice.  Alerts  them  to  arriving  shipments,  often  a  day  aheal 
Helps  on  bills  of  lading.  Arranges  for  empty  cars. 

Customers  can  get  messages  to  him  by  phoning  a  tol 
free  number.  And  our  vast  microwave  network  links  him  t< 
the  whole  Southern  system.  So  he  can  get  answers  last! 

We  were  first  in  the  Southeast  with  Mobile  Agent 
With  more  and  more  of  them,  we're  giving  light-volumi 
areas  better  service  than  ever.  Helping  <  ustomers  squvczi 
more  waste  out  of  distribution. 

Southern  Railway  System,  Washington,  D.C. 


/ 


cepted,  with  London-to-New  York 
round-trip  rates  10%  less.  This,  put 
bluntly,  would  mean  that  Americans 
would  pay  more  to  fly  the  Atlantic 
than  Englishmen  would.  Since  most 
Pan  Am  customers  are  American,  this 
would  help  Pan  Am. 

How  else  could  the  U.S.  Govern- 
ment help  Pan  Am?  Here  comes  a 
really  sticky  question.  Pan  Am  has  to 
compete  not  only  with  government- 
owned  foreign  airlines,  it  also  has  to 
compete  with  U.S.  airlines  that  have 
domestic  routes.  Quite  aside  from  the 
nonskeds,  on  the  North  Atlantic  it  has 
to  compete  with  TWA  and  Seaboard. 
On  the  Caribbean  run,  it  has  to  com- 
pete with  American,  Eastern  and  Del- 
ta. On  the  run  to  Australia,  it  has  to 
compete  with  American;  on  the  Jap- 
anese run,  with  Northwest  Orient;  in 
Latin  America,  with  Braniff.  It  origi- 
nally had  only  two  competitors  on  the 
run  to  Honolulu.  It  now  has  seven. 

This  competition  is  murdering  Pan 
Am.  It  used  to  make  a  hefty  profit 
on  the  Honolulu  route,  but  the  last 
year  it  made  money  there  was  1968 
and  that  was  only  about  $500,000. 

The  Caribbean?  Pan  Am  used  to 
make  a  handsome  profit  there,  too.  Its 
only  U.S.  competitors  were  Trans-Ca- 
ribbean and  Delta,  and  Trans-Carib- 
bean wasn't  really  a  competitor;  it 
was  used  primarily  by  Puerto  Rican 
emigrants.  Then,  the  CAB  permitted 
American  to  acquire  Trans-Caribbean. 
American  is  such  a  formidable  com- 
petitor that  Pan  Am  is  currently  los- 
ing money  there. 

What's  the  answer  for  Pan  Am? 
Seawell's  attitude  is  this:  In  the  early 
days,  he  says,  authorizing  other  U.S. 
airlines  to  fly  international  routes^ 
made  perfect  sense.  Foreign  airlines 
weren't  competitive  with  U.S.  airlines, 
and  the  CAB  believed  Pan  Am  need- 
ed competition  to  keep  it  off  its  tail. 
Now,  BOAC,  Air  France,  Lufthansa, 
you  name  it,  are  fully  competitive. 

Chosen  Instrument? 

Seawell  thinks  it  doesn't  make  sense 
to  have  U.S.  airlines  flying  interna- 
tional routes  to  compete  against  each 
other  as  well  as  against  foreign  air- 
lines. What  he  would  like  is  for  the 
CAB  to  rule  that  only  one  U.S.  airline 
can  fly  New  York-to-London,  one  New 
York-to-Paris,  one  New  York-to-Mad- 
rid,  one  New  York-to-Frankfurt.  Each 
airline  still  would  have  plenty  of  for- 
eign competition,  but  they  wouldn't 
be  competing  against  each  other. 

Is  there  any  possibility  of  the  CAB 
ever  creating  such  a  situation?  Obvi- 
ously, if  the  CAB  ever  attempted  to, 
a  tremendous  hassle  would  result.  If 
the  inevitable  charge  of  monopoly 
was  somehow  overcome,  each  carrier 
would  still  fight  tooth  and  nail  to  get 


the  routes  it  thought  most  lucrative. 
Today,  the  possibility  is  a  gleam  in 
Seawell's  eye,  but  it  could  become 
more  than  a  gleam  if  the  U.S.  Govern- 
ment decided  that  Pan  Am  could  not 
be  made  viable  in  any  other  way.  It 
might  seem  politically  unlikely  as  mat- 
ters now  stand,  but  politics  has  a  way 
of  responding  to  threatened  or  actual 
bankruptcy. 

Pan  Am  has  other  problems  on 
which  it  hopes  for  help  from  the 
U.S.  Government.  One  is  the  problem 
of  landing  rights.  Since  most  interna- 
tional airlines  are  government-owned, 
the  governments  protect  them.  Aer 
Lingus  can  fly  to  Dublin  from  New 
York,  but  Pan  Am  can't  fly  from  New 
York  to  Dublin.  The  Irish  government 
has  decreed  that  Pan  Am  and  TWA 
can  fly  only  to  Shannon,  but  most 
people  going  to  Ireland  want  to  fly  to 
Dublin,  so  Aer  Lingus  gets  the  busi- 
ness. Will  the  Nixon  Administration 
get  really  tough  with  Ireland?  Per- 
haps, but  there  is  the  Irish-American 
vote  to  consider. 

This,  and  other  similar  problems, 
are  problems  Pan  Am  would  like  to 
have  the  U.S.  Government  handle  for 
it.    Says   James    Maloon,    senior   vice 


Lucky  Break' 


One  reason  Pan  Am  is  likely  to  get 
into  the  black  this  year  is  none  of  Pan 
Am's  doing:  It's  the  recent  10%  devalu- 
ation of  the  dollar.  Since  Pan  Am 
flies  all  over  the  world,  it  keeps  for- 
eign currency  all  over  the  world.  The 
devaluation,  in  a  split-second,  gave 
the  company  a  $2-million  bonanza. 

On  top  of  that,  it  should  greatly 
strengthen  the  State  Department's  po- 
sition in  bargaining  with  foreign  gov- 
ernments on  behalf  of  U.S.  carriers, 
including  Pan  Am.  They  should  be 
more  inclined  to  accept  higher  dollar 
fares  since  the  dollar  is  now  worth 
less  in  terms  of  their  own  currencies. 

Says  James  H.  Maloon,  senior  vice 
president  in  charge  of  finance  and 
development:  "If  dollar  fares  are  ad- 
justed upward  to  compensate  for  de- 
valuation, Pan  Am  will  do  all  right. 
There  is  a  mechanism  in  the  Interna- 
tional Air  Transport  Association  for 
doing  this,  and  at  the  last  devaluation 
it  took  about  a  month." 

Maloon  is  confident  foreign  airlines 
will  quickly  press  for  an  upward  re- 
vision "because  they  are  taking  a  10% 
discount  right  away."  He  grants  that 
Pan  Am's  overseas  expenditures  will 
rise  in  dollar  terms,  but,  he  says,  "If 
the  mechanism  for  adjusting  the  fares 
moves  fast  enough,  the  amount  we 
made  on  our  foreign  currency  will 
more  than  cover  any  short-term  losses." 


president  in  charge  of  finance  and  de- 
velopment: "We  believe  it's  part  of  the 
overall  trade  picture." 

Another  problem  Pan  Am  would 
like  to  have  some  Government  help  in: 
landing-right  charges  and  en-route 
charges.  Says  Seawell:  "What  started 
out  as  en-route  fees  for  providing  navi- 
gation services  have  now  turned  into 
a  source  of  revenue— a  very  good 
source  of  revenue— for  many  govern- 
ments. It  has  become  a  tax  to  fly 
through  their  air  without  their  pro- 
viding any  service  at  all.  It  is  one  of 
the  most  rapidly  escalating  items.  And 
landing  fees  are,  too.  At  John  F.  Ken- 
nedy Airport  in  New  York  you  pay 
$270  to  land  a  plane.  At  Heathrow  in 
London  you  pay  $1,074.  And  foreign 
countries  put  up  these  charges  with- 
out any  notice.  You  base  your  budget 
on  what  the  charges  are  today." 

There  is  one  problem  Pan  Am  has 
that  it  can't  even  hope  for  much  help 
on  from  the  Government— the  fact 
that,  alone  among  U.S.  international 
carriers,  it  has  no  domestic  routes 
(though  it  can  pick  up  overseas- 
bound  passengers  in  a  dozen  or  so 
U.S.  cities).  Domestic  routes  give  Pan 
Am's  competitors  visibility,  as  well  as 
convenience.  A  Midwestemer  who  has 
to  fly  to  London  will  tend  to  use  TWA 
because  he  uses  it  on  domestic  flights. 
Also,  he  can  fly  to  London  nonstop  on 
TWA  from  Chicago,  a  run  that  Pan 
Am  has  so  far  not  been  able  to  get 
(though  Pan  Am  does  have  direct 
Detroit-London  service).  And  if  he 
wants  to  stop  over  in  New  York  en 
route,  why  should  he  take  TWA  to 
New  York  and  then  switch  to  Pan  Am? 

Seawell  does  not  expect  the  Gov- 
ernment to  solve  this  problem  for  him. 
He  believes  it  would  be  ridiculous  to 
ask  the  CAB  to  increase  competition 
on  domestic  routes.  He  believes  that 
maybe  the  CAB  will  permit  Pan  Am 
to  merge  with  some  of  the  smaller 
domestic  lines,  but  that  is  something 
for  the  dim  future.  All  he's  actually 
pressing  the  CAB  for  now  is  permis- 
sion to  fly  from  Miami  to  San  Fran- 
cisco. Miami  is  the  base  of  Pan  Am's 
Latin  American  operation;  San  Fran- 
cisco the  base  of  its  Pacific  operation. 
Seawell  would  like  to  link  them. 

Clean  House! 

Pan  Am's  limited  chances  at  home 
greatly  increase  the  pressure  on  it  to 
get  U.S.  Government  help  abroad. 
Seawell  will  not  reveal  what  he  told 
Flanigan  or  what  Flanigan  told  him. 
He  insists  that  he  called  on  Flanigan— 
twice— merely  as  a  matter  of  protocol. 
However,  one  can  surmise  what  the 
conversation  was  about  from  what  he 
does  say:  "There  had  been  talk,  at 
least,  that  Pan  Am  was  not  doing 
enough  for  itself.  So  a  group  of  us  met 
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VIDEO  TERMINAL 

Your  computer  can  do  a 
lot  more  than  it  used  to. 
And  that's  important  to 
you  because  it  makes 
your  computer  more 
importanttoyou. 
Today,    anybody 
can  talkto  a  com- 
puter. Wher- 
ever you  are.  And 
without  having  to  learn 
computer  language  first. 

You  just  use  one  of  the  many 
terminals  made  by  GTE  Information 
Systems.  If  it  has  a  TV  screen,  you  get 


MODEM 

the  answer  at  once. 
If  the  answer  must 
be  typed   out,   it 
takes  a  few  sec- 
onds longer. 

Your  terminal  works  through 
another  of  our  products — a  "modem" 
that  puts  your  message  into  a  torn 
that  can  travel  over  a  tele 
phone  line. 

If  you  have  a  lot  of  mes 

sages  moving  at  once,  w* 

"multiplex"  them,  so  you  don 

have  to  spend  too  much  money  o 

leased  phone  lines. 


MULTIPLEXER 


\le  also  take  from  your  com- 
er's shoulders  many  repeti- 

jobs  typical  of  widespread 
ems  (like  "polling"  termi- 
3,  and  "reformating"  mes- 
es).  We  program  one  of  our 

II  computers  to  handle  these 
sekeeping  chores, 
/e  make  a  vast  array  of  other 
ducts,  starting  with  the  pro- 
ns  themselves,  to  help  your 
lputer  become  the  best  possi- 
management  tool.  But  the  most 
ortant  thing  we  do  is  put  them  all 
sther.  Into  a  total,  integrated  system 


SMALL  COMPUTER 

that  can  bring  anyone  in  the  world 

as  close  to  your  computer  as  to  his 

telephone. 

We  call  it  data  communications. 

It's  a  whole  new  world.  And 

we're  helping  bring  itto  life. 

It  makes  your  computer  more 
than  just  a  computer. 
GTE  Information  Systems    Inc., 
Four  Corporate  Park  Drive,  White 
Plains,  New  York  10604.. 


fnT3  inFORmATion  sysTErns 


and  said,  'All  right.  Let's  just  take  this 
as  a  fact.'  And  that  indicated  the  in- 
telligent thing  for  us  to  do  would  be 
to  devote  all  our  attention  to  our  own 
problems  right  now." 

Interpret  this  as  you  will.  A  logi- 
cal interpretation  is  that  Flanigan,  in 
effect,  told  Seawell  that  even  God 
helps  only  those  who  help  themselves. 
The  Government,  in  short,  had  been 
able  to  save  Lockheed,  but  not  Penn 
Central.  If  Seawell  wanted  the  kind 
of  government  aid  Pan  Am  needs,  he 
would  first  have  to  set  Pan  Am's  house 
in  order.  And  Pan  Am  for  years  has, 
indeed,  run  a  disorderly  house. 

From  an  infant  airline  in  1927,  Pan 
Am  grew  into  the  biggest  internation- 
al carrier  in  the  world.  Things  that 
made  sense  when  Pan  Am  was  grow- 
ing up  stopped  making  sense  when 
it  reached  maturity  and  the  jet  age 
arrived.  For  example,  in  the  age  of 
propeller-driven  aircraft,  it  was  neces- 
sary for  Pan  Am  to  maintain  about 
200  maintenance  installations  around 
the  world.  As  John  Wolgast,  vice 
president  in  charge  of  operating  and 
engineering,  explains,  propeller-driv- 
en planes  need  a  lot  more  mainte- 
nance than  jets.  The  jets  came  in,  but 
the  installations  remained. 

Pan  Am,  for  years,  was  really  three 
airlines:  a  transatlantic  airline,  a 
transpacific  airline  and  a  Latin  Amer- 
ican airline.  Each  was  semi-autono- 
mous. Each,  for  example,  decided  on 
what  types  of  aircraft  it  should  buy. 
So  the  mixes  varied.  This  might  or 
might  not  have  made  sense  in  the  days 
of  Pan  Am's  infancy.  It  stopped  mak- 
ing any  kind  of  sense  years  ago.  In 
fact,  it  led  Pan  Am  to  buy  overca- 
pacity. The  reason:  Air  travel  is  a  sea- 
sonal business.  Summer  is  the  big 
season  on  the  North  Atlantic.  Winter 
is  the  big  season  on  the  Latin  Ameri- 
can and  Caribbean  runs.  Pan  Am's 
three  semi-autonomous  airlines  had 
no  system  for  shifting  planes  from  one 
run  to  another. 

Those  Useless  Pcrrfs 

The  biggest  mess  in  the  Pan  Am 
setup  resulted  from  its  high  degree  of 
centralization.  Everyone  reported  to 
New  York.  Every  decision  was  made 
in  New  York.  This  created  no  problem 
when  Pan  Am  was  small,  but,  as  Pan 
Am  grew,  the  system  of  centralization 
resulted  in  fragmentation.  The  men 
in  charge  of  selling  tickets  reported  to 
one  man  in  New  York,  the  man  in 
charge  of  baggage  reported  to  an- 
other, the  man  in  charge  of  catering 
reported  to  a  third.  At  Heathrow, 
there  were  seven  executives,  each  in 
charge  of  a  different  aspect  of  the 
operation,  reporting  to  seven  differ- 
ent executives  in  New  York.  Nobody 
knew  what  anyone  else  was   doing. 


Juan  T.  Trippe 
created  Pan 
Am  in  7927, 
made  it  the 
world's  greatest 
international 
airline  by  fore- 
going domestic 
for  international 
routes.  He  ruled 
for  40  years. 


Harold  f .  Gray 
was  an  interim 
chairman.  His 
job  was  to  keep 
the  seat  warm 
for  the  man 
Trippe  really 
wanted. 


Najeeb  E.  Hala- 
by,  handpicked 
by  Trippe  as  his 
successor,  was  a 
lawyer,  former 
test  pilot  and 
head  of  the  Fed- 
eral Aviation 
Administration. 
He  became 
chairman  in 
1969,  was 
ousted  in  J  972. 


With  this  division  of  authority, 
strange  things  happened.  An  instance: 
Every  airline,  when  it  buys  new  air- 
craft, sells  its  older,  less  efficient  mod- 
els to  other  airlines,  usually  foreign 
airlines,  that  can  use  them.  Pan  Am 
followed  this  practice,  but— it  kept  the 
parts.  It  spent  millions  to  warehouse 
parts  it  had  no  use  for. 

The  obvious  question  is:  Why 
didn't  Pan  Am's  management  straight- 
en out  the  mess  years  ago?  The  first 
answer  every  Pan  Am  executive  gives 
is:  "I  don't  know.  I  wasn't  there." 
They  weren't.  Seawell  became  chair- 
man only  one  year  ago.  His  vice 
presidents  have  been  with  the  com- 
pany for  a  shorter  period;  Wolgast 
has  been  there  for  three  months. 

After  disavowing  any  knowledge 
about  how  Pan  Am  got  into  the  mess 
it  did,  members  of  the  present  man- 
agement speculate.  The  basic  reason 
they  offer  is  that  each  new  generation 
of  jets  cut  operating  and  maintenance 
costs  and  hid  the  waste.  Then,  as 
James  Leet,  executive  vice  president 


in  charge  of  marke!  ng  says:  "The 
decline  in  costs  bottn  nnd  out.  Costs 
started  rising  again."  That's  when  the 
ceiling  fell  in. 

The  war  in  Vietnam  also  helped 
to  hide  Pan  Am's  inefficiencies.  At  the 
height  of  the  war,  Pan  Am  received 
as  much  as  $60  million  from  the  U.S. 
Government  to  haul  mail  and  equip- 
ment. Wjth  the  phaseout,  this  figure 
dropped  to  about  $10  million. 

Anyway,  the  present  management 
has  been  doing  something  to  make 
Pan  Am  an  efficient  organization.  It 
has  shut  down  maintenance  installa- 
tions all  over  the  world,  for  examole, 
and  will  end  up  with  three— in  New 
York,  Miami  and  San  Francisco.  It  has 
eliminated  the  overcentralization:  At 
each  airport  there  is  now  what  Pan 
Am  executives  call  a  "Mr.  Pan  Am." 
He  runs  the  operation  there. 

Pan  Am  has  sold  its  surplus  spare 
parts,  and  this  has  enable  1  the  com- 
pany to  vacate  several  warehouses.  It 
has  rescheduled  flights  in  order  to 
keep  planes  in  the  air  more  hours  a 
day  and  to  cut  down  on  the  number 
of  men  and  women  needed  to  crew 
them.  It  has  been  selling  off  its  surplus 
aircraft.  A  Forbes  reporter  said  to 
Seawell:  "You  have  two  747s  you've 
never  used  in  storage  at  Boeing.  Are 
they  up  for  sale?"  He  replied:  "Would 
you  like  to  buy  them?  Make  an  offer." 

Leverage  in  Gear? 

For  many  investors,  Pan  Am  re- 
mains an  intriguing  speculation— wit- 
ness the  way  institutions  and  individ- 
uals snapped  up  a  recent  $75-million 
issue  of  debentures  convertible  into 
common  stock  at  a  rate  equal  to  80% 
of  the  stock's  market  value  at  the 
time  of  conversion.  These  speculators 
were  attracted  by  the  leverage  inher- 
ent in  Pan  Am:  Even  a  5%  increase  in 
average  passenger  fares  would  add  as 
much  as  $1.25  to  pretax  profits— and 
for  some  years  hence,  because  of  its 
loss  carryforward,  pretax  profit  will 
be  aftertax  profit  for  Pan  Am. 

With  all  the  cutbacks  and  with 
traffic  growing  (aircraft  utilization 
was  up  8%  last  year  and  will  be  up 
another  3%  this  year),  Pan  Am  almost 
certainly  will  be  back  in  the  black  this 
year.  The  crushing  debt  load,  close  to 
$1  billion  at  latest  count,  will  continue 
to  be  manageable  because— even  at 
break-even— Pan  Am  lias  a  cash  flow 
of  well  over  $100  million  a  year.  Pan 
Am,  moreover,  will  have  no  new  equip* 
ment  to  buy  until  1975.  But  all  tliis 
means  is  that  Pan  Am  will  survive, 
that  it  will  avoid  bankruptcy.  Whether 
it  can  become  truly  profitable  again, 
whether  its  huge  capital  and  operating 
leverage  can  get  hack  into  gear,  will 
depend  on  how  mueli  muscle  the 
Nixon  Administration  will  lend  it.  ■ 
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"All  things  considered,  '72  was  a  tres  bon  year  for  Eaton!' 


Worldwide  sales  up  18%. 
Earnings  up  23%. 

At  Eaton,  anticipating  change— and  helping  it  happen  through 
innovation  is  the  big  idea.  And  1 972  was  a  very  big  year. 
Sales  were  a  record  1 .2  billion  dollars,  and  our  earnings 
also  reached  an  all-time  high. 

We're  diversified.  Global.  And  Growing. 
With  futures  in  industrial  automation,  trucking, 
materials  handling,  automotive,  security, 
construction,  leisure  and  housing. 

Get  to  know  us  better.  Write  for  our  1 972 
Annual  Report. 

Eaton  Corporation,  World  Headquarters, 
100  Erieview  Plaza,  Cleveland,  Ohio  44114. 


Eaton  Corporation 
1972  Annual  Report 
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At  60,  Robert  W.  Reneker,  president 
of  Chicago's  venerable  and  conserva- 
tive Swift  &  Co.,  may  seem  like  the 
last  person  you'd  expect  to  find  tak- 
ing on  the  conglomerator's  mantle  a 
la  Dallas'  James  J.  Ling.  But  he  has. 
With  38  years  at  Swift  behind  him, 
in  purchasing  and  in  sales,  Reneker 
has  decided  the  time  has  come  to 
take  the  cleaver  to  Swift  itself,  Ling- 
style;  convert  it  into  a  holding  com- 
pany called  Esmark  (S-Mark,  get 
it?);  break  that  into  four  Esmark- 
controlled  companies— Estech  ( ferti- 
lizer and  chemicals),  GSI  (insurance 
and  data  processing),  Vickers  Energy 
(oil)  and  Swift  (food)— possibly  have 
each  offer  stock  and  let  the  market 
decide  what  the  whole  thing  is  worth. 
The  whole,  Reneker  clearly  believes, 
will  turn  out  to  be  worth  more  than 
the  snin  of  the  parts. 

Project  Redeployment  was  what 
Jim  Ling  called  the  procedure  when 
he  divided  Wilson  &  Co.  into  three 
parts;  and  as  Ling  proved,  the  pro- 
cedure is  by  no  means  without  its 
benefits.  But  the  hard  truth  is  that 
the  scheme  probably  signals  that 
Reneker's  five-year  effort  to  upgrade 
and  diversify  the  U.S.'  biggest  meat- 
packer  has  fallen  on  hard  times. 

Widen  That  Margin! 

When  he  took  over  in  1967  Swift 
was  earning  only  $30  million,  for  a 
meager  1%  return  on  its  $2.9  billion 
in  sales.  Outsiders  had  for  years  shown 
what  happened  to  Swift's  earnings 
when  its  profit  margin  was  suddenly 
widened  by  one  percentage  point.  But 
Swift  had  never  really  cared  about 
margins:  its  true  love  was  volume. 
"We'd  wring  our  hands,"  says  Donald 
P.  Kelly,  Swift's  financial  vice  presi- 
dent, "if  we  lost  a  percentage  point 
in  national  meat  statistics.  We'd  ship 
East  a  hundred  cars  of  surplus  beef  a 
day  just  hoping  we'd  find  buyers.  No 
one  worried  if  we  lost  money." 

Bob  Reneker  did.  He  set  a  minimum 
target  of  12%  return  on  mature  as- 
sets, double  Swift's  previous  average, 
and  if  managers  failed  to  produce, 
Reneker  promptly  closed  the  facility. 
In  five  years  he  eliminated  over 
13,000  jobs,  almost  a  third  of  Swift's 
payroll,  and  closed  330  of  Swift's  700 
plants,  warehouses  and  offices.  More 
positively,  he  sorted  out  Swift's  hig- 
gledy-piggledy pile  of  meats,  groceries 
and  agricultural  products  into  clear- 
ly defined  divisions,  refined  their  mar- 


Pigs,  Purses 
and  Project  Redeployment 

Begone,  Swift!  Behold,  Esmark! 
There's  more  than  one  way  to  turn  a  sow's  ear  into  a  silk  purse. 


keting  strategies  to  emphasize  higher 
margined  branded  products  like  Pro- 
Ten  beef,  Brown  'N  Serve  sausages 
and  Butterball  turkeys,  and  then 
backed  them  with  a  60%  increase  in 
the  advertising  budget  to  $30  million. 
In  all,  Reneker's  changes  freed  $170 
million  in  cash,  revived  Swift's  plans 
for  diversification  that  had  been  dor- 
mant since  it  bought  a  small  life  un- 
derwriter, Globe  Insurance,  in  1958. 


sickening  dip  from  $30  million  to  $15.8 
million  in  fiscal  1968,  his  first  full 
year  at  the  helm,  earnings  recovered 
steadily  to  $34  million  in  1971,  as  op- 
erating profit  margins  widened  from 
2.3%  to  3.6%.  Reneker,  talking  cheer- 
fully about  Swift's  being  at  its  "fight- 
ing weight,"  confidently  predicted  that 
in  fiscal  1973  the  company  would  be 
earning  at  the  rate  of  $50  million,  or 
$4  a  share,  vs.  $2.66  in  1971. 


Con  Bob  Reneker  shed  a  meat-packer's  multiple  just  by  switching  some  labels? 


The  money  thus  freed  he  redeployed 
as  follows:  $36.5  million  for  600  Vick- 
ers gas  stations  in  Kansas  and  Mis- 
souri, plus  a  small  refinery  in  Ard- 
more,  Okla.;  $83  million  for  a  51% 
interest  in  TransOcean  Oil,  an  explora- 
tion company  with  offshore  Louisiana 
crude  reserves;  and  $40  million  for 
Mobil  Oil's  money-losing  fertilizer 
business,  an  area  where  Swift  was 
already  established. 

By   1972   Reneker  could   claim   to 
be    making    some    progress.    After    a 


It  was  only  a  dream.  Livestock 
prices  spurted.  But  because  of  price 
ceilings,  Swift  was  unable  to  translate 
the  increase  into  higher  product  prices; 
and  by  August  Reneker's  financial 
men  were  warning  that  Swift's  pros- 
pective profit  increase  could  turn  into 
a  20%  decline.  Reneker  turned  to  his 
accountants  for  help. 

Swift  had  for  30  years  been  using 
the  LIFO  (last-in-first-out)  method 
of  inventory  accounting,  which  has  the 
virtue   of  preventing  inventory   prof- 
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its  from  popping  up  as  a  kind  of  spu- 
rious net  during  periods  of  rising 
prices.  But  prices  last  year  were  rising 
so  fast  that  if  Swift  had  charged  the 
latest  livestock  prices  against  the  full 
year's  sales,  LIFO  would  have  taken 
a  $15-million  toll  on  Swift's  pretax 
earnings. 

Reneker  quickly  converted  to  first- 
in-first-out  accounting,  which  raised 
the  value  of  the  company's  inventory 
to  reflect  current  prices.  It  also,  in 
effect,  lowered  Swift's  cost  of  sales 
and  boosted  profits,  making  Swift  re- 
sponsible for  an  extra  $26.8  million  in 
taxes  over  the  next  20  years.  While 
he  was  about  it,  Reneker  decided  to 
make  a  few  other  accounting  changes, 
the  largest  of  which  was  a  $2.6-million 
(21  cents  a  share  after  taxes)  savings 
in  payments  to  the  company's  pension 
plan,  a  side  effect  of  Reneker's  earlier 
payroll  reductions. 

Thanks  to  these  accounting  changes, 
for  fiscal  1972  (ended  Oct.  31),  Swift 
reported  $2.90  a  share  vs.  $2.66  a 
share  reported  (and  $2  restated)  in 
fiscal  1971.  A  far  cry  from  the  $3.15 
a  share  many  analysts  once  had  ex- 
pected, but  far  better  than  the  $2.14 
Swift  would  otherwise  have  reported. 

Bring  on  ffie  S-Mark! 

So  far,  the  stock  market  has  not 
been  impressed.  For  all  Reneker's  ef- 
forts, Swift  is  still  selling  around  11 
times  earnings,  just  about  at  its 
low  for  the  past  five  years.  And  why 
should  it  sell  any  higher?  About  80% 
of  sales  and  75%  of  net  still  come  from 
meat  and  grocery  products  business— 
and  last  year  showed  the  chronic  risks 
in  that  business.  And  prospects  of 
changing  that  proportion  significantly 
by  internal  growth  are  small. 

Which  is  where  Esmark  comes  in— 
"a  gimmicky  thing,"  Swift's  Kelly  con- 
cedes, "thought  up  by  our  advertising 
and  PR  people."  Esmark's  food  sub- 
sidiary hopefully  would  command 
about  the  same  multiple  it  does  now. 
But  what  about  Estech?  A  chemical 
company  somewhat  like  it,  Internation- 
al Minerals  &  Chemical,  commands 
14  times  earnings.  As  for  GSI,  a  good 
life  insurance  company  with  an  aroma 
of  EDP  about  it  might  bring  20  or 
24  times.  An  oil  company?  Maybe  15. 
If  Swift's  stockholders  approve  the 
scheme  later  this  month,  those  are  the 
kinds  of  multiples  Reneker  hopes  Es- 
mark's new  subsidiaries  will  show  if 
they  go  public.  With  multiples  like 
that,  Swift  would  finally  have  the  cur- 
rency to  diversify— to  make  acquisi- 
tions for  stock  or  even  raise  money  if 
need  be  by  selling  stock— and  reduce 
its  undependable  food  business  to 
manageable  proportions. 

Still  to  be  answered:  Will  investors 
buy  last  year's  gimmicks  this  year?  ■ 


A  company  is  oh,  so  human.  It  needs  people. 

To  like  it.  To  help  it  get  some  work  done.  And  it  needs  to 
know  if  there  are  people  like  that  where  it's  going. 

If  where  it's  going  is  big  enough  and  North  enough,  good 
luck.  But  if  where  it's  going  is  to  a  smaller  town  in  Georgia? 

Then  you'll  know  where  you  stand  in  five  minutes.  Simply 
by  asking  the  guy  who  runs  the  gas  station  on  Main  Street. 

What  he'll  tell  you  is  this:  The  people  around  Georgia's 
smaller  towns  were  brought  up  to  know  the  meaning  of  work. 
So  they  respect  work  and  they  value  somebody  like  you  who 
can  provide  it.  And,  the  State  of  Georgia  will  even  train  them, 
free  of  charge.  In  the  specific  skills  your  company  requires. 

Then,  having  found  and  made  all  those  friends,  your  com- 
pany will  be  even  more  pleased  to  learn  what  else  is  in  the 


neighborhood:  Resources. 
Access  to  markets.  The 
cultural,  transportation, 
and  financial  center  of  the 
Southeast.  And  much, 
much  more. 

Which  your  company 
could  be  reading  about 
next  week.  If  it  mails  our 
coupon  today. 


GEORGIA. 

Where  o  company  con  live  like  a  human  being . 


Georgia  Department  of  Community  Development 
Industry  Division,  Dept.  FB-5,  Box  38097 
Atlanta,  Georgia  30334 

Please  send  me  more  information  about  Georgia. 

Name  

Company  

Address  

City  

State  


.Zip 
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BANKERS 

Makes  Available 

$15,000,000 

Loan  Fund  To 

EXECUTIVES 

Unsecured  Note  Loans  Entirely  by  Mail 
Borrow  $1,000,  $2,000,  $3,000  or  More! 

We  offer  note  loans  nationally  to  business 
executives  on  an  unsecured  basis,  entirely  by 
mail.  This  supplementary  source  of  personal  credit 
to  executives  is  emphatically  confidential.  No 
inquiries  are  made  of  your  banking  affiliations  or 
business  associates;  we  do  not  require  collateral 
or  endorsers.  Our  service  is  as  fast  as  airmail  and 
as  convenient  as  the  installment  loan  department 
at  your  own  bank.  You  are  invited  to  compare  our 
Annual  Percentage  Rate  with  other  companies 
lending  money  by  mail  and  your  local  bank. 

Complete  and  mail       BVA'KERS 
coupon  or  phone  collect  INVESTMENT 
today  for  full  information.       f  0>I RV >f "\ 

BANKERS  INVESTMENT  COMPANY 

PHONE  (316)  662-4431 

Bankers  Investment  Bldg    Ore   F03    •     Hutchinson.  Kans   67501 


Mr  A  j  Walters 

UMIK  INVESTMENT  CO..  Div    F03 

Bankers  Inv   Bldg    Hutchinson.  Kans   67501 

Please  rush  information  and  mail  loan  papers  in  plain  envelope. 

N»me  


Address 
City 


State  . 


2-P. 


THOUGHTS 
FOB 

INCREASED 
PERSONA/. 

POWER 


Q 


THOUGHTS 
FOR 

INCREASED 
PERSONAL 

POWER 

Oiulm  tfou/o  copy 
Um,  (&  FREE! 

THOUGHTS  FOR  INCREASED  PER- 
SONAL POWER  is  a  collection  of 
quotations  from  the  writings  of  Paul  J. 
Meyer,  including  his  well-known  Million 
Dollar  Personal  Success  Plan. 

With  this  free  booklet,  we'll  send  you 
information  describing  a  business  oppor- 
tunity with  Success  Motivation  Institute. 
S.M.I,  is  a  pioneer  and  leader  in  the 
knowledge  /  education  /  communications 
industry. 

Send  for  your  free  copy  of  THOUGHTS 
FOR  INCREASED  PERSONAL  POWER 
and  the  Business  Opportunity  informa- 
tion today  at  no  obligation  to  you. 

Success  Motivation* Institute,  Inc. 

Paul  J.  Meyer,  President 
Box  7614   Dept.  FBS3-3 
Waco,  Texas  76710 
Telephone  817-776-1230 

(Call  Collect) 


Why  Bulls  Shun  Bunnies 


They  just 

can't  see  the  numbers 

for  the  bodies. 

Remember  the  days  when  Wall 
Street  was  skeptical  about  Disney? 
After  all,  it  was  nothing  but  a  Mickey 
Mouse  company. 

This  time  Wall  Street  is  skeptical 
about  bunnies— Playboy  Bunnies. 
But  then,  the  difference  between 
Mickey  Mouse  and  Playboy's  Bunnies 
is  the  difference  between  apple  pie 
and  loose  living. 

Should  Wall  Street  look  more  close- 
ly at  the  percentages  in  sin— just  like 
the  ancient  sect  whose  members  de- 
cided to  worship  the  devil,  since  he 
clearly  had  the  upper  hand?  This  is  a 
company  that  has  gone  from  nothing 
to  $159  million  in  sales  in  19  years— 
with  record  sales  and  earnings  every 
year.  Return  on  equity  last  year  was 
24%;  operating  margin,  16.4%. 

Wall  Street  remains  skeptical.  At  a 
recent  price  of  16,  Playboy  Enter- 
prises sells  at  nearly  one-third  below 
its  original  offering  price.  Can  it  be 
that  investment  committees  are  em- 
barrassed to  have  Playboy  listed  in 
their  portfolios?  Or  that  some  analysts 
are  embarrassed  even  to  pass  it  up  for 
the  committee  to  consider  in  the  first 
place?  They  can't  all  be,  because 
some  20  institutions  do  own  the  stock 
and  hold  around  25%  of  the  2  million 
or  so  shares  in  public  hands.  It  seems 
to  be  the  public  itself  that  is  reluctant. 
Some  analysts  complain  that  they  rec- 
ommend the  stock,  but  the  customers 
aren't  always  interested. 

"It's  the  same  problem  with  ad- 
vertisers," says  Robert  S.  Preuss,  Play- 
boy's   executive    vice    president    and 


chief  operating  officer.  "There  are  still 
managements  too  staid  to  allow  their 
products  in  Playboy.  We  would  love 
to  have  them,  but  we  are  doing  hand- 
somely without  them."  Handsomely, 
indeed.  The  magazine  took  in  $37.9 
million  in  gross  advertising  revenues 
in  the  last  fiscal  year,  and  if  this  is 
nothing  like  the  $92  million  Life 
did  in  its  last  year  of  life,  Playboy  has 
something  Life  never  had:  high  cir- 
culation revenues,  $52  million  last 
year.  Nor  does  Playboy  cost  anything 
like  what  Life  did  to  produce.  On 
revenues  of  $83  million  in  1972— just 
over  half  the  company's  total— the 
magazine  itself  accounted  for  almost 
all  of  pretax  net,  $19.4  million.  By 
contrast,  in  its  last  year  Life  lost  an 
estimated  $5  million  on  revenues  of 
$92  million. 

True,  there  are  other  potential 
problems,  such  as  Playboy's  hotels. 
They  have  so  far  soaked  up  $80  mil- 
lion in  capital  and  are  still  losing  mon- 
ey. (Preuss  predicts  that  they  will 
start  making  money  in  1974.)  In  fact, 
since  nearly  half  of  Playboy's  revenues 
yield  almost  no  earnings,  there  are 
obviously  a  lot  of  hefty  but  unprofit- 
able operations.  On  the  other  hand, 
the  company  could  get  a  windfall 
from  legalization  of  gambling  through- 
out the  U.S.  Preuss'  eyes  must  glitter 
at  the  very  thought. 

Meanwhile,  apparently  Playboy 
stock  does  have  at  least  some  appeal 
to  the  average  investor.  The  company 
reports  that  about  1,000  of  its  est! 
mated  8,500  shareholders  own  only 
one  share.  Obviously  they  didn't  buy 
it  for  an  investment,  but  for  the  hand 
some  reclining  nude  gracing  the  stock 
certificate.  ■ 
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Here  Comes  American  Financial! 

A  new  corporate  giant  is  appearing  on  the  U.S.  scene.  Are  its  ambitions  too  big  for  its  assets? 


Had  a  new  corporate  raider  shown  its 
colors— a  la  the  late  Sixties?  American 
Financial,  a  Cincinnati-based  con- 
glomerate with  over  $900  million  in 
assets,  announced  on  Jan.  30  that  its 
subsidiaries  owned  1  million  shares,  or 
roughly  8%,  of  Kroger  Co.,  the  U.S.' 
third-largest  supermarket  chain,  with 
1971  sales  of  $3.7  billion.  A  take- 
over? "Just,  an  investment,"  said  an 
American  Financial  official. 

An  investment?  That  was  how 
American  Financial  had  characterized 
its  22%  position  in  Eugene  Klein's 
$l-billion-assets  National  General 
(Forbes,  Aug.  15,  1972)  back  in 
November.  But  less  than  two  months 
later  it  was  announcing  plans  to 
merge  with  NG. 

So  Kroger  ought  to  be  frantically 
rallying  the  Cincinnati  business  es- 
tablishment for  a  battle  royal,  just  as 
Akron's  B.F.  Goodrich  did  when 
Northwest  Industries  threatened  a 
takeover  in  1969. 

Only  it  isn't.  "AF  doesn't  want  to 
be  in  the  grocery  business,"  says  ana- 
lyst Sevier  Bonnie  of  Cleveland's 
Prescott,  Merrill  &  Turben.  It's  a  $22- 
million  turnaround  speculation,  says  a 
Cincinnati  analyst:  "The  game  on 
Kroger,  as  everyone  knows,  is  to  buy 
in  the  low  20s  and  sell  in  the  mid- 
405.  In  the  last  ten  years  the  stock 
has  done  that  four  times." 

American  Financial  Executive  Vice 
President  Charles  Keating  Jr.  confirms 
that  Kroger  is  a  stock  market  play,  not 
a  piece  of  conglomeration.  "Listen," 
he  says  heatedly,  "we're  not  a  guy  who* 
just  put  a  bunch  of  things  together." 

Conglomerate  ambitions  American 
Financial  may  not  have,  but  corporate 
ambitions  it  does  have.  The  fact  is 
that  the  Kroger  deal  is  only  a  sideline. 
Carl  Lindner,  American  Financial's  53- 
year-old  founder  and  chief  executive, 
is  after  big  game— always  has  been. 
He  left  high  school  and  began  deliv- 
ering milk  in  Cincinnati.  Before  long, 
Carl  and  his  brothers  Bob  and  Dick 
had  built  up  a  successful  dairy  prod- 
ucts chain  by  underselling  Kroger  and 
local  dairies.  In  order  to  get  prime  lo- 
cations in  shopping  centers,  the  broth- 
ers went  into  real  estate,  eventually 
owning  some  of  the  shopping  centers. 
Along  the  way,  in  1958,  American 
Financial  was  born,  and  they  bought 
up  three  'small  savings  &  loans,  entire- 
ly recouping  their  investment  with  a 
50%  stock  offering  in  1961.  Lindner 
thus  became  determined  to  concen- 
trate on  finance,  not  on  groceries. 

"Our  savings  &  loan  had  just  $18 
million  in  assets  when  we  bought  it," 


Keating  recalls.  "Today  it  has  about 
$300  million.  And  we  only  acquired 
two  little  $500,000  S&Ls  along  the 
way  to  get  branches.  We  grew  by 
merchandising  money  availability  and 
by  working  around  the  clock." 

In  1966,  after  successful  entries  in- 
to leasing  and  life  insurance,  Lindner 
acquired  the  Provident  Bank  (fourth 
largest  in  Cincinnati)  and  almost 
quadrupled  its  earnings  to  $6.1  mil- 
lion by  1971.  "In  the  credit  crunch 
of  1970,"  says  Bonnie  of  Prescott, 
Merrill,  "all  the  other  banks  rushed 
to  make  a  lot  of  loans.  But  Carl  just 
sat  on  his  money,  waited  until  interest 
rates  approached  their  peak,  then 
shoved  it  all  out." 

On  the  surface,  the  results  have 
been  spectacular.  From  1965  to  1971 
American  Financial's  earnings  in- 
creased tenfold,  to  $17.7  million  in- 
cluding a  substantial  extraordinary 
gain.  But  despite  what  Keating  says, 
a  large  part  of  that  six-year  gain, 
perhaps  15%,  coming  from  the  likes  of 
the  Provident 
Bank  and  Amer- 
ican Continental 
Homes,  has  been 
acquired.  And 
since  all  of  AF's 
acquisitions  have 
been  purchases 
rather  than  pool- 
ings, the  results 
have  not  been  re- 
stated to  reflect 
combined  earn- 
ings in  earlier 
years.  Then  there 

Lindner  of 

American  Financial 


is  a  profit  of  $6.9  million  from  the 
sale  of  holdings  in  Ohio  Casualty  and 
Chubb  Corp.  This  nonrecurring  item 
accounts  for  another  43%  of  the  gain. 
Finally,  in  1969  and  1971  American 
Financial  used  warrants  apparently  to 
play  down  interest  expense  and  thus 
overstate  reported  earnings.  In  1971, 
to  persuade  banks  to  renew  a  $15- 
million  loan  at  favorable  interest  rates, 
AF  tossed  in  warrants  to  purchase 
305,750  of  its  common.  In  calculating 
its  interest  expense,  AF,  using  liberal 
accounting,  values  those  warrants  at 
$2.45  a  share.  But  AF  may  be  obli- 
gated to  repurchase  those  warrants 
at  $4.91  each  one  year  later  and  at 
$7.36  after  three  years.  By  such  de- 
vices, AF  has  been  able  to  average 
something  like  15%  on  equity. 

Moreover,  many  of  American  Fi- 
nancial's operations  are  tax-preferred 
by  nature.  Savings  &  loans  can  set 
up  large  reserves  for  losses,  whether 
they  are  used  or  not.  Leasing  com- 
panies can  take  advantage  of  invest- 
ment tax  credits  and  accelerated  de- 
preciation. Fire  and  casualty  insur- 
ance portfolios  typically  are  heavy  on 
tax-free  municipal  bonds.  And  divi- 
dend income  from  investments  and  un- 
consolidated subsidiaries,  like  the 
Provident  Bank  and  American  Finan- 
cial Insurance,  are  85%  tax  free. 

For  such  opportunities,  Lindner 
clearly  prefers  finance  to  the  grocery 
business.  He  wants  to  merge  with  Na- 
tional General  primarily  to  get  his 
hands  on  NG's  profitable  $600-mil- 
lion  Great  American  Insurance  sub- 
sidiary. The  deal,  if  it  goes  through, 


Cincinnati's  Carl  Lindner  quit  high 
school  to  become  a  milkman.  Now 
he  and  his  family  control  30%  of 
$900-million  American  Financial, 
with  holdings  in  homebuilding,  in- 
surance, banking  and  newspapers. 
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Facts  for  your  portfolio  on 


FERRO 


Ferro  Achieves 
Record  1972 

Sales  and  Profits 


•  Ferro  Corporation  consolidated  sales  during  1972 
were  22%  higher  than  1971. 

•  Net  income  for  1972  increased  57%  over  1971. 

•  Ferro's  earnings  per  share  in  1972  were  44% 
higher  than  1971. 

UNAUDITED  Twelve  Months 
CONSOLIDATED  RESULTS      Ended  Dec.  31 

(Thousands  of  dollars)  1972                1971 

•  Net  Sales $204,841         $167,500 

•  Income  Before  Taxes  . .  22,017             14,298 

•  Income  Taxes 9,605               6,400 

•  Net  Income 12,412               7,898 

•  Earnings  per  share 
based  on  average 

shares  outstanding.  .  .  .  $3.14  $2.18 

•  Average  shares 

outstanding 3,952,389        3,622,537 

•  Ferro  has  had  an  average  annual  compounded 
growth  rate  of  11.3%  in  sales  and  14.4%  in 
earnings  over  the  past  ten  years. 

•  Ferro  is  a  multinational  producer  of  specialty- 
materials  for  the  plastics  and  ceramics  industries. 

Write  for  a  copy  of  our  latest  financial  report: 
Dept.F-0301,  One  Erieview  Plaza,  Cleveland,  Ohio. 


® 


FERRO 

CORPORATION 
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could  involve  a  total  expenditure  ol 
$240  million,  but  only  a  portion  of 
that,  roughly  $91  million,  will  be  for 
hard  cash.  Most  of  that  is  being 
financed  by  a  recently  negotiated  $75- 
million  term  loan.  "Put  those  two 
highly  leveraged  companies  together," 
says  one  Cincinnati  analyst,  "and  you 
have  the  most  complex  set  of  financial 
statements  in  the  U.S.,  with  the  pos- 
sible exception  of  LTV!" 
<• 

The  Absolute  Fetishist 

That  LTV  analogy  is  hardly  en- 
couraging, but  Keating  denies  that 
AF  is  overextending  itself.  Says  he: 
"We  have  not  bitten  off  anything  that 
was  too  big  for  us  to  swallow  to  date, 
and  believe  me,  there  were  literally 
thousands  of  hours  of  study  on  our 
part  before  we  made  this  move.  In 
our  opinion,  the  cash  flow  and  the 
other  essentials,  including  personnel, 
are  well  in  line.  And  if  at  any  time 
we  felt  we  were  leveraged  too  much, 
we  not  only  have  marketable  securi- 
ties, we  have  companies  that  are 
readily  exchangeable  for  cash." 

Already,  in  making  its  tender  offer 
for  National  General's  warrants,  Amer- 
ican Financial  has  faced  up  to  the 
toughest  problem  posed  by  the  NG 
acquisition— the  tremendous  dilution 
threat  of  NG's  9.3  million  warrants 
(which  would  almost  triple  the  out- 
standing stock  if  exercised).  One  ma- 
jor NG  warrant  holder  filed  a  class- 
action  suit  charging  that  the  terms  of 
the  initial  merger  announcement  had 
been  designed  to  drive  down  the  price 
of  the  warrants  so  they  could  be 
purchased  by  AF  at  substantial  dis- 
counts. But  by  Feb.  1,  American  Fi- 
nancial had  raised  the  needed  $63 
million  in  cash  to  tender  for  all  of 
NG's  warrants  at  their  longtime  pre- 
merger-announcement  price  of  $6.75. 

For  American  Financial,  the  real 
question  may  be  the  degree  to  which 
Carl  Lindner  can  control  his  own  am- 
bitions. In  taking  over  National  Gen- 
eral, it  is  taking  over  a  company 
which  has  anything  but  conservative 
bookkeeping  and  which  has  had  prob- 
lems with  the  Securities  &  Exchange 
Commission.  Obviously,  keeping  the 
earnings  of  a  $1.9-billion  company 
growing  at  nearly  30%  a  year  means 
taking  ever  greater  risks.  AF's  1971 
annual  report  carries  a  table  showing 
how  a  100-share  invest  incut  in  1961 
had  grown  from  $1,350  to  $25,394.18. 
"This  represents  a  compounded  an- 
nual gain  on  the  investment  <>t  30% 
a  year,"  says  the  text.  "Carl  has  an 
absolute  fetish  about  that,"  says  a 
Cincinnati  analyst. 

Isn't     that     the     same     fetish     that 
caused   Litton    Industries,    LTV   and 
so  many  other  conglomerates  to  ovei 
reach  their  abilities?  ■ 
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Dry  Run  for  A&P? 

What's  Charlie  Bluhdorn  got  in  mind 

for  A&P?  The  past  few  years  at  Bohack  Corp. 

offer  some  intriguing  answers. 


In  his  earlier  takeover  bids,  Gulf  & 
Western  Chairman  Charles  G.  Bluh- 
dorn could  never  make  very  much  of 
a  pretense  of  knowing  anything  about 
oil  or  airlines  or  machinery.  But  his 
bid  for  a  major  stake  in  the  Great 
Atlantic  &  Pacific  Tea  Co.  is  some- 
thing else  again. 

The  fact  is  that  for  seven  years 
now,  Bluhdorn  has  been  dipping  into 
the  supermarket  business.  In  a  sense 
he  got  his  start  in  the  early  Fifties 
when,  as  an  export-import  trader,  he 
set  up  his  own  firm,  Fortuna  Coffee, 
to  bring  Brazilian  coffee  into  the  U.S. 
for  a  group  of  supermarkets  that  in- 
cluded A&P.  Then  in  1965  he  per- 
sonally bought  a  20%  controlling  in- 
terest in  Bohack  Corp.,  a  smallish 
Brooklyn-headquartered  supermarket 
chain,  for  about  $1.5  million,  and  has 
used  it  ever  since  as  a  full-scale 
laboratory  to  test  his  ideas. 

Even  in  retrospect,  it's  too  much 
to  suggest  that  he  had  A&P  in  mind. 
But  the  two  companies'  problems  are 
remarkably  similar:  Seedy  stores, 
heavy  concentration  in  urban  rather 
than  suburban  areas,  lethargic  man- 
agement. At  first,  Bluhdorn  moved 
in  a  friend,  Harold  Toppel,  who  had 
done  well  with  Puerto  Rico's  Pueblo 
chain,  but  he  quit  in  1966;  and 
though  Bluhdorn  named  Joseph  Bin- 
der, general  manager  from  Sloan's  Su- 
permarkets as  president  and  Franklin 
Knobel,  a  N.Y.  real  estate  develops, 
as  chairman,  he  took  a  tighter  grip 
on  the  reins.  Twice  a  month,  Bluh- 
dorn himself  ran  Bohack's  four-man 
executive  committee  meetings.  "In  be- 
tween meetings,"  recalls  Knobel,  "he 
was  frequently  on  the  phone  to  us." 

Bluhdorn  ordered  sweeping  changes. 
In  seven  years,  Bohack  closed  100  old 
stores,  remodeled  81  others,  added 
over  25  new  ones.  And  in  the  process, 
Bohack  succeeded  in  beating  the 
lease  v-  problem.  "Most  supermarket 
chains,"  says  Knobel,  "when  they  close 
unwanted  stores,  either  pay  a  pen- 
alty to  break  the  lease  or  leave  them 
like  empty  filing  cabinets."  Bohack  re- 
turned only  15  leases  to  their  land- 
lords, out  of  100.  The  rest  were 
farmed  out.  "The  old  stores,"  says 
Knobel,  "became  anything  from  a  Jap- 
anese restaurant  to  a  traffic  court. 
Overall,  we  showed  a  small  profit  on 
our  unwanted  leases." 

Again  conventionally,  Bohack  con- 
centrated on  building  up  its  own  pri- 
vate-brand business,  boosting  it  from 
3%  of  sales  in  1965  to  25%  currently. 
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And  at  about  the  same  time  it  began 
building  a  chain  of  Bohack  Super 
Drug  Stores,  some  units  open  seven 
days  a  week  and  dispensing  not  only 
drugs  but  convenience  items  like 
gourmet  foods,  beverages,  household 
products.  Most  ambitious  of  all,  Bo- 
hack went  deep  into  debt,  doubling 
its  borrowings  to  $18.1  million  in  a 
two-year  period  to  finance  a  chain  of 
suburban  Bohack  Villages,  self-con- 
tained clusters  of  separate  stores  sell- 
ing not  only  food  but  also  hardware, 
soft  goods  and  drugs. 

Bluhdorn,  Binder  and  Knobel  can 
already  point  to  some  solid  progress: 
sales  per  unit  had  risen  from  $1.2  mil- 
lion in  1967  to  $2  million  last  year. 
And  profits?  Well,  they  rose  ninefold, 
from  $125,000  in  1967  to  $1.1  million 
in  1970.  Only,  then  they  plunged  into 
the  red  in  1971  ($167,000)  and  1972 
(perhaps  $1  million). 

Bluhdorn,  Binder  and  Knobel  blame 
A&P  for  Bohack's  regression  into  the 
red.  A&P's  cut-price  WEO  (Where 
Economy  Originates)  campaign  found 
Bohack  especially  vulnerable.  Says 
Binder,  "We  have  A&P  within  spitting 
distance  of  113  of  our  stores." 

Motive? 

Nobody  suggests  that  Bluhdorn's 
interest  in  A&P  stems  from  his  eager- 
ness to  cut  Bohack's  losses;  in  any 
case,  he  has  put  his  Bohack  holdings 
in  a  trust  presided  over  by  (of  all 
people)  Joe  Binder.  Moreover,  he  cer- 
tainly doesn't  want  to  consolidate  any 
part  of  A&P's  losses— estimated  at 
around  $50  million  on  sales  of  $6.3 
billion  last  year— into  Gulf  &  Western's 
P&L  statement;  that's  why  he  is  hold- 
ing his  investment  just  below  20%.  But 
in  theory  A&P  offers  the  same  oppor- 
tunity to  pare  operations,  boost  sales 
per  store— at  $1.3  million,  A&P's  are 
even  lower  than  Bohack's— and  do 
something  about  profits,  which  are 
scrawny  even  in  the  best  of  years. 
Besides,  there  are  all  those  millions  in 
A&P  cash  flow  and  borrowing  power 
(A&P  has  relatively  little  long-term 
debt)  to  finance  a  breathtaking  num- 
ber of  new  ventures— drug  stores, 
shopping  centers  or  anything  else. 

At  this  point,  Bluhdorn  insists 
G&W's  A&P  interest  is  merely  as  an 
investment,  though  one  which  ob- 
viously would  entail  his  having  a  voice 
in  management.  If  the  courts  permit, 
Bluhdorn's  voice  is  likely  to  begin 
ringing  loud  and  clear  at  A&P  just  as 
it  has  at  Bohack  in  recent  years.  ■ 


GETA 

RUNNING 

START  IN 

MISSISSIPPI 


Read  what  Mississippi  is  doing  to 
help  new  industry  find  and  train 
competent  workers.  Right  now,  more 
than  108,000  Mississippians  are  being 
prepared  for  full-time  skilled  employ- 
ment through  a  state-wide  Start-up 
program  of  vocational  and  technical 
training.  These  training  centers  are 
located  throughout  the  state,  staffed 
by  skilled  instructors  and  furnished 
with  a  $20  million  inventory  of  modern 
machinery  and  equipment. 

Your  industry's  requirements  will 
be  analyzed  and  a  tailor-made 
program  of  pre-employment  training 
will  be  designed  and  scheduled  to 
match  your  start-up  plans.  And  the 
State  of  Mississippi  assumes  all  costs 
in  finding  and  training  your  new 
employee  staff. 

We  have  a  new  booklet  that  tells 
the  whole  story.  We'd  like  to  send  you 
one.  Just  send  us  the  coupon  and 
yourfreecopywillbeon  its  way  to  you. 


£ 


Mr.  Harry  D.  Owen,  Director 

Mississippi  Agricultural  & 

Industrial  Board 

P.O.  Box  849 

Jackson,  Mississippi  39205 

□  Please  send  me  information  on 
Mississippi's  Start-up  program. 


NAME. 
TITLE— 


COMPANY. 
ADDRESS— 


CITY,  STATE,  ZIP. 


.   MISSISSIPPI 

\        State  of  Change        i 

^   WILLIAM  L.WALLER, Governor      > 
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If  your  insurance 

man  can't  offer  your 

company  the  following 

services,  you  may  have 


outgrown  him. 


First,  he  should  be  able 
to  offer  you  more  than  insur 
ance  alone. 

Which  may  sound  odd 
coming  from  one  of  the 
world's  largest  insurance 
broker/agents  and 
consultants.  (You  can't 
get  any  more  involved  in 
insurance  than  we  are. ) 

But  if  you're  a 
growing  company,  there's 
a  whole  range  of 
services  you  may 
need  that  your  own 
insurance  man 
can't  really  offer. 

Could  your 

insurance  man 

decorate  your 

company  offices? 

It  may  mean  nothing 
more  than  putting  up 
flame-resistant  drapes.  Or 
putting  in  an  extra  boiler. 
Or  another  doorway. 

Ways  we  minimize  risks 
and  reduce  premiums.  And 
control  losses. 

Not  only  the  loss  of  im- 
mediate income  from 
disaster  either.  We  may 
even  be  able  to  protect  you 
in  business  situations 
you  never  thought  were 
insurable. 


For  example,  if  one  of 
your  supplier's  plants 
were  struck  by  fire,  you 
can  be  insured  against 
the  loss  of  business 
resulting  from  his 
failure  to  deliver  a 
key  part  or  product. 

Or  maybe  you're  not 
getting  top-level  risk 
management  consulting. 
Something  as 
important  to  med- 
ium sized  companies 
as  it  is  to  large  ones. 

What's  your 

insurance  man 

doing  to  keep  your 

secretary  happy? 

We  think  a  big 
part  of  his 
job  is  to  help 
keep  your  people 
happy  at  their  job. 

Through  a  hard-working 
employee  benefits  and 
communications  program. 
One  that  puts  more  into 
their  pockets  than  it  takes 
out  of  yours.  And  then 
lets  them  know  all  about 
it  in  a  personalized  annual 
report.  ( Ours  is  called 
Benefacts,  the  industry's 
most  outstanding  employee 
benefits  statements. ) 


When  you're  faced  with  labor 

pains,  does  your  insurance  man 

help  ease  them? 

He  should. 

Because  the  bigger  your 
company  gets,  the  tougher 
labor  and  union  relations 
become.  We'll  help  you  figure 
how  far  you  can  go  at  the 
bargaining  table.  And 
jthen  help  you  negotiate 
benefit  demands. 

Did  he  ever  write 
a book? 

We  wrote  one 
to  help  grow- 
ing companies 
cope  with  success.  It's  entitled: 
"How  To  Tell  When  Your 
Company  Has  Outgrown  Its 
Insurance  Service." 

Just  write: 
Alexander  &  Alexander  Inc., 
Information  Services,  Dept.  B 
1185  Avenue  of  the  Americas, 
New  York,  New  York  10036. 
It's  something  your  company 
is  entitled  to  know. 


We've  made  a  name  for  ourselves.  Now  we're  making  a  face  for  ourselves 


Alexander 
Alexander 


As  I  See  It 


An  Interview  with  Richard  A.  Musgrave 

Is  the  Capital  Gains  Exemption  Doomed? 


The  pursuit  of  capital  gains  helped  fuel  the  stock  market  boom  of  the 
Fifties  and  Sixties.  But  slowly  the  special  tax  preferences  for 
capital  gains  are  being  whittled  away.  The  old  25%  ceiling  has  been 
scrapped  and  rates  now  run  as  high  as  36.5  %  on  long-term  capital  gains. 
More  whittling  almost  certainly  lies  ahead  and  possibly  even  abolition  of 
preferential  rates  for  capital  gains.  No  less  a  fiscal  conservative  than 
House  Ways  &  Means  Committee  Chairman  Wilbur  Mills  recently 
questioned  the  capital-gains-tax  concept  after  hearing  testimony  from 
Harvard  Professor  Richard  A.  Musgrave. 

If  Musgrave's  testimony  impressed  Representative  Mills,  Forbes  readers 
ought  to  know  about  it.  We  dispatched  Associate  Editor  Geoffrey  Smith 
to  talk  with  Professor  Musgrave,  an  intense,  thoughtful  man  who  sounds 
remarkably  like  Henry  Kissinger,  in  his  paper-strewn  office  on  the  third 
floor  of  Harvard's  Littauer  Center  for  Public  Administration. 


Why  do  you  feel  that  the  capital- 
gains  tax  is  unfair,  Dr.  Musgrave? 

Musgrave:  In  terms  of  tax  equity, 
we  know  from  the  study  that  Dr.  Jo- 
seph Pechman  did  for  Brookings  last 
May  that  because  of  the  preferential 
capital-gains  treatment,  families  with 
incomes  of  over  §100,000  pay  an  av- 
erage effective  tax  of  just  about  30% 
even  though  we  have  70%  brackets. 
And  when  a  man  dies,  the  sum  of  in- 
come tax  and  estate  tax  is  much  high- 
er if  he  accumulated  his  estate  out  of 
wages  and  interest  payments  than  if 
he  accumulated  his  estate  out  of  cap- 
ital gains. 

The  rich  get  away  with  murder. 

If  you  want  to  have  an  equitable 


chant  to  wait  until  the  captain  came 
back,  because  of  the  pirates.  But  we 
now  know  that  the  sensible  way  to 
look  at  a  business  is  in  terms  of  what 
happened  to  its  net  worth  over  a  pe- 
riod. It  is  the  same  for  an  individual. 

Why  not  simply  alter  the  tax  rate 
for  realized  capital  gains,  as  Dr. 
Smith  and  others  propose? 

Musgrave:  Unless  you  tax  unreal- 
ized gains,  you  cannot  tax  realized 
gains  fully  because  you  have  a 
lock-in  effect.  If  you  taxed  realized 
gains  at  50%,  another  asset  would  have 
to  yield  twice  as  much  to  make  you 
switch.  And  Dan  Smith's  sliding-scale 
proposal   that   the  tax  should   be  re- 


'It's  very  difficult  for  a  person  who  works  for  a  wage 

or  salary  and  who  has  no  investment  in  stocks 
or  productive  real  estate  to  understand 

if  capital  gains  are  income  why  it's  treated 
differently  from  his  income."     —Wilbur  Mills 


income  tax,  then  income  ought  to  be 
defined  as  the  accretion  to  a  person's 
wealth  over  a  period.  And  the  sources 
or  uses  of  that  accretion  ought  to  be 
a  matter  of  indifference. 

Dr.  Dan  Throop  Smith  of  Stanford 
has  argued  that  unrealized  capital 
gains  are  conceptually  different  from 
realized  gains.  That  until  income  is 
realized  it  is  not  income. 

Musgrave:  That  reasoning  derives 
from  accounting  thinking.  Now  the 
art  of  accountancy  was  developed  at 
the  time  of  the  Byzantine  Empire 
when  it  was  very  prudent  for  a  mer- 


duced  the  longer  you  hold  the  asset 
is  directly  in  the  wrong  direction.  Be- 
cause tax  deferral  amounts  to  an  in- 
terest-free loan  from  the  Government. 

But    exactly    how    would    you    tax 
unrealized  capital  gains? 

Musgrave:  Well,  nobody  would 
argue  that  you  can  value  all  un- 
realized capital  gains  every  year.  It's 
just  too  much  of  a  task.  The  feasible 
way  to  do  it  is  to  value  assets  at  the 
time  of  death  or  transfer  by  gift.  Let 
the  estate  first  pay  its  back  income 
taxes  on  unrealized  capital  gains,  and 
then  the  estate  hix  on  what  is  left.  In 


Musgrave  of  Harvard 


determining  the  appropriate  income 
tax  bracket,  I  would  allow  for  av- 
eraging over  the  time  it  accrued— 
perhaps  up  to  ten  years.  Beyond  that 
would  simply  be  too  complicated,  in 
most  cases. 

What  about  capital  losses? 

Musgrave:  If  I  argue  that  capital 
gains  are  ordinary  income,  then  I 
must  permit  capital  losses  to  offset 
fully  against  ordinary  income,  not  just 
capital  income.  And  I  would  allow 
losses  to  be  realized  right  away. 

And  corporate  taxes? 

Muscrave:  The  corporation  tax 
should  be  integrated  with  the  individ- 
ual income  tax  system.  Corporate  cap- 
ital gains,  now  taxed  at  30V.  should 
be  taxed  fully  as  corporate  income. 

Now,  of  course,  in  the  larger  sense, 
it  is  silly  to  say  that  corporations  really 
pay  taxes.  In  the  end  it  is  the  share- 
holder, the  consumer  or  the  wage 
earner  who  pays  those  taxes  indirect 
ly,  depending  on  whether  and  how 
the  corporation   shifts   its  tax   burden. 

Taxes  are  paid  by  individuals,  period. 

So,  eventually,  what  we  should  do  is 
impute  all  corporate  source  income, 
whether  it  is  retained  or  whether  it 
is  paid  out  in  dividends,  to  the  share- 
holder. And  then  we  could  forget  the 
corporation  tax.  But  it  is  not  prac- 
tical at  the  moment  because  it  would 
involve  too  much  change. 
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In  eighteen  years  or  so,  this  child  may  be  competing 
with  hundreds  of  others  for  the  same  job. 


By  the  time  this  child  is  grown, 
our  nation's  work  force  should  tota^ 
106  million  persons.  A  net  increase 
of  27  million  jobs  by  1990. 

How  will  they  be  created? 

Foreign  trade  in  the  1960's 
generated  from  600,000 
to  900,000  new  U.S.  jobs. 

One  way  is  through  further 
expansion  abroad.  The  more  a 
company  expands  abroad  the 
greater  its  growth  in  domestic 
employment. 

In  the  1960's,  U.S.  multinational 
companies  increased  domestic 
employment  at  a  higher  rate 
(31.3%)  than  the  national  average 
(12.3%). 

Another  way  to  create  more 
jobs  here  is  to  increase  exports. 

Foreign  trade  generated  from 
600,000  to  900,000  new  jobs  for 
Americans  during  the  1960's,  when 
U.S.  multinational  companies  in- 


creased exports  by  180%  while  the 
national  average  went  up  53.5%. 

Thousands  of  patents  are  held 
by  U.S.  multinational  companies. 
Many,  as  in  our  case,  originated 
abroad  and  are  used  here  to 
develop  new  business. 

Conversely,  many  are  used 
abroad— with  a  portion  of  the 
profits  from  new  sales  remaining 
there.  This  helps  create  new  jobs, 
new  purchasing  power,  new  taxes, 
new  technologies  and  increased 
exports. 

Restrictions  on  foreign  expan- 
sion and  repeal  of  tax 
credits  could  inhibit  future 
growth  of  U.S.  economy. 

Some  of  the  profits,  of  course, 
accrue  here  as  an  important 
contribution  to  the  U.S.  balance  of 
payments. 

Restrictions  on  foreign  expan- 
sion, the  transfer  of  technology, 


and  the  repeal  of  tax  credits 
for  payment  of  foreign  income 
taxes  could  seriously  inhibit 
multinational  companies'  con- 
tributions to  U.S.  economic 
growth. 

This  could  reduce  earnings, 
especially  those  funds  for  research 
and  development  and  domestic 
expansion— from  which  spring 
new  products  and  new  jobs.  Not  to 
mention  increased  exports. 

So  if  our  nation  takes  the  posi- 
tion that  growing  companies  like 
ours  are  today,  in  effect,  exporting 
jobs— something  we  would  never 
condone— there  may  one  day  be  a 
lot  more  18-year-olds  than  there 
are  jobs  for  them. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 


ITT 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


Association  with  the 
Whitney  Harris 
Financial  Opportunities 
Group  entitles  you  to: 

■  Borrow  up  to  $10,000 
within  24  hours 

■  Discreet  and 
confidential 
handling 

■  Flexible  repayment 
schedules  and 

full  prepayment 
privileges. 

Transactions  are  by  personal 
mail  and  nationwide. 

For  particulars  write: 

Mr.  G.  W.  Murphy 
7000  First  Security  Building 
Salt  Lake  City,  Utah  84111 
or  call  toll  free:   800-453-9100 


Whitney 
Harris 
%    Financial 
Opportunities 
Group 

Established  and 
capitalized  by 

ITI 

International  Telephone 
and  Telegraph  Corporation 
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OIL  AND  GAS  DIVISION 

Explores  for  and  develops 
oil  and  gas  reserves  and 
produces  these  fuels  to  help 
meet  the  demands  of  a 
market   in    short    supply. 

WHELAND  FOUNDRY  DIVISION 

Volume  producer  of  grey 
iron  castings,  primarily  for 
the  automotive  industry. 


NORTH  AMERICAN 
ROYALTIES,  INC 

Gordon  Street, 
President 

CHATTANOOGA,   TENN.    37402 


Listed  American  and 

Pacific  Coast  Stock  Exchanges 

(Symbol:  NAR) 
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As  I  See  It 


Wouldn't  this  discourage  capital 
investment  and  economic  growth? 

Musgrave:  The  question  is,  if  we 
want  to  do  something  tax-wise  to  en- 
courage growth,  is  the  blanket  exemp- 
tion of  capital  gains  the  right  way 
to  do  it?  Suppose,  instead,  you  in- 
crease the  investment  tax  credit  to 
25%.  That  would  do  as  much  good  to 
capital  investment  as  fully  taxing 
capital  gains  would  do  harm  to  capital 
investment.  And  you  would  be  left 
with  a  much  more  equitable  system. 

Now  if  you  really  want  to  encour- 
age capital  formation,  long-term  in- 
vestment and  growth,  then  you  ought 
to  favor  a  progressive  tax  on  con- 
sumption and  not  on  income.  Pro- 
fessor Kaldor  in  England  has  pro- 
posed such  a  tax  in  which  you  would 
have  personal  returns,  minimum  in- 
come exemptions,  exemptions  for 
family  size  and  progressive  rates  so 
that  the  first  $1,000  of  consumption 
would  be  taxed  at  1%,  the  next 
$1,000  at  2%  and  everything  above 
say  $50,000  at  100%,  even  300%.  I 
would  buy  that.  It's  a  very  different 
animal  from  a  value-added  tax,  you 
see,  because  of  these  progressive  rates. 

But  all  of  this  would  remove  the 
entrepreneurial  incentive,  wouldn't  it? 

Musgrave:  First  let's  get  an  income 
base  which  includes  everything.  Then 
let's  discuss  whether  the  progressive 
rates  are  too  high.  Now  if  we  tax 
capital  gains  fully  with  a  50%  top 
bracket,  I  think  that  probably  the 
effective  rate  above  $100,000  income 
would  go  up  to  40%  [from  a  present 
30%].  It  would  be  moderately  more 
progressive.  My  system  would  have 
very  little  effect  on  people  with  in- 
comes under  $50,000.  Now  maybe 
the  top  rate  shouldn't  be  as  high  as 
50%.  Maybe  only  40%.  Maybe  we 
should  get  $60  billion  in  revenues  out 
of  an  income  tax,  and  $40  billion  out 
of    a    progressive    consumption    tax. 

Your  proposals  would  play  havoc 
with  the  stock  market,  though.  .  .  . 

Musgrave:  I  don't  think  so.  By  tax- 
ing unrealized  capital  gains  at  death 
we  would  greatly  reduce  the  "locked- 
in"  effect  which  now  exists.  So  there 
would  be  a  more  active  market  and  a 
better  allocation  of  capital. 

Secondly,  the  treatment  of  losses 
would  be  much  more  attractive  under 
rny  proposals.  You  would  recover  50% 
of  your  losses  as  against  just  36%  un- 
der   the    present    system,     and     yon 


would  be  allowed  to  apply  those  losses 
against  ordinary  income— not  just 
capital  gains  as  at  present.  That's  par- 
ticularly advantageous  for  the  small 
investor.  And  it  would  not  discour- 
age investment  in  risky  assets,  you  see. 
Now  I  concede  you  would  pay 
more  taxes  on  capital  gains  under  my 
system.  But  would  anyone  argue  that 
it  is  not  worth  his  time  to  earn  15% 
on  his  investment  and  pay  a  50% 
tax  on  it?  Of  course  not. 

The  moment  xjou  introduce  this, 
you'd  trigger  a  tidal  wave  of  selling. 

Musgrave:  That's  why  I  think  the 
system  would  have  to  be  retroactive 
for  say  six  months  and  be  introduced 
gradually  over  five  to  ten  years. 

Can  a  country  introduce  such  tax 
reforms  unilaterally?  Won't  ivealthy 
people  just  leave  the  country?  After 
all,  most  countries  don't  even  have 
a  capital-gains  tax  and  those  that 
do,  tax  capital  gains  at  reduced  rates. 

Musgrave:  I  can  understand  why  a 
little  village  can't  increase  its  proper- 
ty tax  if  towns  around  it  don't.  But  I 
don't  accept  the  notion  that  because 
other  tax  systems  are  lousy  ours  has 
to  be  too.  If  we  gave  an  example  of 
effective  taxation  then  I  think  other 
countries  would  follow  suit. 

But  is  this  concept  really  feasible 
politically?  The  Carter  Commission 
in  Canada  proposed  these  same  con- 
cepts and  they  were  resoundingly  de- 
feated. And  in  this  country  they  were 
proposed  by  President  Kennedy  in 
1962  and  again  in  1969  by  the  Trea- 
sury, with  no  success. 

Musgrave:  Well,  I  think  the  capital- 
gains  reforms  are  much  the  most  im- 
portant element  in  the  whole  tax-re- 
form picture,  so  if  we  are  serious 
about  tax  reform  we  must  address 
ourselves  to  this  topic.  Now  one  could 
argue  that  hiding  so  massive  a 
subsidy  to  capital  income  in  the  form 
of  a  preferential  capital-gains  tax  is 
the  only  way  in  which  the  political 
system  will  tolerate  it  being  given. 
Right  now  all  of  this  is  sort  of  hidden 
from  the  public  eye.  And  what  keeps 
defeating  proposals  like  this  one  is 
that  it  just  means  cutting  out  the  big- 
gest loophole  for  rich  people,  and  they 
are  very  influential  in  Congress.  But 
my  view  is  that  the  morality  of  the 
tax  system   is  very  important   in   inak 

ing  democracy  Function— especially  In 

the  present  social  climate.    ■ 
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Up 
the  Down  Elevator 

What's  wrong  with  men's  wear? 
The  market— or  the  makers? 

With  $50-million  sales,  men's  wear 
maker  Ratner  Corp.  of  San"  Diego  is 
a  pipsqueak  beside  giants  like  Genes- 
co  ($1.4-billion)  and  Cluett,  Peabody 
($500-million).  But  in  profits,  it's  the 
giants  that  aren't  in  Ratner's  league. 
Ratner's  margin  on  sales  has  averaged 
6%  for  the  last  five  years,  us.  about  3% 
for  its  big  competitors.  Even  in  reces- 
sion-ridden 1970  it  made  4%,  while 
the  big  boys  were— you  should  pardon 
the  expression— losing  their  shirts. 

So  Ratner's  President  Stanley  Fos- 
ter, a  tall,  45-year-old  former  furni- 
ture salesman,  is  worth  listening  to 
when  he  calls  the  men's  wear  busi- 
ness insular. 

New  blood?  New  ideas?  Forget  it, 
says  Foster.  Too  many  clothes  makers 
are  run  by  family  patriarchs,  their  off- 
spring and  relatives,  who  spend  their 
time  watching  each  other:  "Every  ma- 
jor clothing  maker  in  the  country  has 
an  office  at  1290  Avenue  of  the  Amer- 
icas in  New  York.  They  ride  up  and 
down  in  the  same  elevators  comparing 
notes,  convincing  themselves  that 
that's  the  world.  It's  not." 

Years  ago,  riding  the  elevators,  the 
big  shots  talked  themselves  into  going 
into  retailing.  Now  Genesco,  Botany 
and  others  have  store  problems:  "The 
outlets  gave  them  a  false  sense  of  se- 
curity. All  they  were  doing  was  selling 
their  own  clothes  to  themselves." 

Today's  elevator  wisdom  is  tha* 
white  shirts  are  back,  so  the  peacock 
revolution  is  dead.  Nonsense,  says 
Foster,  who  caters  to  the  peacocks; 
the  guys  who  want  to  be  different 
are  in  white.  "Style  isn't  color-con- 
sciousness," Foster  contends,  "it's 
clothes-consciousness." 

The  business  has  other  problems, 
too.  Eastern  garment  workers,  un- 
like the  West's  more  cooperative  types, 
have  successfully  resisted  change  for 
70  years.  Now  the  industry  is  so  hard 
up  that  most  equipment  manufactur- 
ers don't  bother  to  offer  new  automated 
equipment.  Why  should  they?  There 
aren't  enough  affluent  clothes  makers 
to  buy  it. 

But  Foster  does  see  two  promising 
trends.  First,  disposable  income  is 
climbing;  perhaps  to  the  point  where 
dad  can  afford  a  new  suit.  Second, 
teenagers— those  hairy  creatures  in  fa- 
tigue jackets  and  jeans— are  starting  to 
dress  up  again. 

Are  you  listening,  all  you  men's 
wear  makers?  You  have  nothing  to 
lose  but  your  losses.  ■ 
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A  Glass  Company 
that  increased  sales 
by  18%  and  earnings  by 
471/2%in  12  months 
can  see  into 
the  future. 
ASG  isjhe  Glass 
Company 


ASG,  the  big  little  glass  company  nestled  in 
the  hills  of  Kingsport,  Tennessee,  set  an 
all-time  high  for  sales  and  earnings 
during  1972. 

Net  sales  in  the  period  ending  December 
31, 1972  totaled  $60.7  million.  An  18.3% 
increase  over  1971. 

Net  earnings  were  $3.46  million,  or  47.5% 
above  1 971 .  Earnings  per  common  and 
common  equivalent  share  were  $1.11 
comparing  favorably  to  $.76  per  share 
in  1971. 

And,  the  future  is  crystal  clear,  indeed. 
With  plants  in  Okmulgee,  Okla.,  Jeannette, 
Pa.,  Greenland  and  Kingsport,  Tenn.,  ASG 
manufactures  everything  from  insulating 
glass  to  reflective  glass  and  safety  glass,  to 
the  glass  door  panels  for  micro-wave  ovens. 
ASG  even  has  some  class  sitting  on  the 
moon.  And,  those  are  just  a  few  of  the 
reasons  why  ASG  is  the  most  diversified  flat 
glass  manufacturer  in  the  United  States. 

ASG  is  also  the  only  manufacturer  of  flat 
prismatic  glass  used  by  the  lighting  industry 
and  a  major  supplier  of  clear  and  tinted  glass 
for  the  construction  industry. 

Expanding  into  new  markets,  developing 
better  products,  packaging  and  delivery 
systems  to  serve  established  markets. 

Today,  more  than  ever.  ASG  is_The  Glass 
Company 


ASG  Industries  Inc 

The  Glass  Company 

P.O.  Box  929.  Kingsport  Tennessee  37662 
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Anderson 


V\  Cenfury  separates  the  ancient  NCR 

cash  register  (above)  from  the  latest  models.  Bill 

Anderson's  job:  to  make  NCR  as  profitable  as  it  once  was. 


Can  NCR  Come  Back? 

It  has  a  new  boss  and  a  new  determination,  and  the 
smart  boys  aren't  counting  it  out. 


National  Cash  Register,  that  most 
American  of  companies,  brainchild  of 
the  great  John  H.  Patterson,  the  very 
symbol  of  Yankee  ingenuity  and  sales- 
manship .  .  .  National  Cash  Register 
has  gotten  an  Englishman  as  its  op- 
erating head.  William  S.  Anderson, 
53,  born  in  China  and  educated  in 
Shanghai,  last  May  was  named  presi- 
dent and  obvious  heir-apparent  to 
Chief  Executive  Robert  S.  Oelman. 

An  Englishman  running  the  show- 
in  Dayton,  Ohio?  Not  as  farfetched 
as  it  sounds.  Where  National  Cash 
has  been  floundering  at  home,  it  has 
been  flourishing  abroad.  It  now  gets 
half  of  sales  and  two- thirds  of  operat- 
ing profits  from  abroad.  Devaluation 
will  push  the  balance  even  further, 
making  exports  from  the  U.S.  cheaper 
and  profits  from  abroad  worth  more 
in  dollars.  Anderson  cut  his  working 
teeth  in  Hong  Kong,  made  his  big 
reputation  as  chairman  of  NCR  Japan. 

National  Cash  has  taken  severe 
knocks  in  recent  years.  This  is  re- 
flected in  its  stock,  once  a  leading 
growth-glamour  issue  on  the  Big 
Board.  Today  \CR  sells  at  hardly 
more  than  book  value,  and  for  1972 
the  company  reported  a  deficit  of 
■S2.25  a  share. 

Where  NCR  floundered  was  in  its 
head-office  strategy,  and  not  so  much 
in  its  strategic  decisions  themselves  as 
in  when  it  made  them  and  how  it 
carried  them  out.  The  central  question 


for  NCR  was  the  same  as  for  every 
office  equipment  company:  How  to 
relate  to  the  computer  age? 

President  Anderson  paraphrases 
what  Chairman  Robert  S.  Oelman 
and  others  have  long  said:  "A  lot  of 
people  think  we  went  into  computers 
for  the  glamour.  They're  wrong.  It 
was  to  protect  our  existing  businesses. 
Without  our  computers— which  are 
now  about  at  the  break-even  point— 
we  wouldn't  have  our  other  profitable 
businesses:  maintenance,  supplies,  ter- 
minals, accounting  machines."  In 
short,  NCR  figured  that  sooner  or 
later  most  business  equipment  would 
go  electronic. 

Too  Late,  Too  Little? 

Fair  enough.  But  this  statement 
begs  several  questions,  notably  how 
long  it  took  to  make  that  decision  and 
how  it  was  implemented.  Over  a  dec- 
ade ago  a  Forbes  cover  story  com- 
mented on  the  "faint  schizophrenic 
haze"  that  hung  over  NCR's  annual 
reports  in  the  early  Fifties  as  it  tried 
to  convince  its  shareholders  that  the 
looming  EDP  revolution  wasn't  neces- 
sarily all  that  important.  And  when 
it  finally  decided  to  get  its  feet  wet  in 
the  mid-Fifties,  it  also  tried  to  keep 
one  foot  firmly  on  shore.  The  result 
was  that  it  took  a  bath  in  computers. 

NCR  acquired  its  first  small  com- 
puter operation  in  1953.  In  1959, 
with    Ceneral    Electric's    assistance,    it 


Oelman 


brought  out  the  NCR  304  computer. 
After  that,  unfortunately,  the  compa- 
ny simply  "quit  pushing  for  the  next 
three  or  four  years,"'  to  quote  former 
CE  computer  expert  Herbert  Grosch. 
"They  maintained  the  30  units  that 
had  been  sold  but  didn't  go  after  new 
orders.  I  think  they  were  cynical 
about  the  reproducibility  of  transistors 
—the  304  was  one  of  the  first  solid- 
state  computers,  a  real  innovation. 

"But  they  couldn't  stay  out.  In  1962 
they  went  back  in  with  the  medium- 
sized  315,  but  by  then  IBM  was  al- 
ready an  enormous  power  in  the  field.  ' 
Adds  computer  historian  Henry  Tropp. 
"They  could  have  sold  two  or  three 
hundred  304s.  My  feeling  is  that  the) 
were  handicapped  by  a  limited 
long-range  view." 

Having  been  overcautious  in  the 
Fifties  about  getting  into  computers, 
NCR  repeated  the  mistake  in  the 
Sixties  in  its  main  businesses:  cash 
registers,  adding  machines,  account- 
ing machines.  Competitor  Burroughs, 

which    brought    out    its    first    compu 
ter  .it    about    the   same   lime   as    \<    R 

304,  spent  the  earlj  Sixties  switch- 
ing all  its  office  equipment  over  in 
electronic  operation.  Burroughs  paid 
the  price  in  four  years  ol  Hat  earnings 
and  lowered  return  on  equity,  not 
to    mention    stock    price.    Today    it    is 

the   leader   m    accounting   machines; 
fi\  e  years  ago  NCR  w as. 
To  be  sun-   \(  !R  began  its  switch- 
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$100,000,000 

Commonwealth  Edison  Company 

1%%  Sinking  Fund  Debentures,  Series  1  Due  February  15,  2003 

The  Bonds  will  bear  interest  from  February  15, 1973  and  will  mature  February  15,  2003 


Price  100. 885%  and  accrued  interest 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  these  securities.  The  offering  is 
made  only  by  the  Prospectus  which  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
from  only  such  of  the  undersigned  and  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


HALSEY,  STUART  &  CO.  Inc.   SALOMON  BROTHERS    LEHMAN  BROTHERS 

INCORPORATED 

BEAR,  STEARNS  &  CO.  A.  G.  BECKER  &  CO.  BURNHAM  &  COMPANY  INC. 

INCORPORATED 


LADENBURG.THALMANN  &  CO.  INC.         L.  F.  ROTHSCHILD  &  CO.  SHIELDS  &  COMPANY 

*  INCORPORATED 

F.  S.  SMITHERS  &  CO.,  INC.  KOHLMEYER  &  CO.  BALL,  BURGE  &  KRAUS 

J.  C.  BRADFORD  &  CO.  STERN  BROTHERS  &  CO.  WOOD  GUNDY  INCORPORATED 

ADAMS*  &  PECK  ELKINS,  MORRIS,  STROUD  &  CO.  THE  ILLINOIS  COMPANY 


INCORPORATED 


LOEWI  &  CO.  McMASTER  HUTCHINSON  &  CO.  ROTAN  MOSLE  INC. 

INCORPORATED 


February  6,  1973 
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Our  Bowmar/901B  Electronic 

Calculator  is  so  compact  it  actually  fits  in 

your  shirt  pocket.  Compare  its  size  (3x5x1 ")  and  weight  (less 

than  a  pocket  transistor  radio)  with  that  of  other  so-called  "pocket  models," 

which  often  measure  8"  or  more  and  weigh  two  or  three  pounds. 

But  size  and  weight  are  only  part  of  the  story.  The  Bowmar/90TB  performs 
every  arithmetical  function  you  would  expect  from  an  electronic  desk  calcu- 
lator and  some  found  only  in  advanced  models.  There  are  such  niceties  as 
■  stored  constant  ■  full  floating  decimal  ■  chain  multiplication/division. 

The  Bowmar/901B  features  ■  8-digit  read-out  ■  the  advanced  technology 
of  LIC  circuitry.  ■  It's  powered  by  contained  NiCd  rechargeable  batteries 
(charger  is  included)  ■  but  it  can  be  operated  directly  from  house  current. 

As  an  executive,  salesman,  accountant,  engineer  or  student— anyone  who 
needs  fast  answers,  you  can  hardly  operate  competitively  without  the  aid  of  an 
electronic  calculator.  It  has  become  the  indispenable  tool.  But  until  now, 
price  has  been  a  hurdle.  And  here,  beyond  size  and  performance,  is  the 
best  surprise:  US-made  Bowmar/901B  costs  just  $119.95  — less  than  you 
would  expect  to  pay  for  a  mechanical  calculator.  And  keep  in  mind:  Bowmar 
is  the  standard  of  quality.  You  may  find  an  electronic  calculator  for  $20  less, 
but  compare  the  maker,  features,  quality  and  guarantee. 

Or  you  may  decide  for  the  Bowmar/901D— the  "executive-deluxe"  version. 
It's  same  size,  weight  and  looks,  but  has  10-digit  read-out  and  can  be 
recharged  world-wide,  on  1 1 0V  and  220V. 

Order  either  Bowmar  Calculator  in  confidence  today.  Use  it  for  two  weeks. 
Then— if  it  doesn't  fill  your  every  expectation,  return  it  for  full  refund. 

There  will  be  no  quibbling.  You  are  the  only  judge.  But,  we  know  this  won't 
happen.  The  speed,  the  compactness  and  convenience  of  the  Bowmar 
Calculator  give  you  an  advantage— a  competitive  edge  you'll  simply  not 
want  to  do  without. 

Please  send  me:  O  Bowmar/901B  ($119.95);  □  Bowmar/901D  ($129.95) 

□  My  check  for  this  amount,  plus  $2.00  for  postage  and  insurance  (plus  tax 
for  California  deliveries)  is  enclosed. 


Charge  my  □  BA,  □  MC ,  Account  # 

Signature (For  MC  or  BA  Only) 

Name 

Address 


.expires. 


297-5 


.Zip. 


haverhills 

584  Washington  Street 
.  San  Francisco,  Calif.  941 1 1 

FM0301 


over  to  electronic  equipment  as  far 
back  as  1963.  But  it  did  it  so  grad- 
ually that  most  of  last  year's  $60-mil- 
lion  write-off  was  on  older  electro- 
mechanical equipment.  This  overhesi- 
tancy,  compounded  by  the  recession, 
led  to  NCR's  total  earnings  collapse 
in  1971  to  4  cents  a  share,  from  $2.11 
only  two  years  earlier. 

<  Fresh  Breeze 

A  sad  tale,  but  one  to  which  "The 
End"  may  soon  be  written.  New  NCR 
President  Anderson,  a  polished,  con- 
fident man  with  a  strong  background 
in  marketing,  does  not  waste  time  de- 
fending NCR's  past  performance.  If 
congratulated  on  his  appointment,  he 
cheerily  replies,  "You  mean,  'Commis- 
erations!' "  and  then  rattles  off  a  list 
of  changes  already  made:  "Produc- 
tion has  been  completely  reorganized. 
We've  broken  up  the  research  &  de- 
velopment organization  to  work  clos- 
er with  our  manufacturing  people. 
Problems  will  be  solved  more  quickly 
and  efficiency  will  be  greater." 

Until  a  few  years  ago  NCR  did 
85%  of  its  domestic  manufacturing  in 
Dayton,  where  it  paid  one  of  the 
highest  industrial  wage  rates  in  the 
country.  Now  only  30%  of  manufac- 
turing is  done  there,  with  the  differ- 
ence shifted  mainly  to  Cambridge, 
Ohio  and  San  Diego.  Another  perenni- 
al NCR  problem,  overstaffing,  seems 
at  least  part  way  to  a  solution  with 
a  reduction  of  some  13,000  in  the  last 
four  years.  Only  a  year  ago,  NCR 
was  showing  $15,428  in  sales  per  em- 
ployee vs.  Burroughs'  $22,760  and 
IBM's  $31,163. 

Anderson's  is  not  the  only  bright 
new  face  at  NCR  headquarters.  Don- 
ald L.  Mcintosh  became  financial  vice 
president  in  October  after  eight  years 
of  supervising  NCR's  account  at  Price 
Waterhouse.  Mcintosh  has  already 
changed  the  company's  accounting. 
Inventory  will  henceforth  be  carried 
on  a  first-in-first-out  instead  of  the 
former  last-in-first-out  basis,  which 
will  increase  reported  earnings  during 
periods  of  rising  prices.  Mcintosh  has 
also  switched  to  straight-line  from  the 
sum-of-the-years-digits  method  of  cal- 
culating   depreciation;    this,    too,    will 

mean  that  higher  earnings  will  be  re 
ported  from  the  first  year  of  a  ma- 
chine's sale  or  lease. 

But  NCR's   Future   must    be   built 

on  a  base  more  solid  than  account- 
ing changes.  What  does  management 
have  to  work  with? 

First,  NCR  does  have  system  ca 
pability  in  business  machines,  mean 

ing  that   it  can  supply  and  service  an 

entire  compatible  family  of  machines 
from  the  central  computei  on  down. 

"Customers,"  Says  Anderson,  "would 
rather  have  a  single  mannlaelmei    ie 
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sponsible  for  the  entire  system."  In 
the  burgeoning  new  point-of-sale  mar- 
ket this  is  important.  Involved  is  a 
system  of  centrally  connected,  com- 
puterized cash  registers.  NCR  com- 
petitors in  this  field  like  Litton,  Pit- 
ney-Bowes-Alpex  and  Singer  are  quick 
to  deny  the  importance  of  system  ca- 
pability, since  they  sell  only  parts  of 
such  systems.  But  the  success  of  IBM 
and  Burroughs  in  other  EDP  fields  is 
evidence  enough  of  at  least  the  po- 
tential advantage  to  be  derived  from 
system  capability. 

Second,  NCR  has  made  a  concerted 
and,  on  the  whole,  successful  effort 
with  its  Century  computer  series,  in- 
troduced in  1968,  to  reach  small  busi- 
nesses that  had  never  had  computers 
before.  It  now  has  an  estimated  15% 
of  all  first-time  U.S.  computer  users, 
and  probably  twice  as  many  computer 
installations  as  Burroughs.  It  is  true 
that  NCR's  installations  are  much 
smaller,  usually  yielding  rentals  of 
$1,000  to  $8,000  per  month  vs.  a 
$5,000-to-$  14,000  range  for  Bur- 
roughs. But  NCR  has  a  potential  ad- 
vantage in  that  small  customers  have 
a  habit  of  growing  up  to  be  big  ones. 

A  third  NCR  plus  is  that  it  soon 
will  be  able,  for  the  first  time,  to  cov- 
er the  entire  size  range  in  computers. 
This  is  by  virtue  of  a  recent  deal  with 
Control  Data  to  develop  compatibility 
in  their  computer  lines.  NCR  would 
supply  the  small-  to  medium-sized 
units  and  Control  Data  the  large  and 
supersized  installations;  peripheral 
equipment  for  all  sizes  is  being  made 
by  a  jointly  owned  company. 

Some  Bright  Spots 

In  marketing,  new  products  are  be- 
ing introduced  with  (for  NCR)  diz-* 
zying  speed:  In  the  past  six  months 
the  new  all-electronic  items  that  have 
appeared  included  an  accounting  ma- 
chine, a  bank  financial  terminal,  a  re- 
tail point-of-sale  system,  a  calculator 
and  a  cash  register.  Anderson  is  aiming 
these  at  specialized  markets  in  which 
NCR  has  always  been  strong:  retail 
stores,  banks,  hotels  and  hospitals. 

Overseas,  NCR  already  has  one  suc- 
cess story  in  Japan  where  the  huge 
Sumitomo  Bank,  long  an  NCR  cus- 
tomer, has  what  Anderson  describes  as 
"the  largest  on-line  bank  system  in 
the  world— not  even  IBM  has  a  larger 
one.  It  uses  $30  million  worth  of  our 
computers  and  at  least  that  much  in 
other  equipment."  In  Europe,  NCR 
and  partner  Control  Data  will  deliver 
a  $12-million  "showpiece"  installa- 
tion for  Zurich's  United  Banking  Corp. 

Whatever  the  stock  market  may 
think,  NCR's  competitors  aren't  ruling 
the  company  out  as  a  major  contender 
for  the  big  electronic  data  processing 
markets  of  the  future.  ■ 


Announce  Expansion  of  Only  Bank  Plan  that 
Allows  Checks  and  Top  Interest  at  Same  Time 

New  Block  of  "U.S.A." 

Bank  Accounts 

To  Be  Opened  to  the  Public 


CHICAGO  (SP)  CITIZENS  BANK 
announces  release  to  the  public  of  a  new 
block  of  its  "United  Security  Accounts." 

These  are  the  only  bank  accounts  in 
the  United  States  that  pay  maximum 
savings  interest  on  money  that  would 
ordinarily  be  kept  earning  nothing  in  a 
checking  account  for  immediate  access. 
Accountholders  can  write  free  checks 
on  credit  against  the  entire  account  while 
interest  is  compounded  daily  on  the 
remaining  balance. 

The  bank  is  in  the  $225,000,000  class 
with  exceptional   reserves  and   F.D.I.C. 


insurance.  All  transactions  are  by  post- 
age-free mail. 

Although  "U.S.A."  accounts  are  held 
by  some  70,000  depositors  throughout 
the  U.S.,  new  accounts  have  only  been 
available  to  persons  recommended  by 
current  accountholders.  Now  the  bank 
says  it  will  release  a  block  of  new 
accounts  for  applicants  without  recom- 
mendation. 

During  this  limited  period,  anyone 
interested  is  invited  without  obligation 
to  send  for  a  free  booklet  describing  the 
advantages  of  these  accounts.  The  cou- 
pon below  should  be  sent  without  delay. 


_---_-----     FREE  BOOKLET  COUPON 
Howard  S.  Hadley,  U.S.A.  Director            /£^^N 
Citizens  Bank  &  Trust  Co.  Dept.  F  24      Udic) 
(Park  Ridge)  Chicago,  III.  60666  ' 

Please  mail  my  Free  Booklet  with  full  information  on 
how  I  can  earn  interest  and  write  checks  at  the  same 
time  with  your  exclusive  United  Security  Account  plan. 

Name 


INITED  .NEURIT)  AU01XT 


Address. 
City 


.State. 


.Zip. 


CITIZENS  BANK 
&  TRUST  CO. 


INVESTMENT 
MANAGEMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for 
possible  capital  appreciation  for  investors 
who  appreciate  the  risks  and  rewards  of  a 
securities  portfolio.  You  own  the  stocks  — 
the  account  is  in  your  name  with  your  broker. 
But  we  give  all  the  buying  and  selling  orders. 
We  have  a  full-time  staff  of  experienced 
market  analysts  and  research  people.  If  this 
makes  sense  to  you,  give  us  permission  to 
send  you  our  booklet  "Personal  Investment 
Management"  by  Spear  &  Staff. 


SPEAR&STAFF.INC 

Investment  Management  Division  Oept    MF301 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
your  investment  management  brochure. 

Name 


Address. 


.State. 


.Zip. 


My  broker  is. 


Confidentially,  my  account  would  amount  to  about  $. 
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The  Money  Men 


More  Devaluations  for  the  Dollar? 


Despite  the  benefits  that  are  sup- 
posed to  accrue  from  such  an  ac- 
tion, the  stock  market  has  reacted 
to  the  dollar  devaluation  with  some 
devaluating  of  its  own. 

Are  investors  simply  reacting  like 
Nervous  Nellies? 

Or  do  they  have  a  gut— and  cor- 
rect—feeling that  devaluation  is  a 
symptom  of  a  disease  rather  than 
a  cure  for  one? 

The  latter  is  true,  says  Dr. 
James  J.  O'Leary.  O'Leary,  58,  is 
an  economist,  a  highly  respected 
one  at  that.  He  was  chief  econo- 
mist at  Lionel  D.  Edie.  In  1969  he 
moved  to  that  venerable  old  bank, 
New  York's  U.S.  Trust  Co.,  where 
he  is  now  vice  chairman. 

We  got  interested  in  O'Leary 's 
views  when  we  read  his  comment 
in  the  press  about  devaluation:  "It's 
still  the  same  old  game." 

Game?  What  game?  We  went 
down  to  U.S.  Trust's  ornate  execu- 
tive offices  on  Wall  Street. 

O'Leary,  assuming  a  benign,  pro- 
fessorial smile,  hunched  forward 
with  hands  folded  together  on  his 
desk.  "The  basic  reason  why  there 
was  speculation  against  the  dollar 
was  concern  that  we  really  were 
not  going  to  do  a  job  pulling  down 
inflation.  Our  economy  is  boom- 
ing, which  makes  avoiding  another 
round  of  inflation  very  difficult  any- 
way. Then  came  Phase  3.  That 
was  interpreted  as  a  relaxation  of 
our  determination. 

"If  we  start  to  show  an  accelera- 
tion of  inflation,  something  like  4% 
or  5%,  then  inevitably  the  dollar 
will  come  under  attack  again.  It's 
the  same  old  game  we've  been  in 
all  along." 

Now  wait  just  a  minute,  we  said. 
Even  if  our  inflation  does  speed 
up,  it  will  still  be  a  lot  less  than 
most  of  the  rest  of  the  world's. 
Moreover,  devaluation  does  make 
exports  cheaper,  imports  dearer. 
Eventually,  that  should  help  our 
balance  of  trade. 

The  good  doctor  retained  his 
bemused  smile.  "The  dollar  is  still 
the  key  currency  even  though  it 
has  been  downgraded.  You  see, 
there  are  so  many  dollars  floating 
around  overseas,  some  $70  billion 
to  $80  billion,  ready  to  move  any- 
where. So  in  a  sense,  our  currency 
has  to  be  purer  than  Caesar's  wife. 
If  it  appears  that  U.S.  inflation  is 


accelerating,  that  is  enough  to  cre- 
ate speculation  against  the  dollar. 
The  whole  process  of  expectations 
is  involved  here.  People  have  a 
tendency  to  assume  the  worst." 

Fair  enough.  With  such  a  huge 
dollar  overhang,  the  U.S.  must 
tread  carefully.  But  why  the  put- 
down  of  the  devaluation? 

"Don't  put  so  much  emphasis  on 
devaluation,"  the  good  doctor  ad- 
monished in  a  friendly  way. 

"Take  Japan.  That's  where  our 
biggest  problem  lies.  Almost  two- 
thirds  of  our  trade  deficit  was  with 
that  country. 

"You  must  understand  that  the 
Japanese  have  found  ways  to  re- 
value their  currency,  take  a  dollar 
revaluation  and  still  achieve  a  very 
large  export  surplus  with  the  U.S. 

"They've  done  it  by  protective 
devices  to  limit  the  imports  of 
American  goods,  and  by  subsidiz- 
ing, in  effect,  their  export  trade." 

We  got  O'Leary 's  point:  De- 
valuation in  and  of  itself  would 
accomplish  little  unless  accompa- 
nied by  substantial  changes  in  the 
rules  of  the  trade  game. 

"We've  got  to  come  to  grips 
with  that  problem,"  said  the  doctor. 
"I  think  that's  what  the  President 
is  talking  about  when  he  says  he's 
going  to  ask  Congress  for  specific 
legislation  to  raise  tariffs  as  well 
as  lower  them.  In  particular, 
what  we're  going  to  do  is  to  hold 
a  club  over  the  Japanese." 

And  armed  with  such  a  club, 
and  having  done  the  Europeans  a 
"favor"  by  devaluing  our  money 
instead  of  forcing  revaluation  of 
theirs,  the  U.S.  could  also  get  a 
better  deal  for  its  agricultural  ex- 
ports to  the  Common  Market. 

We  then  remarked  that  no  one 
in  the  Administration  responded  to 
the  devaluation  with  the  tradition- 
al verbal  blast  against  speculators, 
Zurich  gnomes,  multinational  cor- 
porations, Arab  sheiks,  etc.  Why? 
Was  the  Administration  fearful  that 
doing  so  now  might  open  up  a 
Pandora's  box,  or  rather  a  Burke- 
Hartke  box?  And  does  this  mean 
that  the  Administration  secretly 
welcomed  the  devaluation? 

"The  whole  Burke-Hartke  thing 
is  a  very  serious  threat  at  the  mo- 
ment. The  Administration  is  antici- 
pating this,  and  that  is  another 
reason  why  I  think  it  is  taking  the 


O'Leary  of  U.S.  Trust  Co. 


initiative  in  asking  for  legislation 
to  raise  as  well  as  cut  tariffs. 

"As  for  the  multinational  cor- 
porations, in  many  respects  they 
probably  were  the  speculators.  But 
we've  got  to  expect  this.  If  they 
see  trouble  coming,  they  must  pro- 
tect themselves.  When  they  do  that, 
of  course,  the  fat  is  in  the  fire." 

And  was  the  Administration  un- 
happy about  what  happened? 

The  doctor  now  had  a  wry  smile. 
"The  Administration  probably  was 
not  all  that  upset  by  what  happened 
to  the  dollar.  Japan,  you  see,  had 
been  expected  to  take  some  sub- 
stantive steps  to  lessen  its  surplus 
with  the  U.S.  once  their  elections 
were  over.  Afterwards,  it  became 
painfully  apparent  that  Japan  was 
going  to  do  nothing  of  the  sort.  So 
in  effect,  the  U.S.  said,  'We  have 
got  to  do  something  about  this.' ' 

And  do  something  they  did,  we 
thought.  This  was  action! 

We  felt  better.  But  we  didn't 
feel  better  for  long.  O'Leary 's  good- 
natured  lace  now  turned  grave. 

"I'm  not  a  prophet  of  doom,"  he 
said  in  measured  tones,  "but  the 
way  things  are  going,  this  devalua- 
tion is  just  the  second  in  a  long 
series  of  devaluations. 

"Let  me  explain  it  as  simply  as 
possible:  Today,  the  pressures  all 
around  the  world  arc  to  have  last 
economic  growth   and   to  maintain 

full  employment.  That's  a  princi 

pal  reason  why  were  seeing  the 
tendency   for   the   inflation    rate  to 
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accelerate  everywhere,  even  in 
West  Germany. 

"Look  at  the  U.S.  since  1965. 
We  had  a  boom  followed  by  a 
soaring  rate  of  inflation.  To  rein  it 
in,  we  had  the  1969-70  recession, 
then  controls.  Then  came  the 
strong  recovery  last  year.  Now 
there's  the  threat  of  renewed  infla- 
tion. And  many  people  expect  a 
mild  recession  to  follow." 

Uh  oh!  we  cried.  That  sounds 
like  the  stop-go  syndrome  which 
has  plagued  postwar  Britain. 

"Right.  There's  almost  nothing 
that  can  be  done  that  is  going  to 
be  effective  either  in  terms  of  cur- 
rency changes  or  of  tariff  changes 
if  we  and  other  countries  continue 
to  do  such  a  miserable  job  of  sta- 
bilizing inflation." 

The  doctor  had  a  point.  One 
reason  why  the  old  Bretton  Woods 
system  worked  so  well  for  so  long 
was  that  the  principal  trading 
countries  had  a  reasonable  degree 
of  price  stability. 

"Today,"  said  Dr.  O'Leary,  "these 
countries  have  got  to  find  some  way 
of  achieving  a  good,  sustainable 
growth  rate  that  will  leave  unem- 
ployment relatively  low,  but  do  it 
without  big  jumps  in  inflation." 

A  tall  order.  Politicians  do  have 
to  face  voters.  What  would  have 
happened  if  Nixon  hadn't  hypoed 
the  economy  in  1971-72? 

We  asked  Dr.  O'Leary  what  all 
this  means  for  the  U.S. 

"I'm  not  too  sure  that  we  don't 
need  a  permanent  sort  of  wage/ 
price  control  mechanism.  The  old 
idea  that  the  'invisible  hand'  will 
automatically  regulate  the  market 
is  no  longer  appropriate. 

"What  Congress  ought  to  do  is 
create  something  in  the  fiscal  area 
like  the  Federal  Reserve  Board.  A 
lot  of  our  institutions  are  outmoded 
in  terms  of  needs  of  the  times." 

What  does  this  mean  for  the  stock 
market?  Said  he,  "You  know  what 
can  happen  if  people  expect  more 
inflation,  which  might  be  followed 
by  a  mild  recession." 

We  ventured  one  last  question: 
How  does  what  he's  been  saying 
square  with  Federal  Reserve  Board 
Chairman  Arthur  Burns'  statement, 
"This  is*  the  last  devaluation"? 

"He  had  to  say  that.  But  he 
meant  it.  He's  saying  what  I've 
been  telling  you,  that  devaluation 
alone  won't  work.  We  must  put  our 
house  in  order.  And  that  means 
controlling  inflation."  ■ 


Great  resources  of  brainpower  and  skilled  labor  have  always  characterized  the 
economy  of  Massachusetts.  Our  rich  Academic  resources  have  made  us  a 
national  leader  in  technological  development.  The  list  of  firsts  in  which  we're 
breaking  ground  today  include  everything  from  pollution-control  to  weather 
modification,  to  our  delving  in  Oceanography.  The  environment  here  for  both 
education  and  business  are  two  of  the  things  that  made  Massachusetts  rank 
first  overall  in  an  independent  "Quality  of  Life"  study  of  22  top  states.  To  find 
out  how  your  company  can  do  a  lot  more  than  just  exist  in  Massachusetts,  send 
in  the  coupon  for  a  short  cut  to  the  facts. 


MASSACHUSETTS  DEPARTMENT  OF  COMMERCE  &  DEVELOPMENT 
100  Cambridge  Street 
Boston,  Massachusetts  02202 


Name_ 
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Company- 


Street_ 
City_ 


.State. 


.Zip_ 
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The  power  of  concentration. 


When  you  concentrate  on  something  you're  good  at,  you 
have  the  potential  of  developing  powerful  improvements 
in  the  products  you  make. 

Take  color  TV. 

RCA  pioneered  color  television.  And  since  1954,  when 
we  put  our  first  color  sets  on  the  market,  we've  con- 
centrated on  making  our  sets  better-performing,  longer- 
lasting  and  easier  to  service. 

And  we've  come  a  long  way  in  doing  that.  And  a  lot  of  our 
improvements  resulted  from  our  being  able  to  design 
concentration  — physically— into  electronic  components. 

For  instance,  in  every  one  of  RCA's  100%  solid-state 
XL-100  color  sets,  there  are  twelve  plug-in  AccuCircuit 
modules.  Combined,  these  circuits  perform  85%  of  all 
color-reception  functions. 

And  each  module  is  designed  to  concentrate  on  separate 
electronic  operations.  Which  means  that  if  something 
goes  wrong,  diagnosis  of  the  problem  is  usually  quick  and 
simple  and  more  sets  can  be  repaired  in  the  home 
instead  of  the  shop. 

But  that's  just  one  improvement  out  of  many.  RCA  is 
concentrating  on  developing  even  more  advanced  com- 
ponents for  the  color  TV  of  the  future. 

At  RCA,  we're  concentrating  on  many  areas  of 
opportunity  Like  consumer  electronics,  consumer 
services,  entertainment  and,  of  course,  communications 
technology  Areas  in  which  RCA  has  an  active  role 
today  and  will  seek  an  even  greater  role  tomorrow 


ItCJI 


In  Tune  Again? 

With  the  aid  of 

devaluation,  can  Wurlitzer 

drown  out  that  raucous 

Japanese  music? 

Take  in  the  scene  at  the  Wurlitzer 
Co.'s  recent  convention  of  jukebox 
distributors  in  Acapulco.  The  stage 
curtains  slowly  part  on  Wurlitzer's 
newest  and  shiniest  product.  And 
what  do  they  reveal?  That  classic 
1946  Wurlitzer  jukebox,  gaudy  lights 
flashing,  loudspeaker  blaring  dance 
tunes  of  a  bygone  era. 

"Our  distributors  screamed  and 
yelled,"  says  R.C.  Rolfing,  81,  chair- 
man of  the  century-old  musical  in- 
strument company.  "I  thought  they 
were  going  to  tear  the  house  down. 
I  couldn't  believe  my  ears.  Why, 
hardly  a  month  goes  by  that  I  don't 
hear  our  old  catch  line,  'Gee,  Dad, 
it's  a  Wurlitzer'  on  radio  or  TV.  Our 
name  is  known  everywhere."  Not  sur- 
prisingly, Wurlitzer  is  putting  the  old 
model  back  into  limited  production. 

The  trouble  is  that  Wurlitzer,  like 
its  old  jukebox,  belongs  in  many  ways 
to  a  bygone  era,  an  era  when  the 
products  of  Yankee  ingenuity  found 
a  wide  market  around  the  world  and 
when  Japanese  competition  was  lim- 
ited to  the  cheapest  products.  Be- 
tween the  Japanese  and  the  Italians, 
Wurlitzer  has  been  blitzed  right  out 
of  its  once-lucrative  accordion  busi- 
ness. The  Japanese  also  knocked  off 
Wurlitzer's  band  instrument  business. 

By  hanging  on  in  upright  pianos, 
electronic  organs  and,  especially,  juke- 
boxes, Wurlitzer  has  managed  to 
double  its  sales  over  the  past  decade 
-from  $40  million  to  $80  million.  The 
price  for  this  gain  has  been  high.  On 
the  doubled  sales,  earnings  have  not 
increased  substantially,  and  Wurlitz- 
er's profit  margins  are  down  by  ap- 
proximately 30%  in  a  decade.  Return 
on  equity  has  been  uninspiring:  may- 
be 7%  in  the  fiscal  year  that  ends  this 
month.  During  recent  years  Wurlitz- 
er stock  has  sold  at  a  discount  from 
book  value.  There  have  been  several 
bids  to  take  over  the  company,  frus- 


Nostalgia.  Wurlitzer's  newest  product 

is  an  old  one— a  replica  of  its 

1  940s  jukebox.  But  it  will 

take  more  than  nostalgia  to  bring 

back  the  good  old  days. 

trated  by  the  fact  that  management 
and  the  Wurlitzer  Foundation  own  al- 
most half  the  1.24  million  shares. 

In  pianos,  which  account  for  near- 
ly one-third  of  sales,  Wurlitzer  out- 
sells its  Japanese  competitors  in 
the  U.S.,  and  its  prices— thanks  to 
duty  and  transportation  charges— are 
roughly  the  same.  But  the  competi- 
tion helps  keep  prices  down  and  prof- 
its small.  In  electronic  pianos,  which 
Wurlitzer  pioneered  in  the  Fifties  and 
whose    sales    have    lately    begun    to 


boom,  the  Japanese  are  not  a  factor. 
Currently  most  important  to  the  com- 
pany in  dollar  volume  are  electronic 
organs  ( 35%  of  sales ) .  Unit  sales  were 
up  25%  in  the  last  fiscal  year. 

Wurlitzer  has  been  working  to  re- 
duce its  costs— it  has  just  closed  down 
an  antiquated  piano  plant  in  DeKalb, 
111.,  and  replaced  it  with  a  spanking 
new  one  in  Logan,  Utah— but  there  is 
a  limit  to  how  far  it  can  go,  and  its 
markets  are  not  exactly  booming.  Pi- 
ano sales  (30%  of  Wurlitzer's  total) 
are  on  the  rise  again  after  a  five- 
year  decline;  but  the  total  market,  at 
250,000  units  a  year,  is  quite  small. 
The  U.S.  jukebox  market  (which  with 
vending  machines  provides  28%  of 
sales)  is  about  saturated,  and  Wur- 
litzer must  fight  to  hold  its  25%  share 
of  the  replacement  market. 

Wurlitzer  has  been  selling  a  com- 
pact cassette  jukebox  overseas,  but 
Rolfing  can't  see  it  as  a  really  major 
item  for  some  time— "Phonograph  rec- 
ords are  relatively  cheap,  and  you're 
not  going  to  exchange  all  those  juke- 
boxes here  for  cassettes." 

Wurlitzer  has  benefitted  from  the 
efficiency  and  lower  costs  at  its  two 
German  plants  which  turn  out  juke- 
boxes, vending  machines  and  elec- 
tronic organs  for  the  company's  over- 
seas markets.  These  plants  and  other 
foreign  business  contribute  about  a 
third  of  net  profits. 

The  devaluation  of  the  dollar  is 
certainly  going  to  help  Wurlitzer.  Its 
U.S.  jukeboxes  will  be  cheaper  over- 
seas (but  this  will  be  partly  offset  by 
declining  sales  of  German-built  juke- 
boxes). "Japanese  pianos,"  says  Wur- 
litzer treasurer  Ago  Koerv,  "will  cost 
10%  more.  This  is  a  great  plus."  De- 
valuation ought  to  help,  but  it  won't 
be  a  panacea  for  all  of  Wurlitzer's  ills. 

"This  is  not  a  glamour  business," 
Chairman  Rolfing  says.  "It  is  an  old 
business.  You  have  a  little  growth,  but 
you  don't  take  ofi  like  that"— he  adds. 
raising  one  palm  high  in  the  air. 

Under  the  circumstances,  who  can 
knock  Wurlitzer's  management  for 
not  making  more  money?  They  have 
survived,  remained  profitable  and  pro- 
vided a  good  3,000  jobs  that  might 
Otherwise  have  gone  to  foreign  com- 
panies. What's  so  bad  about  that?  ■ 


Will  Devaluation  Save  the  Day? 


Ago  Koerv,  Wurlitzer's  treasurer, 
thinks  devaluation  "will  hinder  ex- 
ports from  Japan."  In  pianos,  he  ex- 
pects this  to  help  Wurlitzer.  "Japanese 
pianos  should  cost  10%  more,  and  you 
add  freight  and  duties,  which  will 
be  assessed  on  a  higher  base.  The 
price  will  rise  substantially."  But  he 
doubts   Wurlitzer  will   export   pianos 


"because    freight    costs    eat    us    up. 

"In  Germany  itself,  our  sales  prob- 
ably won't  be  affected.  But  with  Ger- 
many shipping  to  Italy,  where  the  lira 
is  weaker,  German  exports  will  be  ad- 
versely affected." 

Koerv  fears  that  Japan  might  use 
its  dollar  power  to  offset  the  U.S.  ad- 
vantage. "If  Japan,  under  the  table, 


creates  export  subsidies,  then  much  <>l 
the  effect  of  the  devaluation  of  the 
dollar  and  revaluation  of  the  yen  will 
be  neutralized.  Perhaps  the  Japanese 
will  even  be  able  to  maintain  many 
of  their  present  U.S.  pric 

In  short,  Wurlitzer  doesn't  expo  I 
that  any  miracles  will  come  from 
devaluation. 
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Faces  Behind  the  Figures 


The  Wrong  Remedy 

In  trying  to  hold  down  interest 
rates,  the  Federal  Government  is 
doing  the  opposite  of  what  it  wants 
to  do:  Instead  of  throwing  water 
on  inflation  and  strengthening  the 
dollar  it  is  throwing  on  oil.  So  says 
Dr.  Homer  Jones,  the  conservative 
former  chief  economist  of  the  Fed- 
eral Reserve  Bank  of  St.  Louis,  who 
is  now  retired  but  is  still  as  out- 
spoken as  ever. 

"We  have  a  big  boom  that  I 
think  is  going  too  fast  and  that  I 
think  is  being  fed  by  excessive 
monetary  expansion,  and,  of  course, 
by  a  very  stimulative  federal  bud- 
get. I  put  the  chief  emphasis  on 
the  money  aspect.  Last  year  the 
money  supply  grew  at  a  rate  of 
over  8%,  which  is  too  rapid,  and  I 
fear  that  this  won't  be  corrected  be- 
cause the  Federal  Reserve  seems  to 
be  much  more  concerned  about  the 
trend  of  interest  rates. 

"The  two  objectives,  controlling 
interest  rates  in  the  short  run  and 
controlling  monetary  growth  in  the 
long  run,  are  not  compatible.  But 
the  problem  is  public  and  Congres- 
sional opinion,  which  never  seems 
to  understand  that  if  in  time  of 
boom  the  Federal  Reserve  tries  to 
keep  interest  rates  down,  it  will  re- 
sult in  excessive  expansion  of  the 
money  supply.  This  in  turn  will 
lead  to  excessive  total  spending  in 
the  economy,  excessive  total  de^, 
mand  for  loan  funds,  and  ultimately 
higher,  not  lower  interest  rates. 

"We  should  have  learned  from 
our  1965-69  experience.  During 
those  years  there  was  a  public  and 
Congressional  clamor  to  keep  in- 
terest rates  down,  and  the  Federal 
Reserve  to  some  extent  met  this 
demand.  This  was  a  prime  cause  of 
the  excessive  total  spending,  exces- 
sive, demand  for  loan  funds,  and 
thev- great  rise  in  interest  rates.  I 
would  say  the  growth  in  the  money 
supply  should  not  exceed  5%  a 
year.  That's  a  little  less  than  the 
rate  of  growth  in  the  gross  national 
product,  but  I  believe  it's  as  great 
or  greater  than  the  long-run  growth 
in  the  economy;  and  at  this  stage  of 
a  boom  we  certainly  shouldn't  be 
above  the  long-term  rate." 

Dr.  Jones  thus  is  convinced  we're 
in  for  further  inflation.  "Let's  say 
the  rate  of  inflation  is  3.5%  now.  I 
wouldn't  be  at  all  surprised  to  see 
it  at  5%  or  more  12  months  from 


now.  I  suspect  unemployment  will 
drop  to  significantly  less  than  5%, 
but  my  reading  of  history  indicates 
that  when  we  drop  below  5%  un- 
employed, inflation  accelerates." 

What  about  the  wage  and  price 
controls;  have  they  helped?  "I  don't 
think  we  know,  and  I  don't  think 
we  will  ever  know.  It  is  likely  that 
they  gave  a  little  jolt  to  the  ex- 
pectations of  increases,  but  this  is 
offset  by  the  bad  aspect  of  the  pub- 
lic's becoming  reconciled  to  this  be- 
ing something  to  be  done  repeated- 
ly. I'm  afraid  that  this  great  build- 
up in  monetary  stimulation  this 
year  will  lead  to  renewed  inflation 


so  that  we  will  feel  we  have  to 
jump  in  again  with  wage  and  price 
controls  of  a  broad  and  rigorous 
nature  a  year  from  now. ...  In  the 
long  run,  controls  impede  good  fis- 
cal and  monetary  policies." 

Is  it  too  late  to  apply  the  brakes? 
"It's  better  now  than  never,  and 
it  will  be  done  sometime.  If  it  is 
done  now,  with  finesse,  then  maybe 
there  won't  be  any  going  over  the 
edge,  and  if  there  is,  it  will  be  less 
of  a  crisis  and  better  in  the  long  run 
than  doing  it  later.  The  longer  you 
postpone  it,  the  greater  will  be  the 
chance  of  a  crisis  and  the  greater 
will  be  the  ill  effects  thereof."  ■ 


Ex-Federal  Reserve  Bank  Economist  Jones 
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Mass  Transit  Lobbyist  Burke 


Mass  Mover? 

For  years,  one  of  the  most  fear- 
some—and successful— lobbies  in 
Washington  consisted  of  the  sup- 
porters and  protectors  of  the  in- 
violate Highway  Trust  Fund.  But 
times  and  conditions  change.  To- 
day the  highway  lobby  is  on  the 
defensive;  the  challenger  is  mass 
transit,  appealing  to  a  potent  coali- 
tion of  urban  and  suburban  legisla- 
tors. The  acknowledged  leader  of 
that  lobby  is  Fred  B.  Burke. 

In  1969,  when  the  Nixon  Ad- 
ministration took  over,  Burke  left 
his  position  as  Deputy  Assistant 
for  Public  Affairs  in  the  Depart- 
ment of  Transportation.  Today,  he 
charges  up  to  $3,000  a  month  as 
a  consultant  to  groups  in  the  mass- 
transit  lobby  like  the  National 
League  of  Cities  and  U.S.  Con- 
ference of  Mayors,  the  American 
Transit  Association  and  the  Rail- 
way Progress  Institute.  Burke  put 
together  the  coalition  that  in  1970 
secured  from  Congress  $10  billion 
over  12  years  for  the  Urban  Mass 
Transit  Authority  for  capital  con- 
struction grants.  More  impressive, 
UMTA's  budget  has  increased 
every  year  since  then.  This  year 
Burke  hopes  to  score  his  greatest 
victory  to  date— federal  operating 
subsidies  for  mass  transit. 

It  may  be  an  uphill  battle.  The 


Administration  supports  capital 
construction  grants  because  they 
create  jobs,  but  not  subsidies, 
which  it  claims  create  only  fed- 
eral spending.  Burke,  an  M.A.  in 
economics  from  Yale,  disagrees. 
"In  Atlanta,"  he  says,  "bus  fares 
were  lowered  with  subsidies  from 
a  1%  sales  tax,  ridership  increased, 
and  the  subsidy  need  decreased." 

Despite  the  Administration's  vig- 
orous opposition,  Burke  is  gather- 
ing strong  support  for  subsidies 
from  city  transit  authorities  which 
face  an  ever-increasing  debt  load; 
bus  and  rail  suppliers  who  find 
those  transit  authorities  unable  to 
replace  old  or  buy  new  equip- 
ment; retailers  and  real  estate 
operators  interested  in  providing 
easier  access  to  the  inner  city; 
and  suburban  commuters  faced 
with  traffic  jams,  parking  fees  and 
prospective  auto  commuter  taxes. 
Mass  transit  already  boasts  back- 
ing from  such  industrial  giants  as 
Exxon,  Shell  Oil,  General  Electric, 
General  Motors,  U.S.  Steel.  Even 
the  Motor  Vehicle  Manufacturers 
Association  supports  subsidies. 

After  a  decade  and  more  of  bil- 
lions for  highways  and  pennies  for 
transit,  the  tables  are  finally  begin- 
ing  to  turn.  Mass  transit  looks  like 
a  lobby  whose  time  has  come,  and 
Fred  Burke  is  the  man  who  is 
prepared  to  make  the  most  of  it.  ■ 


Virtue  Unrewarded? 

It  was  nine  long  years  ago  that 
President  Niles  H.  Hammink  of 
Cleveland's  Scott  &  Fetzer  Co.  de- 
cided, as  so  many  chief  executives 
have  before  him,  that  his  compa- 
ny's price/ earnings  ratio  (then  15) 
was  much  too  low.  So  he  set  about 
trying  to  raise  it.  What  happened? 
A  great  deal,  to  the  company.  Very 
little  to  the  P/E  ratio.  Only  Ham- 
mink  isn't  bitter  about  it. 

When  Hammink  started  his 
quest,  Scott  &  Fetzer's  sole  product 
was  the  Kirby  vacuum  cleaner,  the 
Rolls-Royce  of  the  field,  which  it 
sold  door-to-door  (it's  now  priced 
around  $400).  While  its  sales  were 
only  $18  million,  they  were  grow- 
ing at  over  12%  a  year,  on  which 
S&F  made  13%,  or  $2.4  million. 

"Diversify,"  the  analysts  told  him. 
"The  Street  doesn't  like  one-prod- 
uct companies  making  unglamorous 
things  like  vacuum  cleaners."  Ham- 
mink went  out  and  bought  up  31 


small  companies,  so  S&F  now  also 
makes  (among  many  other  things) 
lighting  fixtures,  cutlery  and  TV 
antennas.  By  1972  it  had  sales  of 


Hammink  of  Scoff  &  Fetzer 


66 


$224  million,  profits  of  $17.7  mil- 
lion. Its  earnings  per  share  were 
growing  at  18.6%  annually,  its  re- 
turn on  equity  was  averaging  24%. 
By  contrast,  Emerson  Electric, 
which  S&F  somewhat  resembles, 
had  EPS  of  12%  and  a  return  on 
equity  of  under  17%. 

So  what  is  Scott  &  Fetzer's  P/E 
now?  Around  16— just  about  where 
it  was  when  Hammink  started  get- 
ting itchy— us.  Emerson  Electrics 
34.  The  reason,  the  analysts  now 
say,  is  that  S&F  resembles  a  multi- 
company  tied  to  the  housing  boom, 
which  many  expect  to  end  soon. 

Doesn't  this  discourage  Niles 
Hammink,  now  61?  Not  a  bit.  He 
thinks  the  experts  were  right  who 
urged  him  to  diversify.  It  gave  him 
a  much  bigger,  more  balanced, 
more  profitable  company,  so  he's 
going  to  keep  at  it.  He  also  has 
faith  in  performance:  "As  long  as 
we  increase  earnings  per  share  at 
better  than  15%  a  year,  someone 
will  notice  us  eventually."  ■ 
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What  White  Knight? 

Ever  since  Rolls-Royce  Motors, 
the  auto  side  of  the  bankrupt  Rolls- 
Royce  empire,  was  spun  off  two 
years  ago,  its  managing  director, 
bright,  brisk  David  Plastow,  39, 
has  been  operating  as  though  to 
dress  up  the  company  for  sale  to 
the  public.  The  proceeds  would 
eventually  go,  of  course,  to  Rolls- 
Royce's  patient  creditors. 

And  who  could  doubt  the  pub- 
lic would  buy?  Rolls-Royce  Motors 
would  have  the  world-renowned 
line  of  cars,  commercial  diesel  en- 
gines for  trucks  and  military  use,  a 
line  of  light-plane  engines  and, 
most  glamorous  of  all,  a  360-horse- 
power  twin-chamber  Wankel  diesel 
prototype  engine  that  could  one 
day  power  the  world's  trucks.  Fur- 
ther, the  company  earned  $7  mil- 
lion in  1971;  and  1972,  with  Plas- 
tow stepping  up  output,  was  prob- 
ably at  least  as  good.  Marketable? 
With   the   Wankel    giving   it   new 


pizazz,  handicappers  who  once 
guessed  the  company  might  sell 
for  $80  million  are  now  raising  the 
ante  closer  to  $125  million. 

But  what  worries  both  Plastow 
and  the  receivers  is  a  spate  of 
rumors  that  the  asset-strippers  are 
lying  in  wait  for  the  public  offering 
—merchant  bank  or  engineering 
firm  consortiums— ready  to  grab  the 
company,  dump  the  less  appetiz- 
ing parts  and  make  a  quick  pound 
on  what  remains.  For  instance,  the 
cars  make  money;  but  a  new  own- 
er after  a  fast  profit  might  up  pro- 
duction and  trim  quality.  So  the 
receivers  are  reportedly  looking  for 
a  bidder  to  take  over  Rolls  for  its 
name  and  heritage  as  well  as  for 
the  profits  to  be  made.  Does  such 
a  modern  white  knight  exist?  It's 
uncertain,  but  the  receivers  are 
now  less  interested  in  "the  best 
price"  than  in  "the  best  deal." 

Which  has  to  mean,  in  plain 
English,  that  there  are  worse  things 
than  being  bankrupt.  ■ 


Plastow  of  Rolls-Royce  Motors 


The  Game$  People  Play 

Some  dolls  cry,  some  walk,  some 
pretend  to  talk.  But  Milton  Brad- 
ley's just  make  money.  If  they 
don't,  says  dapper  President  James 
J.  Shea  Jr.,  47,  Milton  Bradley 
won't  make  them.  Both  fashion  and 
baby  dolls,  he  says,  are  too  faddish, 
need  too  much  promotion.  Milton 
Bradley's  only  dolls  are  two  button- 
and-zip  learning  dolls.  Says  Shea: 
"We  want  a  line  of  products  with 
long-lasting,  stand-alone  appeal." 

The  result?  In  a  year  in  which 
big  toymaker  Mattel  barely  scraped 
by  and  Ideal  Toy  continued  to  slip, 
Milton  Bradley  had  its  best  year, 
earning  nearly  7%  on  $126-million 
sales  and  almost  17%  on  share- 
holders' equity.  Its  stock  recently 
sold  at  a  lofty  18  times  earnings. 

Thisv  emphasis  on  lasting  prod- 
ucts, says  Shea,  who  took  over  the 
big  New  England  toymaker  from 
his  father  in  1967,  has  led  Milton 
Bradley  to  emphasize  puzzles,  pre- 
school educational  items  and  games 
rather  than  toys— especially  puzzles 
and  games,  which  last  year  pro- 
vided 45%  of  sales  and  over  half  of 
earnings.  Shea  prefers  staple  games 
with  high  profit  margins  and  low 
promotion  costs.  Bradley's  best  sell- 
ers include  Pivot  Pool  and  Opera- 
tion. He  avoids  board-type  sports 
games   and  so-called  adult  games 


(like  Group  Therapy)  that  lack 
volume  and  staying  power,  though 
each  year  he  will  gamble  on  two 
or  three  which  capitalize  on  TV 
shows  like  "Password"  or  fad  figures 
like  Archie  Bunker.  Says  Shea: 
"We  hope  they  generate  enough 
volume  in  their  two-  or  three-year 
life  to  be  worthwhile." 

Critics    and    competitors    argue 
that  such  an  approach  isn't  very 


innovative,  and  with  consumer  buy- 
ing apparently  swinging  to  high- 
priced  promotional  items,  Milton 
Bradley  could  miss  the  parade. 

Nonsense,  retorts  Shea.  "Look  at 
the  spending  trends:  Parents  have 
been  spending  less  on  individual 
children  and  more  on  the  family 
group."  Which  means  games.  After 
all,  the  family  that  plays  together 
stays  together.  ■ 
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The  Funds 


Bond  Funds:  The  Stampede  Is  On 


Where  has  all  the  money  gone 
that  is  fleeing  from  mutual  funds? 
Some  of  that  money  has  come 
right  back  to  the  investment  com- 
munity in  the  form  of  public  bond 
funds.  Begun  in  late  1970,  they 
have  picked  up  about  $1.5  billion 
in  public  money  up  to  now.  Not 
all  disillusioned  mutual  fund  mon- 
ey has  gone  into  bond  funds,  but 
clearly  a  lot  of  it  has. 

What  is  a  closed-end  public 
bond  fund?  It  is  a  nonredeemable 
mutual  investment  fund  whose 
proceeds  are  invested  in  fixed-in- 
come debt  securities  and  whose 
own  shares  are  traded  on  the  New 
York  Stock  Exchange  or  over  the 
counter.  Most  of  them  promise 
yields  of  around  7.5%. 

American  General  Life  Insurance 
Co.  launched  the  first  one  in  1970, 
and  now  manages  assets  of  over 
$180  million.  The  big  underwriters 
like  Bache  &  Co.,  Salomon  Bros., 
Loeb  Rhoades  and  Harris,  Upham 
have  followed  with  funds.  The  new 
funds  launched  include  John  Han- 
cock, Mutual  of  Omaha,  St.  Paul 
Fire  and  Casualty  Co.  and  several 
other  insurance  companies. 

Now  the  big  banks  are  jumping 
into  the  game.  BankAmerica  Corp. 
launched  its  $200-million  Mont- 
gomery Street  Income  Securities 
fund  last  month.  By  year's  end  the 
funds  will  probably  have  total  as- 
sets of  $2.5  billion. 

"It's  a  whole  new  sociological 
trend,"  says  Kenneth  Lipper,  31,  as- 


sociate at  Lehman  Bros.  He's  a  big 
hero  there  for  the  way  he  ram- 
jetted  the  $150-million  MassMu- 
tual  Income  Investors  fund  to  mar- 
ket in  record  time  during  less  than 
three  weeks  before  Christmas. 

"Investors  came  out  of  the  1970 
stock  market  very  chastised,"  says 
Lipper.  "They  found  that  a  lot 
that  goes  down  stays  down,  and 
mutual  funds  earning  20%  a  year 
were  more  in  their  imaginations 
than  in  reality.  With  these  funds, 
we  can  say  that  you're  not  going 
into  such  risky  ventures.  You'll 
be  investing  side  by  side  with 
MassMutual." 

The  pitch  worked.  And  to  get 
the  shares  sold  in  time  Lipper 
pushed  five  teams  of  Lehman 
workers  round  the  clock  on  "road- 
shows" in  53  cities.  In  the  shows 
they  enlisted  the  aid  of  salesmen 
in  regional  brokerage  houses  and 
offered  them  75%  selling  concession 
of  the  underwriting  pie.  As  a  re- 
sult, Wall  Street  found  paydirt 
on  Main  Street.  Lehman  is  estimat- 
ed to  have  cleared  a  profit  of  some- 
thing like  $1.1  million  for  the 
three-week  effort. 

Investors  literally  seemed  to  fall 
out  of  the  woodwork— and  the  sav- 
ings banks.  John  R.  Bunting,  chair- 
man of  First  Pennsylvania  Corp., 
whose  Vestaur  Securities  fund  also 
made  a  pre-Christmas  dash  to  mar- 
ket, says  that  two  former  teachers 
called  to  say  they  wanted  to  pull 
their  savings  out  of  the  bank  and 


put  them  in  shares  of  the  Vestaur 
fund.  "And  I  bet  they'll  keep  their 
capital  in  and  reinvest  the  divi- 
dends," says  Bunting. 

But  the  public  may  end  up  less 
than  happy.  Even  though  the  bond 
funds  seldom  sell  at  much  of  a 
'discount,  there  are  other  risks  to 
watch  out  for.  For  one  thing,  the 
funds  hope  to  attain  their  high 
yields,  not  by  sitting  on  their  cor- 
porate and  utility  bonds,  but  rath- 
er by  high-volume  bond  trading. 
Most  of  the  recent  funds  are  struc- 
tured with  70%  to  75%  of  the  port- 
folio in  bonds  down  to  a  BAA  rat- 
ing, U.S.  and  Canadian  securities 
and  commercial  paper.  Another 
fourth  of  the  portfolio  may  be  in 
more  risky  private  placements,  pre- 
ferred stocks  and  convertibles  as 
well  as  straight  debt  securities  rated 
less  than  AA.  Up  to  30%  of  the 
fund's  net  income  can  be  used  for 
short-term  trading.  Leverage  can 
be  applied  in  big  doses  by  borrow- 
ing short  term  from  banks,  and 
investing  long  term  in  the  bond 
market.  For  the  MassMutual  fund, 
leverage  can  go  as  high  as  50% 
of  net  worth. 

Can  such  a  many-sided  vehicle 
return  a  solid  7.5%  a  year?  Wall 
Street  is  full  of  skeptics.  One  is 
Merrill  Lynch,  which  has  opted  for 
less  glamorous  unit  investment 
trusts,  bond  funds  with  fixed  port- 
folios. "There  is  no  way  to  make 
such  a  trading  profit  with  a  bond 
portfolio  on  a  continuing  basis," 
says  Norman  I.  Schvey,  manager 
of  the  bond  funds  department. 

Another  problem  is  that  the  cost 
of  doing  business  is  very  high.  The 
underwriting  load  for  these  funds 
has  been  hitting  8.5%.  If  it's  8%  on 
shares  selling  to  the  public  at  25, 
that  leaves  only  $23  for  the  port- 
folio. On  top  of  the  load  is  the 
management  fee,  usually  0.5%  of 
the  fund's  asset  value,  and  then 
"other  costs,"  which  add  up  to  an- 
other 0.5%.  This,  of  course,  is  be- 
fore the  2.5%  of  the  fund's  cash  in- 
come, which  the  manager  takes. 

With  the  cash  he  has  left  to 
play  with,  the  fund  manager  must 
then  obtain  a  yield  of  8.6%  on  the 
portfolio  in  order  to  pay  out  a  re- 
turn of  only  7%.  Most  will  have  to 
come  from  capital  gains,  as  new 
bonds  presently  aren't  yielding  7.5%. 

"Look  here,"  says  Lipper  in  de- 
fense of  the  approach.  "An  individ- 
ual usually  takes  a  haircut  of  at 
least  2%  when  he  tries  to  buy  and 
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The  Who, 
What, 
When, 
Where, 
Why 
and 


How  of  Corporate  Advertising 


Corporate  advertising  is  advertising  designed  to 
create  goodwill  toward  a  company  as  a  whole,  rather 
than  toward  a  specific  product  or  service. 

Its  purpose  is  to  create  a  favorable  climate  for  the 
sale  of  all  of  a  company's  products ...  present  and 
future.  And  at  the  same  time  it  can  project  an  image 
of  financial  stability  and  social  responsibility  that  im- 
plicitly suggests  the  dependability  and  earning  power 
of  every  share  of  a  company's  stock. 

In  the  past  ten  years,  when  so  many  mergers  and 
acquisitions  have  taken  place,  we  have  seen  a  big  in- 


crease in  the  number  of  diversified,  multi-industry 
companies.  As  a  result,  the  need  for  more  effective 
corporate  identity  advertising  has  been  greater  than 
ever. 

As  the  emphasis  has  turned  to  who  is  advertising, 
rather  than  what  is  being  advertised,  so  has  the  target 
for  corporate  advertising  come  into  greater  focus.  And 
where  is  more  and  more  of  this  advertising  appearing? 
The  following  ten-year  comparison  of  the  leading  mag- 
azines in  general  promotion  advertising  will  prove 
illuminating: 


GENERAL  PROMOTION  ADVERTISING 

1972  vs.  1962 
1972  1962  Gain  or  Loss 


(%) 


Business  Week 
FORBES 

Fortune 
Newsweek 
U.S.  News 
Time 

844.94             1186.40 
510.31               262.14 

•445.38              582.75 
342.12              601.82 
333.11              563.81 
320.56              513.70 

-341.46 
+  248.17 

-137.37 
-259.70 
-230.70 
-193.14 

-28.8 
+  94.7 

-23.6 
-43.2 
-40.9 
-37.6 

Source:   PI B 

As  corporate  advertising  dollars  have  been  more  se 

lectively  invested, 

why  has 

FORBES  been  singled  out  for  an  increasing  share?  Because  advertisers  have 
identified  the  primary  target  for  most  corporate  programs  as  being  the  people 
who  own  and  run  American  business. 

FORBES  has  made  it  its  business  to  know  more  facts  and  figures  on  more  of  the 
nation's  leading  companies  than  any  other  magazine.  And  what  you  know,  you 
can  report  with  less  speculation  and  more  judgment.  So,  naturally,  we  reach 
more  business  leaders  whose  job  it  is  to  know  what  FORBES  knows. 

FORBES  lets  the  important  men  in  business  know  what's  going  on.  If  you  want 
to  reach  these  people,  you  know  how. 


Forbes  knows. 


i 


This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these 
securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


February  9, 1973 


4,600,000  Shares 


Advance  Investors  Corporation 


Common  Stock 


Investment  Adviser 
FIRST  NATIONAL  CITY  BANK 

New  York,  N.Y. 


Advance  Investors  Corporation  is  a  new,  closed-end,  diversified 
investment  company  having  a  primary  investment  objective  of 
long-term  capital  appreciation.  Minimum  purchase  is  1 00  shares. 


Price  $15  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  the  undersigned 
in  any  State  where  these  securities  may  lawfully  be  offered. 


White,Weld&Co. 

Incorporated 


Shearson,  Hammill  &  Co. 

Incorporated 


W.E.Hutton&Co.       Shields  Securities  Corporation       G.  H.Walker  &  Co. 

Incorporated 

Edwards  &  Hanly 


The  Funds 


Hey,  Fuller  &  Smith  &  Ross 

Among  the  largest  companies  on  your  client 
list  (or  their  parent  companies),  37%  more 
corporate  officers  read  FORBES  regularly  than 
read  BUSINESS  WEEK. 


Source:  Erdoi  and  Morgan,  Inc.  1/72. 


sell  bonds  himself."  Lehman  Bros., 
in  its  roadshow,  told  regional  bro- 
kers they  could  expect  a  7%  yield 
on  the  original  investment  and  that 
trading  would  bring  a  return  of 
7.5%  on  three-fourths  of  the  port- 
folio, and  perhaps  8%  on  the  rest. 

Not  all  advisers  see  it  as  that 
automatic.  One  bond  specialist 
thinks  trading  techniques  for  $200- 
million  bond  portfolios  have  yet  to 
be  developed.  He  says:  "I  don't 
think  the  question  has  yet  been 
answered  whether  bonds  lend 
themselves  to  aggressive  manage- 
ment." The  executive  vice  presi- 
dent of  one  of  the  large  New  York 
banks  is  even  more  skeptical.  "I 
think  these  funds  are  over  the  hill 
already,"  he  says. 

Regardless,  the  public  bond 
fundsmen  have  been  thinking  up 
new  devices  to  offset  underwriting 
and  management  costs.  One  allows 
them  to  obtain  fund  leverage  from 
commercial  paper  backed  by  bank 
letters  of  credit;  this  is  like  buy- 
ing bonds  with  borrowed  money. 
Very  frequently  when  the  com- 
mercial paper  rate  and  the  cost  of 
the  letter  of  credit  is  lower  than 
the  prime  rate,  one-eighth  to  three- 
eighths  of  1%  of  costs  can  be 
shaved,  Lipper  of  Lehman  Bros, 
believes.  And  Lehman  Bros.'  com- 
mercial paper  department  prospers 
because  it  handles  the  lending. 

Another  new  fund  gimmick  is 
called  "collateralized  securities 
lending."  This  allows  the  fund  to 
lend  varying  amounts  of  its  bond 
portfolio  to  a  major  underwriter 
short  on  bonds.  The  sweetener  to 
the  fund  is  a  fee  of  0.5%  or  more. 
For  its  part,  the  underwriter  ob- 
tains bonds  needed  for  sale  and 
avoids  bank  borrowing  or  having 
to  cover  his  short  positions  in  an 
unfavorable  market.  "It's  the  kind 
of  a  deal  where  everyone  comes 
out  ahead,"  says  Lipper. 

Investors  have  heard  that  kind 
of  talk  before.  Shares  of  the  first 
fund,  American  General,  are  among 
a  very  few  selling  at  a  premium. 
The  American  General  fund  hit  the 
market  when  yields  were  at  record 
highs,  bought  no  bonds  below  an 
A  rating,  and  decided  not  to  lev- 
erage. For  those  who  come  after, 
says  Charles  Bauer,  president  of 
the  fund,  "they  are  going  to  have 
to  be  exceedingly  clever  to  do  what 
they  say  they  can  do." 

The  word  for  investors,  then,  is: 
Caveat  emptor. 
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Bogle's  Complaint 


The  Securities  &  Exchange  Com- 
mission's decision  last  January  to 
exempt  variable  life  insurance  con- 
tracts from  regulation  by  the  SEC 
brought  the  expected  hosannahs 
from  the  insurance  industry,  but 
not  even  a  whimper  from  the  agen- 
cy you'd  expect  to  object  most: 
the  mutual  fund  industry's  propa- 
ganda arm,  the  Investment  Com- 
pany Institute.  It's  not  going  to  ob- 
ject, either— because,  explains  Pres- 
ident John  Bogle  of  Philadelphia's 
Wellington  Management  Co.,  many 
of  the  funds  that  make  up  the  ICI 
are  controlled  by  insurance  compa- 
nies. Wellington,  of  course,  is  not, 
and  with  seven  other  funds  is  con- 
sidering fighting  the  decision. 

What's  wrong  with  exempting 
variable  life  insurance  from  regula- 
tion? Look  at  the  SEC  staff  report, 
answers  Bogle.  It  found  that  be- 
cause of  the  way  insurance  com- 
missions are  figured— on  a  kind  of 
"front-end-load"  basis— they  would 
effectively  be  far  higher  than  per- 
mitted for  a  mutual  fund,  if  the 
variable  life  purchaser  did  not  live 
to  the  expected  age  or  if  he  de- 
cided to  get  out  of  the  program 
within  a  few  years.  True,  the 
charges  would  be  more  compar- 
able if  the  purchaser  lived  to 
a  ripe  old  age;  but  during  the 
early  years  of  his  contract  he  would 
in  effect  be  locked  in  by  the  com- 
mission structure. 

Why,  then,  did  the  SEC  go 
ahead  and  grant  the  exemption? 
The  answer  is  that  the  SEC  said 
that  1)  variable  life  insurance 
would  be  administratively  complex 
and  difficult  to  handle,  and  2) 
state  regulation  is  expected  to  be- 
come more  effective.  Maybe  so. 
But  in  New  York,  the  strictest  state 
for  insurance  regulation,  variable 
life  charges  are  still  three  times 
as  high  as  those  of  a  comparable 
load  fund. 

Which  is  what  really  worries 
Bogle.  How  can  his  salesmen  com- 
pete with  rivals  who  will  be  per- 
mitted to  rake  off  three  times  as 
much  for  selling  virtually  the  same 
product?  And  how,  he  asks,  can 
the  SEG  refuse  to  regulate  what 
promises  to  be  an  enormous  mar- 
ket? "After  all,"  he  says,  "merely 
because  something  is  difficult  to 
handle  doesn't  mean  it  should  be 
exempted  from  the  security  laws."" 


ENERGY  CRISIS  IN  FOCUS  ^ 

BUY,  HOLD,  SELL  ADVICE     A 
ON  38  OIL  &  GAS  STOCKS 

Including  such  active  issues  as: 

MOUNTAIN  FUEL  SUPPLY,  NATOMAS, 

AUSTRAL,  NUMAC,  BOW  VALLEY 

The  ENERGY  CRISIS  is  a  global  drama.  Oil  and  gas  stocks  are 
the  players.  The  OIL  STATISTICS  BULLETIN  has  provided  the 
program  to  keep  investors  informed  since  1923. 

Send  $5  for  an  introductory  trial  of  the  every- 
other-week  OIL  STATISTICS  BULLETIN  .  .  .and 
receive  our  current  advice  on  38  Oil  &  Gas  Stocks 
at  no  extra  cost.   Send  today  for: 

OIL  STATISTICS  BULLETIN 

Keeping  investors  informed  since  1923 

Babson  Park,  Mass.  02157 


YES,  here  is  my  $5.  Please  send  me  current  advice  on  38  Oil  &  Gas  Stocks  and  an 
introductory  trial  of  the  OIL  STATISTICS  BULLETIN.  I  understand  that  this  offer 
is  for  new  readers  only. 

LJ  Check  here  for  3-month  trial  at  special  rate  of  $30  (regularly  $35)  plus  the  advice. 

NAME  . 

ADDRESS 

CITY STATE ZIP 


(this  trial  will  not  be  assigned  without  your  consent) 

Send  to:  OIL  STATISTICS  COMPANY  Dept.  LF  301  m 

Babson  Park,  Mass.  02157 ^r 


INVESTIGATE  THE 


Established 
1950 


T.R0WE  PRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


■         T    Rnuia 


Mail  Coupon  for  Free  Prospectus  and  Literature 

T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 
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Is  your  company  too  small 
for  Kuhn,  Loeb? 


Kuhn,  Loeb  &  Co.  numbers  industrial  in  traditional  businesses  as  they  grow  to 

giants  among  the  corporations  it  serves,  prominence. 

so  people  are  sometimes  surprised  to  The  size  of  your  company  is  less  im- 

learn  we  also  serve  small  companies.  We  portant  to  us  than  your  demonstrated 

are  proud  of  the  small  growth  companies  desire  to  build  along  sound  lines  into 


we  have  helped  become 
important  in  their  in- 
dustries. 

We've  learned  from 
many  years'  experience 
that  the  surest  way  for 
us  to  grow  is  to  provide  quality  service  on 
an  international  basis  forgrowingclients. 
We  have  obtained  financing  and  pro- 
vided financial  advice  for  clients  devel- 
oping new  products  and  services.  We've 
also  helped  to  nurture  small  companies 


KE 


a  quality  company  that 
is  among  the  leaders  in 
its  industry.  If  you  need 
capital  and  continuing 
financial  advice  and 
guidance  in  your  efforts 
to  get  there,  Kuhn,  Loeb  &  Co.'s  Corpo- 
rate Finance  Department  can  assist  you 
in  fulfilling  your  needs. 

At  Kuhn,  Loeb  &  Co.  growth  is  a  tra- 
dition. We  want  to  help  make  growth  a 
tradition  for  you. 
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mposed  of  the  following:                                   Commerce  privately  owned  housing  starts)            service  price  index  related  to  the  consumer 

taction                                                             Consumption                                                             price  index) 

w  much  are  we  producing?  (Federal  Re-     •  How  much  are  people  spending?  (Dept.  of     Income 

rve  Board  Index  of  Industrial  Production)        Commerce  retail  store  sales)                             •  How  much  are  workers  earning?  (Dept.  of 

lat  volume  of  hard  goods  are  we  ordering?     •  To  what  extent  are  consumers  going  into        Commerce  personal  income,  wage  and  salary 

ept.  of  Commerce  latest  three  months  new        debt?  (Federal  Reserve  net  change  in  con-        disbursements) 

ters  of  durable  goods  related  to  inventories)        sumer  installment  debt)                                    •  How  many  people  have  been  laid  off?  (U.  S. 

w  intensively  are  we  building?  (Dept.  of     •  How  costly  are  services?  (Dept.  of  Commerce        Dept.  of  Labor  initial  unemployment  claims) 

Market 
Comment 

By  L.  0.  Hooper 


Easy  To  Speculate, 
Much  Harder 
To  Invest 


As  the  1973  pattern  develops,  it  is 
increasingly  clear  that  this  will  be  a 
year  of  turmoil  and  contradictions. 
The  business  and  earnings  pattern, 
although  mixed,  seems  likely  to  be 
overwhelmingly  pleasant.  In  spite  of 
the  10%  devaluation  of  the  dollar,  in- 
ternational finance  seems  sure  to  re- 
main in 'a  state  of  turmoil.  What  hap- 
pened fn  February  is  a  patching-up 
rather  than  a  real  mending  of  the 
fabric.  The  stock  market  at  times  will 
blow  very  hot,  and  at  times  very  cold. 
The  range  between  the  1973  high 
and  the  1973  low  may  be  unusually 
wide.  I  expect  to  see  a  range  of  per- 
haps more  than  300  points  in  the  DJI, 
meaning  that  the  high  will  be  higher 
than  anything  we  saw  in  the  first  two 
months,  and  that  the  low  will  be  low- 
er than  anything  we  saw  in  January 
and  February. 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


That,  you  say,  means  that  I  ex- 
pect an  emotional  market  in  1973. 
Yes,  but  I  think  the  market  will  be 
more  than  emotional,  and  more  than 
emotional  both  ways.  I  think  investors 
are  confused,  and  that  this  very  con- 
fusion makes  them  alternatively  opti- 
mistic and  pessimistic.  There's  never 
been  an  environment  exactly  like  this, 
nor  has  there  ever  before  been  a  stock 
market  which  at  once  has  been  so 
big  and  so  thin.  Moreover,  the  real 
leadership  of  this  market,  such  as  it 
is,  really  centers  in  a  few  score  in- 
stitutional favorites  which  fluctuate 
widely  and  sell  at  very  high  prices  in 
relation  to  earnings. 

By  the  time  this  issue  reaches  the 
reader,  volumes  will  have  been  written 
about  the  new  selectivity  in  individ- 
ual stocks  and  groups  caused  by  de- 
valuation. Painting  with  a  broad 
brush,  devaluation  of  the  dollar 
means:    1)    That  in  America  imports 


will  cost  more  and  exports  can  com- 
pete better  with  the  domestic  produc- 
tion abroad.  This  should  help  the  steel 
industry,  make  imports  less  competi- 
tive with  American  cars  and  make 
imported  textiles  more  expensive  in 
relation  to  domestic  ones.  2)  That 
overseas  vacations  will  be  more  expen- 
sive and  help  the  home  vacation  busi- 
ness. 3)  That  the  cost  of  oil  will  in- 
crease (we  import  about  52%  of  what 
we  use)  to  everyone  and  draw  more 
and  more  attention  to  the  energy  cris- 
is. 4)  That  food  exports  will  be  even 
more  desirable  for  Americans,  because 
food  exports  ease  the  balance-of-pay- 
ments  problem  exactly  as  oil  imports 
make  the  balance  of  payments  worse. 

Coming  back  to  the  possibility  that 
Europeans  and  Orientals  will  use 
many  of  their  available  dollars  to  buy 
American  common  stocks,  it  seems  to 
me  that  there  has  been  an  inclination 
to  overestimate  tne  importance  of  this. 
Foreigners  have  an  unfortunate  habit 
of  overestimating  American  economic 
and  political  problems;  and  it  is  my 
personal  observation  from  dealing 
with  them,  both  at  home  and  abroad, 
that  they  tend  to  invest  the  more 
speculative  and  less  stable  parts  of 
their  portfolios  in  America  rather  than 
the  solid  investment  parts.  In  other 
words,  I  wonder  whether  their  in- 
fluence in  the  American  markets,  at 
least  over  short  and  intermediate  pe- 
riods, is  not  to  make  our  equity  mar- 
kets more  speculative.  This  may  not 
be  quite  as  true  of  the  Japanese  in- 
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fluence  on  the  market  as  it  is  of  the 
European  influence,  but  that  is  yet 
to  be  determined. 

It  seems  to  me  that  most  of  the  in- 
fluences outlined  above  tend  to  stir 
up  uncertainty  and  instability  of  selec- 
tive stock  market  approaches.  As  in- 
dicated in  the  heading  of  this  column, 
I  feel  that  the  1973  environment  is 
one  in  which  it  is  much  easier  to 
speculate  than  to  invest.  There  are 
plenty  of  speculative  ideas;  but  one 
can't  help  wondering  how  many  of 
these  theses  may  be  in-and-out,  some- 
what risky  opportunities  rather  than 
long-range  ideas  that  you  can  live 
with  for  two,  three,  five  or  ten  years. 
In  the  long  run,  you  know,  it  is  good 
long-term  investment  ideas  that  build 
fortunes.  Speculators  often  make  mon- 
ey, but  most  of  them  have  trouble 
keeping  it. 

Time  To  Take  Profits? 

What  already  has  been  said  implies 
numerous,  possibly  profitable,  specula- 
tive ideas.  One  is  that  this  is  an  en- 
vironment in  which  it  may  be  desir- 
able to  take  profits  a  little  more  will- 
ingly than  in  more  normal  and  more 
settled  times.  Another  is  that  it  also  is 
a  time  when  it  may  be  good  to  buy 
such  emotional  weakness  as  we  re- 
cently have  seen  in  the  international 
oils  (Standard  Oil  of  Calif.,  79,  may 
be  a  good  example),  the  Alaska  pipe- 
line-oriented companies  (like  Alaska 
Interstate,  32,  and  Bannister  Con- 
tinental, 27,  for  instance)  and  per- 
haps even  fallen  angels  like  McCulloch 
Oil  (14)  and  Skyline  (24). 

It  seems  to  me  that  the  fact  that 
imported  oil  is  going  to  cost  more 
makes  the  domestic  oils  more  attrac- 
tive, and  that  it  provides  a  thesis  to 
own  some  coal  stocks,  like  Pittston 
(33),  Eastern  Gas  6-  Fuel  (28)  and 
even  Kennecott  (26)  and  Continental 
Oil  (40),  both  of  which  own  very 
large  coal  companies. 

The  farm-related  companies  such 
as  International  Harvester  (33)  and 
Deere  ir  Co.  (46)  look  interesting. 
So  do  the  fertilizer  companies  such  as 
International  Minerals  <b  Chemical 
(27)  and  Texas  Gulf  (24)  which  is 
a  major  producer  of  sulphur  and 
superphosphate  as  well  as  one  of  the 
large  nonferrous  metal  producers. 

It  now  may  be  said  with  assurance 
that  the  end  of  subsidized  housing  is 
not  hurting  Federal  National  Mort- 
gage (17)  and  that  the  spread  be- 
tween the  cost  of  money  and  mort- 
gage yields  remains  favorable.  Earn 
ings  this  year  should  be  around  $2.50 
a  share  against  $2.17  in  1972.  The 
dividend  rate  is  being  raised  to  50 
cents  per  annum.  The  company  now 
owns  about  $20  billion  worth  of 
home  mortgages.  ■ 
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Here  We  Go  Again 


Wall  Street  finds  it  difficult  to  de- 
cide what  to  make  of  the  most  recent 
monetary  upheaval.  Or  what  to  do 
about  it.  Once  again  we  have  seen  the 
pathetic  picture  of  the  American  Gov- 
ernment standing  by  helplessly  as 
Germany  and  Japan  were  being  inun- 
dated with  dollars  over  which  the 
U.S.  had  no  control  whatsoever.  The 
amounts  involved  were  so  huge  that 
our  depleted  gold  reserves  were  puny 
by  comparison.  But  even  if  they  had 
been  twice  as  large,  they  could  not 
have  stopped  the  hemorrhage. 

Who  can  tell  at  this  point  whether 
the  second  devaluation  of  the  dollar 
within  a  year  and  a  half  is  bullish  or 
bearish  for  American  stocks?  We  re- 
member, of  course,  what  happened 
the  first  time  around  when  the  Presi- 
dent imposed  some  rather  unusual 
and  drastic  measures  in  an  effort  to 
"protect"  the  dollar.  The  initial  re- 
sponse was  jubilation,  only  to  be  fol- 
lowed by  doubts  over  the  effects  of 
the  freeze  and  Phase  1,  but  winding 
up  with  a  very  strong  rally  in  the  win- 
ter of  1971-72.  But  will  this  pattern 
repeat  itself?  I  doubt  it. 

Tighten  the  Reins 

America's  malaise  goes  far  deeper 
than  to  be  curable  by  another  de- 
valuation and  some  vague  sorts  of  pro- 
tectionism, or  even  by  price-and-wage 
controls.  There  are  problems  which 
you  just  can't  solve  by  legislative  fiat. 
Our  skepticism  (  Forbes,  Sept.  1, 
1971)  unfortunately  was  confirmed 
by  subsequent  events.  We  are  in  the 
same  difficult  position  as  we  were  in 
1971.  There  is  only  one  difference: 
Then,  the  American  economy  was  be- 
ginning to  emerge  from  a  recession, 
and  stimulation  may  have  been  ap- 
propriate. Today,  this  country  is  in 
the  midst  of  a  boom;  it  needs  tighter 
reins  rather  than  the  temporary  stim- 
ulation resulting  from  making  imports 
more  expensive. 

When  the  home  market  is  boiling, 
and  when  shortages  here  and  there 
of  parts,  components  and  even  qual- 
ified labor  make  it  impossible  for  some 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


industries  to  produce  at  full  capacity, 
the  urge  to  export,  to  improve  our 
trade  balance  with  the  rest  of  the 
world,  is  at  a  low  ebb.  Under  such 
conditions  there  is  no  imperative  need 
to  improve  the  acceptability  and 
competitiveness  of  American-made 
products.  In  all  too  many  instances 
even  our  workmanship  is  not  up  to 
snuff— "Don't  buy  a  car  made  on  a 
Monday  or  a  Friday,"  as  the  cynical 
saying  goes.  Labor's  productivity  is 
now  increasing  at  a  much  lower  rate 
than  it  did  a  year  or  two  ago,  and 
the  imminent  prospect  of  many  im- 
portant labor  contracts  coming  up  for 
renewal  makes  the  outlook  for  a  bet- 
ter competitive  position,  international- 
ly, even  more  dismal. 

If  all  this  sounds  rather  gloomy,  I 
am  sorry  to  say  that  I  believe  this 
to  be  the  situation.  The  devaluation  is 
no  help.  It  merely  recognizes  what 
has  been  happening  since  the  days 
of  the  Smithsonian  Agreement.  Pro- 
tectionism doesn't  help  either.  On  the 
contrary,  it  just  makes  matters  worse. 
It's  hellishly  inflationary.  And  the  im- 
age of  the  dollar?  And  with  it  the 
image  of  the  U.S.  as  the  world's  most 
powerful  economic  force?  It  is  high 
time  that  we  face  realities,  unless  we 
want  the  dollar  to  be  looked  at  as 
a  Brazilian  cruzeiro. 

In  view  of  all  this— are  stocks  more 
or  less  attractive  now  than  they  were 
before  this  latest  admission  of  defeat? 
For  foreign  investors,  who  had  been 
selling  American  securities  since  Jan- 
uary in  anticipation  of  the  erosion  of 
the  dollar's  value,  U.S.  stocks  cer- 
tainly have  become  a  lot  cheaper  and, 
therefore,  relatively  more  attractive. 
But  that  consideration  does  not  ap- 
ply to  the  American  investor  buying 
stocks  with  dollars  rather  than  with 
marks,  yen  or  francs.  For  him,  good 
stocks  are  just  as  expensive  as  they 
were  before.  A  strong  rally,  to  which 
I  referred  in  my  previous  column  as 
a  possibility,  did  occur.  But  it  lasted 
only  a  couple  of  days.  Last  month's 
developments  make  me  very  apprehen- 
sive. I  find  it  difficult  to  be  bullish. 

Now  that  the  P/E  ratios  of  all 
common  stocks  have  been  added  to 


the  stock  market  tables,  investors  have 
a  convenient  tool  for  comparisons. 
However,  as  has  been  pointed  out 
many  times  before,  the  "E"  part  of 
the  ratio  is  not  always  to  be  trusted, 
because  in  all  too  many  instances  re- 
ported per-share  earnings  are  not 
what  they  really  are,  but  what  man- 
agements want  the  investing  public  to 
believe  them  to  be. 

<  There  is  another  aspect  of  the  pub- 
lished P/E  ratios  which  deserves 
attention.  By  expressing  the  ratio  in  a 
different  way,  the  investor  can  see 
clearly  what  he  gets  for  his  money. 
And  how  little  it  often  is.  If  a  stock 
has  a  multiple  of  40,  as  in  the  case 
of  IBM,  Corning  Glass  or  Minnesota 
Mining,  for  example,  it  means  that 
this  particular  company  has  earnings 
of  just  about  $25  per  $1,000  of  mar- 
ket value  of  the  stock.  This  is  an 
earnings  yield  of  2lA%.  But  the  inves- 
tor usually  gets  only  a  small  part,  if 
any,  of  such  earnings  in  the  form  of 
dividends,  and  the  actual  income 
yield  may  be  only  about  1%  or  less. 

Before  accepting  such  meager  re- 
turn, investors  must  be  convinced  of 
being  adequately  compensated  for  it 
by  a  strong  and  reasonably  predictable 
growth  of  earnings.  Otherwise  it  will 
take  a  great  many  years  to  match  the 
assured  income  yield  of  7/2%  on  high- 
est-grade corporate  bonds  or  as  much 
as  5%  on  tax-exempts.  It  should  be 
noted  that  the  three  companies  men- 
tioned as  examples  seem  almost  con- 
servatively priced  by  comparison  with 
other  highly  favored  growth  stocks 
where  a  $1,000  investment  buys  cur- 
rent earnings  of  only  about  $12  to 
$15,  and  where  the  dividend  is  of 
such  microscopic  size  as  to  be  utterly 
meaningless. 

Any  stock  that  sells  at  a  very  high 
P/E  becomes  extremely  vulnerable  to 
any  failure  to  live  up  to  expectations. 
As  we  have  seen  many  times  in  the 
past— just  think  of  Litton— this  can  do 
extremely  severe  damage  to  the  price 
of  a  stock. 

The  Utilities 

The  average  utility  stock,  using  the 
Standard  &  Poor's  index  of  55  utilities 
as  a  basis,  has  an  earnings  yield  of 
about  9%  at  present  and  ail  income 
yield  of  5.8%.  Considering  that  this 
industry  has  a  record  of  over  a  quar- 
ter of  a  century  of  annual  earnings 
and  dividend  increases,  a  trend  thai 
is  likely  to  continue  despite  the  util- 
ities' numerous  problems,  it  is  pie 
dictable  thai  I  lie  income  yield  on  util- 
ity stocks  will  exceed  that  of  high- 
grade  bonds  in  the  foreseeable  future. 
If  you  don't  like  bonds,  and  il  you  are 
allergic  to  ultra-high  P/Es,  utility 
stocks  may  meet  a  conservative  In- 
vestor's requirements.  ■ 
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A    Technician's 
Perspective 

ByJohnW.SchuIz 


On  The 

Bargain  Counter? 


Financial  Topic  A  for  February  was, 
hands  down,  the  second  dollar  de- 
valuation in  14  months.  This  move 
has  cut  the  dollar's  cost  to  holders  of 
other  major  currencies  by  a  total  of 
about  18%,  on  average,  since  Decem- 
ber 1971,  when  the  first  devaluation 
came  as  part  of  the  Smithsonian  multi- 
lateral currency  realignment.  Investors 
were  greatly  encouraged,  and  stock 
prices  rose  for  several  months  there- 
after, helped  by  a  fresh  surge  of  de- 
mand from  foreign  buyers,  who 
poured  some  $600  million  into  our 
stock  markets  in  1972's  first  quarter. 

But  this  year's  devaluation  was 
greeted,  after  a  momentary  flurry  of 
demand,  with  icy  skepticism  and 
heavy  selling,  probably  because  the 
first  devaluation  manifestly  had  failed 
to  solve  the  "dollar  problem."  To  be 
sure,  the  second  devaluation  won't 
solve  this  "problem"  either  without 
support  from  other  (nonmonetary) 
measures.  However,  recent  develop- 
ments strongly  suggest  that  such  other 
measures  will  be  taken  relatively  soon 
by  international  agreement. 

To  my  mind,  this  means  that  a 
third  devaluation  has  become  much 
less  likely  than  the  second  one  was, 
more  so  because  after  an  18%  hair- 
cut the  dollar  looks  like  a  pretty  solid 
value  relative  to  the  currencies  of 
most  other  countries,  whose  economies 
are  plagued  by  greater  rates  of  money 
growth  and  inflation  than  ours.  Be- 
sides, the  "other  measures"  due  to 
help  solve  the  dollar  problem  seem 
bound  to  favor  this  country  more  or 
less  at  the  expense  of  others  because 
their  aim  is  to  reduce  the  U.S.  bal- 
ance-of-payments  deficit  while  reduc- 
ing the  surpluses  of  some  of  our  inter- 
national trading  partners. 

All  of  this,  in  my  opinion,  means 
also  that  the  risk  of  foreign-exchange 
loss  for  dollar  holders  is  now  sharply 
reduced  or  even  minimal.  And  that, 
in  turn,  should  mean  some  of  the  $82 
billion  now  held  by  foreigners  should, 
sooner  or  later,  begin  to  seek  invest- 
ment opportunities  in  the  U.S.— direct- 
ly,  through  participation  in  business 
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enterprises,  and  indirectly,  through 
purchase  of  interest-bearing  money- 
market  instruments  and  of  American 
common  stocks.  If  so,  recent  upward 
pressures  on  interest  rates  would  tend 
to  ease,  and  recent  downward  pres- 
sures on  stock  prices  might  be  over- 
balanced by  a  massive  infusion  of 
fresh  buying  power  from  abroad. 

Don't  underestimate  what  a  wave 
of  foreign  buying  could  do  for  our 
stock  market.  Record  net  stock  pur- 
chases from  abroad  were  registered 
in  1969,  a  year  of  rising  stock  prices. 
Last  year,  with  the  Dow  posting  a 
new  alltime  high,  another  record  was 
probably  set,  with  even  more  foreign 
buying  done  during  the  final  quarter 
than  during  the  first.  In  the  second 
and  third  quarters,  when  stock  prices 
were  generally  soft,  demand  from 
abroad  was  very  light.  This  year,  it 
wouldn't  surprise  me  in  the  least  if 
foreign  net  stock  purchases  posted 
yet  another  new  high,  approaching 
or  even  exceeding  $3  billion  (vs.  last 
year's  likely  $2-billion-plus). 

Neglected  Values 

Assuming,  perhaps  not  unrealistical- 
ly,  that  the  stock  market's  1973  sup- 
ply/demand relationship  as  between 
net  new  stock  issues  and  institutional 
net  stock  purchases  will  not  differ 
greatly  from  last  year's,  such  an  in- 
crease in  foreign  demand  could  help 
the  overall  stock  price  movement  stage 
a  worthwhile  advance  by  absorbing 
the  increasing  supplies  normally  to  be 
expected  from  the  public  in  a  strong 
stock  market. 

This  potentially  powerful  boost  to 
the  stock  market's  general  technical 
condition  can  be  envisaged  at  a  time 
when,  as  I  pointed  out  in  my  Feb. 
15  column,  the  median  price/ earn- 
ings ratio  for  a  large  majority  of  U.S. 
common  stocks  has  sunk  to  a  level 
which  seems  to  give  little  or  no  rec- 
ognition to  likely  further  earnings 
gains  this  year  and,  quite  conceivably, 
in  1974.  In  short,  a  twice-devalued 
dollar  may  have  put  the  bulk  of  our 
stock  market  on  the  bargain  counter, 
for  foreign  as  well  as  for  domestic 
investors.  ■ 


Be  a 
Saturday  hero. 

A  hero  isn't  just  somebody  who 
can  wow  a  crowd.  A  hero  is  some- 
body who  makes  a  difference.  And 
it  isn't  really  as  hard  as  it  sounds. 
All  you  have  to  do  is  give  a  little 
of  your  time  each  week  and  you 
can  be  a  hero  to  a  fatherless  boy. 
A  boy  needs  someone  to  look 
up  to.  Someone  to  show  him  he  can 
grow  up  to  be  the  man  he'd  like  to 
be.  You  can  be  that  someone  any 
day  of  the  week.  Call  your  local 
Big  Brothers  today.  Be  a  hero. 

Be  a  Big  Brother. 
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What  The  Gnomes 
Don't  Know 


I've  just  returned  from  a  visit  to  the 
gnomes  of  Zurich,  the  genii  of  Ge- 
neva and  the  lions  of  Lugano.  Al- 
most all  of  them  were  concerned 
about  the  possibilities  of  price  in- 
creases under  Phase  3,  but  not  as 
much  as  they  were  worried  about  the 
galloping  inflation  in  every  country  in 
Europe.  Even  Switzerland  admits  to  a 
rate  of  over  6%,  and  everyone  whispers 
that  it's  actually  much  higher.  When 
the  dollar  was  under  massive  attack 
last  month,  most  of  the  bankers  I  met 
remained  convinced  that  the  dollar 
was  backed  by  the  least-inflation- 
prone  economy  in  the  Western  World. 
The  ensuing  deflation  obviously  has 
shaken  the  Europeans— as  it  has  the 
Americans— but  it  hasn't  changed 
their  basic  confidence  in .  the  U.S. 
economy.  They  still  think  we  have 
the  best  stock  market  in  the  world. 

So,  what  are  they  buying?  Sorry 
to  disappoint  you,  but  they've  been 
doing  almost  precisely  what  the  U.S. 
money  managers  have  been  doing. 
The  IBMs,  the  Eastman  Kodaks— and 
you  can  name  the  rest  of  the  royal 
handful— were  the  companies  in  which 
they  already  had  placed,  and  would 
continue  to  place,  their  bets:  the  ones 
with  high  price/ earnings  multiples 
justified  by  consistent  past  growth 
rates  and  a  high  probability  of  future 
growth.  Not  a  word  about  value,  or 
about  how  high  the  price/ earnings 
multiples  can  get  without  falling  of 
their  own  weight.  Or  about  how 
crowded  the  exits  could  get  if  every- 
one wanted  out  at  once! 

It's  frustrating,  this  worldwide  hard 
psychology:  Literally  nobody  in  the 
world,  it  seems,  wants  to  pay  atten- 
tion to  such  poor  backward  compa- 
nies as  General  Motors,  U.S.  Steel, 
Exxon,  or  International  Paper.  Yet,  no 
bull  market  in  memory  has  neglected 
these  blue  chips  for  this  long.  The 
neglect  is  going  to  become  more  and 
more  glaring  as  the  year  wears  on,  be- 
cause one  of  two  things  is  going  to 
happen:  If  the  business  boom  con- 
tinues, the  cyclical  blue  chips  are  go- 
ing to  have  irresistibly  good  earnings; 
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if  the  boom  fades,  then  the  growth 
stocks  are  going  to  have  trouble  keep- 
ing their  earnings  momentum.  Either 
way  it  turns  out,  the  spread  in  mul- 
tiples should  narrow. 

There's  some  reason  to  believe  that 
the  first  is  going  to  happen  and  the 
cyclical  blue  chips  are  going  up. 
(I've  said  this  before,  and  this  time 
might  be  just  some  more  wishful 
thinking.)  My  reasons  are:  1)  The 
economy  looks  good  for  as  far  out  as 
we  can  see.  2)  One  of  the  drawbacks 
for  cyclical  companies  was  Phase  2, 
which  could  place  limits  on  their 
profits  in  flush  times.  Phase  3  goes  a 
long  way  toward  removing  this  ob- 
jection. 3)  There  seems  to  be  less  risk 
in  low-multiple  stocks  than  in  glamour 
stocks.  And  there's  a  greater  chance 
for  appreciation.  It's  easier  for  a  stock 
to  go  from  10  to  15  times  earnings 
than  from  40  to  60.  4)  New  groups 
often  get  attention  after  sharp  mar- 
ket declines.  We  had  one  in  January. 

Lots  of  Sweefs 

There  are  enough  stocks  selling  at 
near-bargain  prices  to  make  a  value- 
oriented  security  analyst  feel  like  a 
kid  in  a  candy  factory.  Take  the  auto- 
mobile companies  which  were  looking 
for  a  record  year  even  before  devalua- 
tion. Now,  there  should  be  fewer 
Mercedes  and  Toyotas  sold  compared 
with  American  cars.  With  the  analysts 
looking  for  tremendous  earnings  this 
year  of  $8.50  for  GM  (74),  $9.50  or 
more  for  Ford  (68)  and  $5.50  for 
Chrysler  (37),  the  price/ earnings 
multiples  look  awfully  cheap. 

The  paper  companies  have  had  a 
lot  of  problems.  They  were  not  only 
among  the  biggest  polluters,  but  also 
the  industry  suffered  from  overexpan- 
sion.  The  result  has  been  a  clamp- 
down  on  new  plant  construction.  With 
practically  no  new  capacity  coming 
on  stream  and  an  economy  that  needs 
more  and  more  paper  products,  the 
industry  should  be  in  a  seller's  market 
at  least  until  1975.  International  Pa- 
per (39),  St.  Regis  (40)  and  Kim- 
berly-Clark (38)  look  reasonable. 

The  energy  crisis  is  just  beginning. 
Natural  gas,  oil  and  coal  will  all  be 


needed  in  increasing  quantities.  This 
would  seem  to  mean  higher  prices  for 
all  energy  producing  materials.  Ev- 
erything from  Exxon  (88)  to  a  coal 
producer  such  as  Eastern  Gas  <Lr  Fuel 
(28)  should  benefit. 

The  copper  stocks  have  been  de- 
pressed first  by  oversupply  and  then 
by  expropriations.  Now  the  supply/ 
demand  situation  is  improving  and 
may  grow  tight  in  the  near  future. 
Anaconda  (23)  and  Kennecott  (26) 
are  still  selling  at  low  P/E  multiples 
and  far  below  their  highs  of  66/4  and 
56,  respectively.  The  steel  companies 
are  another  case  in  point.  Imports 
should  be  less  competitive  with  the 
dollar  devalued,  and  the  industry  may 
see  a  record  year  of  more  than  96  mil- 
lion tons.  In  such  a  climate  why  isn't 
Republic  Steel  (26)  selling  at  a 
higher  price  when  earnings  estimates 
run  to  $4.  Or  U.S.  Steel  (30)  with 
$3.50  estimated? 

There  are  enough  stocks  to  choose 
from  to  make  any  one  sit  up  and  take 
notice.  The  question  is  whether  any- 
one will  buy  them.  And  there's  the 
rub;  a  major  problem  for  the  entire 
market  is  involved.  If  these  stocks  don't 
move,  the  market  as  a  whole  may  be 
in  trouble.  It  can't  get  much  more 
mileage  out  of  the  growth  blue  chips. 

That  brings  us  to  the  key  problem. 
Why  has  the  market  acted  as  though 
the  economy  is  just  mediocre  instead 
of  recognizing  that  we  are  in  one  of 
the  most  powerful  upsurges  in  his- 
tory? It's  because  the  faith  in  the  lon- 
gevity of  the  cycle  is  low.  There 
hasn't  been  so  little  confidence  in  the 
future  since  the  late  1940s  when  there 
was  a  deep  conviction  that  the  after- 
math of  every  war  had  to  be  a  de- 
pression. That's  why  so  many  stocks 
are  selling  at  P/E  multiples  that  seem 
a  throwback  to  25  years  ago.  Under- 
lying the  present  skepticism  is  infla- 
tion and  the  Government's  attempt  to 
fight  it.  Two  credit  crunches  in  under 
ten  years  have  caused  a  conditioned 
reflex  of  caution  every  time  anything 
happens  in  the  money  markets. 

However,  it  seems  so  unlikely  that 
the  present  Administration  will  repeat 
the  1969-70  disaster  as  to  make  the 
fears  seem  groundless.  It  looks  as 
though  the  economy  will  continue 
strong  through  1974— and  that's  as 
far  out  as  we  can  see  right  now.  In 
that  case  the  cyclical  blue  chips  are 
selling  at  undervalued  prices  and 
should  begin  to  advance.  If  the  cycli 
cals  do  move,  months  of  profit  for  in- 
vestors lie  ahead.  Why  they  haven't 
attracted  attention  to  date  is  a  mys- 
tery. Perhaps,  as  in  a  good  detective 
story,  the  suspense  will  continue  right 
up  until  the  solution— which,  in  this 
case,  is  the  tune  that  the  cyclical  blue 
chips  start  their  upward  climb.  ■ 
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The 
Market 
Outlook 

By  Sidney  B.Lurie 


Paper  Tigers 


It's  very  easy  to  "prove"  that  mar- 
ket valuations,  on  average,  are  quite 
conservative.  Yet,  as  every  Forbes 
reader  knows,  the  financial  page  head- 
lines have  been  sobering,  running  the 
gamut  from  "The  boom  threatens  to 
run  wild"  to  "Near  runaway  inflation 
rate  here."  Why  the  contradiction? 
To  start  with  one  reason,  inflationary 
price  trends  have  been  the  stock  mar- 
ket ogre  of  past  years.  They  led  to  the 
credit  crunch  of  1970,  as  well  as  to 
the  steady  decline  in  the  international 
value  of  the  dollar.  Secondly,  in  a 
sense,  the  key  to  the  stock  price  trend 
is  not  so  much  today's  corporate  news 
as  it  is  the  question  of  whether  com- 
ing events  will  weaken  or  strengthen 
the  prospect  of  continued  prosperity 
in  1974. 

I  wonder  if  everyone  remembers 
1969-70  too  well,  if  there  is  an  error 
in  acceptance  of  the  belief  that  1973- 
74  will  be  a  repeat  performance.  Un- 
like the  late  1960s,  peace  rather  than 
war  demand  is  being  superimposed  on 
an  already  booming  economy.  And,  as 
I  noted  in  last  month's  column,  some- 
thing new  has  been  added  to  the 
overall  equation  via  the  fact  that  the 
farm  sector  of  the  economy  will  enjoy 
new  prosperity. 

No  question  about  it,  the  sharp  rise 
in  food  prices  is  alarming.  For  this. is 
where  the  inflationary  price  trends  are 
concentrated.  Furthermore,  little  or 
no  improvement  is  in  early  prospect. 
It  will  take  time  before  the  Adminis- 
tration's new  grain  policies  result  in 
sufficiently,  large  supplies  to  create 
downward^  price  pressures.  But  both 
pork  and  beef  supplies  should  increase 
this  fall,  which  indicates  that  the 
food  portion  of  the  cost  of  living  will 
be  declining  a  year  hence. 

All  this  may  make  for  more  difficult 
labor  settlements  than  might  other- 
wise have  been  the  case.  But  the 
common  assumption  of  overly  liberal 
wage  increases  may  be  stretching  the 
point.  The  big  wage  increases  of  1970- 
71  reflected  a  catching-up  process  by 
unions  whose  long-term  contracts  were 
out  of  line  with  increased  prices.  Very 
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little  of  this  need  exists  today.  Second- 
ly, the  early  warning  signals  are  that 
labor  will  be  less  restless  than  Wall 
Street.  And  the  necessary  fiscal  and 
credit  restraints  in  support  of  Phase 
3  are  already  in  being. 

In  Tandem 

On  long-term  view,  I  believe  the 
currently  slower  rate  of  increase  in  the 
nation's  money  supply  and  the  pro- 
spective quarter-by-quarter  decrease 
in  the  size  of  the  Government's  defi- 
cit are  far  from  an  economic  disaster. 
In  addition,  the  fact  that  inflationary 
farm-price  trends  are  a  worldwide 
rather  than  just  domestic  phenomenon 
suggests  that  there  is  little  likelihood 
of  credit  restraint  which  resembles 
the  1969-70  crunch.  In  other  words, 
it  seems  to  me  that  the  increase  in 
money  rates  should  be  considered  a 
natural  reflection  of  the  booming  econ- 
omy rather  than  an  intimation  of  an 
impending  credit  crunch.  The  years 
1967  and  1968  are  proof  that  a  good 
stock  market  can  go  hand-in-hand 
with  a  rising  interest  rate  trend. 

In  short,  there  is  still  reason  to  hope 
that  the  U.S.  will  continue  to  out- 
perform the  rest  of  the  world  in  terms 
of  economic  progress  and  of  its  ability 
to  contain  inflationary  price  trends. 
Which  could  be  quite  important,  for 
the  European  as  well  as  the  Ameri- 
can security  buying  public  are,  of 
course,  the  two  major  sources  of  po- 
tential common  stock  demand.  While 
it  will  take  time  before  evidence  can 
accumulate  in  support  of  my  belief 
that  today's  fears  will  later  be  labeled 
as  paper  tigers,  it  is  prudent  to  re- 
member: 1)  Today's  imponderables 
are  well  known  and  the  market  seldom 
discounts     the     same     event     twice. 

2)  With  everyone  figuratively  waiting 
for  the  other  shoe  to  drop,  a  reservoir 
of  potential  demand  has  been  created. 

3)  In  connection  with  last  month's 
dollar  devaluation,  if  a  choice  has  to 
be  made  between  common  stocks  and 
deteriorating  money,  common  stocks 
will  probably  have  the  edge.  4)  The 
current  speculative  disillusionment  is 
reminiscent  of  that  which  preceded 
past  turning  points.  ■ 
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( Continued  from  page  14 ) 

remembering— it's  the  one  without  the 
blimp.  That's  "dumb?" 

—Steve  Leverton 
Winston-Salem,  N.C. 

Sir:  I  shook  with  laughter  when  I 
read  your  comments  about  Goodrich  ad- 
vertising. You  hit  it  right  on.  They  made 
the  vain  mistake  that  many  advertisers 
make  of  talking  to  themselves  and  not 
to  the  market. 

—John  H.  Shiner 
San  Rafael,  Calif. 

Taking  Stock  of  Fuqua 

Sir:  You  describe  in  great  depth  and 
detail  what  a  great  operator  Mr.  Fuqua 
of  Fuqua  Industries  is  (Jan.  15).  He 
sure  is  for  Mr.  Fuqua.  Too  bad  some  of 
his  magic  doesn't  rub  off  in  the  price  of 
Fuqua  Industries  stock. 

—Howard  H.  Leach 
Schenectady,  N.Y. 

What  Direction 

Sir:  Your  comment  that  the  Kennedy 
health  plan  is  virtually  "cradle-to-grave" 
(Other  Comments,  Jan.  1)  reminds  me 
of  a  World  War  II  story.  During  one  of 
their  meetings,  Roosevelt,  Churchill  and 
Stalin  got  to  talking  about  their  plans  for 
their  people.  Churchill  remarked  that 
he  was  taking  care  of  his  people  "from 
the  cradle  to  the  grave."  Stalin  countered 
that  he  took  care  of  his  people  "from 
birth  to  death."  Roosevelt  calmly  retorted, 
"I  take  care  of  my  people  from  erection 
to  resurrection." 

—Roger  Williams  Jb. 
Buckingham  Valley,  Pa. 

Mr.  Evans 

Sir:  Re  the  article  on  Robert  Beverley 
Evans  (Dec.  15):  Mr.  Evans  explained 
to  your  reporter  that  he  resigned  from 
his  position  as  chairman  of  American 
Motors  so  that  his  friend  Roy  Chapin 
could  step  up  to  the  position.  The  deci- 
sion to  change  management  was  a  hoard 
decision  in  which  Mr.  Evans  concurred, 
and  not  a  personal  action.  Your  story 
says,  ". .  •  Evans  began  drumbeating  . . . 

to  get  investors  interested  enough  to  gel 
up  the  price  of  Ins  stock;  and  to  flush 
out  promising  takeover  situations."  The 
facts  are  that  he  has  spoken  Only  twice, 
once  in  Detroit  and  once  in  New  York, 
and  in  each  ease  the-  invitation  to  speak 
was  unsolicited.  Your  denigrating  remark 
that  Mr.  Evans  had  "himself  billed  as 
the  potential  savior  of  a  sinking  compa- 
ny" ignores  his  record  of  turning  compa- 
nies around,  and  your  reporter  was  giv- 
en numerous  examples  of  companies 
which  Mr.  Evans  turned  around  prioi 
to  his  investment  in  American  Motors. 

—Sam  Hudson 

Executive  Vice  President, 

Frank  Hedge,  Inc. 

Detroit,  Mich 
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The  Cost  of  Living 
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1  mouse 

1  dozen  tissue  culture  tubes 
100  disposable  hypo- 
dermic needles 
1  gross  of  microscope  slides 
Food  and  care  of  1,500 
mice  for  1  day 
1  dozen  glass  flasks  for 
chemical  studies 
6  months'  supply  of 
rubber  gloves 
1  electric  stirring  motor 
Steam  pressure  sterilizer 
Laboratory  flowmeter 
Blood  cell  calculator 
1  egg  incubator 
Cost  of  culture  medium  for 
maintaining  human  tissue 
transplant  for  1  year 
1  lead  radiation  shield 
1  instrument  sterilizer 
Isotope  scanner 
Mouth  rebreathing  ap- 
paratus and  nebulizer 
1  microvolt  ammeter 
Maintenance  of  1  cancer 
patient  in  a  research  bed 
for  3  weeks 
Scholarship  to  train  1 
cytotechnologist 
2,000  millicuries  of 
radioactive  iodine 
50  units  of  human  blood 
1  x-ray  tube 
1  heart-lung  machine 
Double  beam  grating 
spectrophotometer 
For  development  of  radio- 
active drugs  which  will 
destroy  cancer  cells  with- 
out harming  normal  cells 
Gamma  ray  counter 
1  water  phantom  for 
radiation  dosage  studies 
1  half-gram  of  cobalt  60 
To  identify  industrial 
chemicals  which  may 
cause  cancer  in  humans 
Preparative  ultracentrifuge 

1  year's  supply  of  Swiss- 
Webster  mice  for  1 
institute  for  use  in  chemo- 
therapy studies 
1  electron  microscope 
For  1  grant  to  study  the 
role  of  hormones  in  cancer 
1  high-voltage,  total-body 
radiation  instrument 
Salary  support  of  1 
research  professor 
for  a  lifetime 
100  postdoctoral  training 
fellowships  for  1  year 
Expenditures  for  1  year 
for  a  major  cancer 
research  center 


v  When  we  first  started  asking 
for  money  for  cancer  research, 
more  mice  were  being  cured  than 
people. 

But  today,  there  are  over 
one-and-a-half-million  happy, 
healthy  people  walking  around  who 
are  living  proof  that  many  cancers 
can  be  cured. 

And  as  long  as  research 
progress  grows  according  to  your 
dollars,  we  won't  stop  asking. 

Because  our  costs  have  truly 
become  the  cost  of  living. 

We  want  to  wipe  out  cancer 

in  your  lifetime.  Give  to  the 

American  Cancer  Society. 

This  space  contributed  by  the  Publisher  as  a  Public  Service 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


Do  not  lose  courage  in  considering 
your  own  imperfections,  but  instantly 
set  about  remedying  them. 

—St.  Francis  de  Sales 


Before  you  can  discipline  others 
successfully,  you  must  discipline  your7 
self.  —William  Feather 


When  you  see  a  good  man,  think 
6i  emulating  him;  when  you  see  a 
bad  man,  examine  your  own  heart. 

—Confucius 


Faultfinding     without     suggestions 
for  improvement  is  a  waste  of  time. 

—Ralph  C.  Smedley 


All  progress  is  initiated  by  challeng- 
ing current  conceptions,  and  executed 
by  supplanting  existing  institutions. 

—George  Bernard  Shaw 


In  this  country,  every  man  is  the 
architect  of  his  own  ambitions. 

— Horton  Bain 


Not  education,  but  character  is 
man's  greatest  need— and  man's  great- 
est safeguard. 

—Herbert  Spencer 


Men  tinged  with  sovereignty  can 
easily  feel  that  the  king  can  do  no 
wrong.  —Paul    Douglas 


Man  is  made  for  error;  it  enters 
his  mind  naturally,  and  he  discovers 
a  few  truths  only  with  the  greatest 
effort.  —Frederick  the  Great 


Fortunate  people  never  correct 
themselves.  They  always  fancy  they 
are  in  the  right  as  long  as  fortune 
supports  their  ill  conduct. 

—La  Rochefoucauld 


B.C.  FORBES 

Try  to  be  your  own  severest 
boss.  There's  genuine  fun  in  self- 
discipline.  If  you  haven't  yet 
learned  to  adopt  the  "I'll  boss 
you,  old  fellow"  attitude  toward 
yourself,  you  haven't  begun  to 
know  the  full  joy  of  work  and 
effort  and  inspiration.  No  boss 
can  boss  you  half  so  efficiently 
as  you  can  boss  yourself.  You 
can  begin  where  he  leaves  off 
—and  still  find  much  to  find 
fault  with,  much  to  check  up, 
much  to  eradicate. 


I  can  pardon  everybody's  mistakes 
except  my  own.         —Marcus  Cato 


Honest  error  is   to  be  pitied,   not 
ridiculed.  —Lord  Chesterfield 


Although  men  are  accused  for  not 
knowing  their  own  weakness,  yet,  per- 
haps, as  few  know  their  own  strength. 
It  is  in  men  as  in  soils,  where  some- 
times there  is  a  vein  of  gold  which 
the  owner  knows  not  of. 

—Jonathan  Swift 


Abilities  wither  under  faultfinding, 
blossom  under  encouragement. 

—Donald  A.  Laird 


To  know  one's  ignorance  is  the  best 
part  of  knowledge.  — Lao-Tse 


When  two  men  in  business  always 
agree,  one  of  them  is  unnecessary. 

—William  Wrigley  Jr. 


I  don't  want  any  yesmen  around 
me.  I  want  everyone  to  tell  me  the 
truth— even  though  it  costs  him  his 
job.  —Samuel  Goldwyn 


He  is  not  laughed  at  that  laughs 
at  himself  first.       —Thomas  Fuller 


The  most  intelligent  men,  like  the 
strongest,  find  their  happiness  where 
others  would  find  only  disaster:  in 
the  labyrinth,  in  being  hard  with 
themselves  and  with  others,  in  effort; 
their  delight  is  self-mastery;  in  them 
asceticism  becomes  second  nature,  a 
necessity,  an  instinct. 

— Friedrich  W.  Nietzsche 


The  strength  of  a  man's  virtue  must 
not  be  measured  by  his  occasional 
efforts,  but  by  his  ordinary  life. 

—Blaise  Pascal 


People  ask  the  difference  between 
a  leader  and  a  boss.  .  .  .The  leader 
works  in  the  open  and  the  boss  in 
covert.  The  leader  leads  and  the  boss 
drives.  —Theodore  Roosevelt 


Error  is  not  a  fault  of  our  knowl- 
edge, but  a  mistake  of  our  judgment 
giving  assent  to  that  w  Inch  is  not  true. 

—John  Locke 


A  Text  .    . 


Sent  in  by  Robert  Burns.  Char- 
lotte, N.C.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Wherefore  the  rather,  brethren,  give 
diligence  to  make  your  calling  and 
election  sure:  for  if  ye  do  these  things, 
ye  shall  never  fall.        —II  l'i  n  u  1:10 
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Can  American  Agriculture 
Save  the  Dollar? 


t 


Corporate  Capsules  from  A.H.  Robins 


Little  known  facts  about 

one  of  America  s  most  interesting 

and  diversified  companies 


Bring  'em  back  awake! 

Robins  has  a  unique  drug  which  African  veterinarians 
use  to  revive  anesthetized  wild  animals.  This  prevents 

them  from  becoming  victims  of  predators 
because  they  can  get  back  on  their  feet  quickly.  (In  humans 
this  drug  is  used  to  awaken  patients  after  surgery). 


■ 


A  novel  name! 

Monsieur  Daltroff,  founder  of 
Parfums  Caron,  got  the  name  for 

Shis  company  from  a  character 
in  one  of  Balzac's  novels, 
a  perfumer  named  Caron! 


Registered  in  black  and  white! 

The  familiar  black  and  white  design  of  the 

Chap  Stick®  Lip  Balm  tube  is  so  distinctive 

and  so  well  known  in  this  country  that  the 

Government  has  allowed  this  color  combination 

to  be  registered  with  the  Patent  Office 


The  puppy  boom! 

The  number  of  dogs  in  the  United  States 
has  increased  34%  in  just  six  years. 
No  wonder  over  40  million  Sergeant's* 
Flea  Collars  have  been  sold  since 
they  were  first  marketed  in  1963! 


A  diversified  international  corporation    in  more  than  70  < 

AH  Robins  Company,  Richmond,  Va  23220 


/WfDOBINS 


The  partnership.  How  you  can  isfi 
protect  your  interest  «ft 

with  business  life  insurance. 


JBRARY 


Facts  from  New\brk  Life 

You've  invested  in  a  business.  You've  put  in  lots  of 
hard  work  and  money,  and  plenty  of  know-how.  So  have 
your  partners.  As  a  result,  you're  sharing  the  rewards.  A 
sense  of  achievement,  a  satisfying  career,  a  share  of  the 
profits. 

Suppose  one  of  you  dies. 

If  you  or  one  of  your  partners  suddenly  died,  what 
would  happen  to  the  partnership?  It  would  be  dissolved. 
Automatically.  In  the  absence  of  an  express  agreement  to 
the  contrary,  every  partnership  is  dissolved  by  the  death 
of  a  partner.  That's  what  The  Uniform  Partnership  Act 
says. 

If  you  were  the  one  who  died,  your  family  might 
find  it  tough  getting  full  value  for  your  partnership 
interest. 

If  it  were  a  partner  who  died,  unless  you  could 
reorganize  under  a  new  arrangement  satisfactory  to  his 
heirs— and  that  could  be  difficult —you  might  have  to 
sell  the  business.  Your  deceased  partner's  heirs  have  the 
legal  right  to  insist  on  liquidation  to  receive  the  value  of 
their  interest  in  cash. 

The  high  cost  of  liquidation. 

Unfortunately,  debtors  aware  of  a  pending  liquida- 
tion sometimes  pay  up  slowly.  So  accounts  receivable 
might  have  to  be  closed  out  for  just  a  few  cents  on  the 
dollar.  Assets  might  even  have  to  be  sold  at  bargain 
prices.  The  result?  After  sharing  the  proceeds  with  the 
heirs,  the  surviving  partners  might  find  they  don't  have 
enough  money  to  start  a  new  business. 

What's  more,  if  the  sale  didn't  even  bring  in  enough 
to  cover  the  firm's  liabilities,  and  if  the  deceased  partner's 
estate  couldn't  pay  its  share,  the  surviving  partners 
would  be  liable  for  the  deficit. 

Finding  an  answer. 

To  avoid  closing  the  business,  the  survivor  could 
take  in  the  heirs  as  active  partners.  But  heirs  who  know 
little  about  business  can  create  havoc.  Even  as  inactive 
partners  contributing  nothing,  they'd  have  a  claim  on 
their  share  of  the  profits. 

A  much  better  solution  is  available.  Right  now  you 
and  your  partners  can  enter  into  an  agreement  which 
legally  obligates  the  surviving  partners  to  buy  and  legally 
obligates  the  deceased  partners  estate  to  sell,  at  a  price 
stipulated  in  the  agreement.  Moreover,  this  agreed  price 
fixes  the  estate  tax  value  of  the  partnership  interest, 
thereby  avoiding  disputes  with  the  Internal  Revenue 
Service. 

Such  a  buy-sell  agreement,  so  difficult  to  make  with 
heirs,  can  be  made  easily  and  in  good  faith  while  all 
partners  live. 

Guaranteeing  the  money. 

The  only  problem  that  remains  is  money.  Even  with 


such  an  agreement,  without  enough  cash  the  surviving 
partners  can't  buy  and  the  heirs  won't  sell. 

One  sure  way  to  guarantee  that  funds  will  be 
available  is  through  business  life  insurance  policies  from 
New  York  Life  on  the  lives  of  all  partners. 

The  very  event  that  creates  the  need  for  the  funds  — 
the  death  of  a  partner  —automatically  provides  the 
dollars.  By  funding  the  buy-sell  agreement  with  business 
life  insurance  in  amounts  equal  to  the  value  of  each 
partner's  interest,  the  survivors  get  full  title  to  the 
business,  and  the  deceased  partner's  estate  gets  the 
previously  agreed-on  purchase  price  in  cash. 
See  your  New  York  Life  Agent. 

If  you'd  like  more  information  on  business  life 
insurance— its  economies  and  tax  advantages— if  you'd 
like  to  know  the  many  other  ways  it  can  be  profitably 
used,  call  your  New  York  Life  Agent.  Carefully  chosen, 
well  trained  and  familiar  with  business  problems,  he'll 
be  glad  to  give  you  the  facts  of  business  life  insurance. 


We  guarantee 
tomorrow  today. 

New  York  Life  Insurance  Company,  51  Madison  Avenue, 
New  York,  NY  10010.  Life,  Group  and  Health  Insurance, 
Annuities,  Pension  Plans. 


Most  people 
need  more  than  the 

merely  useful. 

Textron's  Divisions  make 
and  market  many  useful 
products  all  the  way  from  aircraft 
components  to  zippers. 

But  we're  also  responding  to' 
some  other  inherent  traits  in  human 
nature.  Such  as  pride  of  possession. 
Appreciation  of  quality.  And  the  desire  to  do  things  distinctively. 
By  making  products  like  Gorham  silver,  Speidel  watchbands,  and  the 
fine  pens  and  papers  of  Sheaf fer  and  Eaton.  Things  that  give  an  added 
dimension  to  everyday  living. 

This  market  of  "the  added  dimension"  is  one  we've  emphasized 
at  Textron.  For  instance,  we've  supported  Gorham's  introduction  of 
fine  crystal  and  chinaware  as  natural  complements  to  silver. 

You  might  say  Textron's  own  added  dimension  is  our  ability  to 
assist  each  of  our  more  than  30  Divisions  in  financial  management  and 
forward  planning.  But  each  is  then  allowed  to  do  what  it  does  best  in  a 
variety  of  markets— consumer,  aerospace,  industrial  and  metal 
product.  We're  also  in  creative  capital  investment  through  American 
Research  and  Development. 

Textron. 

The  added  dimension 


Textron,  Providence.  Rhode  Island  02903 
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"FOR  RCA,  1972  WAS  A  YEAR  OF 
GROWTH  AND  ACCOMPLI SHMENT." 

A  Report  to  Shareholders  from  the  Chairman  and  the  President. 


For  RCA,  1 972  was  a  year  of  growth  and  accomplish- 
ment. With  its  unique  technological  resources  and  new 
marketing  skills,  and  freed  from  the  drain  of  its  general- 
purpose  computer  business,  the  company  was  able  to 
capitalize  on  the  general  economic  recovery  and  the 
upturn  in  consumer  and  business  spending. 

Our  sales  in  1 972  reached  an  all-time  high  of  $3.86 
billion,  an  increase  of  9  percent  overthe  1971  volume. 
Net  profit  from  continuing  operations  rose  by  23  percent, 
to  $158.1  million  or  $2.05  per  share,  compared  to  the 
previous  year's  $1 28.6  million,  or  $1 .66  per  share.  The 
final  three  months  produced  the  year's  best  quarterly 
results,  with  gains  of  7  percent  in  sales  and  40  percent 
in  net  profit  over  the  comparable  1 971  period. 

It  was  the  second  consecutive  year  in  which  continu- 
ing operations  increased  their  net  profit  by  at  least  20 
percent.  This  may  be  a  somewhat  higher  rate  of  increase 
than  we  can  expect  for  the  long  term,  since  it  combines 
new  growth  with  recovery  from  the  adverse  business 
conditions  of  recent  years.  However,  we  believe  that  it 
augurs  well  for  a  sustained  rate  of  profit  growth  signifi- 
cantly higher  than  the  rate  of  expansion  in  the  economy 
as  a  whole. 

'TODAY,  RCA  IS 
NEARING  THE  $4  BILLION 
LEVEL  IN  ANNUAL 
REVENUES,  HAVING 
DOUBLED  ITS  VOLUME 
IN  THE  PAST  10  YEARS!' 


As  the  first  full  year  of  operations  since  our  with- 
drawal from  the  general-purpose  computer  business, 
1 972  provided  an  opportunity  to  evaluate  for  the  first 
time  the  effects  of  the  principal  changes  made  in  RCA 
since  1 966.  These  changes  were  undertaken  to  broaden 
the  company's  base  in  the  consumer  market,  increase 
the  ratio  of  services  to  manufacturing  in  our  total  busi- 
ness, and  bring  research  and  development  activities 
more  closely  into  line  with  our  marketing  objectives. 

The  most  visible  result  has  been  a  shift  in  the 
sources  of  RCA's  profit. 

A  decade  ago,  nearly  23  percent  of  our  net  profit 
came  from  sales  to  the  government,  and  the  remainder 
was  divided  between  approximately  32  percent  from 
electronic  products  and  services  and  45  percent  from 
broadcasting  and  communications. 

In  1 972,  about  3  percent  came  from  sales  to  the 
government,  and  approximately  24  percent  was  derived 
from  new  businesses  added  since  1966  in  publishing, 
vehicle  rentals,  frozen  prepared  foods,  and  carpets  and 
home  furnishings.  Furthermore,  technological  change, 
product  diversification,  and  marketing  innovations  sub- 
stantially altered  the  traditional  businesses  that  con- 
tinued to  account  for  the  rest  of  our  earnings.  More  than 
70  percent  of  the  company's  business  is  still  in  elec- 
tronics, but  RCA  is  now  considerably  more  than  an 
electronics  company. 

The  shift  in  the  ratio  of  services  to  manufacturing  is 
evident  in  the  makeup  of  RCA's  total  business.  Approxi- 
mately 64  percent  of  our  revenues  in  1 962  came  from 
manufacturing,  and  only  36  percent  from  service  opera- 
tions. In  1 972,  services  accounted  for  approximately 
46  percent. 

RCA  remains  unchanged  only  in  its  continuing 
commitment  to  businesses  requiring  extensive  research 
and  engineering  support.  Since  1 966,  these  technical 
activities  have  been  attuned  more  directly  than  in  the 
past  to  the  company's  marketing  objectives.  Our  re- 
search programs  have  become  increasingly  productive 
of  commercial  results  through  greater  emphasis  on 
applied  technology  programs  and  on  coordinated  plan- 
ning among  RCA's  technical,  production,  and  marketing 
organizations. 

We  intend  to  give  increasing  support  to  technolog- 
ical innovation  and  new  product  development.  Approxi- 
mately $87.8  million  of  RCA  funds  were  spent  in  1 972  on 
research,  development,  and  engineering.  Our  technical 
resources  will  continue  to  be  allocated  among  a  variety 
of  projects  that  show  promise  of  contributing  to  profit 
growth— projects  such  as  a  domestic  communications 
satellite  system,  improvement  of  the  Alaskan  telecom- 
munications network,  and  home-information  systems. 


This  policy  contributed  in  1 972  to  our  success  in  es- 
tablishing a  strong  position  for  RCA  in  new  markets  for 
advanced  solid-state  technology  in  the  consumer  elec- 
tronics, automobile,  and  watchmaking  industries.  It  un- 
derlies our  current  investment  in  the  RCA  SelectaVision 
family  of  home  television  recorder-players,  the  first  of 
which  is  to  be  placed  on  the  market  in  1 973  and  followed 
later  by  a  video  disc  player  now  in  the  laboratory  stage. 

In  redirecting  RCA  along  its  present  course,  we  have 
made  a  number  of  organizational  changes  to  improve 
management  control  and  to  coordinate  the  activities  of 
our  divisions  and  subsidiaries  for  the  achievement  of 
specific  goals.  In  1 972,  two  of  the  company's  executive 
vice  presidents,  reporting  to  the  President  and  chief 


stone  in  1 972  by  exceeding  the  half-billion-dollar  mark 
for  the  first  time  in  its  foreign  sales. 

There  will  be  further  changes  in  the  company  to 
keep  place  with  new  technology,  new  markets,  and  new 
economic  conditions  at  home  and  abroad.  We  also 
intend  to  seek  further  opportunities  for  profitable  busi- 
ness overseas,  particularly  in  the  enlarged  European 
Common  Market  and  in  the  developing  markets  of 
Latin  America. 

We  feel,  however,  that  the  most  urgent  and  funda- 
mental changes  have  now  been  made.  The  broadening 
of  our  business  base  through  internal  and  external 
diversification  has  reduced  the  risk  inherent  in  over-de- 
pendence upon  a  limited  range  of  products  or  markets. 


"IT  WAS  THE  SECOND  CONSECUTIVE 

YEAR  IN  WHICH  CONTINUING 

OPERATIONS  INCREASED 

THEIR  NET  PROFIT  BY  20  PERCENT." 


operating  officer,  were  each  assigned  general  supervi- 
sion of  a  group  of  divisions  and  subsidiaries,  including 
all  those  added  since  1 966.  We  believe  that  this  arrange- 
ment will  help  RCA  by  establishing  closer  coordination 
among  its  diversified  businesses  and  that  the  subsid- 
iaries will  benefit  from  readier  access  to  the  corporate- 
wide  skills  of  RCA. 

RCA's  physical  growth  was  maintained  in  1972 
with  a  capital  spending  program  of  $144.8  million  for 
additions  and  modernization  of  plant  and  equipment, 
compared  with  expenditures  of  $167.3  million  in  1971. 
Plant  expansions  were  completed  at  seven  locations, 
and  one  new  plant,  of  Coronet  Industries,  was  sched- 
uled for  completion  in  Belgium  in  early  1 973.  Three 
other  production  facilities  were  closed  during  the  year 
as  a  result  of  consolidation  and  improvement  of  manu- 
facturing operations.  At  the  end  of  1 972,  RCA  operated 
76  plants  in  the  United  States  and  10  foreign  countries. 

Today,  RCA  is  nearing  the  $4  billion  level  in  an- 
nual revenues,  having  doubled  its  volume  in  the  past  1 0 
years.  As  a  global  company,  it  passed  another  mile- 

"RCA  IS  NOW  IN  CONDI- 
TION  TO  MAINTAIN  THE 
STRONG  AND  CONSISTENT 
RATE  OF  LONG-TERM 
PROFIT  GROWTH  THAT 
MANAGEMENT  HAS  SET 
AS  ITS  PRIMARY  GOAL!' 


It  has  also  created  the  conditions  essential  to  steady 
progress  in  contrast  to  the  cyclical  pattern  that  has 
characterized  RCA's  advances  in  the  past.  The  elimina- 
tion of  the  computer  drain  on  corporate  earnings  has 
resulted  in  greater  flexibility  in  the  allocation  of  our 
resources,  enabling  us  to  take  advantage  of  new  oppor- 
tunities in  all  our  other  businesses. 

We  believe,  in  short,  that  RCA  is  now  in  condi- 
tion to  maintain  the  strong  and  consistent  rate  of 
long-term  profit  growth  that  management  has  set  as 
its  primary  goal. 
March  8, 1973 


President  and  Chief  Operating  Officer 


This  letter  appears  in 
RCA's  1972  Annual  Report. 
For  the  full  report,  write 
RCA,  30  Rockefeller  Plaza, 
New  York,  New  York  1 0020 
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Any  company  that  expects  to  continue  to  grow  has  to 
plan  ahead. 

It  has  to  know  where  its  markets  will  expand  and 
where  they  will  shrink. 

It  has  to  anticipate.  As  AM  F  has  done  in  so  many  differ- 
ent ways.  A  good  example  is  AMF's  involvement  in 
bowling. 

As  long  as  two  years  ago,  AMF  knew  that  bowling  in 
Japan  would  reach  a  plateau.  Although  it  didn't  know 
exactly  when  it  would  reach  a  peaking 
point  AMF  planned  for  it. 

In  order  to  protect  growth  when  that 
plateau  was  scaled,  AMF  strengthened 


its  position  in  other  leisure-time  and  industrial  market- 
ing sectors.  In  pollution  control.  In  electronics.  In  new 
applications  for  automated  machinery.  In  new  product 
lines  for  leisure-time  products. 

Every  growth  program  was  accelerated.  Research  and 
development.  Market  penetration.  New  Product  design. 
Production  efficiency. 

Greater  vitality  and  activity  in  all  these  areas  contrib- 
uted to  AMF's  record  revenues  in  1972  and  helped  it 
maintain  its  average  long-term  annual  profit  growth  rate 
goal  of  1 0- 1 5% .  By  planning  ahead  and  by  anticipating, 
AMF  expects  to  continue  to  grow  in  the  years  ahead. 

AMF  Incorporated,  White  Plains,  NY.  10604. 


Anticipation  helps  AMF  mix  business  with  pleasure 
Profitably 
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A  Cover  Story  /s  Born 

Reporter  Celia  Currin,  24,  strode  unannounced  into  the  editor's 
office  and  blurted  out  a  rhetorical  question:  "Can  agriculture  save 
the  dollar?"  Why,  of  course!  It  all  fitted  together:  President  Nixon's 
energy  and  agriculture  messages;  rising  food  prices;  the  energy  cri- 
sis; the  weakening  position  of  U.S.  exports  and  the  dollar. 

That's  how  the  cover  story  in  this  issue  was  launched.  In  Wash- 
ington, Bureau  Manager  James  Flanigan  and  Reporter  Lynn  Adkins 
were  already  working  on  an  article  about  agriculture.  The  two  projects 
merged,  and  the  art  department  changed  cover  illustrations.  A  whole 
Forbes  team  went  to  work.  From  start  to  finish,  the  story  took  just 
two  weeks.  But  we  think  it  pinpoints  one  of  the  big  trends  of  the  decade. 

It  isn't  all  that 
surprising  that 
the  idea  occurred 
to  Currin.  Her 
father,  a  retired 
Pendleton,  Ore. 
businessman,  was 
raised  on  a  ranch, 
and  cattle-raising 
was  his  hobby. 
"We  never  had  a 
vacation  when  I 
was  a  kid,"  she 
remembers  fond- 
ly. "We  spent  the  time  in  the  mountains  putting  out  salt  for  150 
head  of  cattle."  While  attending  the  University  of  Oregon  in  Eugene, 
Currin  worked  summers  on  The  East  Oregonian,  a  farm-community 
daily.  After  earning  a  master's  degree  in  business  administration  at 
Harvard  Business  School,  she  joined  Forbes  last  year. 

Jean  Briggs,  another  of  our  young  women  staffers,  has  her  first 
article  in  this  issue.  While  doing  research  on  our  Jan.  1  issue,  Briggs 
couldn't  help  but  notice  that  Skyline  Corp.  led  all  the  780  companies 
rated  in  the  issue;  its  return  on  equity  averaged  over  50%.  This  year 
she  saw  that  Skyline  had  run  into  earnings  problems  and  its  stock 
was  dropping  sharply.  Had  Skyline  come  to  the  end  of  its  long  win- 
ning streak?  The  company's  boss,  Arthur  J.  Decio,  wouldn't  talk,  but 
Briggs  contacted  analysts,  competitors,  dealers,  industry  experts.  Her 
story  behind  the  setback  ("Drooping  Skyline?")  begins  on  page  52. 

Briggs,  29,  joined  Forbes  last  year  from  Prentice-Hall,  where  she 
had  been  writing  and  reporting  on  sales  management.  Earlier  she  had 
worked  for  Glamour,  doing  research  and  writing  on  such  subjects  as 
fashion,  weight-losing  and  horoscopes  ("all  the  stereotyped  things  a 
woman  was  supposed  to  do  in  journalism").  A  graduate  of  St.  Law- 
rence University,  Briggs  is  now  attending  New  York  University  at  night 
working  towards  a  master's  degree  in  business  administration. 

Chief  Researcher  Margaret  Everett  is  responsible  for  the  report  on 
the  Kaiser-Permanente  health  plan  (page  28).  Flying  back  from  Cal- 
ifornia, Everett  found  herself  sitting  next  to  a  young  doctor  who 
ranted  against  group  practice  and  health  maintenance  organizations: 
Socialistic  and  bureaucratic,  he  said.  Everett  listened  politely,  but 
didn't  agree.  "I  found  dedicated  doctors,"  she  says,  "and  businesslike 
efficiency  in  the  Kaiser  organization.  I  visited  one  of  their  hospital 
kitchens.  It  was  automated  like  a  McDonald's!  A  staff  of  three  served 
330  people."  Everett,  25,  attended  Barnard  College  in  New  York, 
worked,  among  other  things,  as  an  economist's  aide  before  joining 
Forbes  in  1971.  Late  last  year  she  was  promoted  to  Chief  Researcher.  ■ 
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People  Count  in  Kentucky 


Kentucky's  burgeoning  cultural  scene 
complements  its  great  reservoir  of  produc- 
tion resources,  making  this  strategically 
located  state  outstanding  for  living  and  for 
working.  In  Kentucky,  life  has  style.  An 
excellent  educational  system,  an  unmatched 
network  of  parks  and  outdoor  recreation, 
sparkling  air  and  spectacular  waterways, 


make  life  in  Kentucky  not  just  livable,  but 
lively.  In  Kentucky,  people  really  count. 

For  more  information, 
write  or  call  toll-free 
Commissioner  Damon  Harrison, 
Kentucky  Department  of  Commerce, 
Frankfort,  Kentucky  40601.  (800)  626-2930 


Progressive  Kentucky 

...more  than  you  expect 

WENDELL  H.  FORD,  GOVERNOR 


It's  a  safe  bet  that  you,  like  the  average 
American,  are  completely  unaware  of  the 
incredible  bonanza  recently  granted  you 
by  Congress  in  the  form  of  whopping  new 
Social  Security  benefits. 

Item:  When  today's  average  worker  of  22 
retires,  he  and  his  wife,  according  to  Social 
Security  actuaries,  will  receive  an  annual  pen- 
sion of  $38,000.  Moreover,  the  total  amount  of 
Social  Security  he  and  his  wife  can  expect  to 
collect  will  surpass  half  a  million  dollars! 

Item:  The  average  American  doesn't  know 
it,  but  the  single  most  valuable  asset  he  now 
possesses  is  his  Social  Security.  It  is  equivalent, 
in  maximum  brackets,  to  a  guaranteed  5%  in- 
come on  cash  in  bank,  stocks  or  real  estate 
worth  over  $100,000.  Moreover,  every  cent  of 
this  bounteous  income  is  TAX  FREE! 

Item:  Most  Americans  still  believe,  mistak- 
enly, that  Social  Security  is  a  dole  exclusively 
for  the  aged.  The  fact  is,  however,  that  10 
million  Americans  under  the  age  of  60  (and 
averaging  a  mere  30)  are  now  collecting  Social 
Security.  These  non-old  age  pensioners  receive 
$13  billion  annually,  and  both  their  number 
and  the  amounts  of  money  they  collect  are 
bound  to  increase  in  years  ahead.  So  generous 
has  Social  Security  for  younger  Americans  be- 
come, in  fact,  that  it  amounts  to  Free  Money. 

The  biggest  problem  in  connection  with 
Social  Security -as  the  government  itself  is  first 
to  admit-is  giving  the  money  away.  That  is,  the 
public's  woeful  ignorance  of  the  availability  of 
funds  has  prevented  its  full  distribution.  Over 
one  billion  dollars,  according  to  experts,  re- 
mains undistributed  in  U.S.  Treasury  vaults 
simply  because  no  one  steps  forward  to  claim  it. 

To  help  overcome  this  shocking  public 
ignorance,  and  see  that  you  get  your  share  of 
the  Social  Security  largesse,  the  editors  of 
Moneysworth,  the  authoritative  new  consu- 
mer-affairs and  personal-finance  fortnightly, 
have  prepared -as  a  public  service -a  compre- 
hensive, lucid,  savvy,  astonishing  new  manual 
entitled  STAKE  YOUR  CLAIM!  How  to  Work 
the  Social  Security  Gold  Mine.  A  copy  is  yours 
ABSOLUTELY  FREE  with  a  subscription  to 
Moneysworth. 

STAKE  YOUR  CLAIM!  How  to  Work  the 
Social  Security  Gold  Mine  is  more  than  just  an 
encyclopedic  reference  work  with  charts, 
tables,  descriptions  of  benefits  and  sample  ap- 
plication forms.  It  is  a  personal  adviser  in  a  field 
of  finance  where  impartial  advice  is  otherwise 
almost  impossible  to  obtain  (the  government, 
of  course,  is  biased  and  lawyers  are  almost 
never  willing  to  accept  Social  Security  cases 
because,  by  Jaw,  they  are  not  permitted  to 
charge  more  than  about  $10  per  case).  Among 
the  priceless'"  nuggets  of  information  you  will 
pick  up  from  STAKE  YOUR  CLAIM!  are 
answers  to  such  questions  as: 

•  How  can  you  qualify  for  a  pension  even 
though  you  have  never  worked  a  day  in  your 
life,  or  contributed  a  cent  in  Social  Security 
taxes,  or  even  nearly  reached  the  age  of  65? 

•  How  can  you  arrange  to  collect  Social 
Security  from  both  Canada  and  the  U.S.? 

•  Why  is  it.  crucial  to  check  the  balance  of 
your  Social  Security  account  periodically? 

•  Does  it  ever  pay  to  take  out  two  Social 
Security  cards? 

•  Is  it  true,  as  some  say,  that  you  should 
"shop"  at  different  Social  Security  offices 
since  different  interpretations  of  regulations 
can  result  in  pensions  of  different  amounts? 

•  What  steps,  if  any,  are  necessary  to  pro- 
tect your  pension  from  attachment  by  creditors? 


•  Since,  as  studies  have  shown,  two  out  of 
three  workers  overpay  their  Social  Security 
taxes,  how  can  you  check  on  your  payments 
and  possibly  obtain  a  refund? 

•  What  forms  of  deception  have  people 
employed  in  order  to  maximize  their  Social 
Security  benefits  and  collect  pensions  early? 

•  What  federal  program  helps  retired  per- 
sons get  jobs  to  supplement  Social  Security? 

•  What  happens  to  your  pension  if  an  em- 
ployer deducts  Social  Security  taxes  but  fails  to 
forward  them  to  Washington  for  credit  to  your 
account?  What  special  steps  should  you  take  if 
the  firm  you  work  for  is  financially  shaky? 

•  How  do  you  go  about  getting  one  of 
Social  Security's  huge  "lump  sum"  payments? 

In  short,  STAKE  YOUR  CLAIM!  How  to 
Work  the  Social  Security  Gold  Mine  is  a 
treasure  map  to  the  Social  Security  mother 
lode,  telling  what  pitfalls  to  avoid,  what 
tools  to  use,  how  to  find  your  way  through 
the  maze  of  regulations  and  how  to  hit  pay  dirt. 
Its  editor  and  compiler  is  Ralph  Ginzburg,  the 
43-year-old  publisher  of  Moneysworth,  who 
himself  collects  $99.40  in  Social  Security  every 
month  and  has  been  getting  Social  Security 
since  he  was  25.  To  repeat,  a  copy  of  STAKE 
YOUR  CLAIM!  How  to  Work  the  Social  Secu- 
rity Gold  Mine  is  yours  ABSOL  UTEL  Y  FREE 
with  a  subscription  to  Moneysworth. 

In  case  you're  not  familiar  with  Moneys- 
worth,  let  us  explain  that  it  is  America's  most 
ingenious  periodical  dealing  with  personal  fi- 
nance and  consumer  affairs.  It  will  positively 
flabbergast  you  with  its  inventiveness  for  mak- 
ing and  saving  money.  In  less  than  three  years  it 
has  bestowed  the  Midas  touch  upon  nearly  a 
million  ecstatic  subscribers  and  has  become  the 
most  widely  read  newsletter  IN  THE  WORLD. 
Perhaps  the  best  way  to  describe  Moneysworth 
is  to  list  the  kinds  of  articles  it  prints: 
How  to  Earn  10Vi%  on  Your  Savings  Account 
Digital  Wristwatches:  A  Product  Rating 
-Buying  a  New  Car  for  $125  over  Dealer's  Cost 
Shrewd  Buys  in  Life  Insurance 
Air  Travel  at  50%  Off 
Minicalculators  under  $100 
Professional  Sex  Counseling,  $00  Per  Hour 
Belted  Tires:  A  Rating  without  Bias 
How  to  Buy  a  Pistol  for  Protection 
Dog  Foods  Fit  for  King 
How  to  Contest  a  Bad  Credit  Rating 
Quadraphonic  Hi-Fi:  Innovation  or  Hype? 
Wheeling  and  Dealing  for  a  New  Bike 
Free  Stock  Advisory  Services 
Easy-Riding  Motorcycles 
P.anos  of  Note 
Trailers  with  No  Hitches 
Home  Burglar-Alarm  Systems 
Cheap  Skates 
Stoves  that  Are  a  Turn-On 
The  ABC's  of  Buying  Vitamins 
Scholarships  that  Go  Begging 
Sailboats  that  Are  Winners 
How  to  Break  a  Lease 
Legal  Ways  to  Beat  Sales  Taxes 
How  to  Protect  Your  Heirs 
Earn  Interest  on  Your  Checking  Account 
How  to  Fight  a  Traffic  Ticket 
14  Ways  to  Save  on  Your  Phone  Bill 

In  sum,  Moneysworth  is  a  shrewd,  trust- 
worthy financial  mentor.  It  is  the  quintessence 
of  sophisticated  gainsmanship. 

The  staff  of  Moneysworth  is  a  team  of 


hard-nosed,  experienced  journalists  with  a  rec- 
ord of  genius  in  the  field  of  consumer  affairs. 
Its  publisher,  as  we  mentioned  earlier,  is  Ralph 
Ginzburg,  creator  of  the  daring  and  flamboyant 
magazines.FflC?,£>osand/l  vant-Garde  (Mr.  Ginz- 
burg was  first  to  publish  Ralph  Nader).  Moneys- 
worth's  editor-in-chief  is  Albert  Lee,  a  former 
topeditoiof  Better  Homes  &  Gardens.  Radiating 
from  this  nucleus  of  editorial  energy  are  report- 
ers and  product-testers  throughout  the  U.S.A. 
Together  they  create  America's  fir  st-and  only - 
consumer  periodical  with  charisma. 

Moneysworth  is  available  by  subscription 
only.  The  cost  of  a  year  is  ONL  Y  $5!  This  is  a 
MERE  FRACTION  of  the  price  of  familiar, 
old-fashioned  consumer  publications.  Moreover, 
we  are  so  confident  of  Moneysworth's  value  to 
you  that  we  are  about  to  make  what  is  probably 
the  most  generous  money-back  guarantee  in 
publishing  history:  We  will  absolutely  and  un- 
conditionally guarantee  that  Moneysworth  -in 
combination  with  STAKE  YOUR  CLAIM! 
How  to  Work  the  Social  Security  Gold  Mine- 
will  increase  the  purchasing  power  of  your  in- 
come by  at  least  15%  or  you  get  your  money 
back  IN  FULL.  In  other  words,  if  you  now  earn 
$10,000  a  year,  we  guarantee  that  Moneys- 
worth  and  the  Social  Security  manual  will  in- 
crease the  value  of  your  income  by  at  least 
$1.500-ot  we'll  refund  your  money.  Mean- 
while, you  will  have  enjoyed  a  year  of  Moneys- 
worthABSOLUTELY  FREE  and  you  may  keep 
STAKE  YOUR  CLAIM!  WITH  OUR  COMPLI- 
MENTS!! What  could  be  more  foolproof? 

To  enter  your  subscription,  and  obtain  a 
free  copy  of  STAKE  YOUR  CLAIM!,  simply  fill 
out  the  coupon  below  and  mail  it  with  $5  to: 
Moneysworth,  1 10  W.  40  St.,  New  York  10018. 

Then  sit  back  and  prepare  to  receive  your 
first  copy  of  a  gleeful,  irreverent,  wallet-fatten- 
ing periodical  whose  motto  is:  "Ask  not  what 
you  can  do  for  your  country,  but  what  your 
country  can  do  for  you." 
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110  West  40th  St 


New  York    10018 


I  enclose  $5  for  a  one-year  subscription 
to  Moneysworth,  the  shrewd,  authorita- 
tive new  consumer  fortnightly.  I  under- 
stand that  I  am  paying  A  MERE 
FRACTION  of  the  going  rate  for  such  a 
publication.  Also,  I  will  receive 
ABSOLUTELY  FREE  a  copy  of 
STAKE  YOUR  CLAIM!  How  to  Work 
the  Social  Security  Gold  Mine.  If  Mon- 
eysworth and  STAKE  YOUR  CLAIM! 
do  not  increase  the  purchasing  power  of 
my  income  by  at  least  15%,  I  will  get  my 
money  back  IN  FULL!  Moreover,  I  may 
keep  STAKE  YOUR  CLAIM!  with  your 
compliments  and  enjoy  a  year  of 
Moneysworth  ABSOLUTELY  FREEH 


Name 

Address 

City  State  Zip 
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When  you 
think  safety, 

think 
Crouse-Hinds. 


Everybody  thinks  safety  these  days— consumers,  industrialists,  unions 
and  investors.  They  think  safety  because  new  federal  regulations  gov- 
erning industrial  safety  are  more  stringent  than  ever.  This  calls  for  a 
bigger  than  ever  investment  in  safety  systems  and  equipment  — the 
kind  Crouse-Hinds  makes.  Crouse-Hinds  is  a  worldwide  producer 
and  distributor  of  electrical  equipment  for  hazardous  and  adverse 
environments,  outdoor  and  airport  lighting,  and  traffic  control  sys- 
tems. For  marketing  data  on  Crouse-Hinds'  growing  share  of  this 
growing  market,  write  to  the  Marketing  Director,  Crouse-Hinds, 
Syracuse,  N.  Y.  1 320 1 .  You'll  discover  why  more  and  more  people 
who  think  safety,  think  Crouse-Hinds. 


CROUSE-HINDS 


Rockwell 
International 

is  the  new  name  for 
North  American  Rockwell. 


In  mid-February,  the  shareowners 
of  North  American  Rockwell 
approved  a  new  corporate  name. 
Rockwell  International.  At  the 
same  time,  they  approved  the 
merger  of  Rockwell  Manufacturing 
Company  into  the  corporation. 


The  new  name  better  reflects 
the  continued  growth  and  new 
dimensions  of  the  company.  With  the 
merger,  we're  now  a  larger, 
broader-based  company.  Our  product 
scope  is  expanded  to  include 
Rockwell  power  and  garden  tools, 
flow  control  equipment  and  flow 
measurement  equipment. 

The  company  now  comprises 
five  major  groups:  Automotive, 
Electronics,  Industrial  Products, 
the  new  Utility  &  Consumer 
Products  Group  plus  the 
North  American  Aerospace  Group. 


Each  group  manufactures  high 
technology  products  for  commercial 
and  government  use.  The  ratio  of 
company  sales  is  now  58% 
commercial  and  42%  governmental. 

For  a  copy  of  our  Annual  Report, 
write  Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  Pa.  15219. 
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Rockwell  International 


Rockwell  International -where  science  gets  down  to  business. 


How  drab  our  surround- 
ings would  look— without 
titanium  dioxide  pigments! 
Paint,  paper,  plastic  and 
other  products  depend  on 
them  for  brightness, 
whiteness  and  opacity.The 
world's  leading  supplier  is 
N  L's Titanium  Pigment 
Division,  maker  of  Titanox^ 
brand  titanium  dioxide. 

This  is  just  one  of  the 
many  ways  in  which  our 
worldwide  operations 
meet  the  needs  of  modern 
industry,  supplying  a  wide 
variety  of  chemicals,  metals, 
fabricated  products  and 
services.  Want  to  know 
more  about  us?  For  a  copy 
of  ourAnnual  Report, 
write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 
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Trends 

&  Tangents 


WASHINGTON 


Green  Light  for  Clean  Inventions 

In  at  least  one  part  of  the  gov- 
ernment, dealing  with  environmen- 
tal problems  is  a  high-priority  is- 
sue. Under  a  program  to  expedite 
the  processing  of  antipollution  in- 
ventions, the  Patent  Office  of  the 
U.S.  Department  of  Commerce  has 
approved  patents  for  373  inven- 
tions in  record  time— six  to  eight 
months  for  complete  processing  of 
these  applications,  compared  with 
25  months  for  the  average  patent. 


BUSINESS 


Stainless  Steel  Mirage? 

One  of  the  biggest  potential  mar- 
kets in  the  history  of  the  stainless 
steel  industry— the  market  for  auto 
exhaust  systems  to  comply  with  the 
proposed  1975  emission  standards 
—may  prove  to  be  more  will-of-the- 
wisp  than  reality.  Though  stainless 
steel  seems  to  have  the  edge  now, 
it  just  might  be  supplanted  by  alu- 
minum. Even  if  stainless  steel  fi- 
nally does  get  the  nod,  the  car 
makers  might  decide  to  buy  much 
of  their  needs  from  Japan  and  oth- 
er foreign  sources.  And  finally,  the 
auto  companies  could  always  beat 
the  stainless  price  down  to  the 
place  where  the  business  was  little 
more  profitable  than  ordinary  car- 
bon steel. 

The  Deductible  House 

People  who  bought  or  sold 
homes  in  1972  should  recall  that 
some— but  not  all— real  estate  clos- 
ing costs  are  deductible  when  item- 
ized on  federal  income  tax  returns. 
Local  property  taxes  are  deduct- 
ible closing  costs,  but  not  transfer 
taxes  unless  the  transfer  relates  to 
business  or  trade.  For  a  personal 
residence,  transfer  taxes  may  only 
be  deducted  as  part  of  the  pur- 
chase cost  when  the  property  is 
sold.  If  paid  by  the  seller,  the 
transfer  tax  can  be  listed  as  an  ex- 
pense to  reduce  the  proceeds  of 
the  property  sale.  Other  nonde- 
ductible closing  costs  include:  fees 
for  land  survey,  property  apprais- 
al, title  search,  attorney  services 
and  charges  for  other  closing-re- 
lated services. 


Shoe-In 

Shoe  imports  into  the  U.S.  con- 
tinued their  growth  in  1972,  by 
about  10%  to  some  287  million 
pairs,  but  the  sources  showed  con- 
siderable change.  Imports  from 
Japan  dropped  58%  last  year  to  26 
million  pairs,  which  allowed  Tai- 
wan •  to  become  the  uncontested 
«•  leader,  up  37%  to  85  million.  Italy, 
the  second-largest  supplier,  was  al- 
most unchanged.  But  most  inter- 
esting was  the  growth  of  shoe  im- 
ports from  Brazil,  which  have  mul- 
tiplied fivefold  in  the  last  two  years 
to  12  million  pairs. 

In  Again,  Out  Again 

You'd  better  believe  it's  oil  vs. 
agriculture  in  the  U.S.  trade  picture 
these  days  (see  cover  story,  p.  32). 
Those  same  ships  that  are  hauling 
a  billion  dollars'  worth  of  grain  to 
Russia  are  returning  to  Boston  and 
New  York  loaded  with— you  guessed 
it— Russian  light  fuel  oil.  With 
quotas  temporarily  suspended,  the 
first  of  more  than  300,000  tons  of 
Russian  oil  began  arriving  in  mid- 
January,  and  more  will  follow  if 
Nixon's  plans  to  loosen  import  con- 
trols go  through.  The  price:  slight- 
ly above  those  prevailing  in  the 
U.S.  before  Phase  2  price  con- 
trols were  lifted.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager. 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F  4826 
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Weeds  are 
eating  our  food. 

We've  got  to  stop  them  or  some  of  us  may  starve. 
Every  year,  there  are  more  people  to  feed,  but 
there  will  never  be  more  land.  It's  clear  that  we  must 
find  ways  to  make  each  acre  produce  more. 

Monsanto  has  one  proven  way. 
It's  Lasso;  a  weed  control 
agent  for  both  corn  and  soybeans, 
two  of  America's  largest  crops. 
Lasso  controls  many  major 
broadleaf  weeds  and  grasses  before 
they  emerge.  It  stays  in  the  soil 
until  crops  shade  out  late  germin- 
ating grasses  and  weeds. 

It  should  come  as  no  surprise 
that  we  sell  a  lot  of  Lasso — more  each  year  than  the 
year  before.  And  that's  good  news  for  us. 

But  at  the  same  time,  we're  helping  produce 
more  food  for  a  hungry  world.  And  that's  good  news 
for  everyone,  from  Mon$anto 

the  science 
company. 


PONYT^LS 


OR? 

We  might  see  something  different. 

When  we  look  at  the  employee-insurance  picture, 

we  see  a  number  of  things.  Workmen's  Compensation. 

Group  and  Business  Life.  Disability  Income.  Pensions. 

When  we  coordinate  them,  hone  them,  turn  them  to  an  employer's 

unique  needs  —  that  makes  the  difference.  And  we  can  do  it  for  you. 

Let  us  show  you  how. 

J\merican 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 


Improve  your 
reading  habits. 


Read  up  on  Kodak's  most  popular 
high-speed  microfilm  readers  and 
reader-printers. 

If  it  weren't  for  modern  film  readers, 
microfilm  wouldn't  be  the  active  informa- 
tion handling  medium  it  is  today.  That's 
why  it's  so  important  to  make  sure  you've 
got  the  reader  or  reader-printer  that's 
right  for  your  application. 

Among  the  many  different  Kodak  read- 
ers for  general  and  specialized  use,  two 
stand  out  for  high-volume  applications. 

IThe  Recordak  Microstar  reader  is 
Kodak's  most  advanced  high-volume 
16mm  reader.  It  features  a  special  self- 
threading  film  magazine  for  automated 
information  retrieval  applications.  With 


accessory  printer  unit,  it  also  gives  you 
dry,  ready-to-use  facsimiles  in  seconds. 

2    The  Recordak  Motormatic  reader  is 
our  most  versatile.  It  lets  you  read 
16mm  or  35mm  roll  film  on  reels  or  in 
Recordak  Thread-Easy  magazines.  With 
an  accessory  adapter,  you  can  also  use 
it  for  microfiche,  film  jackets  and  aperture 
cards.  Add  the  modular  printer,  and 
it  will  give  you  dry,  ready-to-use  paper 
facsimiles  for  less  than  5<£  each. 

Read  all  about  them. 

Write  us  for  informative  literature,  or  ask 
to  have  a  Kodak  representative  call  you. 
No  obligation,  of  course.  Eastman  Kodak 
Company,  Business  Systems  Markets  Di- 
vision, Dept.DP649,  Rochester,  N.  Y.  14650. 


Kodak:  for  better  use  of  information. 


per  million 
Btu's. 


Wow!  Whatta  Figure! 

Coal  figures  don't  attract  whistles  and  stares,  but  these  days  they  do  attract  investor  attention. 

Decisions  of  wise  investors,  we  believe,  are  based  largely  on  straight  facts  and  figures,  not  on  frills  and 
"glowing  generalities." 

So,  if  you  want  a  very  important,  straight  fact  about  a  good  utility  investment,  try  this... 

At  26c  per  million  Btu's,  Utah  Power  &  Light  Company's  current  fuel  cost  for  generating  power  is 
considerably  less  than  in  other  areas  which  have  no  local,  low-sulphur  coal  supply.  Compare  it.* 

Our  abundant,  readily  accessible,  high  quality  coal  reserves 
have  a  low  sulphur  and  ash  content  which  helps  to  cut  the 
cost  of  power  production  and  environmental  protection. 

And  since  we  own  our  fuel  supply  or  have  it  under  long- 
term  contract,  we  insure  lower  prices  without  shortage. 

With  superior  resources,  and  fewer  problems  providing 
power  for  a  growing  area,  we're  a  unique  utility  offering 
an  attractive  investment  opportunity. 

For  more  straight  facts  and  figures,  write  D.  L.  Broussard, 
Vice  President  and  Treasurer,  (Dept.    f-3    ),  P.  O.  Box  899,  Salt 
Lake  City,  Utah  84110. 


Utah 
Power 


I  4  Lighl  Co 
Electricity- Key  to  a  Quality  Environment 


"See  Federal  Powei  Commission  luel  Reports 
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Peripheral  vision. 


From  the  beginning,  we 
have  pref erred  concentration  to 
diversification.  We  don't  supply 
everything  that  attaches  to 
your  computer.  But  the  things 
we  do  supply  are  the  best. 

What  do  we  supply? 

Drum  plotters.  We're  the 
world's  leading  supplier  of 
both  hardware  and  software. 

Flatbed  plotters.  Several 
years  ago,  we  saw  a  need  and 
an  opportunity  to  expand  the 
plotter's  uses.  The  flatbed 
plotter  allows  a  variety  of 
materials  to  be  substituted  for 
paper,  and  it  has  expanded  the 


market  for  computer  graphics, 
as  well. 

Microfilm  plotters.  Here, 
we  got  bigger  by  getting 
smaller.  With  microfilm.  Our 
1675  COM  plotter/printer  and 
our  2100  COM  printer  deliver 
the  best  price/performance  in 
the  industry. 

Disk  memory  equipment. 
This  was  our  second  area  of 
concentration.  In  a  remarkably 
short  time,  we  have  become  the 
leading  independent  supplier. 

Tape  systems.  We've 
recently  begun  to  concentrate 
on  tape.  The  result  is  that 


our  new  1040  Tape  Drive 
combines  the  features  of 
others  with  our  own 
experience.  We  intend  to  be  a 
leader  in  this  field. 

The  point  is  we  have  not 
grown  by  accident.  Thirteen 
years  after  cur  beginning,  we 
have  become  a  leader  in 
computer  peripherals. 

For  information  on 
peripheral  products,  call  your 
local  CalComp  office,  or  contact 
California  Computer  Products, 
Inc.,  FB-M3-73, 2411  West  La 
Palma  Avenue,  Anaheim, 
California  92801  (714)  821-2011 


Not  just  another  hotel  in  San  Francisco. 
But  a  Knott  Hotel. 


Our  hotels  are  a  friendly,  personable  environ 
ment  of  "guest  awareness"— we  cater  to 
you.  Gracious  suites,  spacious  rooms  and 
special  executive  services.  Plus  fine  restau- 
rants, bars  and  entertainment  you'll  really 
like.  After  all,  Knott  Hotels  have  practiced 
the  art  of  innkeeping  since  1889.  Try  us. 

SAN  FRANCISCO 


THE, 


70* 


THE  KNOTT  HOTELS: 
CHICAGO,  Opening  August,  1973 
NEW  YORK/SAN  FRANCISCO 
TORONTO,  CANADA  /LONDON,  ENGLAND 
BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 


For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 


Announce  Expansion  of  Only  Bank  Plan  that 
Allows  Checks  and  Top  Interest  at  Same  Time 

New  Block  of  "U.S.A." 

Bank  Accounts 

To  Be  Opened  to  the  Public 


CHICAGO  (SP)  CITIZENS  BANK 
announces  release  to  the  public  of  a  new 
block  of  its  "United  Security  Accounts." 

These  are  the  only  bank  accounts  in 
the  United  States  that  pay  maximum 
savings  interest  on  money  that  would 
ordinarily  be  kept  earning  nothing  in  a 
checking  account  for  immediate  access. 
Accountholders  can  write  free  checks 
on  credit  against  the  entire  account  while 
interest  is  compounded  daily  on  the 
remaining  balance. 

The  bank  is  in  the  $225,000,000  class 
with   exceptional   reserves  and   F.D.I.C. 


insurance.  All  transactions  are  by  post- 
age-free mail. 

Although  "U.S.A."  accounts  are  held 
by  some  70,000  depositors  throughout 
the  U.S.,  new  accounts  have  only  been 
available  to  persons  recommended  by 
current  accountholders.  Now  the  bank 
says  it  will  release  a  block  of  new 
accounts  for  applicants  without  recom- 
mendation. 

During  this  limited  period,  anyone 
interested  is  invited  without  obligation 
to  send  for  a  free  booklet  describing  the 
advantages  of  these  accounts.  The  cou- 
pon below  should  be  sent  without  delay. 


----------     FREE  BOOKLET  COUPON 

Howard  S.  Hadley,  U.S.A.  Director  /<^Tr\ 

Citizens  Bank  &  Trust  Co.  Dept.  F-25       (  f  o  i  C  ) 
(Park  Ridge)  Chicago,  III.  60666  v — — y 

Please  mail  my  Free  Booklet  with  full  information  on 
how  I  can  earn  interest  and  write  checks  at  the  same 
time  with  your  exclusive  United  Security  Account  plan. 

Name 


IMTID  HCIWIT!  MXMIN1 

READERS  SAY 


Address. 
City 


.State. 


.Zip. 


CITIZENS  BANK 
&  TRUST  CO. 


Closing  the  Barn  Door  . . . 

Sir:  Enjoyed  Robert  Sarnoff's  defini- 
tions in  your  Feb.  15  issue  (Other  Com- 
ments, p.  19),  but  feel  he  could  have 
included  the  definition  of  a  market  ana- 
lyst: one  who  tells  you  what  you  should 
have  done  with  your  money  after  you've 
done  something  else  with  it. 

—Tom  Flinn 
Miami,  Fla. 

Up,  Up  &  Away 

Sir:  Now  you've  done  it,  a  balloon! 
Go,  man,  go. 

— Manley  B.  Holt 
Brentwood,  N.Y. 

Sir:  Having  long  been  personally  at- 
tracted to  the  use  of  transportation  de- 
vices for  merchandising  purposes,  I  con- 
gratulate your  creativity  and  courage  in 
developing  the  Forbes  balloon  program. 
You  have  scooped  all  of  us  who,  vari- 
ously, have  used  trains,  bicycles,  pogo 
sticks  and  you-name-its.  Bravo! 

—Robert  D.  Tuttle 

Executive  Vice  President, 

Illinois  Tool  Works,  Inc. 

Chicago,  111. 

Sir:  In  May,  Park  City  Merchants  of 
Lancaster,  Pa.  is  hosting  the  first  annual 
American  Cup  Balloon  Races.  With  a  lit- 
tle luck  you  might  walk  away  with  first 
prize,  the  new  balloon  Americana. 

— N.  E.  Spiese 

Park  City  Merchants  Assoc. 

Lancaster,  Pa. 

Sir:  My  wife  and  I  were  out  watch- 
ing the  magnificent  display  of  hot-air 
balloons,  when  the  Forbes  balloon  passed 
low  over  our  house.  I  held  out  my  hands 
expecting  my  copy  of  Forbes  to  be 
dropped.  But  it  didn't  happen.  .  .  . 

—Ralph  Newm  \\ 
Albuquerque,  N.M. 

Sir:  I  have  long  had  a  desire  to  ride 
in  one.  .  .  .  Do  you  know  of  anyone  in 
the  Middle  West  who  might  accommo- 
date me? 

—  L.  Hiiuuiu  Ki  hsman 
Muskegon,  Midi. 

The  Balloon  Federation  of  America. 
Suite  610,  15th  Street,  N.W.,  Washing- 
ton, D.C.,  could  probably  assist— MSF. 

Claim  to  the  Crown 
Sir:  The  validity  of  your  designation 

of     ABC-TV     as     "the     iportS     network" 

(Forbes,  Feb.  1)  would  seem  to  reel 
with  one's  definition  of  what  constitutes 
leadership  in  sports  programming.  NBC 
rests  its  claim  to  the  crown  on  its  pre- 
eminence in  broadcasting  the  great)  si 
Dumber  of  live  hours  oi  championship 
events.  During  the  current  season.  NBC 
Sports  is  programming  ■  record  388  hours 
of  live  network  sports.  Tliis  is  not  to  dis 

(  Continued  on  pane  111) 
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¥>u  already  own  Vi 

of  the  world's 

most  advanced  video  tape  system, 


Your  television. 
Our  half  is  Omnivision,'"  the 
Panasonic  color  Video  Cartridge 
Tape  Recorder.  Together,  they 
make  up  the  home  entertainment 
system  of  tomorrow.  And  the 
business  communications 
system  of  today. 

Because  this  system  communi- 
cates by  television,  it  instantly 
puts  people,  places  and  things 
before  your  eyes.  Imagine  the 
uses.  Like  your  top  salesman 
giving  pointers  to  the  new  men 
in  the  branch  offices.  A  survey  in 
your  office  of  that  real  estate 
1,000  miles  away.  A  colorful, 
detailed  product  demonstration. 
Any  kind  of  recorded  program 
your  company  may  want  to 
produce.  Or  obtain  from  a  video 
tape  library. 

With  Panasonic  Omnivision, 
all  this  communication  is  at  your 
fingertips.  Because  we  designed 
the  system  to  be  operated  by 
businessmen.  Not  by  engineers. 
Just  slide  in  a  cartridge  and  a1 


■R 


\bur  V2 

matically  your  program  appears 
on  your  television  screen.  When 
it's  all  over,  the  cartridge  ejects. 
Automatically. 

Even  though  it's  designed  for 
businessmen,  our  new  system  has 
a  lot  of  features  an  engineer  would 
appreciate.  Like  our  patented  Hot 
Pressed  Ferrite  recording  heads. 
That  give  you  a  clearer,  sharper 
picture.  Pause  control  that  lets 
you  f reeze-frame  the  picture.  So 
that  you  can  examine  something 
in  detail.  Plus  an  automatic  repeat 


KiVilW  I  MCI  I 


in  a  solid-state  machine.  So  it's 
compact  enough  to  be  portable. 

One  thing  more.  This  system 
won't  grow  obsolete.  Because  it 
conforms  to  the  video  tape  indus- 
try standard,  Vz "  EIAJ.  Which  was 
pioneered  by  Panasonic  three 
years  ago.  And  has  been  agreed 
to  by  25  video  tape  manufacturers. 

There's  a  lot  more  you  should 
know.  So  send  us  the  coupon 
below.  Since  you  already  own  half 
of  the  system,  why  not  find  out 
more  about  the  other  half? 


Panasonic  VTR-CCTV  Dept.  FB-3         I 
200  Park  Avenue,  N.  Y.,  N.  Y.  10017 

□  Please  send  me  literature  on 
Panasonic's  Omnivision]M 

□  Please  have  a  Panasonic 
systems  engineer  call  to 
arrange  a  demonstration. 

Name 

Title 

Company _ 

Address 
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Panasonic  Omnivision 

just  slightly  ahead  of  our  time. 
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More  gas  for  America. 

The  gas  industry 
is  working  on  it. 


Drilling  deeper.  Right  now,  in  some  areas  of 
America,  energy  is  in  short  supply— including  natural 
gas.  Since  one-third  of  America's  energy  comes  from 
gas,  the  gas  industry  is  doing  everything  it  can  to  get 
more.  Drilling  deeper  wells  for  instance— some  go 
as  far  as  five  miles  into  the  earth. 


Drilling  under  water.  America's  need  for  clean 
energy  is  increasingall  the  time— and  thecleanliness 
of  natural  gas  has  been  measured  and  proven.  It  burns 
clean  with  no  smoke.  To  bring  you  more  of  this  clean 
energy,  the  gas  people  are  drilling  under  the  ocean, 
where  suppl ies  of  gas  lie  buried. 


Importing  gas.  Almost  every  product  you  use  de- 
pends on  natural  gas  in  some  way.  Jobs  depend  on  it, 
too.  So  the  gas  industry  is  working  on  ways  to  import 
reserves  of  natural  gas.  Shipping  it  in  from  overseas  in 
compact  liquefied  form-Liquefied  Natural  Gas. 
Piping  it  down  to  us  from  Canada. 


Turning  coal  and  oil  into  gas.  The  gas  industry 
and  the  government  are  working  together  to  convert 
coal  and  oil  into  clean-burning  gas.  All  these  projects 
will  take  time,  and  mean  higher  costs.  But  gas  will 
still  be  one  of  your  most  economical  forms  of  energy. 
Meanwhile,  if  your  home  has  gas  you'll  be  supplied. 


Gas,  clean  energy  for  today  and  tomorrow  A 

111*11  Am»r.c*jnG.. 
fllllffl  A»»ot  i  niton 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


NIXON'S   BUDGET 


Its  intent  and  content  couldn't  be  more  timely  or  more 
on  target.  Budget  deficits  that  almost  defy  comprehension 
have  to  be  reined  in  to  some  degree  if  the  buck  is  to 
maintain  any  viable  value— at  home  as  well  as  abroad. 

The  crescendo  of  outrage  over  proposed  curtailment 
of  some  well-intended  but  ineffectual  and  unsuccessful 
social  spending  programs  has  very  little  foundation  in  fact— 
because,  in  fact,  both  the  percentage  and  the  dollar 
amounts  to  be  spent  on  "human  resource"  programs  remain 
up,  substantially  up,  vis-a-vis  this  year  and  previous  years. 

Having  the  guts  to  knock  funds  for  well-intentioned 
social  programs  that  have  been  flops  in  achieving  their 
purpose  should  be  applauded  rather  than  deplored.  Some 


such  programs  have  merely  resulted  in  yet  another  federal 
bureaucracy  to  harass,  order  about  and  subvert  the  rights 
and  freedom  of  those  who  are  the  subject  of  the  good  in- 
tentions of  some  previous  administrations.  Some  of  these 
programs  remind  me  of  some  widely  publicized  "charities" 
where  as  much  as  9  cents  out  of  every  10  go  to  support  the 
charity's  staff,  fund  appeals  and  public  relations  budget. 

The  odds  are  actually  loaded  against  the  President 
being  able  to  get  really  much  done  along  these  lines.  But 
the  thrust  is  all  good,  and  if  those  concerned  for  th©r  wel- 
fare and  well-being  of  their  fellow  citizens  in  need  of  help 
really  want  to  help,  they  should  join  in  the  hope  that  the 
Nixon  Administration's  proposals  get  carried  out. 


CONCORDE 

This  bird  has  turned  out  to  be  achieving  the  reverse  to  accommodate  more  billions  of  pounds  and  francs. 


of  concord.  Surely  in  Britain  (and  maybe  even  in  France) 
there's  Somebody  with  enough  Sight  and  Sense  to  inter 
that  dead  duck  before  the  hole  has  to  be  made  big  enough 


As  Uncle  Sam  has  discovered  and  been  wise  enough 
to  admit— doing  costly  dumb  things  for  international  "pres- 
tige" achieves  exactly  the  opposite. 


I  DUNNO 

Maybe  it's  a  myth  all  over  again. 

About  the  Japanese  and  how  smart  they  are. 
After  WW  II's  cataclysm,  they  set  to  work  like  nobody 
ever  worked  before  and  built  a  worldwide  export  trade  like 
nobody's  ever  done  before.  With  superquality  and  up-to- 
the-minute  engineering  they  captured  market  after  market. 
Everybody  talked  about  "how  smart  the  Japanese  are." 

But  how  can  you  call  them  smart  when  their  whole 
economy,  whole  economic  well-being,  is  dependent  on  ex- 


port, when  they  doggedly  and  utterly  refuse  to  allow  im- 
ports of  almost  anything  but  raw  materials?  Their  yen 
for  incredible  yen  surpluses  is  going  to  do  them  in  if  they 
don't  get  on  the  stick— and  swiftly— to  permit  imports. 
Some  way,  they  must  sensibly  redress  their  trade  imbal- 
ance, particularly  with  this  country. 

Otherwise,  their  whole  damned  operation  is  going  to 
capsize  just  as  a  couple  of  their  top-heavy  pre-War  war- 
ships are  supposed  to  have  done. 
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THOUGHTS  ON  A 

My  mother  used  to  express  considerable  joy  when  any  of 
her  children  or  11  grandchildren  would  do  some  kind  and 
unprompted  thing— such  as  writing  her  a  letter  from  school 
or  paying  an  unexpected  visit. 

"Everybody  likes  to  be  thought  of,  everybody  likes  to  be 
remembered,  especially  when  there's  no  occasion,"  she 
would  observe. 

Mother  and  Dad  were  married  in  1916,  and  the  follow- 
ing year  she  gave  birth  to  the  first  of  five  sons  and  Father 
gave  birth  to  Forbes  Magazine.  He  died  19  years  ago  and 
Mother  died  last  month,  just  a  week  after  suffering  a  stroke 
and  just  a  week  before  her  77th  birthday. 


THOUGHTFUL  LADY 

In  regard  to  doing  the  little  thoughtful  things,  she  prac- 
ticed what  she  herself  appreciated  all  her  life— multiple 
wee  expressions  of  consideration  for  most  everyone  who 
crossed  her  path.  She  was  as  warmly  liked  by  salesclerks 
and  cabdrivers  as  by  the  doctors  and  nurses  that  failing 
health  brought  her  way.     . 

Our  family  has  been  moved  by  the  many  gentle,  kind 
expressions  of  sympathy  to  us  and  love  for  her  that  began 
arriving  when  her  death  was  known.  It  reminds  one  anew 
and  poignantly  how  much  taking  a  bit  of  time  to  express  a 
thought  for  others  can  mean.  At  no  appreciable  cost,  you 
give  intangible,  immeasurable  happiness. 


IT'S  GOOD  TO  SEE 


a  good  man  finish  Up.  Retiring 
U.S.  Steel  Chairman  Ed  Gott  has 
wound  up  his  tenure  as  CEO  of 
that  once  Great  company  with 
things  for  the  country's  largest  steel 
producer  mostly  on  the  up-tick.  His 
successor  won't  run  out  of  things 


HOW'S  THIS 

From  an  editorial  in  the  New  York  Times: 
". . .  whether  civilizations  collapsed,  were  over- 
thrown or  were  victims  of  disaster  or  failure,  the 
answer  has  been  that  the  earth  itself,  the  source  of 
all  life,  was  the  eventual  reality  and  the  place  to 
find  certainty  and  ultimate  truth.  The  one  inevita- 
bility was  a  return  to  some  understanding  of  and 
respect  for  the  basic  values  of  life  itself.  . . . 

"Nature's  purpose,  so  far  as  we  understand  pur- 
pose at  all,  is  to  perpetuate  life,  not  to  destroy  it, 
to  strengthen  life,  not  to  weaken  it,  to  garland  and 
fructify  the  earth,  not  blight  and  devastate  it. .  . ." 


to  do  and  could  do  worse  than  to 
begin  with  U.S.  Steel's  antediluvian 
approach  to  public  relations.  This 
Giant  used  to  be  able  to  speak 
and  be  heard,  if  not  always  heeded, 
by  the  public  and  on  Capitol  Hill. 
That  day  may  even  come  again. 


FOR  A  CROCK? 

Now  I  like  Nature  as  much  as  the  next  guy,  but  this 
sort  of  perpetual  widespread  idolatry  is  a  bit  idiotic.  For 
aeons,  Earth  &  Nature  have  probably  killed  as  many  peo- 
ple and  animals  and  growing  things  as  has  man  himself. 
Are  not  floods  and  droughts,  hurricanes  and  tornadoes, 
fires  and  earthquakes  facts,  truths  of  Earth  &  Nature? 

With  more  poeple  than  ever  before  fortunately  aroused 
to  the  necessity  of  conservation,  this  cause  should  not  be 
endangered  by  extreme  actions  springing  from  irrational, 
illogical  premises.  Man's  sometime-ofttime  success  in  har- 
nessing, directing  the  forces  of  Nature  has  resulted  in  sav- 
ing uncountable  lives,  lengthening  uncountable  life-spans. 


HANG  IN  THERE! 


Here  some  months  ago  (July  15,  1972)  I  wrote  that  I 
thought  airline  stocks  were  a  good  buy. 

In  the  interval  they've  had  assorted  ups  (which  only  a 
chartist  could  find)  and  pretty  continuous  downs.  I  still 
think  I'm  right,  and  am  most  happy  to  note  that  the 
fabulous  dean  of  Forbes'  columnists,  Lucien  Hooper,  com- 


mented in  the  Feb.  15  issue:  "If  I  were  to  pick  out  one 
group  that  I  think  is  selling  at  what  will  prove  to  be  below 
central  value  this  year,  it  would  be  the  airlines." 

With  three  notable  exceptions,  the  airlines  these  days 
are  being  well  managed  and  they  are— most  of  'em— essential. 

They'll  go  up. 


"IF  THEY  DON'T  QUIT  STEALING  AFTER  THAT  .  .  ." 


Once  again  (Fact  b-  Comment,  Sept.  1,  1972)  I  am  in- 
debted to  International  Utilities'  creator-mentor,  Jack  Sea- 
brook,  for  a  priceless  anecdote: 

"A  controller  I  had  once  was  a  retired  partner  of 
Haskins  &  Sells,  and  worked  in  his  early  life  on  the  books 

WHAT'S   EVERYTHING? 

Nothing  is  everything. 
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of  the  Sheraton  Hotel  chain.  You  learn  a  lot  about  life 
when  you're  dealing  with  food  operations  and  stewards 
and  so  forth.  He  used  to  say,  'Everybody  is  entitled  to 
own  a  house,  and  have  two  cars;  but  if  they  don't  quit 
stealing  after  that,  then  goddamit,  you  ought  to  fire  them.'  " 

JUST  RICH  CAN  MEAN  POOR 

A  life  spent  spending  empties  more  than  a  man's  purse. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments. 


A  Look  at  the  Facts 

A  casual  reader  of  press  descrip- 
tions of  President  Nixon's  1974  budget 
might  easily  get  the  impression  that 
the  government's  spending  on  so- 
called  "social"  or  "human  resources" 
programs  is  to  be  sharply  curtailed  in 
the  years  just  ahead.  From  all  the  talk 
one  would  not  easily  get  the  notion 
that  the  President  plans  to  spend 
$115.7  billion  on  "income  security 
benefits"  in  the  1974  fiscal  year.  Or 
that  this  spending— on  such  things 
as  old  age  benefits,  Medicare  and 
Medicaid,  aid  to  families  with  de- 
pendent children,  veterans  benefits, 
and  food  stamps— is  up  10%  from  the 
current  year  and  27%  from  the  1972 
year. 

Or  that  the  share  of  the  new  budget 
such  spending  accounts  for,  43.5%,  is 
up  from  42%  this  year  and  39%  in 
1972.  Or  that  the  share  of  the  budget 
that  goes  for  most  other  purposes  has 
been  declining.  National  defense,  for 
example,  will  account  for  30.2%  of  the 
new  budget,  compared  with  30.6%  in 
1973  and  33.8%  in  1972. . . . 

— Wall  Street  Journal  editorial. 

Right ?  Right. 

As  in  conversation  among  friends, 
not  every  thought  need  be  earthshak- 


ing.  A  small  observation  can  be  in- 
teresting without  being  the  final  an- 
swer to  anything.  It  is  not  even  neces- 
sary to  be  always  serious  about  serious 
matters,  and  if  it's  a  personal  experi- 
ence rather  than  a  world  event  that 
spurs  a  reflection,  is  that  too  not  grist 
for  a  conversation?  It  happens  to  ev- 
erybody all  the  time. 

—A  Pride  of  Prejudices 
by  Vermont  Royster. 

Challenges,  Urges 

Young  men  today  are  little  different 
from  those  who  manned  the  wagon 
trains  or  struck  off  on  treks  into  the 
unknown  only  a  century  ago;  they  still 
need  to  test  themselves.  To  be  tough 
in  sinew  and  mind  and  scornful  of 
discomfort  and  ease,  no  matter  if 
times  have  changed,  is  a  common  as- 
set of  youth,  and  when  inexhaustible 
energy  can  be  spent  in  travel  through 
relatively  unknown  country,  the  com- 
pensations are  immeasurable.  To  climb 
mountains,  go  through  impenetrable 
swamps  and  bogs,  to  cross  deserts  in 
the  glare  of  a  pitiless  sun  takes  the 
same  stamina  as  fighting  the  waves  on 
great  lakes,  running  dangerous  rapids, 
or  portaging  over  treacherous  boul- 
ders. No  matter  where  they  find  the 
challenges,  this  is  what  they  need. 


Without  weariness  there  can  be  no 
real  appreciation  of  rest,  without  hun- 
ger no  enjoyment  of  food;  without  the 
ancient  responses  to  the  harsh  sim- 
plicities of  the  kind  of  environment 
that  shaped  mankind,  a  man  cannot 
know  the  urges  within  him. 

—Open  Horizons  by  Sigurd  F.  Olson. 

Seance 

Groucho  Marx  tells  about  the  time 
he  went  to  a  Chicago  seance  with  one 
of  his  wives,  who  fancied  such  things. 
The  seance  was  run  by  a  large  lady 
named  Mme  ZaZa  who  announced 
that  her  big  finale  would  be,  for  an  ad- 
ditional $5,  to  answer  any  question  at 
all.  Questions  were  to  be  written  on  a 
slip  of  paper.  Groucho  duly  wrote 
down  his.  It  was:  "What  is  the  capi- 
tal of  North  Dakota?"  -Realites. 

Old  Salts 

You  know  when  the  Navy  started 
to  go  to  hell?  When  everybody  started 
getting  married,  that's  when.— C. A. 
Herget,  U.S.  Navy  (Ret.). 

I'm  telling  you  there  was  nothing 
like  a  battleship.  When  they  fired  a 
salvo,  you  didn't  know  whether  you 
were  firing  or  getting  hit.— Retired  Lt. 
Commander  Albert  Kleeberg. 

—International  Herald  Tribune. 


That  the  latest  currency  crisis  won't 
be  the  last.  Not  with  some  $80  billion 
sloshing  around  overseas  and  the  U.S. 
balance  of  payments  still  hemorrhag- 
ing red  ink.  Not  when  experts  tell  us 
that  it  will  take  at  least  two  years  to 
formulate,  adopt  and  put  into  work- 
ing order  a  new  international  mone- 
tary system. 

Rut  short-term  dollar  crises  do  not 
preclude  long-term  solutions. 

For  all  its  troubles,  the  dollar  is 
still  the  currency  of  the  world's 
wealthiest,  most  productive  industrial 
power. 

And  in  coping  with  the  dollar's 
difficulties,  it  is  difficult  to  see  what 
more  the  Nixon  Administration  could 
be  doing  than  it  is  doing  now  or  will 
be  doing  in  the  near  future. 

The  U.S.  has  twice  devalued  the 
dollar  in  14  months.  It  is  now  pressing 
forcefully,  even  rudely,  to  win  neces- 
sary trade  concessions  from  trading 
partners,  so  that  our  swollen  trade 
deficit  may  be  slimmed  down.  Presi- 
dent Nixon  has  asked  for,  and  Con- 
gress should  give  him,  the  authority 
to  impose  surcharges  on  goods  from 


IT'S  A  SAFE  BET 

countries  that  think  trade  is  a  one- 
way street,  e.g.,  Japan. 

The  U.S.  has  put  forth  proposals 
for  a  new  monetary  system;  Secretary 
of  the  Treasury  George  Shultz'  speech 
to  the  International  Monetary  Fund 
last  fall  was  conciliatory  and  his  pro- 
posals sensible  and  workable. 

At  home,  the  Administration  has 
taken  unprecedented,  some  say  un- 
constitutional, steps  to  hold  down  the 
spiraling  budget.  You  can  disagree 
about  priorities,  but  not  on  the  need 
to  live  within  our  means. 

Just  as  important  is  what  the  Ad- 
ministration has  not  done.  It  has  not 
imposed  a  complex  set  of  capital 
controls,  which  would  treat  the  symp- 
toms but  not  the  disease.  It  has  re- 
sisted such  dangerous  expedients  as 
the  Rurke-Hartke  Rill,  whose  advo- 
cates believe  that  drying  up  trade 
with  our  allies  will  somehow  make 
things  better  for  American  labor. 

What  more  can  be  asked? 

On  the  part  of  others,  plenty. 

From  our  European  trading  part- 
ners, more  patience  and  some  agricul- 
tural  trade   concessions.    Fortunately, 


the  Europeans  seem  to  recognize  that 
a  breakdown  in  international  trade 
would  do  to  their  economies  what 
World  War  I  did  to  their  armies. 

From  Japan,  a  waking  up  to  the 
fact  that  her  hard-won,  well-deserved 
prosperity  will  be  best  preserved  by 
adjusting,  not  rigidly  defending,  the 
status  quo. 

From  American  multinational  com- 
panies, a  behavior  based  on  the  reali- 
zation that  the  fastest  way  to  lose 
their  freedom  to  move  their  money 
from  country  to  country  is  to  use  it 
when  there's  a  run  from  the  dollar. 

From  American  tourists,  an  effort 
to  fly  American  flag  carriers  when 
flying  abroad. 

From  the  rest  of  us,  support  for 
the  President  in  his  efforts,  as  corny 
and  as  unfashionable  as  that  may 
sound  or  be  in  some  circles. 

For  the  U.S.  is  fortunate  that  on 
this  fundamentally  important  issue 
it  has  a  President  who  is  willing  to  do 
whatever  needs  to  be  done  to  get  the 
job  done. 

A  job  that  will  get  done— if  all  of 
us   cooperate.  —M.S.   Forbes  Jr. 
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Xerox  can  give  your  salesmen 
more  to  show  for  a  hard  day's  work 
than  a  hard  day's  work. 


The  trouble  with 
many  salesmen  isn't 
that  they  don't  sell  hard 
enough.  It's  that  they 
don't  sell  well  enough. 

At  Xerox  Learning 
Systems  we  have  a 
Professional  Selling 
Skills  program  designed 
to  help  salesmen  sell 
better. 

It  works  for  your 
salesmen  because  it 
trains  them  to  analyze 
their  own  sales 
techniques  and  to 
apply  the  correct 
technique  at  the  right 
time. 

It  works  for  your 
company  because  it 
can  easily  be  adapted 
to  your  product  and 
your  way  of  selling.  It 
doesn't  need  outside 
administrators  or  a 
central  training 
location.  You  can  use 
it  either  as  a  separate 
unit  or  modify  it  to 
fit  within  your  present 
training  program. 


All  in  all,  the 
Professional  Selling 
Skills  program  means 
your  salesmen  will 
come  away  with 
something  more  to 
show  for  a  hard  day's 
work  than  a  lot  of 
"no-thank-you's" 

For  more  informa- 
tion about  how  to 
improve  your  sales  by 


XEROX®  is  a  trademark  of  XEROX  CORPORATION. 


improving  your 

salesmen,  please  write 

Xerox  Learning 

Systems,  600  Madison 

Avenue,  New  York, 

N.Y  10022. 

You  don't  need 

new  men.  You  need 

new  methods. 

Xerox  Learning  Systems 


XEROX 


The  Train  that 
Refuses  To  Die 

Amtrak  is  broke, 
but  it  isn't  dead— 
and  it  isn't  going  to  die. 

The  way  Roger  Lewis  tells  it,  one  of 
the  first  things  he  did,  when  he  be- 
came head  of  Amtrak  in  1971,  was  to 
hire  pollster  Louis  Harris  to  study 
customer  attitudes  toward  rail  pas- 
senger service.  Key  to  the  survey  was 
to  interview  1,000  citizens  who  had 
ridden  a  train  in  the  last  year.  So 
what  happened? 

"Harris  had  to  run  through  about 
25,000  interviews  just  to  find  the 
1,000,"  chuckles  Lewis. 

That's  not  so  amusing  when  you 
think  about  it.  Amtrak  has  been  gain- 
ing passengers  at  a  moderate  rate— 
this  year  and  last  about  10%  per  year 
—but  from  a  very  low  base.  All  told, 
only  about  8  million  tickets  were  sold 
to  train  passengers  last  year,  about 
half  of  them  to  frequent  riders  on 
commuter  trains. 

The  profit-and-loss  statement  is  a 
disaster.  For  every  dollar  it  takes  in, 
Amtrak  spends  approximately  $1.75. 
When  its  fiscal  year  ends  this  June, 
Amtrak  will  have  taken  in  about  $171 
million  in  revenues,  vs.  costs  of  nearly 
$300  million.  Net  loss:  about  $130 
million.  This  is  a  far  worse  loss  ratio 
than  even  the  Penn  Central  suffers.  • 

And  while  revenues  are  rising,  so 
are  costs. 

Amtrak  has  been  plugging  part  of 
the  gap  by  pouring  in  the  $65  million 
a  year  it  gets  from  participating  rail- 
roads as  the  price  for  being  allowed 
to  quit  the  passenger  business.  For 
the  rest,  it  has  been  living  off  the 
seed  capital  Congress  gave  it.  But  the 
payments  end  in  mid-1974,  and  the 
capital  is  nearly  gone. 

This  June  30  is  Amtrak's  day  of 
reckoning.  Its  first  year  is  over  and 
it  is  due  to  appear  before  Congress 
with  an  accounting  of  its  progress. 
Progress?  Capital  about  exhausted  and 
losses  running  at  $10  million  a  month? 
Obviously  Amtrak  will  have  to  ask 
Congress  for  money,  a  Congress  that 
is  economy-conscious  and  is  having 
some  of  its  favorite  programs  gutted 
by  the  White  House. 

To  make  matters  worse,  the  Penn 
Central,  Amtrak's  biggest  carrier,  is 
threatening  to  stop  running  trains  un- 
less Amtrak  pays  it  a  good  deal  more 
for  its  services  in  providing  trackage 


Forbes 


and  crews. 

Is  Amtrak,  then,  about  to  become 
the  little  train  that  couldn't? 

Quite  the  contrary.  Talking  with 
congressmen,  Forbes  reporters  come 
away  with  the  strong  feeling  that  the 
money  will  be  found. 

For  one  thing,  the  trains  are  popular 
—even  among  the  majority  of  non- 
riders.  No  congressman  wants  to  tell 
the  folks  back  home  he  couldn't  save 
the  trains  for  his  hometown.  Trains 
have  a  good  image:  nostalgic,  rela- 
tively nonpolluting,  taking  traffic  off 
the  crowded  highways  and  skyways. 

In  the  end,  Amtrak's  fate  is  tied 
intimately  with  that  of  the  Penn  Cen- 
tral. "Forty-five  percent  of  our  reve- 
nues," says  Sydney  S.  Sterns,  Amtrak's 
comptroller,  "moves  on  Penn  Central. 
The  Metroliner  and  other  Washing- 
ton trains  alone  are  20%,  and  they 
actually  gave  us  a  profit,  $6.3  million 
in  1972."  Nearly  two-thirds  of  Am- 
trak's revenue  gains  last  year  came 
from  Penn  Central.  In  short,  in  the 
crowded  corridors  of  the  East,  Am- 
trak is  probably  viable.  The  very 
crowding  and  short  hauls  that  ruined 
the  Penn  Central's  freight  business 
make  people  business  popular. 

"If  Penn  Central  needs  more  mon- 
ey, it  can  be  worked  out,"  Sterns  says. 


"It  probably  will  be.  By  Congress." 

How  can  Congress  intervene?  It 
can  subsidize  Penn  Central  directly  to 
help  keep  the  passenger  trains  running 
and  the  tracks  in  shape.  Or,  as  now 
seems  possible,  the  U.S.  may  buy  the 
necessary  trackage,  repair  it,  maintain 
it.  Then  it  could  let  Amtrak  use  the 
track  free  of  charge  or  at  a  minimum 
charge— a  procedure  that  comes  per- 
ilously close  to  nationalization. 

The  mood  in  Congress  and  in  the 
Administration  has  changed  lately. 
There  is  a  strong  disposal  to  spend 
money  if  necessary  to  keep  the  Penn 
Central  and  Amtrak  going.  Chances 
are  strong  that  Amtrak  and  Penn  Cen- 
tral will  be  saved  in  a  single  piece  of 
legislation. 

But  what  about  Amtrak's  supposed 
goal  of  becoming  self-sustaining?  It 
was  never  more  than  a  myth  for  pub- 
lic consumption.  Roger  Lewis,  Am- 
trak's boss,  puts  it  this  way:  "You  have 
to  remember  we  were  set  up  to  solve 
another  problem  altogether— to  relieve 
the  railroads  of  the  burden  of  pas- 
senger service  losses." 

Can  it  be  that,  thanks  to  Amtrak, 
the  U.S.  railroad  system  is  already 
well  on  the  way  to  nationalization— 
not  by  revolution  but  by  evolution, 
not  by  choice  but  by  necessity?  ■ 


Closing  more  stations  like  this  might  just  make  Amtrak  profitable. 
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/s  There  an  HMO  in  Your  Future? 

HMO— a  kind  of  group  practice- 
may  be  tha  wave  of  the  future  in  medical  care. 


WHAT  can  be  done  about  soaring 
medical  costs?  Crowded  out  of  tbe 
headlines  by  soaring  food  costs,  major 
medical  bills  remain  a  major  prob- 
lem lor  most  American  families.  For 
many  families,  doctors  and  bospitals 
spell  economic  disaster. 

Not  as  a  cure,  but  as  a  tool  for 
controlling  medical  costs,  HMOs  are 
getting  increasing  attention.  The  let- 
ters stand  for  Health  Maintenance 
Organization.  In  fact,  four  bills  now 
before  Congress  aim  to  encourage  the 
creation  of  HMOs.  One,  sponsored  by 
Senator  Edward  M.  Kennedy,  would 
provide  complete  cradle-to-grave  care 
for  everyone  at  government  expense. 

In  general,  an  HMO  can  be  defined 
as  group  practice.  A  group  of  physi- 
cians and  other  medical  professionals 
join  to  provide  more  comprehensive, 
planned  care  for  a  sharply  defined 
group  of  patients.  For  example,  a  typ- 
ical HMO  might  provide  the  services 
of  internists,  pediatricians  and  gen- 
eral practitioners,  as  well  as  many 
other  specialists.  The  care  will  cover 
many  of  the  services  provided  for  in 
medical  insurance  plans  and  many 
that  are  not:  annual  checkups,  drugs 
at  reduced  cost,  diagnostic  testing,  eye 
care,  maternity  care,  even  some  inex- 
pensive psychiatric  care. 

Many  HMO  plans  involve  a  prepaid 
charge  that  covers  most  medical  needs. 
This,  as  President  Nixon  pointed  out  in 
his  1971  message  on  health  to  Con- 
gress, has  the  virtue  of  providing  an 
incentive  to  hold  costs  down.  Tradi- 
tionally, the  President  said,  "doctors 
and  hospitals  are  paid,  in  effect,  on 
a  piecework  basis."  The  more  piece- 


work, the  more  money.  An  HMO, 
presumably,  makes  more,  the  more  ef- 
ficient it  is— provided  it  doesn't  skimp 
on  services.  Even  those  HMO  plans 
that  do  not  involve  a  prepaid  charge 
but  retain  the  present  fee-for-service 
system  have  a  modest  mechanism  to 
control  costs.  The  doctors  and  hospi- 
tals must  submit  all  bills  to  the  founda- 
tion, which  may  not  accept  out-of- 
line  charges. 

Sudden  Interest 

HMOs  are  not  a  new  concept;  to- 
day they  cover  8  million  people. 
The  nonprofit  Kaiser-Permanente 
medical  care  program,  which  now 
covers  some  2.5  million  subscribers, 
has  been  operating  for  30  years  (see 
box).  However,  the  HMO  concept  did 
not  catch  on  until  recently.  Aided  by 
some  $32  million  in  federal  grants  and 
developmental  benefits  over  the  past 
two  years,  the  number  of  HMOs  in 
existence  or  planned  has  jumped  to 
56,  and  there  were  some  120  grants 
made  for  HMO  planning  and  feasi- 
bility studies.  One  which  started  in 
late  1969  is  the  Harvard  Community 
Health  Plan  of  Greater  Boston.  It  cur- 
rently has  32,000  members  and  is 
sponsored  by  Harvard  University. 

The  Burleson-Mclntyre  bill  would 
provide  for  federal  seed  money  for 
HMOs  including  such  insurance  com- 
pany plans  as  the  Arizona  Health 
Plan,  which  was  entirely  underwritten 
by  the  Connecticut  General  Life  In- 
surance Co.  The  insurance  companies 
favor  it  because  they  want  to  head  off 
Senator  Kennedy's  comprehensive 
health  plan,  which  would  wipe  out  a 


business  that  now  brings  them  $15 
billion  a  year  in  premiums.  Although 
the  companies  have  lost  money  on 
health  insurance  in  some  recent  years, 
rate  increases  last  year  allowed  earn- 
ings of  around  $200  million,  with 
prospects  for  1973  even  better. 

Doctors,  for  the  most  part,  oppose 
group  practice  and  prefer  the  AMA's 
Medicredit  bill,  which  merely  provides 
a  fax  credit  for  buying  private  health 
insurance.  One  typical  reaction  to 
HMOs  comes  from  Washington,  D.C. 
internist  Dr.  Michael  Halberstam: 
"Most  doctors  prefer  solo.  They  won't 
go  for  it.  So  far,  prepaid  practice  has 
been  like  Kentucky  Fried  Chicken— 
never  very  good  or  very  bad." 

The  problem  in  starting  an  HMO 
is  the  cost.  For  a  30,000-member 
HMO,  it  can  easily  cost  $500,000  for 
planning  alone.  On  top  of  that,  the 
HMO  must  count  on  losing  $2  mil- 
lion over  a  three-year  period  before 
income  from  members  begins  to  cover 
operating  costs.  They  must  be  fully 
staffed  and  provide  all  services  im- 
mediately, while  membership  grows 
only  gradually.  As  an  example,  the 
Harvard  Community  plan  expected  to 
begin  with  10,000  members,  but  in 
fact  opened  with  only  88.  One  union 
leader  has  estimated  that  launching  a 
50,000-member  group  would  cost 
more  than  $5  million. 

The  high  cost  of  launching  an 
HMO  is  the  heart  of  the  argument 
over  what  kind  of  HMOs  the  Govern- 
ment should  encourage.  An  inade- 
quately financed  HMO  might  cut 
costs  to  a  point  where  it  provides  in- 
adequate service.  One  in  which  the 
professionals  are  not  properly  moti- 
vated might  degenerate  into  assembly 
line  medicine  with  patients  experienc- 
ing long  waits  and  impersonal  ser- 
vice—a complaint  often  voiced  about 
New  York  City's  700,000-member 
Health  Insurance  Plan. 


Empty  Beds.  HMOs  use  fewer  hospital  beds  per  enrollee  than 
non-HMO  systems.  The  result  is  considerably  lower  hospital-related  costs. 
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So  the  first  question  is  this:  How 
shall  the  HMOs  be  financed?  By  in- 
surance companies,  by  foundations,  by 
groups  of  physicians  and  other  medi- 
cal professionals  with  private  capital, 
by  the  Government?  The  second  ques- 
tion: Shall  they  be  run  for  profit  or 
no  profit? 

The  Administration  bill  circumvents 
both  these  questions.  In  effect,  it  says 
with  Mao  Tse-tung:  "Let  a  hundred 
flowers  blossom."  If  physicians  and 
other  medical  professionals  want  to 
get  together  and  start  an  HMO  on 
their  own— as  they  did  in  the  Ross- 
Loos  Medical  Group  in  Los  Angeles, 
an  HMO  that  is,  in  effect,  a  profit- 
making  cooperative— great.  If  the  in- 
surance companies  want  to  under- 
write HMOs— for  profit— great.  If 
foundations  want  to  sponsor  nonprof- 
it HMOs— great.  The  Administration 


prefers  to  have  a  variety  of  HMOs, 
because  the  performance  of  each  type 
could  be  measured  against  the  others. 
This  makes  sense.  One  of  the  reasons 
why  an  HMO  like  the  one  in  the 
San  Joaquin  Valley  area  strives  to  keep 
costs  down  is  that  it  must  compete 
with  the  nonprofit  Kaiser-Permanente 
medical  care  program.  And  compe- 
tition forces  both  to  provide  the  best 
care  possible. 

The  proponents  of  HMOs,  whether 
public  or  private,  profit  or  nonprofit, 
don't  claim  that  HMOs  are  a  panacea 
or  even  suitable  for  everybody.  "All 
we're  saying,"  says  Hal  Thalheimer, 
Connecticut  General's  director  of 
medical  programs,  "is  that  HMOs 
should  be  encouraged  as  an  option 
to  existing  medical-care  coverage,  not 
as  a  replacement.  The  key  thing  we 
are  offering  is  a  choice  to  those  who 


desire  something  different  from  the 
traditional  Blue  Cross  and/ or  insur- 
ance policy.  Up  until  now,  most  peo- 
ple have  been  put  into  a  take-it-or- 
you-have-nothing  situation  with  re- 
gard to  their  medical  care." 

Anyone  who  thinks  an  HMO  will 
cost  less  than  present  health  insur- 
ance plans  has  another  think  coming. 
Since  most  HMOs  provide  for  more 
comprehensive  service,  they  can't  pos- 
sibly cost  less.  They'll  cost  about  the 
same.  And  the  costs  will  rise,  as  the 
cost  of  everything  is  bound  to  rise. 
However,  they  shouldn't  rise  as  quick- 
ly as  they  have  in  the  past  because  of 
the  incentives  to  keep  them  down. 

In  the  end,  then,  HMOs  won't 
check  the  soaring  cost  of  staying  well 
and  staying  alive.  But  they  might 
help  slow  the  rate  of  rise— and  pro- 
vide better  service  for  many  people.  ■ 


Prepaid  Group  Practice  That  Works 


While  most  prepaid  group  practice 
plans  are  just  beginning  or  have  a 
relatively  short  history,  the  biggest  and 
one  of  the  oldest  has  been  operating 
on  the  West  Coast  for  nearly  30  years. 
It  is  the  Kaiser-Permanente  organiza- 
tion, based  in  Oakland,  Calif.,  with  a 
membership  of  some  2.5  million.  It  is 
the  model  on  which  most  prepaid 
group  practice  plans  are  based.  It  is 
also  used  as  a  model  for  organizing  the 
HMO  concept  that  is  embodied  in 
several  major  health  care  bills  now 
before  Congress. 

Kaiser-Permanente  marches  to  the 
beat  of  its  own  drum.  Rarely  has 
Kaiser  taken  a  penny  from  the  Govern- 
ment. Its  big  backer  was  the  late 
Henry  J.  Kaiser,  who  provided  the 
necessary  money  in  the  1940s.  The 
Kaiser  family  foundation  has  since  pro- 
vided additional  funds  as  needed,  but 
only  on  a  business-like  basis;  Kaiser- 
Permanente  had  to  be  self-sustaining. 

It  is.  Last  year  the  system  took  in 
approximately  $15  million  more  than 
the  $400  million  it  spent.  Today  it 
has  almost  $300  million  in  assets, 
$150  million  in  equity,  employs  2,500 
physicians,  has  about  58  clinics  and 
23  hospitals  with  4,646  beds.  Its  an- 
nual report  could  easily  be  mistaken 
for  that  of  a  well-run  corporation. 

The  visionary  behind  the  Kaiser 
medical  organization  was  Dr.  Sidney 
Garfield,  who  guided  the  program 
from  its  inception  in  1932  to  his  re- 
tirement three  years  ago.  And  not  only 
did  he  develop  a  vast  system  of  pre- 
paid group  medical  care;  he  also  de- 
veloped one  that  delivers  fairly  high- 
quality  medical  care  at  reasonable 
cost.  As  one  medical  care  specialist 
puts  it,  "Kaiser  has  successfully 
avoided   becoming  simply   a  medical 


factory,  and  that  for  a  huge  organiza- 
tion is  very  difficult." 

According  to  Dr.  Ernest  W.  Saward, 
medical  director  of  the  Permanente 
Clinic  in  Pordand,  Ore.,  the  Kaiser 
program  has  five  basic  principles: 

1)  Prepayment  of  monthly  dues  to 
mutualize  the  cost  of  medical  care. 

2)  Group  practice,  which  to  Kaiser 
means  making  contracts  with  inde- 
pendent and  autonomous  groups  of 
doctors  who  practice  exclusively  in 
the  group. 

3)  Setting  up  medical  center  facil- 
ities—a hospital  and  full-service  am- 
bulatory clinical  center— that  are  coor- 
dinated with  neighborhood  clinics  in 
peripheral  areas  and  that  use  a  com- 
mon medical  record. 

4)  Voluntary  enrollment.  Kaiser 
will  not  be  the  only  source  of  medical 
service  in  a  community.  "Since  each 
individual  must  choose  the  program," 
says  Saward,  "there  must  be  an  al- 
ternate choice;  if  there  isn't,  we  don't 
offer  the  program." 

5)  Payment  by  capitation— that  is, 
each  Kaiser  medical  group  and  hospi- 
tal is  paid  according  to  the  number 
of  subscribers  under  its  care. 

Cost  Conscious 

Most  medical  insurance  plans  to- 
day offer  few  incentives  to  control 
costs.  Kaiser,  by  contrast,  does.  It  has 
been  able  to  achieve  as  much  as  30% 
less  hospital  use  per  patient  and  25% 
lower  expense  ratios.  Says  Saward: 
"We  believe  that  such  budgetary  sys- 
tems lead  to  different  motivation  in 
the  providers  than  fee  for  service  or 
reimbursement  of  costs." 

There  are  three  core  operations 
within  the  Kaiser  organization  that 
help  to  control  the  system,  with  per- 


haps the  most  crucial  and  interesting 
being  the  Permanente  Medical 
Groups,  which  are  operated  for  profit. 
They  are  partnerships  of  physicians, 
ranging  from  30  to  600  per  group, 
who  contract  with  Kaiser  to  provide 
all  the  needed  medical  services  to  a 
group  of  subscribers.  The  doctors  are 
salaried— well  salaried— making  from 
$20,000  to  $55,000.  They  work  only 
for  the  group.  If  their  group  makes  a 
profit  after  their  salaries  and  their 
overhead,  the  doctors  get  the  differ- 
ence as  incentive  compensation.  If 
there  is  a  deficit,  the  doctors  meet  it. 

Says  Dr.  Clifford  H.  Keene,  presi- 
dent of  Kaiser-Permanente,  "What  the 
physician  gets  under  the  Kaiser  pro- 
gram is  a  predictable  and  stable  in- 
come, insurance  paid  by  the  group, 
pensions,  more  regular  hours,  vaca- 
tions and,  most  important,  the  ability 
to  derive  great  personal  satisfaction 
out  of  the  work  he  is  doing." 

Dr.  Keene  and  his  colleagues  are 
nervous  about  Kaiser's  sudden  popu- 
larity as  a  prototype  for  today's  and 
tomorrow's  HMOs— and  worry  lest  oth- 
er poorly  conceived  plans  fail  and  dis- 
credit all  group  practice  plans. 

"We  don't  see  Kaiser-Permanente 
as  a  panacea,"  Keene  says,  "We  see  it 
as  one  valid  solution  to  some  long- 
standing problems  and  as  an  evolving 
method  of  organizing  and  delivering 
medical  care."  He  adds  tactfully,  "But 
we  are  also  impressed  with  the  diffi- 
culties of  altering  existing  patterns  of 
medical  care  with  the  talent,  effort 
and  money  needed  to  organize  a  med- 
ical care  delivery  system." 

But  the  important  thing  is  this: 
The  Kaiser  system  works  and  works 
well,  a  bright  spot  in  an  otherwise 
discouraging  national  medical  picture. 
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The  IBM  of 
the  Energy  Crisis 


That's  how  Wall  Street 

looks  upon  Schlumberger. 

Now,  if  they  can 

just  keep 

all  that  other 

stuff  in  the  black. . . . 

"All  you  know  when  you  drill  a 
wildcat  well  is  that  with  the  mud  that 
comes  back  to  the  surface  comes 
sometimes  a  few  bubbles  with  traces 
of  oil,  some  geological  elements  that 
suggest  oil-bearing  sands,"  explains 
Jean  Riboud,  chairman  and  president 
of  French-controlled,  but  New  York- 
based,  Schlumberger  Ltd.  "But  exact- 
ly where  is  the  oil-bearing  zone? 
What  are  its  contours,  its  inclinations? 
Are  the  sands  porous  enough  to  be 
producible?  Without  a  service  like 
ours,  you  have  spent  millions  and  you 
simply  do  not  know.  You  don't  even 
know  if  you  are  drilling  straight  down. 
Sometimes  you  think  you  are  and  you 
are  really  drilling  at  20  degrees!" 

Answering  questions  like  that  has 
been  an  immensely  lucrative  business 
for  Schlumberger.  Last  year  some 
36,400  gas  and  oil  wells  were  drilled 
to  meet  the  Free  World's  urgent  need 
for  energy— 27,900  in  the  U.S.  alone, 
and  the  overwhelming  majority  of 
them  depended  on  Schlumberger  to 
tell  them  the  critical  information  they 
needed  to  function  effectively.  The 
torpedo-like  Schlumberger  electronics 
logging  devices  lowered  down  open 
drilling  holes  can  provide  oilmen  with 
about  80  different  types  of  measure- 
ments and  analyses.  Costing  anywhere 
from  $1  million  to  $24  million  each, 
exploratory  rigs  (which  are  used  on 
slightly  over  a  fourth  of  all  new  wells) 
may  call  in  Schlumberger  logging 
teams  as  often  as  every  three  days, 
or  every  2,000  feet  of  drill. 

Protecting     Schlumberger's     domi- 


nant position  in  oil  field  logging  is  a 
formidable  array  of  over  4,000  pat- 
ents, which  its  scientists  and  engi- 
neers file  at  the  rate  of  over  500  a 
year.  And  the  need  for  further  re- 
search mounts  steadily  as  rigs  move 
into  hostile  terrain  like  Alaska's  North 
Slope  and  probe  ever  deeper  into  the 
earth  where  logging  instruments  must 
withstand  pressures  up  to  20,000 
pounds  per  square  inch  and  tempera- 
tures that  reach  500°. 

While  competitors  like  Halliburton 
and  Dresser  have  access  to  all  Schlum- 
berger logging  technology  through  li- 
cense arrangements,  they  simply  can- 
not match  Schlumberger's  reputation 
for  technical  leadership  and  reliability, 
or  the  ability  of  its  far-flung  service 
network  to  have  equipment  on  the 
spot  when  it's  needed.  By  generally 
offering  similar  service  at  lower  cost, 
the  competitors  aim  for  simpler  as- 
signments, leftovers  in  a  high-volume 
area  like  the  North  Sea  where  rigs 
leased  at  $20,000  a  day  cannot  wait 
if  Schlumberger  teams  are  busy. 

Simply  put,  Schlumberger  has  a 
global  near-monopoly  on  a  critical 
phase  of  the  energy  crisis. 

To  Wall  Street,  all  this  sounds  like 
the  second  coming  of  Xerox  or  Pola- 
roid. Over  the  past  two  years,  on  the 
strength  of  a  42%  two-year  earnings 
gain  from  $49.5  million  to  $70.2  mil- 
lion, Schlumberger  shares  have  soared 
from  around  17  to  a  recent  93.  The 
shares  now  sell  at  47  times  1972  earn- 
ings, at  a  time  when  most  major  oil 
producers  have  multiples  down  around 
10-13  times  earnings. 

But  there  is  more  to  Schlumberger 
than  just  its  oil  field  logging  service 
or  its  somewhat  less  successful  re- 
lated drilling  services:  Over  half  of 
Schlumberger's  $812  million  in  sales 
is  in  electronics  and  measuring  equip- 
ment wholly  unrelated  to  the  oil  field. 
And  except  for  Heath,  maker  of  the 
build-it-yourself  Heathkit  high-fidelity 
equipment,  none  of  these  operations 
comes  anywhere  near  oil  field  services 
in  profitability.  In  fact,  most  in  recent 
years     have     been     either     marginal 


Riboud  of  Schlumberger 

(Weston's  meters  and  measuring 
equipment)  or  in  the  red  (EMR's 
scientific  and  industrial  control  com- 
puters and  French-based  Schlumber- 
ger Instruments  &  Systems). 


Family  Riches 


Descended  of  sturdy  Alsatian  bour- 
geois stock,  the  sprawling  Schlumber- 
ger family  is  one  of  the  richest  in 
the  world— not  so  rich  as  the  Mellons 
or  Rothschilds  perhaps,  but  getting 
richer  every  day.  Indeed,  in  the  last 
two  years,  the  family's  36%  interest  in 
New  York's  Schlumberger  Ltd.  has 
increased  almost  $1  billion  in  value, 
but  they're  not  about  to  unload.  For 
years  now,  says  Chairman  Jean  Ri- 
boud, the  family  has  been  selling  off  a 


few  thousand  shares  here,  a  few 
thousand  there,  high  multiple  or  low 
—"to  meet  some  outside  requirements 
such  as  art  or  philanthropy  or  some 
other  fancies  they  have."  But  no 
large  blocks.  No  really  large  blocks, 
that  is. 

The  wealth  of  the  Schlumbergers 
has  its  origins  not  in  oil  but  in  textile 
machinery,  and  France's  Schlumber- 
ger et  Cie  is  still  thriving.  Today, 
there  is  also  a  fair-sized  Schlumberger 


bank  in  Paris,  a  Schlumberger  jewelry 
salon  at  New  York's  Tiffany,  a  Schlum- 
berger award  for  history  at  the  Sor- 
bonne  in  Paris,  and  the  important  de 
Menill  art  collection  which  the  family 
has  donated  to  Rice  University  in 
Houston  (Mrs.  de  Menill  was  a 
Schlumberger.) 

But  no  Schlumbergers  run  the  com 
pany  founded  on  Maud  and  Conrad 
Schlumberger's  pioneering  work  in  oil- 
field logging.  Jean  Riboud  docs  that. 
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Schlumberger  got  into  electronics 
I  during  World  War  II,  Riboud  ex- 
I  plains,  when  the  U.S.  Government 
I  asked  it  to  translate  logging  tech- 
I  nology  into  new  types  of  mine  de- 
I  tectors;  then  shortly  before  Riboud 
I  took  over  as  president  in  1965,  it  pro- 
I  ceeded  to  build  on  to  the  electronics 
I  and  measuring  business  it  had  through 
I  acquisitions.  The  theory  was  it  would 
|  provide  oil  field  logging  services  with 
"digital  capability."  Technical  excel- 
lence may  have  been  enough  to  en- 
able a  small  outfit  to  succeed  in  oil- 
field logging,  with  its  nearly  invulner- 
able patent  position.  But  it  was  far 
from  enough  in  the  unfamiliar  and 
infinitely  more  competitive  electronics 
and  computer  field.  And  so,  during 
the  1970  recession,  Riboud  concluded 
that  he  could  buy  his  needed  digital 
capability  cheaper  and  quicker  on  the 
outside,  and  last  year  sold  EMR's 
comnuter  operations  to  Sperry  Rand. 

SIS,  on  the  other  hand,  Schlumber- 
ger's  group  of  small  French  EDP  soft- 
ware and  broadcast  equipment  pro- 
ducers, was  too  small  to  be  competi- 
tive. So  in  1970  Riboud  acquired 
troubled  Compagnie  de  Compteurs 
(now  a  third  of  Schlumberger  sales) 
whose  line  of  utility  meters,  indus- 
trial control  devices  and  electronic  in- 
struments overlapped  that  of  SIS. 

"Maybe  in  some  respects  there  were 
more  problems  with  Compteurs  than 
we  thought,"  says  Riboud.  "I  think  it's 
true  of  life  that  things  always  take 
more  time  than  you  think  they  will. 
There  were  management  and  control 
problems.  And  their  diversifications 
were  losing  the  money  they  were  mak- 
ing in  their  basic  business.  We've 
merged  their  electronics  business  with 
SIS,  and  moved  in  over  45  Schlum- 
berger people  to  manage  Compteurs." 
Result:  Last  year  SIS  moved  for 
the  first  time  into  the  black,  and 
Compteurs'  profit  margin  improved 
slightly  to  around  2%.  In  all,  the  elec- 
tronics cutbacks  Riboud  instituted  dur- 
ing two  boom  years  for  the  industry 
were  the  second  most  important  fac- 
tor in  Schlumberger's  42%  earnings 
gain  since  1970,  after  the  bonanza 
gain  from  .Eastern  Hemisphere  oil 
services. 

More  acquisitions?  Riboud  winces 
at  the  thought.  Not  after  what  he 
has  been  through,  he  says  with  dis- 
arming candor.  "It's  fine  to  say  you 
have  a  high  P/E  ratio  and  therefore 
you  can  buy  cheap,"  he  says.  "The 
point  is  no  matter  what  price  you 
pay  for  a  company,  you  have  made 
a  bad  buy  if  its  contribution  to  earn- 
ings cannot  increase  at  your  overall 
rate  of  earnings  growth.  We've  learned 
that  diversification  through  acquisition 
is  a  very  difficult,  hard,  time-consum- 
ing, tough  problem."  ■ 
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From  Rugs 
to  Riches 


Herb  Shuttleworth 

isn't  just  a  rugmaker  anymore, 

and  that's  proving 

to  be  a  very  good  thing 

for  Mohasco's  stockholders. 

Herbert  L.  Shuttleworth  II  may 
not  look  like  a  turncoat.  The  mild- 
mannered,  59-year-old  president  of 
Mohasco  Industries  looks  more  like  a 
conservative,  gracious  captain  of  in- 
dustry, which  he  is.  But  he  has,  alas, 
betrayed  both  an  ancient  family  tra- 
dition and  his  native  heath.  As  presi- 
dent of  Mohasco  and  its  predecessor, 
Mohawk  Carpet,  since  1952,  Shuttle- 
worth,  born  and  raised  in  Amsterdam, 
in  New  York's  Mohawk  Valley,  moved 
all  his  carpet  manufacturing  out  of 
that  venerable  carpet-making  center 
to  the  cheap  labor  hinterlands  of  the 
South.  And  the  third-generation  car- 
pet executive  (his  family  still  controls 
about  5%  of  the  stock)  has  changed 
his  company  so  radically  that  it  isn't 
even  a  carpet  company  anymore. 

Maybe  he  should  be  called  a  turn- 
carpet,  because  in  1964  Shuttleworth 
set  out  to  transform  the  company  into 
a  home  furnishings  empire.  And  his 
stockholders  should  be  beaming  at 
the  choice.  In  the  decade  since  he  be- 
gan, sales  have  nearly  quadrupled  to 
last  year's  $431  million,  net  more  than 
quadrupled  to  $14.7  million,  per- 
share  earnings  more  than  tripled  to 
$2.32.  He's  making  an  alltime  high 
of  10%  on  stockholders'  equity.  More- 
over, he  has  turned  in  this  perfor- 
mance in  the  face  of  a  steady  decline 
in  what  used  to  be  his  meal  ticket- 
licensing  revenues  from  the  Ban-Lon 
process  of  treating  nylon.  They  have 
fallen  from  27  cents  a  share  in  1963 
to  5  cents  last  year. 

And  carpets,  which  last  year  ac- 
counted for  26%  of  revenues  and  41% 
of  income,  didn't  do  it.  Home  furnish- 
ings did.  Starting  with  furniture  maker 
Futorian  in  1964,  Shuttleworth  first 
acquired  nearly  a  dozen  furniture  com- 
panies, then  topped  it  off  in  1970  by 
buying  Wm.  Volker  &  Co.,  the  coun- 
try's largest  wholesale  home  furnish- 
ings distributor.  To  Shuttleworth,  the 
move  into  home  furnishings  was  a 
natural.  "The  retailer  is  the  one  con- 
stant in  our  business,"  he  claims.  "And 
we  were  already  intimately  familiar 
with  the  home  furnishings  retailer.  So 
when  we  moved  into  the  acquisition 
of  furniture  companies,  we  were  in 
our  business." 

Today,  Mohasco  ranks  a  close  sec- 


ond to  Armstrong  Cork  in  total  home 
furnishings  sales  (though  Armstrong's 
sales  are  70%  concentrated  in  floor 
and  ceiling  products),  second  to  Bas- 
sett  in  furniture  and  second  to  none  in 
carpets.  And  second  to  none  in  strate- 
gic position:  No  other  company  has 
the  distribution  network  Shuttleworth 
has,  or  Mohasco's  chance  of  getting  its 
products  displayed  to  the  ultimate 
consumer  side  by  side. 

That  ability  to  get  a  variety  of 
products  to  the  retailer  efficiently  is 
standing  Mohasco  in  particular  good 
stead  in  the  fastest-growing  part  of 
the  home  furnishings  business,  direct 
selling  to  the  public  through  ware- 
houses (Forbes,  Dec.  1,  1972),  which 
Shuttleworth  calls  "the  most  impor- 
tant development  I  know  of  in  the 
industry.  I  think  warehouse  selling 
could  account  for  as  much'  as  40%  of 
furniture  retailing  by  1980." 

Larger  companies  like  Mohasco 
start  with  an  advantage  here  because 
large-volume  warehouse  sellers  need 
a  larger  and  more  dependable  supply 
than  a  small  manufacturer  can  pro- 
vide. Shuttleworth  figures  he  has  the 
continuity  and  production  to  do  the 
trick.  He  is  reshaping  his  merchandis- 
ing to  adapt  it  to  warehouse  sellers' 
needs  and,  if  need  be,  will  reshape 
his  manufacturing  as  well. 

His  biggest  recent  problem:  "Our 
ability  to  sell  has  exceeded  our  ability 
to  produce."  So  by  year's  end  he  will 
have  shelled  out  close  to  $105  million 
in  ten  years  in  building  and  expand- 
ing facilities— far  more  than  Mohasco 
and  Mohawk  spent  since  Mohawk's 
incorporation  way  back  in  1878. 

"But,"  he  adds,  "that's  the  grand- 
est of  all  problems."  ■ 


Shuttleworth  of  Mohasco 
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Can  Agriculture  Save  the  Dollar? 


The  Nixon  Administration  is  betting  heavily  that 
wheat,  corn  and  soybeans  can  go  a  long  way  toward  it 


You  are  furious  about  mounting 
food  prices  and  perplexed  about  Nix- 
on's new  farm  policy,  but  the  answer 
is  very  simple— oil. 

How  do  oil  and  food  mix?  Bear 
with  us  for  a  moment  while  we  ex- 
plain. The  U.S.  has  lost,  probably 
forever,  its  edge  over  Western  Europe 
and  Japan  in  manufacturing  efficiency 
and  technology.  At  the  same  time,  it 
is  burning  imported  oil  at  an  ever- 
mounting  rate.  Question:  How  do  you 
pay  for  the  oil  if  you  can't  export 
enough  manufactured  goods? 

That's  where  farming  comes  in.  The 
U.S.  is  fast  exhausting  its  once-plen- 
tiful natural  resources.  But  there  is 
one  natural  resource  that,  if  cared  for, 
never  becomes  exhausted:  farmland. 
The  U.S.  has  the  acreage,  the  climate 
and  the  potential  surplus  over  its  own 
needs  to  become  the  granary  of  the 
world— a  world  where  both  popula- 
tion and  ability  to  pay  are  rising  fast. 

Thus  do  the  facts  fall  into  place. 
The  Nixon  Administration  is  betting 
on  agriculture  to  save  the  dollar.  For 
if  oil  is  essential  for  industrial  civiliza- 
tion, food  is  necessary  for  life  itself. 
Food  is,  potentially  at  least,  the  most 
priceless  of  all  natural  resources. 

The  U.S.  last  year  ran  a  balance- 
of-trade  deficit  of  $6.8  billion.  On  top 
of  the  current  woeful  situation,  the 
future  seems  impossibly  bleak:  By 
1980,  under  not  overly  pessimistic  pro- 
jections, the  U.S.  could  be  laying  out 
$18  billion  to  pay  for  imported  oil, 
compared  with  a  $4.2-billion  payout 
in  1972.  If  things  were  to  stay  the 
same,  this  would  imply  a  potential 
trade  deficit  of  $20  billion  and  inter- 


national bankruptcy  for  the  U.S. 

Agricultural  exports  already  are 
one  of  the  few  bright  spots  in  the 
U.S.  trade  picture.  In  fiscal  1973 
(the  year  that  ends  June  30),  the 
U.S.  will  export  $11.1  billion  worth 
of  agricultural  products.  It  will  im- 
port, estimates  the  Department  of 
Agriculture,  $6.8  billion.  After  sub- 
tracting $1  billion  of  foreign-aid-type 
foodstuffs  from  the  export  total,  that 
still  leaves  a  healthy  $3.3-billion  cash 
trade  surplus  in  agriculture— largely 
balancing  the  deficit  in  oil. 

Steady  Climb 

Of  course,  the  current  fiscal  year  is 
extraordinary  because  of  the  ship- 
ments of  over  $1  billion  worth  of 
grain  to  the  Soviet  Union.  But  the  fact 
remains  that  agricultural  exports  have 
been  rising  steadily  in  recent  years: 
from  $5.7  billion  in  fiscal  1969  to 
$6.7  billion  in  1970,  $7.8  billion  in 
1971,  $8.1  billion  in  1972.  This  gain 
was  in  cash  sales;  government  pro- 
gram sales  have  remained  at  the  $1- 
billion  level  throughout. 

Carroll  G.  Brunthaver,  Assistant 
Secretary  of  Agriculture  for  Interna- 
tional Affairs,  says  the  trend  will  con- 
tinue. "I  won't  predict  1980,  that's  too 
far  ahead,"  says  Brunthaver,  "but 
I  think  we  can  get  to  $15  billion  fair- 
ly quickly."  To  Forbes'  central  ques- 
tion: Can  U.S.  agriculture  save  the 
dollar?  Brunthaver  responds  matter-of- 
factly:  "Not  all  by  itself,  but  it  can 
go  a  long  way." 

The  Japanese  can  manufacture  as 
well  as  we  can.  They  cannot  farm 
as  well  as  we  can.  The  American  farm- 


er is  not  a  lone  man  standing  in  the 
field.  It  would  be  more  accurate  to 
describe  him  as  the  human  operative 
of  a  system  of  industry,  technology, 
and  capital  that  has  taken  the  natural 
resource  of  the  abundant  land  and 
made  it  yield  a  hundredfold.  "Our 
advantages  go  back  100  years,"  says 
Brunthaver,  a  40-year-old  Ph.D  in  ag- 
ricultural economics  from  Ohio  State. 
"They  center  in  our  educational  sys- 
tem. Our  farmers  are  educated.  The 
infrastructure— the  roads,  railroads,  ir- 
rigation systems— all  are  there.  We  have 
an  organized  market  and  an  industrial 
complex  that  supports  the  farmer." 

These  investments  may  now  be  at 
the  payoff  stage.  Growing  income  over 
seas  means  meat  in  the  diet:  That  is 
the  bright  hope  of  the  U.S.  balance 
of  payments. 

Meat,  that  is,  shipped  as  grain.  Just 
as  the  U.S.  raises  more  meat  animals 
than  anyone  else,  it  also  raises  more 
of  the  feed  grains  that  fatten  these 
animals.  Who  can  raise  corn  like  the 
U.S.?  For  the  protein  supplement  soy- 
beans, the  U.S.  soil  and  climate  are 
ideally  suited,  and  the  U.S.  grows  70% 
of  the  world's  supply.  Wheat,  which 
we  think  of  as  a  food  grain,  is  also  a 
feed  grain  around  the  world,  and  the 
U.S.  stands  ready  even  now  to  export 
up  to  1  billion  bushels  a  year  of  it. 
In  short,  it  is  foodstuffs  for  meat  ani- 
mals that  is  the  U.S.'  long  suit  in  in- 
ternational trade.  Remember,  it  lakes 
eight  pounds  of  feed  to  produce  one 
pound  of  bed,  seven  to  produce  one 
pound  of  pork. 

All  this  places  in  perspective  se\ 

era!  major  recent  actions  ol  the  Nixon 
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Administration.  Among  them:  par- 
laying with  Russia  or  China;  prepar- 
ing for  negotiations  with  Japan  and 
the  European  Economic  Community; 
fending  off  irate  consumers  about  high 
food  prices;  devaluing  the  dollar.  Agri- 
culture is  at  the  heart  of  every  Ad- 
ministration major  move  of  late. 

Last  year  Presidential  Assistant  for 
International  Economic  Policy  Peter 
M.  Flanigan  commissioned  a  report 
from  the  Department  of  Agriculture. 
That  confidential  report,  entitled  Ag- 
ricultural Trade  and  the  Proposed 
Round  of  Multilateral  Negotiations, 
is  now  circulating  in  Washington  and 
among  agricultural  businesses  in  the 
Midwest.  The  report  examines  the  po- 
tential benefits  to  the  U.S.  from  a  gen- 
eral liberalization  of  agricultural  trade 
and  concludes  at  its  most  optimistic 
that  the  U.S.  could  achieve  agricul- 
tural exports  of  $18  billion  in  1980- 
with  grains  and  soybeans  comprising 
almost  $12  billion  of  that— if  all  favor- 
able factors  came  into  play.  In  this 
scenario  imports,  led  by  dairy  products, 


grow  to  $9  billion.  But  the  nation 
would  still  be  earning  $9  billion  net 
on  agriculture. 

Last  month  the  President  commit- 
ted the  Administration  to  ending  di- 
rect crop  subsidy  payments  for  U.S. 
agriculture  over  the  next  four-  or 
five-year  period.  Ended  also  will  be 
the  allotment  program  under  which 
acreage  was  set  aside  to  prevent  price- 
ruinous  surpluses.  The  U.S.,  which  has 
some  340  million  acres  growing  crops, 
has  60  million  more  acres  in  the  set- 
aside  program.  This  spring  40  million 
of  those  set-aside  acres  come  into  pro- 
ductive use— half  will  be  producing 
more  soybeans,  com,  wheat,  grain  sor- 
ghums and  other  crops.  The  other  half 
of  the  acreage  will  be  used  for  graz- 
ing animals,  thus  effectively  freeing 
more  grain  to  the  market. 

Isn't  this  risky?  Won't  disastrous 
surpluses  result?  The  Nixon  Admin- 
istration displays  a  blithe  confidence 
that  they  will  not.  As  Secretary  of 
Agriculture  Earl  Butz  put  it  last 
month:  "We  are  gambling  on  the  side 


The  New  Elite 


Forget  the  image  reflected  in  Grant 
Wood's  famous  painting,  American 
Gothic  {right).  Today's  farmer  is  a 
well-educated,  independent  business- 
man for  whom  bookkeeping  is  more 
important  than  milking  the  cows. 

Says  Lindley  Finch,  vice  president 
in  charge  of  agricultural  matters  for 
the  Continental  Illinois  Bank:  "Only 
2%  of  our  people  are  actually  making 
their  living  directly  from  agriculture." 
That  means  that  when  you  talk  about 
the  farmer,  you  are  talking  really 
about  only  four  million  people  in  the 
U.S.  Who  are  these  people,  and  whaj 
is  happening  to  their  lives  today?  For 
an  answer,  Forbes'  Celia  Currin  vis- 
ited Bloomington,  in  McLean  County 
in  central  Illinois,  the  heart  of  some 
of  the  richest  farm  country  in  the  U.S. 

Bloomington  is  no  faded  rural 
backwater,  silent  testimony  to  a  time 
that  is  gone.  It  lives  in  the  present. 
Like  any  other  big  city,  its  downtown 
area,  around  the  courthouse  square, 
is  run-down  now,  a  place  where  men 
comevto  do  business,  but  not  to  live. 
Two  shiny  shopping  centers  prosper 
just  outside  the  town,  which,  with  a 
sister  community  named  Normal, 
holds  72,000  people. 

Farming  is  big  in  dollars  but  small 
in  people.  Most  residents  work  for 
the  State  Farm  Life  Insurance  Co. 
(which*  has  its  headquarters  there), 
for  the  Eureka  vacuum  cleaner  plant, 
the  Firestone  Tire  plant,  for  the  Illi- 
nois State  University  or  maybe  for 
the  Illinois  headquarters  of  the  Farm 
Bureau      Federation.      Who      farms? 


Hardly  anybody.  The  Bloomington 
Pantograph  no  longer  has  a  farm  de- 
partment, really.  The  equipment  deal- 
erships have  been  consolidated,  the 
seed  supply  companies  have  too,  so 
there  are  fewer  ads.  The  farms  have 
consolidated  so  there  are  fewer  farm- 
ers to  advertise  to. 

In  1959  McLean  County  had  3,200 
farmers,  today  it  has  2,200.  Yet  Mc- 
Lean produces  more  corn  than  any 
county  in  the  nation  and  ranks  among 
the  top  five  in  soybean  production. 
Its  farms  are  big  and  owned  by  a  rel- 
ative handful  of  old  farming  families 
and  absentee  landlords.  "If  someone 
died,  the  farm  stayed  in  the  family 
and  was  rented  out,"  explains  Roy 
Hamman,  manager  of  the  local  Fed- 
eral Land  Bank  office.  In  fact,  70%  of 
McLean  County's  farmers  are  tenants. 

Tenant  farmers?  Sharecroppers? 
Isn't  that  something  out  of  Steinbeck 
and  the  Depression  days?  Not  in  Mc- 
Lean County.  There,  it  is  testimony  to 
the  richness  of  the  land:  One  farm 
supports  two  families.  The  tenant 
farmer  owns  his  machinery  and  equip- 
ment and  half  of  what  he  produces. 
The  other  half  goes  to  the  owner,  who 
pays  the  taxes  and  insurance.  In  nor- 
mal years  the  tenant  farmer  nets  from 
$20  to  $30  an  acre  after  expenses, 
and  he  needs  400  acres  to  do  the  job 
right  and  get  his  return  of  $8,000  to 
$12,000  a  year  "take-home"  pay.  The 
average  farm  in  McLean  is  only  332 
acres,  so  chances  are  the  county's 
farmer  ranks  will  thin  even  further  as 
the   years    go.    The    absentee    owner 


of  too  much,  rather  than  not  enough." 
The  gamble  is  interesting,  as  it 
solves  two  problems  at  once  for  Nix- 
on. By  announcing  the  phasing-out  of 
crop  subsidies,  and  allowing  expand- 
ed crop  production,  he  can  say  at 
home  that  he  is  moving  gradually  to 
bring  down  food  prices.  By  knocking 
out  the  U.S.  subsidies  to  farmers,  the 
Nixon  Administration  can  approach 
the  negotiations  this  fall  with  the  Eu- 
ropeans with  clean  hands,  as  it  were, 
and  demand  that  they  loosen  their 
own  protective  subsidies  to  farmers. 
Those  subsidies  are  now  effective  bar- 
riers to  U.S.  grain  exports. 

Furthermore,  expanded  production 
of  U.S.  grain  will  bring  today's  high 
market  prices  down  to  more  reason- 


nets  about  $25  an  acre.  An  owner- 
producer  can  clear  from  $50  to  $60 
an  acre,  $20,000  to  $24,000  a  year 
on  400  acres. 

Not  a  fortune  for  any  of  them,  but 
it's  a  reasonable  living,  with  the  satis- 
faction of  outdoor  work  and  freedom 
from  a  boss.  For  those  who  own  the 
land,  whether  as  absentee  investors 
or  as  working  farmers,  there  is  the 
further  advantage  of  having  a  gilt- 
edged  hedge  against  inflation. 

But  farming  is  no  place  for  ama- 
teurs. If  you  really  want  to  raise  your 
boy  to  be  a  fanner,  well,  send  him  to 
school  and  give  him  plenty  of  money. 
Says  McLean  County  farmer  Byron 
Jones:  "To  make  a  decent  living  from 
farming— that  is,  even  to  match  the 
$8,200  starting  salary  of  the  average 
graduate  of  the  agriculture  school  at 
the  University  of  Illinois  last  year— it 
would  take  $200,000  in  capital,  which 
means  $70,000  in  collateral.  To  make 
any  real  progress,  you'd  need  more." 

Today  the  machine  is  the  work- 
horse, and  it  costs  money.  "Five  years 
ago  I  bought  a  combine  for  $14,000," 
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able  levels.  This  will  make  all  the  more 
ridiculous  the  spectacle  of  the  Euro- 
peans holding  out  low-priced  U.S.  grain 
while  feeding  their  meat  animals  on 
home-grown,  subsidized,  high-priced 
feed— and  feed  comprises  75%  or  more 
of  the  cost  of  raising  an  animal.  It  will 
also  keep  American  grain  and  soy- 
beans attractive  to  the  Japanese,  with 
whom  price  has  been  a  problem  re- 
cently. The  expanded  production  holds 
little  danger  of  a  ruinous  U.S.  surplus 
in  the  crop  year  beginning  this  spring. 


Move  It  Out.  The  Russian 
grain  purchases  revealed  a 
weakness  in  U.S.  grain  export 
plans:  We  can  grow  the  grain  but 
can  we  move  it?  Rail  tie-ups  at  port 
elevators  are  costly;  the 
logistics  need  sharpening. 


Extraordinary  export  demand  last  year 
depleted  U.S.  grain  reserves,  and  those 
stocks  must  be  replenished.  So  Nixon 
has  until  the  summer  of  1974  to  per- 
suade the  foreigners  to  buy  more  of 
the  U.S.  agricultural  abundance. 

Significantly  perhaps,  the  U.S.  was 
most  reasonable  in  February's  deval- 
uation of  the  dollar.  The  whole  thing 


was  carried  off  relatively  painlessly 
for  Europe.  No  European  country  had 
to  change  its  currency  value,  and  thus 
Europe's  internal  balance  of  exchange 
rates  was  preserved.  The  feeling  in 
the  Administration  is  that  Europe 
owes  the  U.S.  something,  preferably 
in  agriculture. 

The  barriers  are  formidable.  The 
only  significant  achievement  of  the 
European  Economic  Community  to 
date  has  been  the  Common  Agricul- 
tural Policy,  which  sets  a  high  price 


says  Byron  Jones,  "and  this  year  I 
bought  the  exact  same  kind  and  size 
for  $24,000,  and  I  think  it  is  already 
up  another  $2,000.  During  that  time 
the  price  of  com  went  from  $1.08  to 
$1.31,  but  labor  in  the  last  five  years 
has  had  a  big  increase  in  wage  rates." 
Luckily  for  Jones,  his  yields  of  corn 
increased  in  those  five  years,  too.  Be- 
hind Jones'  concern  with  rising  costs 
and  the  lot  of  most  farmers  lies  a  sim- 
mering anger  at  all  those  "others,"  es- 
pecially the  labor  unions,  whom  the 
farmer  sees  as  living  fat  in  America 
without  working  very  hard,  creating 
higher  and  higher  prices  for  the  manu- 
facturing of  goods  the  farmer  needs, 
and  then  having  the  nerve  to  expect 
cheap  food  prices  as  well. 

"Historically,"  says  Stanley  Lantz, 
farm  editor  of  the  Bloomington  Pan- 
tograph, "farmers  have  looked  upon 
themselves  as  the  salt  of  the  earth, 
the  hardest  working  and  most  honest 
of  all  men,  serving  mankind  with  their 
labor.  This  had  a  cumulative  effect 
on  all  of  us,  and  on  representatives 


and  senators.  Until  recent  years  we 
believed  they  led  a  special  life,  closer 
to  God,  special  patriots.  We  had  to 
keep  it  going— that  vague  image  of 
the  family  farmer.  Now  we  have 
reached  the  point  where  the  majority 
of  people  don't  have  that  feeling." 
Soaring  food  prices,  agricultural  sub- 
sidies and  the  like  have  combined  to 
kill  the  old,  romantic  image. 

At  any  rate,  times  are  very  good 
in  McLean  County  right  now.  Huge 
export  demand  on  top  of  strong  do- 
mestic markets  for  feed  grain  and  soy- 
beans made  last  year  an  excellent  one. 
This  year,  in  an  attempt  to  get  more 
soybeans,  the  Government  is  paying 
incentive  subsidies  on  planted  land. 
But  the  Government  is  doing  some- 
thing else.  In  search  of  bigger  export 
markets,  it  is  taking  the  controls  off 
crops,  giving  U.S.  farmers  a  chance 
to  see  what  they  can  really  do. 

McLean  County's  farmers,  by  and 
large,  welcome  the  move,  but  they 
are  skeptical.  They  recognize  the  ex- 
port potential,  but  they  see  an  equal 


measure  of  pandering  to  consumer 
demands  for  lower  food  prices  in  the 
Nixon  policy.  They  have  a  natural 
urge  to  produce,  but  they  know  that 
really  lower  food  prices  would  result 
only  if  they  overproduced  themselves 
to  near  bankruptcy.  So  these  farmers 
will  produce  but  somebody  is  going 
to  keep  those  prices  reasonable. 

"The  Nixon  policy,"  says  farmer  Jim 
Bell,  "will  be  good  for  agriculture  in 
the  long  run.  The  big  fanners  arc 
getting  bigger,  and  the  small  ones  arc 
getting  pushed  out.  In  the  past,  with 
4  million  or  5  million  independent 
men  who  didn't  want  to  give  up  any 
independence,  you  couldn't  do  much. 
But  as  the  number  of  farmers  gets 
smaller,  you  get  a  tighter-knit  or- 
ganization, fewer  but  bigger  Farmers 

tending  to  think  more  alike.   In  the  In 

ture  collective  bargaining  will  be- 
come important." 

The  message:  forget  about  cheap 
food,  and  add  to  plumbers  and  doe- 
tors  another  highly  organized,  skilled, 
high-priced  elite  in  American  life. 
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Some  people  think  this  is  the  only  thing  Baltimore 
has  to  offer. 


/ 
/ 


/ 


/ 


The  medical  breakthroughs  achieved  at 
Baltimore's  Johns  Hopkins  Hospital  and 
Medical  School  have  become  almost 
legendary.  Like  this  argon  laser  that 
seals  tiny  ruptured  blood  vessels  on  the 
retina  to  prevent  possible  blindness. 
And  Baltimore  can  boast  of  other 
breakthroughs  ...  of  particular  interest 
to  business  and  industry.  Consider  our 
location.  Baltimore  is  located  in  the 
middle  of  the  East  Coast.  On  the  Atlantic 
trade  routes  to  the  world.  Within  48-hour 
bulk  delivery  range  of  over  half  the 
nation's  population  and  industry. 


And  only  39  miles  from  the  nation's 
capital  with  its  Federal  contacts 
and  contracts. 

Baltimore's  large,  diversified  labor 
pool  represents  20  of  the  21  major 
manufacturing  categories. 

Discover  all  of  Baltimore's 
competitive  advantages.  Fill  out  the 
coupon  and  we'll  fill  you  in. 


PIVOT  POINT  OF  THE  EAST  COAST 


The  helpful  bank  is  part  of  the  local 
scene  in  over  30  lands. 


D 


Declaration  of  Love.  It's  a  dance, 
celebrated  in  Brussels,  part  of  the 
Belgian  passion  for  sociability  and 
love  of  colourful  pageantry. 
Keen-eyed  attention  to  business  for  profit's  sake  is 
another  old  Belgian  tradition,  and  we're  there 
to  help  you  participate— for  your  company's  profit. 
Through  our  representative  office  in  Brussels, 
and  our  associate  bank,  Banque  Beige  pour  I'lndustrie, 
S.A.,  we've  learned  who  to  talk  to,  and  what  it  takes 
to  do  business  successfully  in  Belgium.  On  top  of  this. 


we  can  use  the  Royal's  world-wide  banking  network 

to  help  pull  together  all  the  elements  that  go 

to  make  a  deal  in  today's  international  business  world. 

So,  if  you  have  business  in  Belgium,  or  anywhere 

in  Europe,  call  us. 

And  see  how  helpful  we  can  be. 

THE  ROYAL  BANK  OF  CANADA 

New  York  Agency.  68  William  St   N  Y   10005 

Also  in  Chicago.  Dallas.  Los  Angeles 

Head  Office.  Place  Ville  Marie.  Montreal 

Toronto.  20  King  Street  West 

Over  1300  offices  in  Canada  and  around  the  world 


Argentina  •  Australia  •  Bahamas  •  Belgium  •  Brazil  •  British  Honduras  •  Cayman  •  Colombia  •  Dominican  Republic  •  Eastern  Caribbean  •  France  •  French  West  Indies 
Germany  •  Great  Britain  •  Guyana  •  Haiti  •  Hong  Kong  •  Jamaica  •  Japan  •  Lebanon  •  Puerto  Rico  •  Trinidad  &  Tobago  •  United  States  •  Venezuela  •  Virgin  Islands 


THE  FOOD=OIL 
EQUATION 


1972 


1980 


As  the  U.S.'  biggest  export 
industry,  agriculture  will 
have  to  earn  enough  to  help 
pay  for  the  explosive  growth 
in  oil  imports.  If  all  goes  well, 
agriculture  should  be  earn- 
ing enough  by  1980  to  about 
balance  the  U.S.'  oil  import 
bill. 

Sources:  Agriculture  Dept ,  Forbes 


level  for  crops  grown  inside  the  EEC 
and,  through  the  use  of  a  variable 
agricultural  levy,  holds  out  selected 
foreign  crops— most  particularly  U.S. 
feed  grains  such  as  corn.  Since  this 
came  fully  into  effect  around  1966, 
the  U.S.  has  lost  $200  million  to  $300 
million  a  year  in  feed  grain  exports 
to  Western  Europe— a  market  in 
which  consumption  of  meat  has  ex- 
panded over  20%.  On  top  of  that, 
Britain,  Ireland  and  Denmark,  custo- 
mers for  $550  million  worth  of  U.S. 
agricultural  exports  a  year,  have  just 
entered  the  EEC,  imperiling  that 
steady  export  demand.  The  Adminis- 
tration feels  that  in  the  forthcoming 
negotiations,  the  U.S.  had  better  re- 
cover that  lost  business  and  get  a 
clear  shot  at  future  growth  markets. 
The  alternative?  Fewer  Volkswagens 
and  French  wines  coming  into  the  U.S. 

Japan,  on  the  other  hand,  is  a  good 
customer.  U.S.  agricultural  exports  to 
Japan  this  year  will  total  $1.7  billion. 
And  Japan  is  fast  becoming  a  meat- 
eating  na'tion,  producing  now  2.5  bil- 
lion pounds  of  meat,  compared  with 
half  a  billion  ten  years  ago.  Meat  con- 
sumption is  expected  to  double  again 
in  this  decade.  The  U.S.  problem  here 
is  economic:  It  must  keep  the  price  of 
its  grains  competitive  to  hold  the  mar- 
ket and  to  lessen  the  attraction  for 
Japanese  investment  in  growing  soy- 
beans and*  feed  grains  on  Australian 
and  Brazilian  soil. 

With  the  newly  opened  giant  mar- 
kets for  U.S.  grains  in  the  Communist 
countries,  the  problem  is  going  to  be 
how  to  arrange  hard  currency  pur- 
chases over  the  long  term.  The  signs 
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that  the  Russians,  though,  are  serious 
about  building  up  their  livestock  herds 
are  growing.  Russia  has  a  five-year- 
plan  objective  of  a  25%  increase  in 
meat  production;  in  spite  of  a  terrible 
crop  year  in  1972,  it  did  not  slaughter 
the  livestock  herds  as  it  has  done  pre- 
viously in  crop-disaster  years.  The  po- 
tential market  for  U.S.  feed  grains 
and  soybeans  in  Russia  and  Eastern 
Europe  is  estimated  by  the  Depart- 
ment of  Agriculture,  and  independent- 
ly by  Minneapolis'  giant  grain  dealer, 
Cargill,  Inc.,  at  35  million  to  40  mil- 
lion tons  annually— easily  a  $2.5- 
billion  annual  market.  The  People's 
Republic  of  China  imports  annually 
4  million  to  5  million  tons  of  grain, 
mostly  wheat.  Initially  a  market  for  1 
million  to  2  million  tons  annually, 
reckons  Agriculture's  Brunthaver. 

India,  even  with  the  Green  Revolu- 
tion, is  figured  for  frequent  if  not 
chronic  shortfalls  in  wheat  production. 
This  year  the  shortfall  is  in  the  nature 
of  10  million  tons,  and  the  hard- 
pressed  Indians  are  buying  U.S.  grain 
at  current  inflated  market  prices. 

Of  course,  there  are  pitfalls  to 
watch  out  for  in  these  admittedly 
rosy  projections  of  world  demand  for 
foodstuffs.  Good  weather  conditions 
around  the  world  would  diminish  U.S. 
wheat  exports  for  a  start.  The  Com- 
mon Market  nations  are  not  going  to 
cower  meekly  under  U.S.  table-pound- 
ing in  negotiations;  Japan,  with  its 
Brazilian  plans,  could  become  a  com- 
petitor in  agriculture.  Russia  normal- 
ly grows  more  wheat  than  even  the 
U.S.,  and  is  a  grain  exporter  itself.  It 
also  grows  barley  and  can  fatten  its 


Steak  Teriyaki?  Selling  to 
Japan  the  eight  pounds  of 
feed  needed  for  one  pound 
of  beef  is  one  hope  of  U.S. 
agriculture,  as  industrial  Asia 
switches  to  a  meat  diet. 


McCormick's  Legacy.  Since  the 

reaper  over  1  00  years  ago, 

American  agriculture  has  been 

mechanized.  The  result:  Each  U.S. 

farmer  feeds  1  00  of  his 

countrymen  and  other  nations,  too. 


calves  and  hogs  on  that.  So  while  de- 
mand for  grains  will  grow,  it  will  re- 
main highly  cyclical.  But  for  all  that, 
the  U.S.  does  hold  the  trump  cards, 
and  chief  among  them  is  the  soybean. 

There  are  no  trade  barriers  to  soy- 
beans in  any  country  in  the  world; 
the  problem  is  supply,  not  demand. 
The  reason  is  simple:  The  soybean 
has  a  protein  content  of  40%  compared 
with  8%  for  corn.  103  to  12%  for 
wheat  and  about  the  same  for  oats 
and  barley.  The  U.S.  this  year  will 
export  some  S2.7  billion  worth  of  soy- 
beans and  soybean  meal  and  oil;  it 
will  export  475  million  bushels  out  of 
a  crop  of  1.3  billion  bushels.  And. 
says  the  Department  of  Agriculture, 
to  no  one's  disagreement:  If  we  had 
200  million  bushels  more,  we  could 
sell  every  one  of  them.  That  alone 
would  make  a  Sl-billion  dent  in  our 
payments  deficit. 

The  rest  of  the  world  has  a  hard 
time  growing  soybeans.  The  soil  and 
climate  of  Iowa  and  Illinois  are  par- 
ticularly favorable  to  the  bean.  But 
that's  corn  country.  Why  doesn't  the 
farmer  simply  switch  from  corn  to 
soybeans?  Because  there  is  a  wealth 
of  technology  behind  corn;  the  yields 
get  to  150  bushels  an  acre  and  above: 
Soybeans  are  now  up  to  28  bushels 
an  acre  in  good  times,  and  soybeans 
are  not  yet  free  of  natural  hazards 
that  no  longer  bedevil  corn,  like 
proliferating  weeds  and  difficulty  in 
harvesting. 

But  the  situation  is  changing.  Soy- 
beans, because  of  their  higher  price, 
are  now  the  U.S.'  No.  One  cash  crop- 
totaling  S4  billion  in  calendar  1972 
compared  with  S3. 3  billion  for  corn. 
The  Administration  is  paying  farmers 
out  in  the  corn  belt  15  cents  a  bushel 
—straight  payout— just  to  plant  beans 
on  land  that  might  be  used  for  corn 
H  e  story,  p.  33). 

And  the  acreage  is  opening  up  for 
everything.  Soybeans  will  be  planted 
on  from  7  million  to  10  million  pre- 
viously idle  acres  this  spring,  bring- 
ing total  soybean  acreage  up  to  54 
million-57  million  acres.  Corn  will  be 
expanded  to  71  million  acres,  wheat 
to  over  00  million.  The  production 
potential  ol  llns  could  be  astounding. 
Hence  the  universal  optimism  ol  busi- 
nessmen involved  in  agriculture. 

Thomas  Roberts  Jr.  is  president  of 
Dekalb  AgResearch  Co.  in  Dekalb. 
111.  Dekalb  is  a  corn  seed  supplier, 
developer  ol  those  hybrid  seeds  thai 

make    possible    the    incredible    yields 

the  US.  nets  m  coin.  Roberts  ex- 
presses some  fear  that  maybe  things 
are  going  too  far,  too  last  with  the 

corn  crop,  but  concludes;  This  world 

demand   thing   is    real.    We   are   the 
lowest-cost  suppliers.  There  are  posi 
tive  implications  foi   ^mei  ican  Fai  men 
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in  this.  The  productive  potential  of 
this  country  is  just  enormous."  And 
Robert  Perritt,  vice  president  of  Cen- 
tral Soya,  the  soybean  processor  and 
seller  of  feedstuffs,  adds:  "There  is 
no  part  of  the  world  that  can  begin 
to  compete  with  us  in  this  area.  We 
are  very  effective."  Chairman  Dwayne 
Andreas  of  Archer-Daniels-Midland, 
the  largest  soybean  processing  firm, 
goes  all  out.  "The  soybean  will  be 
the  savior  of  the  dollar,"  he  says. 
"The  opening  of  trade  with  China 
and  Russia  is  the  greatest  thing  of 
the  century;  it  has  taken  the  farm 
economy  out  of  jail." 

Defense  fo  Offense 

What  do  the  Administration's  new 
farm  policies,  hopes  and  expectations 
really  mean  for  the  rest  of  the  business 
world?  Who's  helped?  Who's  hurt? 
For  the  answer,  one  must  step  back  a 
bit  and  consider  the  profound  changes 
in  American  agriculture  contemplated 
by  the  new  policies. 

First  of  all,  they  are  the  reversal  of 
approaches  to  farm  policy  dating  at 
least  to  the  1930s  and  the  Roosevelt 
Administration.  Acreage  was  allotted 
then  to  prevent  surpluses.  Later  dur- 
ing World  War  II,  and  again  some- 
what during  the  Korean  War,  it  was 
opened  up  to  get  maximum  produc- 
tion. But  in  the  1950s  the  open  poli- 
cies of  Eisenhower's  Secretary  of  Agri- 
culture, Ezra  Taft  Benson,  produced 
huge  surpluses  and  ruinously  low 
prices.  The  Democrats  in  the  1960s 
tried  first  to  hold  down  the  explosive 
productive  potential  of  the  U.S.,  then 
in  1966-67  to  release  it  to  prevent 
world  hunger.  But  that  release  came 
just  at  the  wrong  time— at  the  onset  of 
Asia's  Green  Revolution— and  it  was 
based  on  the  prospects  of  the  U.S. 
charitably  feeding  the  world's  devel- 
oping nations. 

The  new  policy  is  more  realistic: 
It  is  based  on  selling  for  cash  to  those 
who  have  the  money.  Russia  and 
China  are  in.  India  is  out. 

But  an  even  more  basic  change  is 
involved.  This  time  we  would  not 
be  so  much  selling  grain  as  meat— in 
the  sense  that  the  grain  would  be 
converted  into  meat— for  countries 
with  a  rising  standard  of  living.  For 
those  who  can't  yet  afford  meat  but 
need  protein,  there  are  soybeans. 

The  food  business  will,  of  course, 
always  be  cyclical.  What  this  means 
is  that  if  .the  U.S.  wants  to  encourage 
agricultural  expansion  as  a  means  of 
earning  foreign  exchange,  it  will  have 
to  protect  the  farmers  against  undue 
price  fluctuation.  As  granary  to  the 
world,  too,  the  U.S.  will  have  to  pro- 
tect its  customers  against  shortages 
and  wild  price  escalations.  One  way 
to  do  this  would  be  by  government 


Bucolic  Bliss.  Vergil's  Georgics 
tried  to  persuade  Roman  soldiers 
that  farming  was  a  noble  life.  It  is, 
but  it  is  quicker  by  machine; 
one  reason  Europe  and  Asia  are 
farm-machine  growth  markets. 
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Delta  is  an  air  line  run  by  professionals. 
Like  Larry  Warnke,  Passenger  Service  Agent. 

He  keeps  things  moving  efficiently  at  the 
airport.  He  answers  your  questions 
quickly,  gives  the  right  directions,  helps  with 
tickets,  bags,  and  all  the  etceteras.  He's 
ready  with  a  hand  when  you  need  a  hand. 

Larry's  the  man  in  the  red  coat.  And 
he's  usually  going     ^  ^-^^ 

like  a  blue  streak.  /  ^2S^«Jsi 

v. 

Delta  is 
ready  when 

you  are. 


The  DC-1 0.  latest  addition  to  Delta's  Wide- Ride'"  fleet. 
Two-by-two  seats  in  both  Tourist  and  First  Class  tor  your  extra  comfort. 


stockpiling  in  off  years.  Another  way 
might  be  to  try  working  out  long-term 
supply  contracts  by  which  major  cus- 
tomers might  agree  to  take  regular 
amounts— in  return  for  being  assured 
of  a  regular  supply.  Either  way,  the 
Government  is  in  the  business  of  hold- 
ing reserves  of  the  major  commodi- 
ties. As  Senator  Hubert  H.  Humphrey 
from  the  farming  state  of  Minnesota 
puts  it:  "The  Government  must  share 
with  the  farmer  the  risks  associated 
with  these  market  uncertainties." 

Who  Is  Helped? 

The  prospects  arising  from  all  this 
for  fertilizer,  herbicide,  pesticide  and 
farm  machinery  are  glittering.  Dean 
McKee,  economist  at  Deere  &  Co., 
points  out  that  farm  machinery  now 
takes  40%  of  the  farmer's  gross  dollar 
vs.  30%  formerly;  with  the  farmer's 
dollar  growing  fast,  the  leverage  can 
be  considerable.  Hence  the  recent  full 
market  in  farm  machinery  stocks. 

Another  profound  change  will  be  in 
the  shipping  of  the  grain.  With  ex- 
panded crop  production,  and  expand- 
ed export  shipments,  the  movement 
of  grain  from  the  Midwest  out  to  the 
ports  will  tend  more  to  be  a  year- 
round  affair  than  the  peak-and-valley 
business  it  is  now.  The  grain  dealers 
are  shouting  at  the  railroads  now  to 
buy  more  grain-holding  hopper  cars, 
and  the  railroads  are  beginning  to  re- 
spond. Reports  Elwin  T.  Ahnquist, 
president  of  Pullman-Standard:  "For 
us,  the  covered  hopper  market  looks 
good.  We  expect  not  only  that  greater 
amounts  of  grain  will  be  shipped,  but 
that  an  increasing  percentage  of  it 
will  travel  in  covered  hopper  cars." 

Ralph  Avery,  head  of  grain  mar- 
keting for  the  Burlington  Northern, 
which  is  laying  out  $18  million  above 
its  previously  planned  capital  budget 
for  1,000  covered  hoppers,  explains 
some  of  the  economics.  "The  return  on 
investment  on  jumbo  covered  hoppers 
can  be  over  30%  annually.  If  we  could 
run  them  anything  close  to  12  months 
a  year,  that's  Utopia."  As  it  is,  grain 
cars  work  only  about  six  months  a 
year,  which  is  hard  on  profits;  In  the 
grain  shipment  rush,  owing  to  the 
Russian  purchases,  the  port  tie-ups 
have  hurt  the  railroads,  too. 

What  about  the  American  con- 
sumer? With  food  prices  up  some  30% 
in  five  years  and  meal  prices  tip  15% 
in  the  last  two,  he  really  is  hurting. 
And  he's  mad.  At  everybody.  The  Gm  - 
eminent.  The  supermarket.  The  lood 
processor.  But  the  Fact  is  this:  Pood 
prices  can't  respond  to  demand  the 
way  ears  and  clothing  clo.  This  is 
especially  true  of  meat  prices,  the 
cause  ol  most  consumer  wrath.  The 
meat  bought  at  the  supermarket  today 
started  its  production  cycle  10  months 
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Auto TruckStop 


Crane  microstrainers  at  work  along  America's  interstate  highways. 

When  you  don't  have 
city  sewage  disposal 

at  your  disposal* 

This  auto/truck  stop  and 
restaurant  complex  are  too 
remotely  located  to  enjoy  the 
advantages  of  municipal 
sewage  disposal. 

Engineers  from  the  oil 
company  faced  a  problem: 
how  to  discharge  waste  water 
into  a  local  stream  without 
violating  state  pollution 
standards. 

Working  with  Crane,  they 
came  up  with  the  effective 
answer:  a  low  cost,  "pack- 
aged" Crane  microstrainer. 
This  continuous  filtration 


system  has  widely  proven 
capabilities  in  a  variety  of 
advanced  waste  treatment 
applications— from  isolated 
communities  such  as  this  to 
big,  mass-population  service. 


Crane  microstrainersalso 
have  wide  use  in  industrial 
waste  treatment  and  the  filter- 
ing of  drinking  water  supplies. 
In  fact,  they're  at  work  in  over 
450  installations  and  34 
countries,  filtering  more  than 
2-billion  gailonsof  drinking 
water  every  day. 

Crane:  leaders  in 
products  and  technologies  to 
clean  upourwatersandtheair 
we  breathe.  For  further 
information  contact: 
Crane  Co.,  300  Park  Avenue, 
New  York,  New  York  10022. 


CRANE 


Crane  makes  it  flow  clean  again 


I  got  an  undocumented  seven-million 

Eurodollar  loan  over  the  weekend 

because  John  C.Conklin,  V.P,was  involved. 

It  was  Friday  afternoon  and  my  London  bank        ! 
informed  me  that  the  seven-million  Eurodollar  loan  I 
needed  by  Monday  morning  wouldn't  be  available. 

So  I  called  Marine  Midland  and  even  though  the     ! 
bank  had  been  closed  for  an  hour,  I  was  able  to  speak 
to  John  Conklin,  one  of  their  vice  presidents.  I  ! 

explained  my  problem,  which  was  getting  worse  by 
the  minute.  After  John  made  one  or  two  other  phone 
calls  he  told  me  to  go  on  to  Europe  and  not  to  worry, 
the  seven  million  Eurodollars  I  needed  would  be 
waiting  for  me  in  Marine  Midland's  London  bank.  ; 

Just  about  any  big  bank  can  lend  you  seven-         j 
million  Eurodollars,  eventually.  But  because  of  the  j 

involvement  of  their  senior  officers,  Marine  Midland 
was  able  to  do  it  on  the  spot.  Even  over  the  weekend. 
The  formal  documentation  would  be  worked  out  later. 

You  see,  when  a  businessman  and  a  top  banker 
are  able  to  talk  directly  with  each  other,  transactions 
can  be  made  smoothly,  and  we  were  able  to  move 
quickly  to  meet  my  deadline.  Which  is  really  what 
business  is  all  about. 


If  s  not  what  you  ask.  It's  who  you  ask, 
Marine  Midland  Banks. 

OVER  275  OFFICES  THROUGHOUT  NEW  YORK  AND  OVERSEAS. 


The  3  great 
IU  supermarkets 


They're  energy,  environmental, 
and  transportation/distribution. 
Three  great  super  markets  that  last 
year  gave  IU  more  than  $1 .2 
billion  in  revenues  and  another 
record  year  in  earnings  per  share. 

In  these  markets,  IU  operates 
a  limited  number  of  complementary 
businesses  balanced  to  produce 


maximum  return  with  reasonable 
risk.  And  provide  shareholders  with 
above-average  earnings  growth  — 
like  the  15%  we've  averaged  over 
the  past  10  years. 

For  a  copy  of  "Meet  the  Men  Who 
Manage  IU,"  and  our  latest  financial 
report,  write  IU  Corporate  Affairs, 
1500  Walnut  St,  Phila.,  Pa.  19102. 


International 

DIVERSIFIED  IN  WORLDWIDE  ENERGY.  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


AS  ONE 

HARD  NOSE  TO 

ANOTHER 


RAMADA  INNS  FRANCHISE  DIVISION 

P.O.  Box  1632,  Dept.  F03,  Phoenix,  Az.  85001 


You 
demand 
a   solid 
invest- 
ment. You 
accept  noth- 
ing   less    than 
the  proven  po- 
tential of  a  leader 
In  a  dynamic,  grow- 
ing industry.  Con- 
sider  licensed   affili- 
ation with  Ramada  Inns 
motor  hotels:  GROWTH 
540  motor  hotels  with 
over  72,000  rooms  open 
or  under  construction. 
DEMAND  —  occupancy  lev- 
els consistently   higher  than 
industry  averages.  FUTURE  — 
increased  leisure  time  and 
travel  project  a  bright  future 
for  motor  hotels. 
You  are  all  busi- 
ness. So  are  we. 
That's  why    a 
Ramada  Inn  fran- 
chise   may    en- 
hance the  secu- 
rity and  potential 
of  your   invest- 
ment. Write  today 
for  the  hard- 
nosed  facts: 


or  more  ago— when  corn  was  sky-high 
because  of  the  1970  corn  blight.  The 
farmer  kept  his  herds  down  and  paid 
for  those  animals  he  did  feed;  the 
meat-eater  pays  now.  In  grain,  re- 
serve bins  must  be  filled  and  export 
demand  met  before  prices  fall  enough 
to  yield  lower  retail  prices.  In  fruits 
and  vegetables,  the  better  conditions 
for  farm  workers  that  many  city  folk 
support  also  mean  higher  prices. 
'  But  then,  does  the  city-dweller  real- 
ly want  a  migrant  worker's  poverty 
subsidizing  his  breakfast  grapefruit? 
So  it  looks  like  wait  'til  next  year,  if 
ever,  for  lower  food  prices.  On  major 
items  like  meat  and  grains,  the  Ad- 
ministration is  gambling  that  prices 
will  start  down  as  the  new  acreage 
comes  in,  attracted  by  high  prices. 

Perhaps  the  rise  in  prices  will  level 
off,  but  if  the  Nixon  gamble  works,  the 
American  people  will  never  again 
know  food  as  cheap  as  they  have  had 
in  recent  decades.  Again,  because  the 
Government  will  have  to  see  to  it  that 
prices  stay  reasonably  steady.  Con- 
sumers may  be  angry  at  high  food 
prices,  until  they  get  used  to  them. 
But  farmers  would  never  forgive  a 
party  that  encouraged  them  to  expand 
and  then  let  their  market  collapse. 

Into  the  Act 

In  fact,  the  farmer  is  not  going  to 
be  a  passive  element  in  all  this. 
"There's  nervousness  on  their  part," 
concedes  Carroll  Brunthaver  of  Ag- 
riculture. Senator  Humphrey  says: 
"The  Department  is  essentially  right 
in  asking  for  more  production,  but  the 
Department  is  wrong  in  being  unwill- 
ing to  insure  that  farmer  against  risks. 
Now  we  insure  practically  everybody 
else— companies  investing  in  Latin 
America,  cost-plus  contracts  here  at 
home.  Then  they  come  to  the  poor  old 
farmer  and  they  say,  'You  play  the 
marketplace.'  He  isn't  big  enough." 

But  what  Forbes  found  among 
farmers  in  Bloomington,  111.  (see  p. 
32)  was  less  nervousness  than  com- 
bativeness.  Listen  to  Richard  Ray- 
burn,  fanner:  "Agriculture  is  the  na- 
tion's largest  business.  And  it  is  the 
largest  single  user  <>l  steel.  Any  busi- 
ness as  large  as  that  deserves  nunc 
consideration  than  the  tinkering  being 

done  to  it.  A  management  decision 
to  change  com  or  livestock  population 
by  5%  is  a  major  management  deci- 
sion.  This   new    farm   program   isn't 

making  minor  changes.  We  have  the 
world's    lowest    cost    of    lood.    I    don't 

think  anyone  would  consider  such  a 

strong  turnaround  in  any  other  indus- 
try.   Jt    would    be   like   taking   all    the 
tariffs  oil  automobiles,  or  all  the  re 
straints  oil  longshoremen."  He's  saj 

ing:  Sure,  we're  itching  to  expand, 
but  don't  try  pushing  us  around.   ■ 
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WE  CONTAIN 
SHIPPING  COSTS 

We're  doing  it  with  containerization:  intermodal 
containers  that  allow  products  to  be  shipped  from  field  or 
factory  to  market  without  exposure,  repacking  or  handling. 

Fruehauf  pioneered  the  concept  of  containerization 
jn  the  Fifties,  and  we're  growing  with  it  in  the  Seventies. 

In  fact,  containers  bearing  the  Fruehauf  nameplate 
are  being  produced  in  steadily  increasing  numbers  in  England, 
France  and  Japan,  in  addition  to  the  United  States. 

Two  shipyard  subsidiaries  contribute  by 
converting  vessels  into  containerships,  while  our  Paceco 
Division  produces  a  wide  range  of  container  handling 
equipment.  And  to  help  Fruehauf  customers  put 
containerization  to  work, 
we  have  our  Fruehauf 
Finance  Company,  and 
an  international 
network  of  sales  and 
service  outlets. 

Helping 
business  move  products 
across  the  country  and 
around  the  world  faster 
and  at  less  cost  is 
another  reason  why 
Fruehauf's  net  sales 
increased  14%  to  a  record 
.;  $550,406,052  last  year,  with  earnings  up  38%. 

Our  Annual  Report  will  give  you  the 
complete  picture.  Write  Fruehauf  Corporation, 
Dept.  FO-33, 10900  Harper,  Detroit,  Michigan  48232. 


TRANSPORTATION 


:: 


Which  would 


vou 


rather  read? 


Q^r  There  are  now  four 
Saturday  Reviews. 

Each  looks  at  the  world  from  a 
iifferent  vantage  point. 

Which  gives  you  an  interesting 
;hoice.  Read  what  each  magazine  is 
ibout,  and  then  see  if  you  can  make  a 
decision  about  which  you'd  rather 
■eceive  every  month. 

THE  ARTS 

For  too  long,  the  arts  have  been 
enciphered  in  a  palace  language,  which 
Dnly  the  initiated  elite  could  understand 
ind  enjoy. 

Well,  the  editors  of  Saturday 
Eleview  have  created  a  monthly  magazine 
devoted  solely  to  the  arts,  and  to 
deciphering  the  palace  language. 

SATURDAY  REVIEW  OF  THE 


Direct  reports  from  states  where  it  is  not. 

C[Changes  in  mass  "higher  education T 

(([Economic  and  social  systems 
in  the  public  school  microsociety. 

C[Are  "educational"  toys  really 
educational? 

C[Do  "crash  courses"  for  College 
Boards  really  help? 

((Education  beyond  college. 

THE  SOCIETY 

The  individual  in  today's  society 
might  as  well  be  in  a  pinball  machine. 

Virtually  everything  that 
happens  in  society  affects  his  life,  yet 
for  the  most  part,  he  is  almost  powerless 
to  cope  with  it.  The  future  shock 
phenomenon  just  accelerates  the  change, 
and  makes  its  impact  harder  to  take. 

Well,  the  editors  of  Saturday 


ARTS  features  eight  regular  departments:  Review  have  a  partial  solution  to  the 


Vlusic,  Cinema,  Art,  Theater  and  Dance, 
Architecture  and  Design,  Writing, 
Entertainments,  and  People  and  Ideas. 

It  will  keep  you  current,  and 
nvolved.  Some  samples  of  articles: 

([The  Perfect  Rock  Concert. 

([Vietnam  War  Art. 


problem.  It's  called  SATURDAY 
REVIEW  OF  THE  SOCIETY,  and  in 
a  way,  it  is  a  survival  manual.  Its  job  is  to 
keep  you  ahead  of  the  current  turmoil  in 
society :  politics,  leisure,  youth,  labor 
unions,  welfare,  old  age,  advertising, 
environment,  technology,  the  economy, 


([The  Great  American  Movie  Game,  communications,  jobs,  war,  freedom. 


([Claude  Picasso  on  the  private 
zollections  of  America's  best'known 
nodern  artists. 

([A  look  at  mainland  Chinese  crafts. 

([Street  mime  in  San  Francisco. 

([The  International  Arrival  of 
Experimental  sound. 

You'll  really  enjoy  SATURDAY 
REVIEW  OF  THE  ARTS. 

EDUCATION 

In  today's  Knowledge  Society, 
:he  problem  is  not  getting  new  infor' 
nation:  it  is  developing  new  ways  to 
learn,  and  to  apply  new  knowledge. 

SATURDAY  REVIEW  OF 
EDUCATION  is  designed  to  help  this 
process. 

There  is  more  to  educational 
change  than  turning  blackboards  green. 
Here  are  some  of  the  things  you 
will  read  about  in  SATURDAY 
REVIEW  OF  EDUCATION. 
([Experimental  Colleges. 
C[Slow  Learners. 
([VD  on  TV. 
C[Should  schooling  be  compulsory? 


Some  samples  of  what  it  covers : 

([The  Doomsday  Syndrome. 

([Predicting  Presidential  Character. 

([The  American  Obsession  With  Fun. 

([A  Tax  Reform  Symposium. 

([The  Double  Standard  of  Aging. 

([A  Product  Safety  Computer. 

([The  Swing  Justice  of  the 
Supreme  Court. 

([Can  Wall  Street 
Afford  a  Social  Conscience? 

([How  the  Army  is 
Destroying  Itself. 

([The  Skyjacker  and 
How  to  Stop  Him. 

SATURDAY  REVIEW 
OF  THE  SOCIETY  will  help 
you  to  understand  the  changes 
in  society  before  they  take 
place,  and  give  you  a  leg  up 
on  dealing  with  them. 


never  quite  learned  enough  of  it  to  put 
it  to  work  for  us. 

Even  the  scientist  is  a  layman 
outside  of  his  field  of  specialization. 

Yet  up  until  now,  there  has  been 
no  magazine  devoted  to  science  that  is 
fully  comprehensible  to  the  layman, 
enjoyable  to  read,  and  packed  with 
useful  knowledge. 

SATURDAY  REVIEW  OF 
THE  SCIENCES  fills  this  void. 
Here's  a  sampling  cf  articles : 
([Death  of  the  Elephants. 
([Isaac  Asimov  on  the  Ultimate 
Speed  Limit. 

([The  Life  and  Death  of  the 
American  Chicken. 

([Senator  John  V.  Tunney  on 
Genetic  Management. 

C[Archeological  Looting. 
([Zoos  where  people  are  caged 
while  the  animals  run  free. 

([The  psychological  implications 
of  vasectomy. 

([The  technology  of  TV  violence. 
SATURDAY  REVIEW  OF  THE 
SCIENCES  will  be  the  publication  you'll 
look  forward  to  getting  every  month. 

Any  one  of  these  magazines  is  $6 
for  1 2  issues,  at  the  half 'price  charter 
subscription  rate. 

If  you're  torn  between  two  of 
them,  you  can  get  both  for  $  1 2  a  year. 

THE  SATURDAY  REVIEW 
RWILY  OF  MAGAZINES. 


,___&PRICECHARTEROFFER . 

•      Regular  Charter  Rate  is  $12  for  one  year  for  each  magazine.  Please  check  the  magazine  (s)     ■ 
you  want  at  the  special  half-price  rate  of  $6  for  each. 

Saturday f^tat  of  Saturday Rgmr  of  (§aturdayfyj.wzcof  Saturdayfyyiarof 

THE  ARTS      EDUCATION     THE  SOCIETY  THE  SCIENCES 

a.D«6     b.D«6     c.D$6      dD*6 

ONE  YEAR  ONE  YEAR  ONE  YEAR  ONE  YEAR 

If  you  prefer  one  year  of  all  four  monthlies  at  the  special  combined  regular  rate 
of  $24,  check  here.  E.Q 


SCIENCE 

Though  science  can  be 
compellingly  relevant  in  our 
daily  lives,  most  of  us 


Current  subscribers  to  tin 


ckly  Saturday  Rev 


.•  need  nt 
n.nthly  i 


reply  Youi 
Haunts 


subscnptK 


MAIL  COUPON  TODAY  TO:   ftaminftyim  Box  2053,  Rock  Island,  Illinois  61207 


Name 


Address 


City 


State 


Zip 


Introductory  Offer  New  Subscribers  Only  Send  no  money  now.  Wc  will  bill  you  later 
Good  only  in  US  .ind  Canada.  Mbj(_ti«78 


UOP  Gets  a  Second  Chance 


Having  survived  a  near-debacle, 
it  may  yet  fulfill  its  earlier  promise. 


Every  so  often  a  big  and  respected 
company  gets  itself  into  so  much  trou- 
ble that  all  you  can  wonder  is:  How 
could  it  happen?  For  over  half  a  cen- 
tury Des  Plaines,  Ill's  Universal  Oil 
Products  Co.  had  prospered  making 
petroleum  catalysts  and  designing  and 
building  refining  processes.  Then  dur- 
ing the  Sixties  it  spread  rapidly  into 
other  specialized  chemicals  and  into 
manufacturing,  and  in  less  than  a 
decade  it  found  itself  in  deep  trouble. 

In  1969  its  earnings  sank  33%  to 
$12.9  million  on  an  8%  dip  in  rev- 
enues—and that  was  before  a  $13- 
million  write-off.  In  1970,  though  rev- 
enues recovered  by  21%  to  $500  mil- 
lion, earnings  fell  even  further,  down 
64%  to  $4.7  million,  close  to  the  van- 
ishing point.  But  1971  was  the  real 
disaster:  On  a  moderate  (6%)  revenue 
dip,  UOP  managed  to  combine  an 
$11.4-million  deficit  from  operations 
with  a  $15.5-million  after-tax  special 
write-off.  In  those  three  years  UOP 
managed  to  lose  close  to  $22  million 
on  revenues  of  nearly  $1.4  billion. 

How  could  it  happen?  What  led 
up  to  UOP's  troubles  was  the  early- 
Sixties  decision,  by  then-chief  execu- 
tive Maynard  P.  Venema,  that  there 
was  no  sizzle  in  UOP's  traditional 
business  of  catalysts,  processes  and 
construction  for  the  oil  industry.  So 
he  launched  a  diversification  program. 
He  took  the  company  into,  among 
other  things,  pollution-control  systems, 


steel  products,  instruments,  commer- 
cial aerospace  equipment.  He  even 
went  into  copper  mining  and  tubing 
fabrication  via  the  1968  purchase  of 
$150-million-sales  Calumet  &  Hecla. 

It  was  too  much  to  digest.  In  1972 
Venema  was  replaced  as  CEO  by 
John  O.  Logan.  Things  were  in  a  mess. 
"In  September  1971  we  were  out  of 
cash,"  says  Logan.  "Only  the  fact  that 
we  had  begun  corrective  action  two 
years  earlier  saved  us. 

"We  had  thought  because  we  were 
successful  in  research  and  develop- 
ment and  licensing  we  could  diversify 
into  manufacturing.  But  we  simply 
didn't  have  adequate  personnel." 

A  case  in  point  was  UOP's  aero- 
space division.  It  had  a  well-estab- 
lished, profitable  business  making 
seats  and  other  equipment  for  com- 
mercial airlines.  But,  notes  Logan,  "it 
did  not  have  the  in-house  competence 
to  double  volume,  which  it  tried  to 
do,  and  we  didn't  have  it  to  give  to 
them."  Besult:  It  went  out  of  its  depth 
in  1969  when  it  contracted  to  make 
galleys  for  the  wide-bodied  commer- 
cial jets.  The  galleys  were  too  heavy, 
they  weren't  delivered  on  time,  they 
didn't  meet  specifications  when  they 
were,  and  worst  of  all,  they  lost  money 
for  UOP  all  along.  The  contract  was 
finally  written  off  in  1971,  along  with 
two  other  plants  and  two  companies. 
Cost:  $15.5  million  after  taxes.       ^_ 

Calumet  &  Hecla  was  a  hasty  merg- 


The  Shadow.  The  UOP  Shadow, 
UOP's  racing  car,  was  built  to  pro- 
mote the  virtues  of  lead-free  gas. 
Object?  The  lead  in  ordinary  gas 
poisons  the  catalyst  in  UOP's  ex- 
haust control  system. 


er,  to  put  it  mildly.  Says  Logan: 
"When  we  sat  down  to  ask  them 
specific  questions,  they  said,  'Don't 
worry,  we'll  get  that  worked  out.' 
And  we  accepted  it."  One  thing  that 
didn't  get  worked  out  was  C&H's 
copper  mining  in  Michigan.  After  a 
protracted  and  costly  strike,  UOP  de- 
cided the  mines,  supplying  about  20% 
of  C&H's  copper,  could  never  be  op- 
erated profitably.  It  closed  them  at  a 
$13-million  after-tax  write-off. 

Management  was  Logan's  problem 
everywhere,  but  probably  his  biggest 
headache  was  with  Procon,  a  chem- 
ical construction  subsidiary  that  he 
describes  as  a  one-man  company  with 
no  second  level  of  management.  When 
that  one  man  left,  the  company  was 
like  a  knotless  thread.  It  lost  money 
in  1970  and  a  monumental  $23  mil- 
lion pretax  in  1971,  most  of  it  in 
building  a  Quebec  refinery.  The  job 
ran  into  severe  weather  and  more 
severe  union  problems. 

All  told,  Logan  has  spent  five  years 
straightening  out  the  mess.  He  figures 
that  he  has  changed  nearly  all  the 
managements  of  the  acquired  com- 
panies, and  the  aerospace  manage- 
ment twice.  But  in  1972  all  divisions 
were  in  the  black,  Logan  says,  with 
no  prospects  of  more  write-offs. 

Now  things  are  really  looking  up. 
UOP  has  just  been  awarded  a  con- 
tract by  Chrysler  to  engineer  and 
erect  a  plant  and  supply  a  substantial 
part  of  the  catalyst  for  its  exhaust- 
purification  system.  That,  Logan  cal- 
culates, will  be  worth  $1  million  net 
in  its  first  year,  1974,  and  $5  million 
at  full  production.  Only  Engelhard, 
among  competitors,  has  a  similar 
contract— with  Ford. 

Also,  UOP  is  building  for  Shell  tin- 
world's  largest  liquefied  natural  gas 
plant,  in  Brunei,  Borneo,  and  will 
build  the  world's  largest  synthetic  nat- 
ural gas  plant  for  Texas  Eastern  Trans- 
mission. A  $5-inillion  pilot  plant  for  its 
Sulfoxel  system,  designed  to  remove 
sulphur  from  stack  gases,  is  now  being 
tried  in  Commonwealth  Edison's  Chi- 
cago plant. 

Fortunately  UOP  has  not   lost   Its 

franchise  in  technology.  It  now  has 
the  added  dimension  of  manufactur- 
ing capability.  No  one  else  has  its 
combination    of    design,  construction 

and  manufacturing  abilities, 

Under    Logan,    then,    the    company 
has   a  second   chance.    Hut    it    still   C81 
lies  the  sea  is  el  the  Sixties.  ■ 
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IF  YOU  NEED  ACOMPUTER  SYSTEM  CALL  IBM. 
IF  YOU  NEED  A  DUPLICATION  SYSTEM  CALL  XEROX. 
IF  YOU  NEED  A  DISTRIBUTION  SYSTEM  CALL  RYDER. 


My  name  is  Jim  Ryder.  Our  company  is  in  the  business  of  figuring  out  ways  for  your  company  to  have  the  mosi 
efficient  distribution/transportation  system  possible.  That  means  studying  your  problems  from  beginning  to 
end:  from  incoming  materials,  through  processing  or  production,  warehousing  and  inventory,  packaging,  right 
up  to  final  delivery.  And  we'll  engineer  a  system  using  boats,  trains,  planes,  trucks,  submarines, 
or  rockets,  if  that's  what  it  takes.  We've  done  it  for  General  Motors,  we've  done  it  for  Bell  System, 
we've  done  it  for  Swift  &  Co.  We  can  do  it  for  you.  Write  me.  Ryder  System,  Inc.,  2701  South  Bay- 
shore  Drive,  Miami,  Florida  33133.  Or  call  us  toll-free:  (800)  327-6201 . 


Confidential 
LOANS 

$1,500  to 
$12500 

■  The  nationally  recognized  financial 
service  used  regularly  by  over 
20,000  professional,  executive,  and 
technical  men  and  women  like  you. 

■  A  quick  and  extremely 
confidential  source  of  credit  for 
immediate  needs  or  as  a  credit 
line  whenever  you  need  it. 

■  No  collateral ...  no  embarrassing 
investigation.  No  charge  for 
establishing  your  credit  line. 

■  Simple  details  handled  over  the 
phone  or  by  personal  mail  from 
the  privacy  of  your  home  or  office. 

■  THE  quiet  service  for  your 
financial  needs.  Dial  our  private, 
toll  free,  number  800-328-7328  or 

write  Charles  R.  Donner,  Executive 
Loan  Director. 

£JT%  Industrial  Credit 
W(fy  Financial  Services 

241  Hamm  Building, 

Saint  Paul,  Minnesota  55102 

Member:  American  Industrial  Bankers 

Association  since  1937. 


Investors 

Now  instant 

stock  data 

at  your 

fingertips! 


...at  home.off  ice.anywhere  in  the  U.S.A. 

Stay  on  top  of  the  market  with  a  port- 
able, computer-linked  console  that  goes 
everywhere.  The  only  system  opera- 
tional 24  hours  a  day,  7  days  a  week. 
Just  press  a  few  buttons  and  an  elec- 
tronic screen  displays  price  and  other 
timely  data  on  over  7C00  stocks — listed 
and  OTC.  Only  $456  on  annual  sub- 
scription basis.  No  additional  costs.  All 
calls  are  free!  Tax  deductible., 

'On  an  annual  basis. 


MARKETLINE's 


suniix 


2337  Philmont  Ave.,  Huntingdon  Valley,  Pa.  19006 
Phone:  (215)  947-6670 

D  Please  send  me  complete  information. 

D  Enclosed  is  my  check  for  $456  (plus  sales  or 
use  tax  where  applicable)  I  may  return  con- 
sole within  15  days  for  a  total  refund. 


NAME 


PHONE 


ADDRESS 


ZIP 
Territories  open  lor  qualified  representatives . 
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Drooping  Skyline 


When  the  numbers  sing,  no  words  are  necessary, 

but  when  the  numbers  go  wrong, 

silence  is  definitely  not  golden. 


Chicken  Little  used  to  go  around 
saying  that  the  sky  was  falling.  Spell 
it  SKY— the  ticker  symbol  for  Skyline 
Corp.— and  Chicken  Little  would  be  ■ 
right.  From  a  high  of  $74  per  share 
last  spring,  it  was  recently  selling  at 
a  low  of  $20. 

Skyline  Corp.  is  the  world's  largest 
manufacturer  of  mobile  homes.  For 
two  years  it  ranked  No.  One  in  prof- 
itability among  large  U.S.  corpora- 
tions in  Forbes'  Annual  Report  on 
American  Industry.  Its  annual  growth 
rate  averaged  32.9%  and  return  on 
equity  averaged  51.4%. 

Then  in  December,  Skyline  stum- 
bled: Earnings  were  off  18%  on  a  bare- 
ly perceptible  sales  increase  of  2.6%. 
A  disaster?  Not  for  most  companies,  but 
for  a  Super  Growth  Stock,  yes. 

Actually,  trouble  was  building  up 
for  SKY  since  last  summer,  as  some 
pundits  began  to  talk  darkly  about 
a  cyclical  decline  in  the  industry's 
growth  rate— a  decline  that  has  not 
as  yet  materialized.  Bache  &  Co.  an- 
alyst Gary  Schneider  saw  an  over- 
supply  of  apartments  in  the  South, 
the  industry's  major  market.  The  in- 
stitutions that  play  with  those  kinds 
of  stocks  began  to  bail  out. 

It's  no  wonder  they  were  nervous. 
The  industry  had  been  growing  at  a 
rate  of  20%  a  year  and  its  price/ earn- 
ings ratios  hovered  above  30.  Even  a 
casual  student  of  corporate  history 
knows  a  situation  like  that  can't  last. 
The  institutions,  herdlike  as  they  have 
become,  all  sensed  this.  But  nobody 
wanted  to  be  first  out.  The  stock  might 
go  higher  yet.  The  greater  fool  theory, 
you  know. 

But  once  Skyline  faltered  on  the 
charts,  the  sell  orders  poured  in.  In- 
vestors didn't  sell  just  Skyline;  they 
sold  all  of  their  mobile  home  shares. 
And  as  analyst  Schneider  points  out: 
"When  the  institutions  head  for  the 
door,  the  public  had  better  stand 
clear."  Not  only  was  the  public 
trampled,  but  many  analysts  as  well. 

In  situations  like  this,  silence  is  not 
necessarily  golden:  It  can  be  leaden. 
Skyline  had  always  been  a  silent  com- 
pany, rarely  talking  to  the  press  and 
saying  very  little  to  stockholders. 
"None  of  your  business"  was  the  at- 
titude taken  by  Skyline's  boss  and 
prime  mover  Arthur  J.  Decio.  Silence 
may  be  a  mark  of  wisdom  when  things 
are  going  good,  but  it  is  a  panicky 
thing  when  things  are  going  bad.  Ru- 
mors started  to  fly  about  Skyline.  Un- 


der the  circumstances,  they  weren't 
favorable  rumors. 

"Skyline,"  says  analyst  Roderick 
Carpenter  of  Paine,  Webber,  Jackson 
&  Curtis,  "has  lost  control  of  its  in- 
ventory. One  reason  is  that  Decio 
doesn't  give  local  plant  managers  a  say 
in  what  is  to  be  manufactured." 

Other  critics  said  Skyline  was  tuned 
to  the  earlier  days  of  the  industry 
when  production  was  what  mattered 
and  sales  tended  to  take  care  of  them- 
selves. Some  dealers  say  that  Skyline 
hasn't  changed  its  models  to  meet 
changes  in  customer  expectations  and 
that  competitors  now  offer  better 
prices.  A  home  that  retails  for  $5,600 
may  cost  dealers  $4,000  instead  of 
Skyline's  $4,500,  for  example. 

Champion  Home  Builders  and  Red- 
man Industries  have  been  aggressive 
in  introducing  styling  changes  such  as 
house-style  windows,  ceiling  beams 
that  look  like  oak  and  bathtub-shower 
combinations.  They  have  been  able  to 
do  it  without  significantly  raising  pro- 
duction costs  or  prices  to  dealers. 

Skyline  is  in  the  position  of  trying 
to  match  other  companies'  innovations 
without  increasing  costs.  "A  rough 
position  to  be  in,"  says  Carpenter. 

Hard  Master 

There  are  signs  that  Decio  is  as 
autocratic  within  the  company  as  he 
is  on  the  outside.  The  fact  is  that 
key  people  have  left  in  the  past  few 
years,  either  to  join  competitors  or  to 
start  their  own  companies.  A  former 
executive  vice  president  of  Skyline, 
Ronald  Kershaw,  left  at  least  partly 
because  he  disagreed  with  Decio's 
short-lived  move  of  company  head- 
quarters to  Arizona.  Kershaw  is  now 
with  Kaufman  &  Broad,  where  mo- 
bile home  sales  have  gone  from  prac- 
tically nothing  to  over  $40  million  in 
just  over  a  year.  Three  other  ex-Sky- 
line executives  formed  Nobility 
Homes,  which  is  carving  a  niche  For 
itself  iii  Florida. 

Investors  have  taken  horrendous 
losses  in  Skyline  stock.  With  more 
than  11  million  shares  outstanding,  it 
had  a  total  market  value  List  year  of 
over  $800  million— even  though  its  as- 
sets were  only  around  $60  million. 
Since  last  year  close  to  $000  million 
of  that  market  value  has  been  wiped 
out.  Another  case  ol  institutional  in- 
vestors glorifying  the  numbers  with- 
out taking  the  trouhle  to  discover  the 
facts  behind  the  figures.   ■ 
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Good  medicine. 


Bedside  built-ins 

to  make 

nursing  more  practical. 


Now  equipment  for  life-support,  inhalation  therapy, 
and  patient  comfort  is  at  the  nurse's  fingertips.  All  in  a 
bedside  modular  wall  unit  from  Chemetron's  Medical 
Products  division.  And  you'll  find  other  Chemetron 
health-care  basics  throughout  the  modern  hospital 
and  nursing  home— reducing  work  in  the  wards, 
delivering  gases  to  the  operating  room,  helping  doctors 


get  patient  care  down  to  a  smooth-working  system. 
Building  the  basics  is  basic  at  Chemetron.  Not  only 
for  busy  hospitals,  but  also  for  food  processors,  paint- 
makers,  shipbuilders,  utilities— and  many  more.  To  find 
out  more  about  Chemetron,  send  for  our  1 972  Annual 
Report.  Chemetron  Corporation,  111  East  Wacker 
Drive,  Chicago,  Illinois  60601.  Dept.  B. 
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Chemetron 
builds  the  basics. 

CHEmETROn 

ItADEMARK 

We're  basic  to  success. 
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Otimotiorf 


ELEVATOR  COMPANY 


*Otimotion  is  playing  a  round  of  golf  on  an  Otis  electric  cart.  It's  a 

multinational  company  with  31  modern  plants  in  20  countries.  It's  some  50,000  people 

in  118  countries  making,  installing  and  servicing  a  wide  variety  of  products  for  moving 

people  and  things.  Otimotion  is  innovation.  Otimotion  is  a  company  in  motion. 


Microfilm  on  the  Threshold? 


The  industry  thinks  it  is  on  the  verge  of  taking  off. 
Here  are  the  three  companies  that  stand  most  to  benefit. 


Microfilm— that  process  for  reduc- 
ing information  to  manageable  size 
for  easy  retrieval  and  use— is,  after 
many  false  starts,  getting  to  be  a  real- 
ly big  industry.  Last  year  its  sales, 
divided  almost  equally  between  equip- 
ment and  film  and  supplies,  crossed 
the  half-billion-dollar  mark,  a  more 
than  20%  gain. 

Even  cautious  optimists  are  talk- 
ing about  $1.2  billion  to  $1.5  billion  a 
year  by  1980,  compared  with  $2  bil- 
lion today  for  amateur  photography. 

So  far,  however,  microfilming  hasn't 
created  any  real  growth  companies, 
such  as  copying  did  with  Xerox.  The 
reason  is  that  two  already  giant  com- 
panies have  walked  off  with  the  big- 
gest part  of  microfilm.  They  are  East- 
man Kodak,  which  had  about  $150 
million  in  microfilm  sales  last  year; 
and  3M,  with  slightly  less.  No.  Three 
is  Bell  &  Howell,  a  smaller  but  still 
substantial  company  with  around  $65 
million  in  microfilm  sales.  Most  of  the 
other  major  contenders  are  also  big 
companies:  Sperry  Rand,  National 
Cash  Register,  General  Dynamics, 
Xerox.  And  there  are  dozens  of  small 
service  and  equipment  firms.  Among 
the  leaders,  only  in  Bell  &  Howell's 
case,  where  microfilming  contributed 
about  20%  of  sales,  does  it  represent 
a  major  item.  In  Kodak's  case,  the 
percentage  was  about  5%,  in  3M's 
case,  about  7%. 

For  the  big  companies  with  a 
strong  proprietary  lead,  microfilm 
promises  to  be  a  very  good  thing  In 
the  years  to  come. 

One  factor  in  Kodak's  and  3M's 
lead  is  their  strong  positions  in  high- 
speed computer  output  microfilm 
(COM)  equipment,  which  transfers 
information  directly  onto  microfilm, 
bypassing  paper  printouts. 

The  biggest  stake  in  COM  is  ulti- 
mately not  the  hardware,  however, 
but  the  heavy  amount  of  film  and  sup- 
plies .that  such  equipment  chews  up. 
Thus",  while  there  are  only  600  to  650 
COM  units  in  use  in  the  country  to- 
day, they  account  for  perhaps  20%  to 
25%  of  the  film  and  other  sensitized 
goods  sold;  and  the  installation  of  only 
a  few  dozen  more  (at  over  $100,000 
each)  can  have  a  major  impact  on  film 
sales.  Film,  as  any  follower  of  Kodak 
and  Polaroid  knows,  is  where  that  big, 
repeating  profit  is.  With  big,  sophisti- 
cated customers  like  the  U.S.  Govern- 
ment and  aerospace  companies,  the 
margins,  however,  are  not  quite  what 
they  are  in  the  amateur  film  market. 
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Such  limitations,  plus  the  loss  of 
aerospace  business  in  1970-71,  has 
made  many  look  hopefully  for  growth 
in  the  small-business  and  consumer 
markets.  That  is,  provided  the  cost  of 
the  equipment  can  be  brought  down. 
Kodak  now  has  a  cassette-type  film 
cartridge  that  drops  easily  into  a  mi- 
crofilm reader.  Last  year  Kodak  fol- 
lowed up  with  a  very  small  $100  Ek- 
talite  reader.  John  Robertson,  head  of 
Kodak  microfilm  sales  in  the  U.S.  and 
Canada,  claims  that  the  smaller  equip- 
ment is  opening  up  new  markets.  "We 
are  getting  schools  and  libraries  and 
small  businesses  to  think  microfilm 
instead  of  paper,"  he  says. 

However,  this  is  relatively  simple 
equipment.  "For  there  to  be  the  ex- 
plosion some  people  are  thinking 
about,"  says  President  Henry  Bowes 
of  Bell  &  Howell,  which  is  big  in  busi- 
ness record  retrieval,  "systems  for 
small  offices  have  to  get  cheaper.  Our 
average  system  has  dropped  in  one 
year  from  $11,000  to  $6,000.  That's 
nice,  but  I  would  like  to  see  it  come 
down  to  around  $1,000.  Then  things 
would  really  open  up." 

Then  there  is  micropublishing, 
which  has  been  limited  mainly  to 
archives,  catalogs  and  technical  pub- 
lishing—so far.  Some  day  books  and 
even  magazines  may  be  microfilmed 
rather  than  printed,  then  read  on  a 
screen.  Printing  and  distribution  time 
and  cost  of  books  could  be  cut  sharp- 
ly. But  micropublishing's  widespread 
acceptance  is  some  time  off.  "I  don't 
know  when  the  threshold  will  be 
crossed,"  says  Kodak's  Robertson, 
"but  it  will  be,  and  it's  not  so  far 
away  any  more.  Remember,  you  are 
talking  about  the  most  dramatic 
change  in  publishing  since  the  Guten- 
berg printing  press." 

All  this  pioneering  has  been  very 
expensive.  "So  much  money  was  going 
into  new  technology,"  says  Milton 
Mandel,  president  of  the  National  Mi- 
crofilm Association,  "that  the  busi- 
ness just  couldn't  be  profitable."  But 
the  stockholders  of  the  big  companies 
involved  scarcely  noticed  the  losses: 
There  were  profits  aplenty  in  other 
lines  to  cover  the  costs  of  microfilm- 
ing development. 

The  payoff,  however,  soon  will 
come.  "At  Kodak,  1973  will  be  the 
beginning  of  a  major  breakthrough 
in  profits,"  says  Robertson.  "Up  to  now, 
it  has  largely  been  an  investment  plow- 
back  situation."  If  so,  then  stockholders 
will  start  sharing  in  the  profits  too.  ■ 


Panama  City, 
Florida 

Where  management 
can  manage... 
a  healthy  growth. 


Some  profit-thinking  industrialists 
might  not  see  the  reason  for  locating 
a  power  mower  plant  in  Panama  City. 
Gulf  Manufacturing  did,  and  sales 
have  gone  from  less  than  5,000  units 
in  1968  to  over  20,000  in  1972.  "Part 
of  the  success  story,"  says  owner 
Jack  Hamm,  "is  a  good  supply  of 
trainable  labor  and  a  climate  that 
keeps  employees'  spirits  high.  I'll 
bet  every  one  of  our  male  employees 
is  a  fisherman  or  a  hunter." 

Foster-Wheeler  Corporation  come  to 
Panama  City  last  February  and  broke 
ground  for  a  $10  million  nuclear 
reactor  parts  plant.  Their  future  labor 
force  is  now  being  trained  at  Florida 
State  Vocational  Training  facilities  in 
Panama  City. 

Other  industries  like  International 
Paper  and  Teledyne  Continental  are 
located  here  because  of  good  port, 
rail  and  air  transportation.  Marifarms 
found  plenty  of  tidal  water  and  room 
for  expansion. 

Excellent  public  schools,  equitable 
taxes  and  the  greatest  people  in  the 
world  to  work  and  live  with. . .  all 
available  in  Panama  City  where 
management  has  time  to  manage  a 
healthy  growth  in  a  healthy  climate. 
In  strict  confidence,  call  or  write  War- 
field  Bennett,  Committee  of  100,  Bay 
County  Chamber  of  Commerce,  P.O. 
Box  1850,  Panama  City,  Florida 
32401.  (904)785-8732. 
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The  Prize 


On  the  gigantic  chessboard  of  western  railroad  mergers, 
the  Frisco  is  an  uncommitted  but  powerful  piece. 


In  the  1870s  the  Cherokees  violently 
fought  the  construction  of  the  rail- 
road across  their  lands  in  what  is 
now  Oklahoma.  For  once,  the  Fed- 
eral Government  supported  the  In- 
dians. As  a  result,  the  St.  Louis-San 
Francisco  Railway  Co.  never  did 
reach  Frisco..  Instead,  it  retreated  and 
developed  its  routes  in  the  sparsely 
settled  South  and  Southwest,  sinking 
at  least  six  times  into  receivership 
between  1865  and  1947.  But  recent 
years  have  been  kind  to  the  Frisco.  It 
now  has  a  compact,  highly  efficient, 
heavily  traveled  route  structure  in  a 
region  that  is  one  of  the  fastest- 
growing  in  the  nation. 

Frisco's  President  Richard  C.  Gray- 
son, 52,  still  looks  wistfully  toward 
the  West  Coast.  "We'd  have  been 
bigger  and  stronger  if  we  had  made 
it,"  he  says,  "but  since  we  didn't,  we 
are  fortunate  to  be  serving  the  area 
we  do."  Fortunate  indeed.  Averaging 
better  than  6%  on  its  stockholders' 
equity,  the  Frisco  is  second  only  to 
the  Southern  in  profitability  in  the 
entire  railroad  industry.  With  earn- 
ings last  year  of  close  to  $14.9  mil- 
lion on  $240  million  in  revenues,  it 
was  one  of  three  major  U.S.  roads- 
Southern  and  Seaboard  Coast  Line 
are  the  others— to  have  succeeded  in 
improving  its  earnings  during  the 
last  five  years. 

The  Frisco's  area  is  one  of  the  most 
rapidly  industrializing  parts  of  the 
U.S.  Powered  by  abundant  cheap  la- 
bor and  resources,  industrial  output 
is  growing  25%  faster  than  the  na- 
tion as  a  whole,  and  field  crops,  which 
were  once  the  Frisco's  lifeblood,  now 
account  for  only  6%  of  revenues, 
though  the  percentage  may  rise  as  ex- 
port grain  shipments  to  Russia  and 
China  continue  to  mount. 

Frisco's  4,880-mile  rail  system  is 
one  of  the  few  in  the  U.S.  running 
both  north  and  south  and  east  and 
west.  It  falls  like  a  big  X  across  nine 
southern  and  southwestern  states 
{see  map),  and  so  can  funnel  grain 
out  of  Oklahoma,  Kansas,  Missouri 
and  Arkansas  to  both  the  Gulf  ports 
and  to  St.  Louis,  steel  out  of  Birming- 
ham to  the  industrial  centers  of  the 
Midwest,  and  manufactured  goods 
like  autos  out  of  plants  in  Kansas  City 
and  St.  Louis  into  the  South  and 
Southeast.  As  one  of  the  few  railroads 
to  operate  both  east  and  west  of  the 
Mississippi,  the  Frisco  also  forms  an 


important  bridge  between  the  eastern 
and  western  railroads,  moving  Cali- 
fornia fruit  to  the  eastern  markets 
and  eastern  manufactured  goods  to 
the  western  states.  "Some  30%  of  our 
traffic  is  bridge  traffic,"  Grayson  says. 
"The  Mississippi  has  always  been  a 
barrier  to  railroads,  and  St.  Louis  is 
the  gateway  to  the  West,  so  we  are 
strategically  placed  with  the  shortest 
connecting  routes." 

If  the  Frisco  was  lucky,  it  was  also 


icated  trains  specifically  to  coal-car- 
rying. We  now  have  engines  and 
crews  running  nothing  but  coal."  As  a 
result  of  these  efforts,  auto,  chemicals, 
pulp  and  paper  now  provide  over 
30%  of  the  Frisco's  revenues  vs.  under 
10%  15  years  ago.  And  the  payoff? 
With  a  record  1972  behind  it,  Frisco 
now  seems  headed  for  yet  another 
record  year. 

There  is  a  possibility  these  days 
that  the  Frisco  might  be  outflanked, 
not  this  time  by  Indians,  but  by 
other  railroads  on  the  make  for  merg- 
ers. Because  the  Cherokees  kept  it 
from  getting  to  California,  the  Frisco 
is  a  kind  of  truncated  system.  Should 
the  Union  Pacific  finally  merge  with 
the  Chicago,  Rock  Island  &  Pacific, 
the    Frisco    stands   to   lose    traffic   it 


smart  enough  to  make  the  most  of  its 
good  fortune.  "I  think  the  rest  of  the 
industry  thought  they  should  throw 
a  net  over  us  when  we  hired  a  direc- 
tor of  market  research  back  in  the 
mid-Fifties,"  says  Grayson.  Frisco  set 
about  developing  equipment  and  ser- 
vices to  attract  business  from  the  auto 
companies,  chemical  companies  and, 
more  recently,  the  big  paper  and  coal 
companies. 

"We  pioneered  the  trilevel  car  for 
automobiles,"  says  President  Grayson. 
"It  helped  us  win  back  our  share  of 
the  auto  transportation  business  from 
trucks.  And  we  had  almost  none  of 
the  local  coal  business  until  we  ded- 


now  gets  from  both  lines.  Which 
means  that  in  a  general  merger  scram- 
ble, Frisco,  too,  will  have  to  pick  a 
partner.  A  big  guessing  game  in  the 
industry  these  days  is,  "Frisco,  Frisco, 
who  gets  the  Frisco?"  All  Grayson 
will  say:  "If  the  Rock  Island  and 
other  mergers  begin  to  progress,  then 
we  would  be  talking  to  someone,  too. 

To  whom?  On  what  terms?  Grayson 
merely  smiles.  He's  not  greatly  wor- 
ried. Without  major  mergers  in  the 
West,  the  Frisco  is  making  good  mon- 
ey. When  merge  it  must,  Grayson 
will  clearly  be  in  a  strong  position  to 
demand  the  top  dollar  from  any 
prospective  merger-mate.  ■ 
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You're  perceptive, 
analytical,  and  at  times 

instinctive. 
We  think  alike. 


You  compete.  We  compete. 


The  First  National  Bank  of  Chicago  is  a  subsidiary  of  First  Chicago  Corporation,  and  has  offices  in  London,  Dublin,  Amsterdam.  Brussels,  Paris. 
Geneva,  Frankfurt,  Dusseldorf,  Madrid,  Milan,  Rome,  Athens,  Beirut,  Nairobi,  Tokyo.  Jakarta,  Sydney,  Singapore,  Kingston,  Sao  Paulo,  Mexico 

City  and  Panama  City   In  New  York:  First  Chicago  International  Banking  Corporation. 


ThisTVcoirvmercial  show 
your  head  frombouncing  of 

Allstate  believes  in  air  bags.  We  think  they're  today's  best  answer 
to  highway  death  and  injury.  Along  with  lap  belts,  we'd  like  to  see 
air  bags  installed  for  front  seat  occupants  on*  all  cars  as  soon  as  possible. 

What's  in  it  for  us?  The  same  that's  in  it  for  you.  We  want  to  reduce 
the  thousands  of  annual  highway  deaths  and  the  millions  of  crippling, 


1.  ED  REIMERS:  "Allstate  be- 
lieves in  air  bags.  So  recently  they 
bought  200  Mercurys 


2.  with  air  bags  for  Allstate  people 
to  drive.  The  air  bag  is  right 
under  here. 


5.  bag  might  inflate  accidentally, 
when  it  shouldn't.  But  the  'sensor' 
is  designed  to  prevent  this. 


6.  The  roughest  roads  don't  inflate 
the  air  bag.  Bumps  don't.  Panic 
stops  don't. 


9.  in  a  frontal  crash  serious  enough 


10.  to  cause  injury. 


how  today 's  air  bag  can  keep 
I  a  windshield. 

disfiguring  injuries.  Besides  saving  lives  and  preventing  injuries,  air  bags 
in  cars  are  expected  to  help  hold  down  the  cost  of  your  auto  insurance. 

For  a  film  about  air  bags  for  your  club  or  organization,  write  the 
Safety  Director,  Allstate  Insurance  Company,  #■  ■  ■  «-»  f-j-»  frjy 

Northbrook,  Illinois  60062.  f\ | 1 STPiC 

Letfe  make  driving  a  good  thing. 


3.  This  special  sensing  device,  that 
uses  technology  from  the  space 
program,  decides  if  a  crash  is 
serious  enough 


4.  to  inflate  the  air  bag.  Some 
people  worry  that  the 
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7.  Even  driving  the  car  off  a  ramp 
won't  inflate  the  bag. 


8.  The  bag  only  inflates 


11.  Allstate  says  let's  use  space  age 
technology  to  reduce  auto 
injuries 
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12.  and  save  hves." 


you  have  aspi 
and  firmly  h 


Financing  the  needs  of  America's  corporations  is  a  privilege  and  a  responsibility. 

White,  Weld  has  consistently  held  a  strong  leadership  position  in  this  vital  field. 

In  1972  we  managed  or  co-managed  92  public  offerings  of  corporate  securities 
with  a  total  value  of  over  $4l/4  billion.  Additionally,  we  handled  35  private  placements 
totaling  $607  million. 

Our  expertise  in  this  field  is  a  product  of  nearly  80  years  of  experience.  And  it 
is  augmented  by  our  practice  of  constantly  updating  our  capabilities  to  meet  changing 
financing  requirements. 

White,Weid&Co. 

Incorporated 


Internat'onal  Investment  Bankers. 

Investment  Banking,  International  Finance,  Asset  Management,  Trading,  Municipal  Finance,  and  serving  the  Individual  Investor. 


The  Money  Men 


Prophet— With  Honor 

Yale,  Harvard,  Princeton,  those 
Ivy  League  colleges  with  their  bat- 
talions of  brains— surely  they  must 
produce  great  results  in  the  invest- 
ing of  their  endowment  funds.  Not 
necessarily.  Funny  thing  is  that  the 
most  sensational  job  of  making  an 
endowment  grow  was  done  at  a 
relative  upstart,  the  University  of 
Rochester.  Though  founded  in 
1850,  it  didn't  become  education- 
ally significant  until  the  1920s,  and 
it  has  even  today  only  8,000  stu- 
dents on  its  sprawling  560  acre 
campus  on  the  Genesee  River. 

This  rather  small  university  has 
the  fourth-largest  endowment 
fund,  $580  million  at  market  ($108 
million  at  cost),  of  any  U.S.  uni- 
versity, however,  or  about  $69,000 
per  student.  Harvard,  a  far  wealth- 
ier school,  has  about  $90,000  per 
student.  But  richly  endowed  Uni- 
versity of  Texas,  by  contrast,  has 
only  $16,000.  Rochester's  fund 
made  available  to  the  university 
last  year  a  sum  equal  to  $2,000  per 
enrolled  student. 

The  skeptics  will  be  quick  to 
say,  Oh,  yes,  Rochester.  That's  the 
home  of  Eastman  Kodak  and 
Xerox.  George  Eastman  and  Jo- 
seph Wilson  were  major  contribu- 
tors to  good  old  U  of  R.  The  truth 
is  that  their  benefactions  were  en- 
hanced by  some  of  the  shrewdest 
long-term  investing  we've  ever  seen. 

As  much  perhaps  as  to  George 
Eastman  and  Joe  Wilson,  U  of  R 
owes  its  affluence  to  a  gregarious 
man  named  Hulbert  W.  Tripp, 
now  65  and  semi-retired.  It  was 
George  Eastman  who,  over  15  years, 
left  $50  million  to  the  university, 
some  $20  million  of  it  in  Kodak 
stock.  It  was  Tripp  who  made  the 
decision  to  hold  onto  most  of  it; 
U  of  R's  Kodak  stock  is  now  worth 
$125  million.  When  Joe  Wilson,  in 
1950,  gave  his  hometown  univer- 
sity a  contribution  of  $200,000,  it 
was  Tripp  who  decided  to  invest 
the  money  in  Wilson's  little  local 
company,  Haloid,  now  called  Xe- 
rox. Over  a  30-month  period,  Tripp 
used  Wilson's  money  to  buy  Xe- 
rox in'  the  open  market.  That 
$2Q0,000  investment  now  is  worth 
$120  million— after  several  small 
sales  in  the  past  20  years. 

Hulbert  Tripp  was  an  early- 
very  early— growth  stock  man. 
When  he  took  over  the  U  of  R  fund 
in    1941,   Tripp  was   34   and  had 


previously  had  some  investment  ex- 
perience with  two  outfits  in  New 
York.  "Growth  was  not  the  order 
of  the  day,"  he  recalls,  twinkling. 
"What  we  did  was  revolutionary 
for  any  institution,  much  less  an 
endowment  fund.  It  took  a  lot  of 
convincing  over  a  period  of  many 
years  to  get  the  trustees  to  go 
along.  I  gradually  got  rid  of  the 
second-grade  railroad  bonds,  some 
of  which  were  in  reorganization  or 
default,  and  began  putting  the 
fund  into  growth  stocks." 

The  theory  was  this:  35%  to  50% 
in  bonds,  the  rest  to  be  invested 
pretty  much  as  Tripp  saw  fit. 

Tripp  invested  in  income-pro- 
ducing oil  royalties  and  did  some 
clever  real  estate  deals.  But  most- 
ly he  bought  growth  stocks.  "Of 
course,"  Tripp  says,  "they  weren't 
considered  growth  stocks  in  those 
days;  that  came  later."  Tripp  felt 
it  was  better  to  have  his  money  in 
companies  where  he  could  see 
long-term,  not  cyclical,  growth.  In 
those  days,  many  people  on  Wall 
Street  didn't  make  the  distinction; 
even  though  some  companies  were 
selling  at  higher  multiples,  many 
felt  a  dollar  in  earnings  was  worth 
just  so  much,  maybe  eight  to  ten 
times  earnings,  no  matter  what  the 
company.  In  the  late  Forties  and 
early  Fifties  Tripp  bought  stocks 
like  Pfizer,  Merck,  Aluminium  Ltd. 
and  utilities  like  Texas  Utilities  and 
Florida  Power  &  Light,  even  though 
their  multiples  were  relatively  high. 

This  was  a  radical  way  to  invest 
money  25  years  ago,  but  to  Tripp 
it  simply  made  life  easier  for  an  in- 
vestment manager.  It  meant  he 
didn't  have  to  worry  about  timing. 
"I  never  had  any  luck  with  cyclical 
stocks,"  he  says.  "I  didn't  have  the 
faith  to  hold  them  through  hard 
times,  and  so  I  could  jump  off  the 
roller  coaster  at  the  wrong  time." 

The  stocks  mentioned  above 
were  kind  of  blue  chip  even  in  that 
day,  but  Tripp  also  had  what  he 
calls  his  "funny  money"  account. 
Guess  what  came  out  of  that? 
Xerox,  for  one  thing. 

Ah,  you  say,  lucky.  But  we  re- 
mind you  that  successful  men  make 
their  own  luck.  Along  the  way, 
Tripp  cheerfully  concedes  that  he 
has  bought  many  a  clinker,  espe- 
cially in  this  funny  money  account. 
"We  had  losers  like  Digitronics, 
O.M.  Scott,  Sanders."  As  to  his 
other  losers,  Tripp  won't  be  too 
specific,  but  he  says:   "Recently  I 


Tripp  of  University  of  Rochester 

pointed  out  the  rapidity  with  which 
such  stocks  as  University  Comput- 
ing, Recognition  Equipment,  Plan- 
ning Research  and  Teledyne  went 
down  by  50%  and  more. 

"Some  of  these  we  had  in  the 
funny  money  account.  In  our  gen- 
eral portfolio  we  purchased  such 
questionable  growth  stocks  as  Lev- 
itz— we  got  out  there  with  a  small 
profit— and  U.S.  Home. 

"On  the  other  hand  we  have 
done  well  with  IBM— our  third 
largest  holding— McDonald's,  Mas- 
co Corp.,  Burroughs  and  Disney." 

With  more  apparent  losers  than 
winners,  how  did  good  old  U  of  R 
come  out  so  far  ahead?  Simply  by 
following  the  old  principle:  Cut 
your  losses  and  let  your  profits  run. 

In  this  context,  the  university's 
policy  on  Xerox  was  nervy  and  as 
a  result  brilliant.  It  sold  a  few 
shares  along  the  way  so  as  not  to 
have  much  more  than  20%  of  the 
portfolio  in  one  stock,  but  it  held 
over  80%  of  its  original  investment. 

"They  could  have  justified  the 
sale  of  Xerox  at  least  a  half  doz- 
en times  during  the  Fifties  with  a 
sizable  profit,"  says  Don  Hessler, 
Tripp's  successor.  "That's  what 
most  institutions  do  when  they  have 
sizable  profits.  Look  at  what  in- 
surance companies  and  college  en- 
dowments did  with  McDonald's 
[Forbes,  Jan.  15].  They  play  it 
safe  with  a  big  gain,  and  no  one 
can  possibly  criticize  you." 

On  Xerox,  Tripp  adds:  "We 
knew  the  problems  as  well  as  the 
opportunities.  Many  was  the  time 
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Get  the  details  in  this 
latest  study  of  25  new  plants 

The  thirteenth  edition  of  Cost 
Data  on  Industrial  Buildings  in 
Georgia  contains  information  on 
25  recently  constructed  plants. 
There's  a  photograph  of  each 
building,  along  with  specifica- 
tions and  detailed  cost  break- 
downs. If  you  are  concerned 
with  locating  new  industrial 
plants,  you'll  find  this  latest 
study  of  construction  costs  in 
Georgia  an  interesting  and  use- 
ful reference.  May  we  send  you 
a  copy?  No  cost  or  obligation, 


EXAMPLE:  This  fine  plant  of 
72,000  sq.  ft.  cost  only  $6.53  per 
sq.  ft.,  including  special  process 
piping  and  paving.  Financed  in 
part  by  local  development  cor- 
poration. 

J.  W.  Talley,  Jr.,  Vice  President 

Georgia  Power 
Company 


PUnt  location 


NUionwide  Network 


INDUSTRIAL 
DEVELOPMENT  DEPARTMENT 

BOX  4545  C 
ATLANTA.  GA.  30302 
PHONE:  404  5213400 


we  had  our  fingers  crossed,  but  we 
weren't  worried  enough  to  sell." 

And  he  quotes  the  old  saying: 
"Worried  money  never  wins." 

When  he  partially  retired  in 
1971,  Tripp  turned  his  job  over 
to  Don  Hessler,  38,  who  had  been 
with  Rochester,  went  to  manage 
Metropolitan  Life's  pension  fund, 
then  returned  to  Rochester  in  1970. 
Hessler  still  consults  with  Tripp 
and  follows  much  the  same  princi- 
ple policies. 

To  give  you  an  idea  of  how 
well  their  policies  work,  we'll  throw 
in  a  few  numbers— and  they're  not 
ancient  history  either. 

Over  the  last  ten  years,  the 
U  of  R  endowment  fund  has  in- 
creased at  a  compounded  annual 
rate  of  14%  vs.  10%  for  the  S&P 
500— even  though  Rochester's  en- 
dowment had  been  a  balanced  fund. 

Last  year,  a  tricky  year  for  most 
money  managers,  the  university 
fund's  unit  asset  value  was  up  a 
fat  29%  vs.  15%  for  the  DJI.  The 
typical  mutual  fund  didn't  even 
keep  up  with  the  averages  last 
year,  and  most  endowment  man- 
agers fared  considerably  worse. 
Very  few  colleges  in  recent  years 
have  come  close  to  Rochester. 

By  1970  the  university's  trustees 
felt  confident  enough  of  the  fund's 
ability  to  keep  ahead  of  inflation 
that  they  then  authorized  some- 
thing few  other  universities  had 
dared:  The  university's  spending 
from  the  fund  in  a  single  year  no 
longer  had  to  be  limited  to  actual 
income.  "The  board,"  explains 
Hessler,  "adopted  a  5%  policy.  This 
meant  we  could  now  spend  up  to 
5%  of  a  five-year  moving  average 
of  the  market  value  of  the  universi- 
ty's portfolio." 

This,  of  course,  means  that  the 
university  might  actually  dip  into 
capital  if  it  so  chose,  and  it  has 
done  so  in  each  of  the  past  two 
years.  Rochester's  flexibility  goes 
even  further  than  this.  During  the 
market  crash  of  1970,  the  fund's 
managers  were  reluctant  to  sell 
good  stocks  at  low  prices  in  order 
to  raise  the  money  the  university 
needed.  So,  says  Hessler,  the  uni- 
versity "went  to  the  bank  for  a 
short-term  loan  using  the  stock  as 
collateral."  When  the  market  re- 
covered, the  fund  sold  enough 
stock  to  fulfill  its  obligations,  and 
the  university  repaid  the  loan.  Net 
result:  a  saving  of  several  million 
dollars.  Risky?  Yes,  but  it's  a  well- 


calculated  risk.  And  so  is  it  risky 
to  let  your  assets  erode  steadily. 

To  what  does  Tripp  attribute  his 
success?  His  first  and  overriding 
principle:  concentration.  "Most 
people  I  know  who  have  made  real 
money  in  the  market  have  concen- 
trated on  five  or  six  issues  or  even 
fewer,"  says  Tripp.  "We  never  held 
many  more  than  30  stocks,  and  we 
put  most  of  our  firepower  in  maybe 
ten  of  them.  We  knew  these  stocks 
well  and  watched  them  closely." 

Besides  concentration,  Tripp  has 
laid  down  seven  basic  guidelines. 
They  are: 

1)  Know  management.  It's  the 
most  important  item. 

2)  Buy  research-oriented  com- 
panies. It  is  research  that  opens  up 
areas  for  faster-than-the-economy 
growth  and  above-average  profits. 

3)  Look  for  companies  with  low 
labor  costs. 

4)  Where  possible  buy  leader- 
ship in  an  industry. 

5)  Avoid  cyclicality  and  make 
sure  you  are  riding  with  a  strong 
growth  trend,  not  only  in  the  com- 
pany, but  in  the  industry  as  well. 

6)  Favor  companies  that  sell 
to  the  consumer. 

7)  Look  for  companies  that  can 
compete  in  world  markets,  not  just 
U.S.  markets. 

Heard  all  this  before?  Of  course. 
These  are  the  cliches  of  today's 
marketplace.  Just  about  every  bank 
trust  department  in  the  U.S.  follows 
these  principles  today  and  spouts 
them  to  the  customers.  A  near- 
mechanical  application  of  the 
growth  philosophy  has  resulted  in 
unrealistic  premiums— 50,  60,  70 
times  earnings— for  the  handful  of 
well-known  stocks  that  qualify. 

Does  the  pioneer  feel  general  ac- 
ceptance has  debased  his  ideas? 
Tripp  doesn't  think  so. 

"If  you  are  asking  if  we  should 
go  back  to  cyclicals  and  income, 
the  answer  is,  no.  I  know  you  used 
to  be  able  to  buy  a  relatively  high- 
multiple  growth  stock  that  would 
catch  up— in  terms  of  dividend  pay- 
ments—to a  low-multiple  high-in- 
come stock  in  four  to  five  years. 
Now  it  takes  12  to  15  years.  The 
answer  is  to  ferret  out  growth  sit- 
uations earlier,  even  if  you  have  to 
pay  a  very  high  multiple." 

That's  easier  said  than  done,  we 
muttered. 

Replied  Hulbert  Tripp:  "But 
who  ever  said  that  successful  in- 
vesting was  easy?"  ■ 
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•  Hercules  finds  a  cure  for  a 
special  kind  of  growing  pain. 

One  of  the  tough  problems  phone  com- 
panies face  is  on-site  community 
expansion  requiring  added  cable 
'  capacity. 

How  do  you  plan  for  it?  Today  for 
tomorrow?  Used  to  be  there  were  just  two  alternatives. 
One,  put  in  the  cable  today  and  tie  up  capital;  or  two,  dig 
it  in  later  when  needed  and  double  installation  costs. 

Now  there's  a  third  way  that  avoids  both  problems. 
Now,  in  one  fell  swoop,  phone  companies  can 
actually  plow  in  a  conduit  along  with  the  original  cable. 
And  when  the  time  comes,  they  can  just  snake  an 
additional  cable  through  the  existing  hole. 

But  there's  only  one  kind  of  conduit  that's 
flexible  enough— and  tough  enough— to  survive  the 
plowing  operation :  Corflo*—  a  product  of  the 


Haskon  subsidiary  of  Hercules. 

What's  a  chemical  company  doing 

marketing  a  conduit  installation 

system?  We  discovered  there  was 

a  need  for  it.  O 

And  that's  basically  the  way 

we've  broken  into  so  many  fields  that  timKmdmmwm m 

have  little  to  do  with  chemistry —from  waste  removal 
to  packaging  systems  to  credit  verification. 
Because  the  management,  engineering  and 
marketing  skills  that  have  worked  in  chem- 
icals work  in  other  fields  as  well.  In  fact 
our  motto  might  be  "Have 
know-how;  will  travel'.' 


Does  this  sound  like 
an  ordinary  chemical 
company  to  you? 


HERCULES 

Hercules  Incorporated. 
Wilmington.  Delaware  19899 


Amfac  is  the  Pacific 
and  the  lands  around  its  rim 


Depending  on  your  viewpoint,  Cali- 
fornia is  either  at  the  edge  of  a  new 
Western  frontier,  or  an  exhilarating 
landfall  as  you  cross  the  Pacific 
eastward. 

Looking  at  things  differently  — from 
Hawaii— is  a  key  to  Amfacs  impres- 
sive growth.  We  brought  a  heady 
mixture  of  island  vitality  and  innova- 
tive ideas  to  our  expansion  in  the 
Western  U.S. 

As  a  result,  our  revenues  have  grown 
five-fold  in  just  five  years— to  $3/4 
billion.  More  than  75  percent  of  them 
now  come  from  the  mainland 


But  we  still  stick  to  the  four  basic 
businesses— merchandising,  food 
processing,  asset  management  and 
hospitality— that  we  ve  been  in  vir- 
tually since  our  beginning  123  years 
ago  in  Hawaii. 

Our  home  base,  trading  crossroads 
of  the  Pacific  Basin,  is  more  than 
ever  a  great  place  to  be. 

From  it,  we  ve  gone  out  to  Australia 
to  transform  vast  tracts  of  bushland 
into  large,  well-eouipped  family 
farms.  To  Guam  with  financial  ser- 
vices.To  Japan  with  an  expansion  of 
our  Joseph  Magnin  specialty  stores. 


Looking  Eastward  to  San  Francisco 

Meanwhile,  more  of  the  world  is 
coming  to  Hawaii. Our  relaxing  island 
resorts  attract  visitors  from  Japan, 
the  U.S.  and  Canada— all  around  the 
Pacific. 

Whether  it's  traditional  hospitality  or 
modern  merchandising,  each  new 
Amfac  interest  evolved  naturally  out 
of  what  we  were  doing  already— and 
doing  well.  That  may  just  be  the 
secret  of  our  10  to  15  percent  yearly 
growth  in  earnings  per  share. 

For  a  copy  of  our  latest  report,  write 
to  Amfac,  Inc.,  Dept.  104,  P  O  Box 
3230,  Honolulu,  Hawaii  96801 


Serving  People  in  the  U.S.  and  the  Pacific  Basin 


Movement  at  Macy's 


Macy's  merchandising 

is  getting  a  new  look— not  from 

outside  but  from 

within  its  own  organization. 

Decades  have  gone  by  since  R.H. 
Macy  &  Co.  was  last  accused  of  set- 
ting the  retailing  world  afire  with 
imaginative  merchandising.  Oh  sure, 
in  the  past  decade,  Macy's  had  steady, 
though  unspectacular,  growth.  But  its 
profit  margins  (2.7%)  fell  way  behind 
competitors  like  Federated  Depart- 
ment Stores  (4.1%),  Broadway-Hale 
(3.8%)  and  Associated  Dry  Goods 
(4.1%)  and  its  return  on  capital 
(Macy's  is  more  leveraged  than  most) 
of  7%  is  nothing  to  write  home  (or 
to  stockholders)  about. 

Why  the  longtime  lag?  Simple: 
Macy's  has  been  lacking  that  one  in- 
gredient that  makes  the  difference  be- 
tween mediocrity  and  great  success- 
perceptive  merchandising. 

But  perceptive  merchandising  takes 
perceptive  management:  people  who 
sense  the  ebb  and  flow  of  all  sorts  of 
fashion,  who  know  when  to  upgrade, 
when  to  downgrade,  when  to  push, 
when  to  let  merchandise  speak  for  it- 
self; people  who  can  lead  the  parade, 
not  follow  it.  In  short,  the  kind  of 
management  that  knows  how  to  push 
the  goods  with  the  margins— the  kind 
of  management  Macy's  was  lacking. 

The  result  was  predictable  enough. 
Macy's  has  never  been  as  adept  as 
competitors  like  Federated  in  reap- 
ing the  profits  to  be  made  in  selling 
fashion,  be  it  apparel,  furniture  or 
pillow  cases;  its  forte  remained  ped- 
dling hard  goods  and  staples.  So  in 
the  1960s  Macy's  found  itself  squeezed 
by  no-frill  discounters  on  the  one  hand 
and  fashion-oriented  mass  retailers  like 
Federated's  Bloomingdale's  and  Abra- 
ham &  Straus  units  on  the  other. 

Will  old  R.H.  Macy's  recover  some 
of  its  old  flare,  start  shaking  its  hips 
a  little? 

C  Shake-Up 

It  could  be.  Jack  I.  Straus,  the  third 
generation  of  that  family  to  run  the 
store,  let  go  his  grip  in  1969.  Since 
then  Macy's  has  been  reshuffling  its 
management.  The  key  moves:  the  Au- 
gust 1971  choice  of  Chairman  Donald 
B.  Smiley  as  CEO  and  the  September 
1972  election  of  Herbert  L.  Seegal, 
then  president  and  CEO  of  the  Bam- 
berger division,  as  Macy's  president. 

While  Macy's  itself  was  lagging, 
one  of  its  divisions,  Bamberger's,  was 
speeding  ahead.  Where  Macy's  tradi- 
tional appeal  had  been  primarily  to 


Smiley 


Seegal 


economy-minded  and  thus  often  low- 
er-income customers,  Seegal  made 
sure  that  Bamberger's  appealed  to 
New  Jersey's  middle-income  suburban- 
ites, despite  the  fact  that  Bamberger's 
home  store  was  in  depressed  down- 
town Newark.  In  the  late  Sixties  Bam- 
berger's went  on  a  suburban  expan- 
sion spree  (it  is  now  readying  an 
assault  on  suburban  Philadelphia). 
Before  beginning  it,  Seegal  overhauled 
Bamberger's  merchandising  and  buy- 
ing practices  to  become  more  of  a 
medium-priced  fashion  store. 

Seegal  wrought  well.  Goldman, 
Sachs  analyst  Joseph  Ellis  estimates 
that  in  fiscal  1972  Bamberger's  con- 
tributed only  27%  of  Macy's  sales,  but 
46%  of  its  pretax  profit.  Ellis  also  esti- 
mates that  Bamberger's  pretax  profit 
margin  is  more  than  double  that  of 
Macy's  New  York  division. 

Nor  was  Bamberger's  success  a 
regional  fluke.  When  Bamberger's  No. 
Two  man,  Edward  S.  Finkelstein,  was 
sent  out  to  head  the  California  di- 
vision in  1969,  the  success  was  re- 
peated. "We  traded  up  more  in  that 
market,"  says  Smiley,  "and  have  a 
better  fashion  appeal  than  we've  had 
before."  As  a  result,  the  California  di- 
vision is  now  far  ahead  of  the  New 
York  division  in  profit  margins  and  is 
proportionately  the  fastest-growing  di- 
vision in  the  company. 

In  1969  a  Bamberger  man,  Har- 
old S.  Olsen,  was  made  vice  president 
and  director  of  stores  of  the  marginal 
Missouri-Kansas  division.  Today  the 
division  is  profitable  and  Olsen  is 
president. 


Last  year  a  Bamberger  man  be- 
came president  of  the  Davison  division 
in  Atlanta  and  another  was  made 
chairman  of  the  New  York  division. 

And  last  fall  Seegal  was  named 
president  of  Macy's.  "Mr.  Seegal  is 
spending  almost  all  of  his  time  on 
improving  merchandising  results,"  says 
Macy's  quietly  aggressive  boss,  Donald 
B.  Smiley.  Which  means  Seegal  will 
probably  be  spending  most  of  his  time 
on  the  laggard  New  York  division. 

Macy's  has  already  been  working 
on  New  York.  "Two  of  our  new  stores 
are  closer  to  what  Bamberger's  has 
done  than  the  traditional  Macy's 
New  York  store,"  says  Smiley.  "And 
we're  going  to  redo  our  Queens  store." 

In  addition,  Macy's  New  York  is 
opening  up  so-called  "budget  stores" 
that  will  push  apparel  for  lower  in- 
come customers  in  Macy's  basements, 
and  is  opening  more  furniture  clear- 
ance centers  so  branch  stores  won't 
be  stuck  with  slow-moving  items. 

Completely  :>utside  of  merchandis- 
ing, another  venture  that  may  im- 
prove Macy's  profitability  is  its  in- 
vestment in  Homestock,  a  Levitz-type 
furniture  warehouse  showroom. 
Macy's  bought  50%  of  Homestock  for 
$2  million  in  1971,  with  an  option  to 
buy  the  other  50%.  Homestock  has 
since  expanded  from  one  unit  to  four, 
expects  to  have  seven  by  year's  end. 

"Pure  investment,"  says  Smiley,  and 
he  may  be  right  for  now.  But  with 
the  new  breed  of  merchants  now  ply- 
ing their  trade  at  Macy's,  not  only 
this  but  a  good  deal  else  could  easily 
change  in  days  to  come.  ■ 
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community 
facts 

We  have  them.  Vital  statis- 
tics on  over  300  Missouri 
communities.  Like  infor- 
mation on  municipal  serv- 
ices, construction  costs, 
tax  structure,  livability, 
transportation,  as  well  as 
labor  and  labor  climate. 
And  we  have  a  computer 
that  can  put  these  facts  to 
work  for  you.  To  locate  a 
community  that  can  fill 
your  needs.  We'd  like  to 
make  your  business  our 
business.  Let  us  show  you 
Missouri ...  on  your  terms. 


Contact  Henry  Maddox, 
Division  of  Commerce 
and  Industrial  Devel- 
opment, Jefferson  City 
Mo.  65101.  (phone 
314-7514241) 


Keep  It  Small; 
Take  a  Partner 

That's  what  the 
Government  is  telling  those 
U.S.  businessmen 
who  want  to  invest  in  Vietnam. 

Spurred  by  the  Nixon  Administra- 
tion's plan  to  spend  $7.5  billion  on 
the  reconstruction  of  Vietnam,  a 
steady  procession  of  U.S.  businessmen 
is  filing  into  the  State  and  Commerce 
Departments  in  Washington.  They 
ask:  "What  opportunities  are  there 
for  me?  And  how  can  you  help  me?" 

State  and  Commerce  work  very 
closely  together  on  Vietnam,  and  they 
have  a  common  answer:  "Fly  out  there 
and  look  around.  If  you  find  any  in- 
vestment opportunities  that  look  in- 
teresting, get  a  Vietnamese  partner. 
Don't  compete  with  the  Vietnamese." 

State  and  Commerce  officials  say 
U.S.  postwar  aid  to  Vietnam  will  go 
not  to  spur  industry  but  for  "humani- 
tarian purposes."  Says  one:  "Vietnam 
is  not  another  South  Korea  or  a  Tai- 
wan. It's  more  like  the  U.S.  in  the 
early  days  of  the  Republic.  It's  under- 
populated, and  it  has  vast  agricultural 
potential.  More  than  1  million  acres  of 
farmland  were  evacuated  during  the 
war.  There  are  at  least  2  million  acres 
that  have  never  been  cultivated.  And 
in  the  cities  there  are  Lord  knows 
how  many  refugees:  1.3  million  be- 
tween the  Easter  offensive  and  the 
cease-fire;  250,000  since  the  cease-fire. 

"The  first  priority  in  our  aid  pro- 
gram must  go  toward  getting  those 
people  back  on  the  land.  Then  Viet- 
nam will  become  a  food-exporting 
country  again,  and  the  money  that  its 
exports  generate  inevitably  will  lead 
to  industry.  If  the  level  of  violence  is 
not  much  greater  than  in  the  Philip- 
pines, and  if  everything  else  goes  well, 
within  seven  years  Vietnam  hopefully 
won't  need  further  aid  from  us." 

The  official  adds:  "Vietnam  was  a 
profit  center  under  the  French.  It 
has  been  a  profit  center  for  many 
companies  during  the  war  and  it  can 
be  a  profit  center  for  itself." 

Agriculture  needs  fertilizer,  which 
Vietnam  must  now  import.  The  Viet- 
namese government  would  like  some- 


one to  build  a  fertilizer  plant  there 
"in  order  to  help  the  country's  balance 
of  payments."  Last  year,  during  the 
war,  thousands  of  miles  of  highway 
were  damaged  and  some  220  bridges 
were  destroyed.  Repairing  them  will 
require  cement,  which  Vietnam  now 
must  import  from  Taiwan.  State  De- 
partment officials  say  that  Vietnam 
could  use  two  cement  plants.  Vietnam 
would  also  like  to  have  an  oil  refinery. 
Savs  one  U.S.  government  official: 
"The  war  changed  Vietnam  from  a 
buffalo  economy  into  an  internal 
combustion  engine  economy." 

Aside  from  that,  government  ex- 
perts say,  the  best  opportunities  are 
in  fisheries  and  forestry.  Even  last 
year  at  the  height  of  the  war,  Vietnam 
was  exporting  fish,  including  shrimp 
to  Japan.  And  it  has  some  of  the 
finest  timber  for  plywood  in  the 
world.  "In  food,  the  big  opportunities 
are  in  processing  and  packaging.  They 
can  sell  their  shrimp  in  Japan  but 
so  far  they  haven't  sold  any  in  the 
U.S.;  they  need  to  develop  a  better 
strain  because  the  U.S.  is  more  finicky 
about  food.  There  may  also  be  money 
for  someone  who  can  process  and 
package  rice.  Vietnam  could  be  a  rice- 
exporting  nation  again  once  things 
settle  down.  And  when  that  happens, 
it  will  also  become  a  market  for  U.S. 
exports,  particularly  food  processing 
machinery,"  says  one  official. 

Manufacturing?  Government  offi- 
cials say  that  Vietnam  may  soon  be  a 
place  for  what  they  call  "export  pro- 
cessing "—the  manufacture  of  labor- 
intensive  components.  Says  one:  "Ja- 
pan was  such  a  place  once.  Then 
Japanese  labor  became  too  costly  and 
the  export-processing  business  moved 
to  South  Korea  and  Taiwan.  Now  the 
Taiwanese  are  talking  with  the  Viet- 
namese about  doing  export-processing 
in  Vietnam." 

Says  a  State  Department  official: 
"As  I  told  you,  we  want  to  reduce 
the  official  U.S.  presence  in  Vietnam, 
but  we  would  like  to  see  a  IS 
commercial  presence  there.  Our  prob- 
lem is  this:  Most  small  businessmen 
never  think  of  going  abroad.  Yet 
Vietnam  is  a  place  lor  the  small  busi- 
ncssmaii  to  invest— a  sawmill,  a  shrimp 
cannery,  that  soil  ol  thing.  The  giant 
corporation?  Not  yet.  Vietnam  is  still 
too  primith  c  an  economy."  ■ 
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When  opportunity  knocks, 

C&S  jumps. 


You  need  quick  reflexes  to  keep  up  with  to- 
day's nationwide  boom  in  real  estate  develop- 
ment. Which  is  exactly  what  Citizens  and 
Southern  Realty  Investors  and  our  advisor,  The 
Citizens  and  Southern  National  Bank,  offers  you. 

It's  our  philosophy  to  get  the  jump  on  new 
opportunities  in  the  constantly  changing  real  es- 
tate market.  Using  all  of  our  sources  of  funds,  we 


can  act  as  a  construction  and  development 
lender,  mortgage  banker  and  an  investor  in  real 
estate  equities.  That's  how  we  best  serve  the 
needs  of  the  real  estate  development  com- 
munity, and  maximize  our  shareholders'  return 
on  investment. 

For  more  detailed  information,  call  us  at 
(404)  588-3308,  or  write  for  our  financial  report. 
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Citizens  and  Southern  Realty  Investors 
The  Citizens  and  Southern  National  Bank 


A  FULL 

SERVICE 

BANK 

MEMBER  FDIG 


A  Glass  Company 
that  increased  sales 
by  1 8%  and  earnings  by 
471/2%in  12  months 
can  see  into 
the  future. 
ASG  isjhe  Glass 
Company 


ASG,  the  big  little  glass  company  nestled  in 
the  hills  of  Kingsport,  Tennessee,  set  an 
all-time  high  for  sales  and  earnings 
during  1972. 

Net  sales  in  the  period  ending  December 
31 ,  1 972  totaled  $60.7  million.  An  1 8.3% 
increase  over  1971. 

Net  earnings  were  $3.46  million,  or  47.5% 
above  1 971 .  Earnings  per  common  and 
common  equivalent  share  were  $1.11 
comparing  favorably  to  $.76  per  share 
in  1971. 

And,  the  future  is  crystal  clear,  indeed. 
With  plants  in  Okmulgee,  Okla.,  Jeannette, 
Pa.,  Greenland  and  Kingsport,  Tenn.,  ASG 
manufactures  everything  from  insulating 
glass  to  reflective  glass  and  safety  glass,  to 
the  glass  door  panels  for  micro-wave  ovens. 
ASG  even  has  some  glass  sitting  on  the 
moon.  And,  those  are  just  a  few  of  the 
reasons  why  ASG  is  the  most  diversified  flat 
glass  manufacturer  in  the  United  States. 

ASG  is  also  the  only  manufacturer  of  flat 
prismatic  glass  used  by  the  lighting  industry, 
and  a  major  supplier  of  clear  and  tinted  glass 
for  the  construction  industry. . 

Expanding  into  new  markets,  developing 
better  products,  packaging  and  delivery 
systems  to  serve  established  markets. 

Today,  more  than  ever,  ASG  isjhe  Glass 
Company. 


A 


ASG  Industries  Inc 

The  Glass  Company 

P.O.  Box  929.  Kingsport.  Tennessee  37662 


Grounded! 
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Remember  Telex  Corp.? 

It's  still  alive, 

but  no  longer  flying  high. 

It  hardly  seems  possible  that  only 
three  years  ago  the  stock  of  Telex 
Corp.,  the  Tulsa-based  maker  of  com- 
puter peripheral  equipment,  was  sell- 
ing well  over  30,  having  more  than 
quadrupled  in  just  12  months.  Telex 
was  recently  quoted  at  around  4. 

The  hot-stock  play  in  Telex  was 
based  on  the  belief  that  it  could  con- 
tinue to  improve  its  position  in  the 
market  for  tape  and  disk  drives,  mem- 
ories, controllers  and  printers  that  at- 
tach to  IBM  mainframes.  This  market 
amounts  to  about  S3  billion  a  year. 
Telex  and  a  dozen  other  companies 
captured  an  estimated  10%  of  it,  ship- 
ping over  $325  million  a  year. 

That  IBM  would  sit  back  and  cheer- 
fully give  up  a  major  piece  of  its 
business  was,  of  course,  a  ridiculous 
proposition.  But  it  was  the  proposi- 
tion on  which  Telex'  vertiginous  price 
rested.  Telex  management  did  little 
to  discourage  this  dizzy-mindedness. 

Then  reality  tolled.  IBM  struck 
back,  lowering  prices,  modifying 
equipment  and  rental  agreements. 

It's  IBM  Again 

Telex  came  back  to  earth.  In  its 
fiscal  year  through  March  1972,  Tel- 
ex' sales  fell  10%  to  $73  million,  its 
per-share  earnings  dropped  70%  to 
20  cents.  "Times  were  a  lot  happier 
back  there  in  1970,  a  lot  simpler," 
sighs  Telex  general  counsel,  J.B.  Bai- 
ley. Chairman  Boger  M.  Wheeler  and 
President  Stephen  J.  Jatras  don't  speak 
much  for  publication  these  days. 
They're  up  over  their  Oklahoma  boots 
in  a  $l.l-billion  lawsuit  charging  IBM 
with  trying  to  do  Telex  in;  the  case 
is  scheduled  to  go  to  trial  before  a 
federal  court  jury  in  Tulsa  on  Apr.  16. 

The  trouble  is,  other  lawsuits 
against  IBM  so  far  have  served  main- 
ly to  show  how  legally  adroit  IBM  is. 
A  year  ago  IBM  settled  a  case  with 
Memorex.  Then,  in  January,  it  settled 
a  more  formidable  one  brought  by 
Control  Data,  and  managed  to  insist 
that  Control  Data  destroy  its  data 
base— in  effect,  an  index  for  150,000 
coded  pages  of  evidence— whose  loss 
Telex  President  Jatras  concedes  will 
make  it  "much  more  difficult  for  ns  to 
fight  this  one  out." 

"IBM's     got     unlimited     resources," 
says  Telex  counsel  Bailey,  "five  pus 
tigious  law  firms  and  political  Influence 
which  they  keep  telling  ns  about.   It's 

like  David  against  Goliath:  We  keep 
hoping   for  thai    one   little   piece  oi 
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evidence  we  can  put  in  our  slingshot 
and  bring  them  down." 

Telex  must  now  catch  up  with  the 
other  peripheral  manufacturers  who 
have  turned  from  poaching  on  the 
market  for  IBM  peripherals  to  selling 
their  attachments  directly  to  other 
mainframe  makers  like  Honeywell, 
Univac  and  Burroughs.  Some  $90 
million  of  Control  Data's  $664-million 
computer  revenues  last  year  came 
from  that  quarter,  and  its  joint  ven- 
ture with  National  Cash  Register  is 
obviously  aimed  at  that  market. 

IBM,  for  its  part,  is  not  making 
things  any  easier  for  the  independent 
makers  of  peripherals.  In  its  new  Sys- 


Drawing  by  Ed  Fisher;  ©  1961 
The  New  Yorker  Magazine,  Inc. 

"Oh,  it  was  ghastly!  I  dreamed 

that  the  IBM.  machines  all  over 

the  world  had  suddenly  stopped." 

tern  370  computer  line,  it  has  placed 
the  control  function  for  hooking  up 
peripheral  devices  inside  the  com- 
puter; it  had  been  outside,  whieh 
helped  Telex  sell  its  own  plug-in 
memories  as  a  substitute.  And  in  mar- 
keting a  new  communications  con- 
troller IBM  has  shifted  from  a  30- 
day-notice  to  a  long-term  lease  plan. 
Now  the  user  must  pay  a  cancellation 
penalty  of  up  to  five  times  the  month- 
ly lease— amounting  to  $50,000  for  the 
average  computer  system  customer— 
which  makes  it  much  harder  for  Telex 
to  convince  IBM  customers  to  switch 
overdo  its  own  controller. 

Telex  remains  very  much  in  busi- 
ness. Its  revenues  for  the  fiscal  year 
through  Mar.  31  will  probably  re- 
cover to  around  $85  million,  the  best 
ever.  Its  earnings  will  pick  up  some- 
what, too;  they  could  recover  to  over 
30  cents  a  share. 

The*  wonder,  however,  is  not  that 
Telex  survived,  but  that  individual 
and  institutional  investors  could  ever 
have  been  so  gullible  as  to  think  that 
Telex  could  walk  all  over  IBM;  that 
in  1970  it  could  ever  have  justified 
a  price  of  nearly  50  times  earnings!  ■ 
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ELECTRONIC  CALCULATOR 

THE  COMMODORE  C-8 

A  Full  Capacity, 

8  Digit  Instrument  that: 

X  MULTIPLIES     +ADDS 

-7-  DIVIDES     —  SUBTRACTS 

•  Full  8-Digit  Display 

•  Constant  Factor  Memory  for 
Series  Multiplication  or  Division 

•  Automatic  Decimal  Function  which 
assures  proper  placement  of  the 
decimal  point  at  all  times. 

•  Large,  Easy-to-see  Readout 

•  True  Credit  Balance  with 
Minus  Indicator 

•  Algebraic  Circuitry  Logic 

•  Completely  Solid-State— 
no  mechanical  parts  to  cause  trouble 

•  Large,  full-size  console  keyboard  for  easy, 
fast  operation 

•  Instant  Answers— calculating  speed  of 
0.5  Miliseconds 

•  U.L.  Approved— A/C  power  cord 

•  Does  Chain  Calculations 

•  Does  Complex  Mixed  Calculations 
THE  INSTANT  SOLUTION  TO  - 

•  Tax  Computations  •  Monthly  billing  problems 

•  Expense  calculations  •  Estimating  office 
budgets  •  Balancing  checking  accounts  •  Plus 
hundreds  of  applications  at  home 

Dispense  with  tedious  pencil  &  paper 
computations  forever. 

Here's  the  Professional  Solution  to  the  numbers 
problem  ...  in  the  office  or  at  home. 
It's  no  trick  to  usel  This  new  Commodore  Elec- 
tronic Calculator  can  do  everything  an  ordinary 
adding  machine  can  do— plus  Multiply,  Divide, 
and  Compute  Compound  Interest!  It  does  it  much 
quicker  and  quieter  too,  because  it  is  completely 
solid-state  without  all  the  noisy,  mechanical 
moving  parts  of  the  old-fashioned  office  ma- 
chines. There's  nothing  to  go  wrong— nothing 
to  jam  up.  If  it's  plugged  in,  it's  workingl 
WARRANTY  .  .  .  Your  Commodore  C-8  calculator 
is  of  such  high  quality  and  precision  workman- 
ship that  it  is  covered  by  a  1-year  replacement 
warranty  against  manufacturer's  defects. 


95! 

Plus  Postage 

Please  ship  me Commodore  C-8 

how  many 
Electronic  Calculators  at  $59.95  (plus  $2.00  post- 
age and  insurance)  each. 

Illinois  residents  add  5%  Sales  Tax. 

B  Check  or  Money  Order  Enclosed  F3/15 

Please  charge  to  my  credit  card 

American  Express  # . 

Bank  Americard  # 

Master  Charge  #_ 


Master  Charge  Bank  # 

Charge  Card  Expiration  Date: 


NAME 


ADDRESS 


CITY 


STATE 


ZIP  CODE 


PUT  CARD  IN  ENVELOPE  AND  MAIL  TO: 
CONTEMPORARY  MARKETING,  INC. 

607A  COUNTRY  CLUB  DR. 

BENSENVILLE,  ILL.  60106 


CONNECTICUT 

IS  GEARED 
FOR  PROFITS 


•  Low-cost,  long-term  state 
industrial  revenue  bonds  — 
up  to  100%  project  financ- 
ing, including  pollution  con- 
trol. 

•  No  personal  income  tax  and 
a  commitment  to  reduce 
business  and  industrial 
taxes  this  year. 

•  A  sizable  state  surplus, 
thanks  to  modern  govern- 
ment operation. 

For  confidential  assistance  in  re- 
locating your  operation  to  Con- 
necticut contact  Mark  Feinberg, 
Director 

CONNECTICUT  DEVELOPMENT 
COMMISSION 

Room  114,  210  Washington  St. 
Hartford,  Conn.  06106 


BORROW 

$2,000 
TO  $10,000 

BY  MAIL! 

We  offer  a  quick,  convenient 
source  of  additional  credit  to 
business  executives  and  pro- 
fessional people.  For  your  pri- 
vacy everything  is  handled  by 
personal  mail.  Credit  checks 
are  made  through  commercial 
agencies  to  maintain  confiden- 
tial nature  of  transaction.  Flex- 
ible repayment  schedules, 
sensible  interest  rates  and  full 
prepayment  privileges.  Credit 
life  insurance  is  optional. 

For  complete  information  write: 
Mr.  Douglas  D.  Hoover,  Loan  Officer 

wm 

Western  Industrial 
Bank 

2777  S.  Colorado  Blvd.,  Dept.  B1173 

Denver,  Colorado  80222 

or  call  collect  (303)  756-8313 
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MISCONCEPTION: 

Utilities  are  doing  little  in  the  way  of  research 

and  development  to  solve  environmental  problems. 


I 


FACT: 


As  our  nation  developed,  most  of  the  electric 
utility  industry's  research  and  development  activities 
concentrated  on  how  to  keep  up  with  growing  power  needs 
as  efficiently  and  economically  as  possible.  That's  still  an  important 
challenge.  But,  as  environmental  considerations  became  more  and 
more  important,  the  emphasis  changed.  Today,  the  industry  is  involved 
in  a  greatly  expanding  research  effort  to  develop  better  ways  of  protecting 
air  and  water  quality  while  still  meeting  the  country's  electric  power  needs. 
Indicative  of  The  Southern  Company  system's  leadership  role  in  the  industry's 

R&D  activities  is  our  participation  in  a  pilot 
project  in  Alabama  to  study  the  feasibility  of 
producing  "clean  coal"  through  solvent 
refining.  Two  other  system  pilot  plants,  both 
in  northwest  Florida,  will  study  methods  of 
purifying  smokestack  discharges.  And 
we've  committed  millions  of  dollars  as 
our  part  in  the  industry's  development 
of  a  fast-breeder  reactor  nuclear 
plant,  the  kind  of  electric  generating 


w 

Research  diver  brings  up  an  underwater  thermograph,  which 
records  water  temperatures  near  power  plant  locations 


plant  that  will  produce  more 
nuclear  fuel  than  it  consumes. 


If  you'd  like  to  know  more,  please  write  for  our  pamphlet 
on  this  subject.  The  Southern  Company,  Dept.  342, 
P.O.  Box  720071,  Atlanta,  Georgia  30346. 


The  Southern  Company  system:  working  toward  tomorrow,  today. 

Alabama  Power  Company     Georgia  Power  Company     Gulf  Power  Company     Mississippi  Power  Company     Southern  Services  Inc      Southern  Electric  General. 


Shotgun  Wedding 


Necessity,  not  choice, 

may  have  made  St-Cobain 

one  of  the  few  French  companies 

that  seems  to  have  a  chance  of 

making  it  in  the  big  time. 


France  may  or  may  not  be  destined 
to  become  Europe's  leading  industrial 
power.  Hermann  Kahn  of  the  Hudson 
Institute  not  long  ago  completed  a 
study  for  the  French  that  said  it  would. 
Straw  in  the  wind:  For  the  first  time 
France  is  beginning  to  assemble  a 
handful  of  companies  capable  of  com- 
peting on  an  international  scale. 

One  such  is  St.-Gobain-Pont-a- 
Mousson  (SGPM  for  short). 

This  new  $2.5-billion-sales  group 
is  the  result  of  a  merger  between  St- 
Gobain,  one  of  the  world's  largest 
glassmakers,  and  Pont-a-Mousson,  an 
engineering  construction,  pipe  and 
tube  company.  Neither  corporation 
was  exciting  alone,  and  the  merger 
stemmed  from  dire  necessity.  St. -Go- 
bain,  the  300-year-old  family-domi- 
nated firm,  had  been  reduced  to  near- 
impotency  defending  itself  from  a 
takeover  bid  by  rival  glassmaker  BSN  • 
(Forbes,  July  15,  1972),  an  outfit 
one-third  its  size.  "But  we're  coming 
up  from  far  behind,"  says  SGPM's 
Chairman  Roger  Martin.  France 
hasn't  a  single  company  in  Europe's 
Top  Ten  (tiny  Holland  has  three) ,  and 
only  eight  of  Europe's  top  50  com- 
panies are  French.  SGPM  ranks  40th. 

For  generations  French  companies 
have  been  run  by  their  owners,  pri- 
vately and  discreetly,  as  an  extension 
of  their  families.  Just  as  "le  pere  knows 
best"  in  family  life,  so  it  is  in  busi- 
ness. Behind  le  pere  are  the  solid 
ranks  of  family  shareholders:  grand- 
mothers, maiden  aunts,  distant  cous- 
ins. As  a  rule,  le  pere  and  the  fam- 
ily preferred  to  sit  tight  and  protected 
rather  than  seek  expansion. 

"The  French  do  not  yet  have  the 
same  understanding  of  industrial  civi- 
lization as  other  peoples,"  says  57- 
year-old  Paris-born  Martin.  "They 
still  have  a  psychological  barrier  to 
overcome  where  growth  is  concerned. 
In   Pont-a-Mousson   you   had   all   the 


constraints  of  family  shareholders,  and 
in  St.-Gobain,  300  years  of  history." 
Martin  should  know:  He  chafed  un- 
der the  restraints  himself  for  25  years 
with  Pont-a-Mousson. 

To  most  Frenchmen,  St.-Gobain  is 
as  sacred  as  Notre  Dame.  The  glass- 
maker  had  been  founded  under  orders 
from  Louis  XIV,  the  "Sun  King,"  in 
1665  to  compete  against  the  skilled 
Venetian  glassmakers.  But  as  Martin 
saw  it,  St.-Gobain  was  merely  another 
company  in  deep  trouble.  Count  Ar- 
naud  de  Vogue,  a  noted  patron  of  the 
arts,  and  his  aristocratic  board  had 
lost  control.  At  a  time  when  the  rest 
of  the  world's  glassmakers  were  busily 
signing  up  for  Pilkington's  float-glass 
licenses,  St.-Gobain  made  history  once 
again— by  building  the  world's  last 
nonfloat-glass  plant  in  the  U.S.  Pre- 
dictably, it  flopped,  as  did  St. -Go- 
bain's  1958  entry  into  the  U.S. 

Thrust  and  Parry 

It  was  at  this  point  that  BSN 
struck  for  a  takeover,  but  St.-Gobain's 
influential  friends,  including  Groupe 
de  Suez,  descendant  of  the  old  Suez 
Canal  Co.,  rallied  to  its  support.  But 
Suez  was  not  merely  interested  in  do- 
ing a  favor  for  the  old  school  tie.  It 
forced  St.-Gobain  to  merge  with 
Pont-a-Mousson,  which  Suez  already 
controlled.  When  the  dust  settled, 
Suez  had  19%  of  SGPM  and  SGPM 
12%  of  Suez,  the  largest  shareholding. 

Martin  was  promoted  through  the 
maze  to  sort  out  the  merger,  which 
involved  more  than  100  different  com- 
panies, dozens  of  them  with  their  own 
large  family  shareholders.  He  had  to 
find  ways  of  buying  up  control,  while 
reorganizing  the  production  of  glass 
and  tubings  from  150  different  fac- 
tories. In  terms  of  corporate  reorgani- 
zation, Martin  may  not  have  done 
much  more  than  give  SGPM  the  kind 
of  modern  structure  and  focus  that 


National  Treasure.  In  business 
for  over  three  centuries,  glass- 
maker  St.-Gobain  made  the 
great  gilt  mirrors  that  line 
the  fabled  Hall  of  Mirrors  in 
Louis  X/V's  great  Palace  at 
Versailles. 

any  other  major  international  compa- 
ny takes  for  granted.  But  he  has  done 
so  with  striking  speed,  in  two  years 
producing  profits  from  losses.  Be- 
fore Martin  took  over,  the  premerger 
companies'  combined  sales  were  about 
$1.5  billion.  Now  they  are  $2.5  bil- 
lion. Profits  are  more  modest:  They 
went  from  $24  million  to  $80  million. 

Trying  to  disgorge  SGPM  of  in- 
vestments it  does  not  control  has  been 
a  drag  on  net  earnings.  The  compa- 
ny took  a  $25-million  loss  in  chemi- 
cals selling  out  to  Rhone-Poulenc, 
and  then  a  $7-million  loss  in  an  Al- 
gerian pipeline.  There  is  almost  cer- 
tainly more  to  come.  SGPM's  stake  in 
the  money-losing  Wendel-Sidelor  steel 
company,  itself  controlled  by  another 
family  group,  has  dwindled  as  share 
prices  have  dropped  from  $21  to  $9 
in  12  months,  and  the  company  has 
been  unloading  its  steel  investment 
as  fast  as  it  possibly  can.  Even  so, 
when  all  the  reshuffling  is  done, 
Martin  believes  tie  company  can  push 
through  a  15%  rise  in  profits  this  year. 

"And  yet,"  says  Martin,  putting  a 
brave  face  on  it,  "300  years  of  history 
does  have  certain  advantages."  While 
tight  French  families  may  not  have 
managed  their  assets  well,  Martin 
argues,  they  have  managed  to  con- 
serve them  and  so  have  built  up  a 
lot  of  potential  for  their  successors, 
and  he  has  no  doubt  he  can  realize 
it  at  SGPM. 

If  SGPM,  with  big  backers  and 
bright  management  can't  make  it, 
Hermann  Kahn  had  better  check  over 
those  figures.  ■ 
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The  Companies  of  Citicorp: 

ready  to  meet  your 
new  financial  needs. 


The  companies  of 

First  National  City  Corporation 

are  organized  around  a  very 

simple  principle ...  to  meet  the 

new  opportunities  and 

problems  emerging  in 

our  changing  society. 

To  do  the  job,  the 

subsidiary  companies 

of  Citicorp  deploy  a 

wider  range  of 

services  than  even  a 

great  bank  can  offer.  Take  the 

examples  on  this  page:  Factors 

solving  financial  problems  so 

companies  can  concentrate  on 

their  business  problems.  A 

world-wide  leasing  operation 

helping  businesses  of  all  sizes 

avail  themselves  of  new  types 

of  capital  equipment.  And  a 

community  development 

organization  to  put  money  and 

know-how  against  the  growing 

housing  requirements  of 

America's  largest  city.  And 

there  are  many  more  examples 


COLD  WAVE.  Imagine  a  tanker  able  to  transport  125,000 
cubic  meters  of  liquid  natural  gas  at  ultra-cold  tempera- 
tures! Citicorp  Leasing  recently  helped  finance  6  such 
sophisticated  ships.  Citicorp  means  new. 


\ 

of  the  way  Citicorp  companies  are 
solving  today's  financial  problems. 
From  a  global  travelers  check 
operation  making  life  easier  for 
tourists  and  businessmen  on  the 
move.  To  a  venture  capital 
company  ready  to  help  new 
entrepreneurs.  To  the  kind  of 
innovative  banking  practiced  at 
First  National  City  Bank:  the 
largest  in  New  York  and  the  leader 
in  world-wide  banking.  What 
about  your  emerging  financial 
needs?  There's  probably  a  Citicorp 
Company  ready  to  work  with  you 
. . .  analyze  those  needs . . . 
and  fill  them. 

The  mission  of  the  subsidiaries 
of  Citicorp:  To  grow  by  providing 
financial  services  that  meet  the  real 
needs  of  people,  communities,  and 
businesses  throughout 
the  U.  S.  and  around  the  world. 


SUBSIDIARY  COMPANIES 
OF  CITICORP 


BUILD  IS 
BEAUTIFUL. 

Decent  housing  for 
more  and  more  people  in 
New  York  City.  That's 
the  goal  for  Citicorp 
Community  Develop- 
ment, Inc.  Another 
Citicorp  problem  solver. 


ADVANCE 

MORTGAGE 

CORPORATION. 

A  leading  originator 
and  servicer  of  residen- 
tial and  commercial 
mortgages  for 
hundreds  of  institu- 
tional investors. 

CITICORP 
COMMUNITY 
DEVELOPMENT,  INC. 

Equity  investments, 
loans  and  technical 
assistance  for  low 
and  middle  income 
housing  and  related 
facilities  in 
New  York  City. 

CITICORP 
FACTORS,  INC. 

Provides  business  with 
full  credit  protection 
and  collection  services 
as  well  as  working 
capital  through 
accounts  receivable 
financing  and 
factoring. 

CITICORP 
INTERNATIONAL 
BANK,  LTD. 
(LONDON)  A  new 

world-wide  merchant 
bank,  involved  in 
syndication  of  inter- 
national loans,  under- 
writing and 
distribution  of 
Eurobonds,  merger 
acquisition,  and  other 
investment  banking 
activities. 

CITICORP 
LEASING,  INC.  and 
CITICORP  LEASING 
INTERNATIONAL,  INC. 

The  world's  largest 
leasing  organization, 
able  to  handle  almost 
any  equipment 
leasing  transaction. 


CITICORP  REALTY 
CONSULTANTS,  INC. 

Provides  a  broad 
range  of  real  estate 
appraisal  and  project 
planning  services. 

CITICORP 
SERVICES,  INC. 

Makes  First  National 
City  Travelers  Checks 
available  to  users 
around  the  world 
through  tens  of 
thousands  of  banks. 

CITICORP 
VENTURE  CAPITAL 
LTD.  Provides  long- 
term  equity  financing 
to  growing  businesses 
around  the  world. 

CRESAP, 

McCORMICK  AND 
PAGET  INC. 

Performs  management 
consulting  services  for 
commerce,  industry 
and  the  public  sector, 
worldwide. 

NATIONWIDE 
FINANCIAL 
SERVICES 
CORPORATION. 

A  finance  company 
serving  consumers 
directly  and  through 
retailers  in  14  states 
from  coast  to  coast. 

TRANSACTION 
TECHNOLOGY  INC. 

Developer  of  advanced 
systems  for  the 
payment  mechanisms 
of  the  future. 

And 

FIRST  NATIONAL 
CITY  BANK.  Citibank 
is  one  of  the  world's 
leading  banks  with 
branches,  subsidiaries 
and  affiliates  in  90 
countries. 


FIRST  NATIONAL  CITY  CORPORATION 


399  Park  Avenue,  New  York,  N.  Y.  10022 


And  Another  Division 
Bites  the  Dust! 


Some  companies  spend  their  years  acquiring. 
Olin  Corp.  seems  to  spend  its  years  divesting. 


The  1954  merger  that  created  to- 
day's Olin  Corp.  out  of  Olin  Indus- 
tries is  like  Leonardo  da  Vinci's  de- 
sign for  a  man-powered  aircraft:  a 
great  idea  on  paper,  but  it  could 
never  get  off  the  ground.  Olin's  earn- 
ings did  rise  from  $1.76  to  $2.52  a 
share  between  1962  and  1967,  only 
to  drop  back  to  $1.02  by  1971. 

Since  1954,  a  quartet  of  Olin  chief 
executives  have  sought  to  make  the 
merger  work  by  jettisoning  various 
parts  of  it.  Out  went  stockholdings  in 
missiles  and  atomic  research,  as  well 
as  production  of  cosmetics  and  re- 
tailing of  agriculture  products.  Drugs 
(Squibb)  was  spun  off  so  it  could  en- 
joy a  better  price/ earnings  ratio. 

Now  James  Towey,  57,  a  33-year 
Olin  employee  and  CEO  since  early 
1972,  is  setting  out  to  prove  that  his 
predecessors  simply  did  not  go  far 
enough:  What  Olin  really  needed  was 
to  get  rid  of  its  $168-million-sales 
aluminum  business. 

It  will  cost  a  pretty  penny  to  do  so. 
Late  last  year  Olin  wrote  off  $80  mil- 
lion, or  83.43  a  share,  in  anticipated 
losses  on  the  sale  of  the  aluminum 
business  plus  several  small  ventures. 
The  aluminum  division  lost  28  cents 
a  share  last  year,  vs.  Olin's  reported 
earnings  of  $1.26.  Towey  claims  to 
have  several  interested  companies 
looking  at  the  aluminum  operation, 
but  at  what  price  he's  not  saying. 

Olin  made  money  from  aluminum 
in  only  eight  of  the  past  17  years, 
and  in  the  past  decade  only  $19  mil- 
lion, vs.  total  losses  of  $32  million, 
which  includes  start-up  and  pre-op- 
erating  expenses.  The  aluminum  busi- 
ness was  always  tempting  Olin  chief 
executives  to  throw  good  money  af- 
ter bad;  all  told,  they  spent  $238  mil- 
lion trying  to  make  it  pay  off.  A 
seven-month  study  convinced  Towey, 


an  accountant  who  ran  Olin's  brass 
division  before  becoming  senior  vice 
president  in  1971,  that  he  had  no  al- 
ternative: "Aluminum  just  couldn't 
compete  for  capital  funds  with  our 
other  capital-intensive  businesses- 
brass,  chemicals  and  forest  products." 

And  after  that?  "Then,"  says  Tow- 
ey, "I  can  see  our  sustaining  some- 
thing over  10%  a  year  earnings 
growth  for  the  next  five  years." 


OLIN'S  ALBATROSS 

As  Olin's  aluminum  earnings  climbed 
into  the  black  in  the  mid-Sixties,  its 
earnings  bulged,  then  dropped  back 
as  aluminum  slid  into  the  red. 


Leonardo's 

muscle-powered 
flying  machine. 
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He  can,  diat  is,  if  he  can  fix  the 
company's  Winchester  Group  (main 
products:  sporting  arms  and  ammu- 
nition), which  last  year  yielded  23% 
of  Olin's  $l.l-billion  sales  but  only 
3%  of  its  earnings.  "Winchester  is  our 
big  turn-around  situation,"  says  Towey, 
explaining  that  though  it  lost  $1.3 
million  in  1971,  it  made  $43  million 
as  recently  as  1968.  "We  have  very 
little  of  that  money-losing  military 
business  left,  and  we  have  done  a 
good  job  in  recreation  products  with 
our  skis  and  sporting  equipment. 

"We  are  going  to  put  our  people 
and  our  money  where  we  have  a 
strong  competitive  position.  In  design 
chemicals,  for  example,  which  include 
Omalon  carpet  foundation,  urethane 
products  and  swimming  pool  chemi- 
cals. They  now  provide  50%  of  the 
profits  of  the  chemical  division,  which 
in  turn  provides  approximately  26%  of 
Olin's  total  profits  and  30%  of  its  sales. 
We  won't  be  dropping  commodities; 
we'll  just  be  putting  our  effort  behind 
such  specialty  lines  as  our  urethane 
products  and  our  Omalon  carpet  pad." 

Towey  is  optimistic  about  Olin's 
brass  and  forest  products  divisions, 
both  of  which  boast  the  strongest 
competitive  positions  of  any  of  Olin's 
operations.  In  forest  products,  source 
of  perhaps  16%  of  Olin's  sales  and 
nearly  one-third  its  earnings,  demand 
and  prices  are  rising  smartly,  while 
capacity  is  if  anything  shrinking,  so 
Olin  can  hardly  lose.  If  he  could  also 
turn  Winchester  around.  .  .  . 

But  it  is  also  a  fact  that  Olin's 
principal  remaining  businesses— foresl 
products,  chemicals,  brass  fabrication 
—can  be  every  bit  as  cyclical  as  alum 
inum.  So  there's  no  guaranteeing  thai 
a  few  years  from  now  one  of  Tow<\  'a 
successors  may  not  he  saying,  "Ah, 
if  only  we'd  gotten  rid  of.  .  .  ."  ■ 
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A  New  Capital  Market  is 
Shaping  Up— in  Tokyo 


The  Gathering  Momentum 

Of  late,  an  increasing  number  of 
corporate  money  men,  portfolio 
managers  and  public  finance  officials 
have  been  visiting  Tokyo.  But  why 
Tokyo?  Of  all  places?  Because  that's 
where  the  money  and  action  is. 
Tokyo  is  emerging,  potentially,  as 
the  third  largest  capital  market  of 
the  world. 

The  Tokyo  capital  market  is  now 
capable  of  raising  $11  billion  each 
year  in  industrial  and  financial  capi- 
tal -  $3  billion  through  equity 
financing  and  $8  billion  through 
debt  financing.  Within  a  few  years 
time,  its  volume  is  expected  to  grow 
to  $15  billion,  of  which  $3  to  $4.5 
billion  should  be  available  for  for- 
eign governments  and  corporations. 

Changing  Priorities 
and  Marketing  Practices 

In  the  course  of  such  a  development, 
the  nation's  priorities  and  her  mar- 
keting practices  have  outlived  their 
relevance.  Now,  changes  are  taking 
place  in  all  spheres.  And  very  rapid- 
ly. Not  just  ordinary  changes  but 
structural  and  far-reaching. 
Under  the  new  priorities,  Japan . 
opened  in  September,  1971  her 
securities  market  to  foreign  securi- 
ties firms  on  an  equal  footing  with 
their  Japanese  counterparts.  Prepara- 
tions are  being  made  for  listing 
foreign  stocks  on  Japanese  securities 
exchanges.  During  the  12-month 
period  since  the  government  lifted 
its  ban  on  the  purchase  of  foreign 
securities  in  July,  1971,  Japanese 
investors  bought  $500  million  worth 


of  foreign  stocks.  If  the  German 
experience  is  any  guide,  Japanese 
investors  may  eventually  invest  a 
sum  equivalent  to  5%  of  the  total 
market  value  of  the  shares  listed  on 
the  Tokyo  Stock  Exchange  or  $6 
billion  out  of  $120  billion  they  have 
invested  in  Japanese  stocks. 
During  the  20-month  period  from 
December,  1970  to  August,  1972, 
three  foreign  governments  and  two 
international  agencies  issued  bonds 
on  the  Tokyo  market  amounting  to 
$310  million.  Before  long,  the  bond 
market  will  become  accessible  to 
foreign  private  corporations. 

Where  Does  Nomura 
Stand? 

We  have  been  most  actively  involved 
in  bringing  about  these  changes. 
Nomura  is  a  general  securities  com- 
pany that  performs  the  overall  func- 
tions of  underwriter,  distributor, 
broker  and  dealer.  And  we  are  the 
oldest  in  our  field  in  Japan  and  the 
second  largest  in  the  world.  Serving 
us  are  95  domestic  branches,  three 
foreign-based  subsidiaries,  two  over- 
seas offices,  and  a  massive  research 
institute  -  the  largest  think-tank  in 
Japan. 

During  1970  Nomura  underwrote  13 
of  the  1 9  new  issues  priced  at 
market  price  -  a  new  practice  in 
Japan  pioneered  by  Nomura  -  and  6 
of  the  9  such  issues  during  1971. 
Nomura  was  manager  for  1  5  of  the 
26  issues  of  convertible  debentures. 
In  December,  1970  Nomura  acted  as 
managing  underwriter  of  the  ¥6 
billion  (approx.  $20  million)  bond 
issue    of    the    Asian    Development 


Bank;  it  has  managed  or  co-managed 
two  additional  yen-denominated 
bond  issues  of  the  same  bank 
(approx.  $32  million  each),  five 
World  Bank  issues  (approx.  $253 
million  in  total),  a  Quebec  Provincial 
Government  bond  (approx.  $32  mil- 
lion) and  an  Australian  Government 
bond  (approx.  $32  million). 
Nomura  accounted  for  32.1  percent 
of  the  total  volume  of  underwriting 
of  new  shares  offered  for  public 
subscription  in  1972. 

Research  — 

the  Underpinning 

of  Growth 

All  this,  on  top  of  ¥424.7  billion 
(approx.  $1.2  billion)  worth  of  bond 
offerings  which  Nomura  managed  or 
co-managed  during  the  same  year. 
Obviously,  a  performance  of  this 
magnitude  would  not  have  been 
possible  without  the  benefit  of  the 
highly  computerized  and  all-embrac- 
ing scientific  research  of  the  Nomura 
Research  Institute  of  Technology 
and  Economics  (NRI).  NRI  em- 
braces four  divisions,  staffed  with 
323  employees,  of  whom  170  are 
top-notch  research  specialists  in  in- 
dustry, economics,  engineering  and 
life  sciences.  NRI's  reports  are  an 
authoritative  source  drawn  upon  by 
a  large  number  of  corporations  and 
government  agencies. 
You,  too,  can  benefit  from 
Nomura's  resources.  A  conversation 
with  our  men  may  save  you  weeks 
of  travel  time,  months  of  research. 
Before  you  board  a  plane  for  Tokyo, 
talk  to  our  representative  in  your 
area. 


International  securities  and 
investment  banking 

NOMURA 

The  Nomura  Securities  Co.,  Ltd. 

THE  NOMURA  SECURITIES  CO.,  LTD.  HEAD  OFFICE:  9-1.1  -chome,  Nihonbashi,  Chuo-ku,  Tokyo.  Japan 

FRANKFURT  OFFICE:  6  Frankfurt  am  Main,  Schubertstrasse  1  .West  Germany   PARIS  OFFICE:  6,  RuedeBerri  75008.  Paris,  France 

NOMURA  SECURITIES  INTERNATIONAL,  INC.  HEAD  OFFICE:  100  Wall  Street,  New  York,  NY.  10005,  USA     LOS  ANGELES  OFFICE: 

Pacific  Mutual  Building  523,  West  Sixth  Street.  Los  Angeles.  California  90014.  U.S.A.    HONOLULU  OFFICE:  Castle  and  Cooke  Building, 

Suite  901,  Financial  Plaza  of  The  Pacific,  130  Merchant  Street,  Honolulu.  Hawaii  96813.  U.S.A.   NOMURA  EUROPE  N.V.  HEAD  OFFICE:  33-35 

Sarphatistraat,  Amsterdam,  The  Netherlands   LONDON  OFFICE:  31-45  Gresham  Street,,  London  EC.  2,  England 

NOMURA  INTERNATIONAL  (HONG  KONG)  LTD.  Luk  Hoi  Tong  Building,  6th  Floor,  31 ,  Queen's  Road  Central,  Hong  Kong 

BANGKOK  NOMURA  INTERNATIONAL  SECURITIES  CO..  LTD.  Room  102,  Bangkok  Insurance  Bujlding,  302Silom  Road,  Bangkok.  Thailand 
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a  longer  day,  a  longer  wee 

a  longer  week. 


For  2  billion  years,  Father 
Time's  system  couldn't  be  topped. 
Then  we  came  along. 

At  National  Car  Rental  we've 
expanded  the  day,  the  weekend, 
and  the  week.  And  we've  come 
up  with  a  better  way  of  keeping 
time.  Here's  how  it  works: 

The  26-hour  day.  Forget  the 
mad  dash  back  to  the  car  rental 
counter.  We've  now  eliminated 
the  worry  about  going  over  the 
24  -hour  mark  on  check-in  day. 

National's  made  the  check-in 
day  26  hours.  When  you  return 
the  car  you'll  be  allowed  up  to 
two  extra  hours  without  an  extra 
charge.*  So  you  have  more  time 
to  use  the  car.  And  a  lot  less  to 
worry  about. 

The  4-day  weekend.  Planning 
a  long  weekend?  Make  the  most 
of  it  by  picking  up  the  car  on 
Thursday  at  6  PM.  Keep  it  until 
Monday,  6  PM. 


Our  4-day  weekend  can  make  any 
weekend  a  mini-vacation. 

You  can  enjoy  the  4-day  week- 
end in  a  73  Buick  Century  or 
similar-sized  fine  car.  You  pay  a 
net  package  rate  of  just  $2 It 


AIRPORT 


Our  26-hour  day  can  eliminate  that  silly  rush  to  return  the  rental  car. 


(that  works  out  to  four  days  for 
the  price  of  three)  plus  12  <P  a 
mile.  We  pay  for  the  gas.  And  all 
we  ask  is  that  you  return  the  car 
to  the  city  where  you  rented  it. 

The  8-day  week.  With  our  8 
day  week  you  can  pick  up  the  car 
anytime  and  return  it 
eight  days  later.  The 
beauty  of  it  is  that 
most  week  vacations 
come  with  two  week- 
ends. (Let's  say  you 
fly  somewhere  and 
land  on  Saturday. 
The  car  is  yours  until 
Sunday  of  the  follow- 
ing weekend.) 

The  8-day  net  pack- 
age rate  is  $118*  for 
a  Pontiac  Le Mans,  Buick  Century 
or  similar-sized  car.  We'll 
throw  in  1000  free  miles  (12<P 
a  mile  after  that).  And 


we'll  give  you  the  first  tank  of 
gas.  All  we  ask  is  that  you  return 
the  car  to  the  renting  city* 

At  National  Car  Rental  we've  got 
the  world's  largest  fleet  of  new 
GM  cars,  a  sophisticated 
computerized  reservation  system, 


Our  8-day  week  gives  you  an  extra  day  to  see  the  sights. 


and  S&H  Green  Stamps  on  every 
U.S.  rental. 

Now  we  give  you  more  time 
for  your  money.  That's  something 
you'll  never  get  from  Father 
Time.  Or  from  our  competition. 

For  reservations  see  your 
travel  consultant  or  call 
800-328-4567A  toll  free. 


Home  of  the  26  hour  day. 
The  4  day  weekend. 
The  8  day  week. 


♦Available  at  participating  iocations  in  U.S.  cities.  t4-day  weekend  rate  not  available  in  non-participating  cities,  which  includes  Metro  New  York  City,  Miami.  I.as  Vegas,  ft  Ask  us  about  one-way  rend 

A  In  Minnesota  call  612-830-2345  collect.  ©National  Car  Rental  System,  Inc.,  1973  (in  Canada  it's  Tilden  Rent-A-Car). 


Over  Twenty-Fives:  Not  How  High,  But  How  Long 


In  spite  of  the  current  slide  in  stock  prices,  the  market 
averages  continue  to  be  buoyed  up  by  a  large  group  of 
stocks  selling  at  25  times  earnings  or  above.  Of  those  list- 
ed below  some  have  a  solid  history  of  investor  confidence 
(the  IBMs,  the  Xeroxes)  but  others  seem  to  have  been 
caught  in  the  updraft  of  the  latest  investor  fads— the 


energy  crisis  stocks,  for  example— that  may  or  may  not 
prove  enduring.  Just  how  fragile  their  position  can  be  is 
suggested  by  a  second  group  of  stocks— highflyers  cast 
down  from  their  highs  of  last  summer— some  because  in- 
vestor confidence  waned,  others  (the  mobile  home  group, 
for  example)  because  they  were  finally  found  out.  ■ 


Stock 
Price 


-6/30/72- 


Price /Earnings 
Ratio 


Recent 
Price 


Recent 

Price  /Earnings 

Ratio 


■Earnings  Per  Share- 


Latest 
12  Months 


%  Change 
vs.  1971 


Recent 
Yield 


The  Highflyers 


5-Year 

Price /Earnings 

Ratio 

High-Low 


American  Home  Prod.  106%  36  127  39 

AMP  98  47  1413/4  53 

ARA  173V2  41  1363/4  29 

Avon  Products  114%  60  130%  60 

Baxter  Laboratories  47%  66  533/8  69 


$3.24 
2.70 
4.68 
2.16 
0.77 


13% 

38 

19 

14 

13 


Black  &  Decker  101  49 

Burroughs  183%  45 

Chesebrough-Pond's  80%  41 

Walt  Disney  93 %  80 

Dun  &  Bradstreet  74%  31 


113V4 

225% 
86% 
943/4 
77% 


52 
48 
39 
66 
29 


2.20 
4.71 
2.20 
1.44 
2.63 


20 
17 
13 
41 
14 


1.5% 

0.5 

0.9 

1.1 

0.2 


0.9 
0.3 
1.3 
0.1 
2.2 


40-20 
49-16 
42-20 
65-34 
80-37 


54-20 
51-21 
42-19 
86-14 
31-19 


Eastman  Kodak 
Jack  Eckerd 
Emerson  Electric 
Gannett 
Halliburton 


132% 

341/4 
85% 
39% 
993/4 


49 
49 
34 
37 
30 


1373/4 
353/4 
931/4 
413/4 
134 


41 
42 
34 
36 
36 


3.39 
0.85 
2.72 
1.17 
3.75 


30 
39 
13 
16 
16 


1.0 
0.6 
1.3 
0.6 
0.8 


45-23 
56-14 
37-18 
38-11 
44-11 


Heublein 

Hewlett-Packard 

Howard  Johnson 

IBM 

Johnson  &  Johnson 


60% 
683/4 

27% 
392 
1223/4 


32 
66 
37 
40 
63 


51% 

84 

273/4 
423 
120% 


26 
58 
31 
38 
56 


1.98 
1.44 
0.90 
11.03 
2.15 


23 
64 
25 
18 
18 


1.8 
0.2 
0.6 
1.3 
0.4 


38-20 
66-21 
39-10 
49-25 
62-25 


Kerr-McGee 
S  S  Kresge 
Eli  Lilly 
Lubrizol 
Marriott 


52% 
423/4 
66% 
493/4 
35% 


29 
49 
43 
42 
60 


71% 
43% 
83% 
39% 
36 


34 
48 
45 
31 
53 


2.14 
0.90 
1.85 
1.30 
0.68 


21 
6 

30 
12 
33 


0.8 
0.4 
0.9 
1.1 


36-12 
57-18 
46-22 
49-18 
65-24 


J  Ray  McDermott 
McDonald's  Corp 
Merck 

Minnesota  Mining 
Motorola 


573/4 

59% 

773/4 

76% 

116% 


48 
78 
43 
39 
45 


67% 
62% 
94 
81% 

1113/4 


29 
68 
47 
38 
29 


2.35 

0.93E 

1.99 

2.17 

3.81 


94 
37 
14 
15 
61 


1.5 

1.3 

1.2 

0.6 


54-15 
83-19 
51-24 
41-21 
38-16 


J  C  Penney 
Perkin-Elmer 
Polaroid 

Procter  &  Gamble 
Rohm  &  Hass 


76% 
40% 
127% 
93% 
71% 


30 
53 
67 
28 
29 


91 

38% 
118% 
107 
106% 


34 
45 
91 
30 
29 


2.65 
0.85 
1.30 
3.54 
3.69 


8 

23 

-30 

22 

72 


1.2 

0.6 
0.3 
1.5 
0.8 


37-13 
62-14 
115-25 
34-15 
32-12 


Ryder  System 

Schlumberger  Ltd 

G  D  Sea He 

Texas  Instruments 

Upjohn 

Xerox 


41% 
67% 
95 

1683/4 

105% 
1503/4 


35 
41 
35 
51 
37 
54 


42 

91% 
113% 
172% 
119 
157% 


32 
47 
37 
40 
38 
50 


1.32 
1.94 
3.03 
4.34 
3.16 
3.16 


18 
23 
16 
42 
17 
17 


0.6 
0.5 
1.2 
0.5 
1.4 
0.5 


34-10 
51-12 
40-14 
50-23 
42-13 
65-27 


Back  to  Earth 


Brunswick 
Bunker-Ramo 
Centex 
Control  Data 
Fleetwood  Enterprises 


51% 
12 

26% 
73 

46% 


34 
57 
30 
32 
42 


26 

7% 
18% 
45% 
14% 


14 
13 
18 
12 
13 


$1.86 
0.56 
1.02 
3.93 
1.16 


36% 

522 

16 

66 

6 


E— Company   Estimate. 


09% 


0.8 


32  10 
192-13 
40-  9 
59-12 
37-  7 


General  Instrument 

28% 

43 

20% 

20 

1.00 

72 

_ 

92-20 

Holiday  Inns 

52% 

37 

31% 

23 

1.38 

1 

0.9 

41-15 

Skyline 

67 

38 

21% 

12 

1.78 

1 

1.1 

43-  8 

Winnebago  Industries 

46% 

70 

16 

21 

0.75 

34 

— 

79    7 

78 
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Introducing 

Multi  banking 


There  was  a  time  when  an  experienced  banker  could 
answer  almost  any  corporate  financial  need.  Not  so  today. 
Widely  varying  and  swiftly  changing  economic  conditions 
demand  a  new  depth  in  banking  service. 

So  we  created  Multibanking®,  a  new  approach  to  each 
individuahcorporate  account.  Multibanking  begins  when  a 
contact  officer  works  with  you  to  ideniify  your  special 
financial  need.  Choosing  from  Girard's  professional  staff, 
he  can  put  together  a  team  of  one  or  a  dozen  specialists  for 
expert  advice  and  fast  action. 

A  typical  Multibanking  team  might  include: 

John  Strong,  Vice  President,  Corporate  Services — heads 
a  department  highly  knowledgable  in  all  phases  of  cash 
management,  including  electronic  collection  systems. 

Jim  Feeney,  Vice  President,  National — supervises  skilled 
contact  officers  capable  of  creating  specialized  lending 
programs  to  meet  your  particular  financial  needs. 


Ray  Kasten,  Vice  President,  International — directs  a  corps 
of  Girard  international  officers  and  more  than  3,000  over- 
seas financial  correspondents  thoroughly  experienced  in 
foreign  banking  and  commerce. 

Girard  Multibanking  combines  the  close  personal  attention 
of  your  own  Girard  contact  officer  with  the  unique  skills 
of  financial  specialists. 

For  better,  quicker  service  and  better  financial  advice,  call 
GIRARD...  215-585-2904. 


G 


GIRARD  BANK 

FOIC 

PHILADELPHIA  •  LONDON  •  PARIS 

GIRARD  INTERNATIONAL  BANK  •  NEW  YORK 


Improved  Machinery  Co.  part  ol  Ingersoll-Rand 


Ingersoll-Rand- first  to  put  pollution  fighting 
on  wheels. 
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□  BUY 

□  RENT 

□  LEASE 

□  FINANCE 
through  IRFC 


Our  lakes  and  rivers  have  been  in  trouble  for  some  time.  Dis- 
solved chemicals  and  suspended  particles  kill  off  marine  life 
directly  or  by  oxygen  starvation.  Industries  and  municipalities 
are  well  aware  of  this,  and  are  making  a  big  effort  to  give  our 
waterways  a  new  lease  on  life. 

To  help  them  do  this,  our  subsidiary,  Improved  Machinery  Inc. 
put  pollution  fighting  on  wheels.  Since  1970,  the  IMPCO  mobile 
demonstration  and  testing  unit  has  visited  mills  across  the  na- 
tion, helping  them  by  recommending  the  proper  equipment  for 
removing  and  thickening  solid  particles. 

As  a  pioneer  in  recovery  and  recycling  systems  that  process 
millions  of  gallons  of  effluent  each  day,  IMPCO  has  already  done 
much  to  help  clean  up  the  nation's  waterways.  For  information, 
write  to  Ingersoll-Rand,  Dept.  FF-20,  Woodcliff  Lake,  N.J.  07675. 

1971-2071 

lj 0  Ingersoll-Rand 

HUM 

CENTURYI 


How  To  Live 
with  Inflation 


Unable  to  defeat  inflation, 

Brazil  learned  to  live  with  it. 

An  account  of  the  world's 

biggest  economic  boom  as  told 

by  one  of  its  architects, 

Mario  Henrique  Simonsen. 


Brazillian  Economist  Simonsen 

Where  once  depression  and  recessioir 
stalked  the  industrial  world,  the  great 
destroyer  today  is  inflation.  Fear  of  in- 
flation helped  nip  the  bull  market  so 
bravely  under  way  last  fall.  Unhap- 
pily, no  cures  have  been  found  that 
aren't  worse  than  the  disease. 

If  you  can't  cure  inflation,  how- 
ever, at  least  you  can  relieve  some  of 
the  pain.  That's  what  the  Brazilians 
have  found.  Inflation  continues  there, 
but  at  a  slower  rate.  The  country  that 
once  looked  as  though  it  had  a  ter- 
minal case  of  inflation  now  has  one  of 
the  fastest  growth  rates  in  the  world. 

When  the  present  military  dictator- 
ship took  over  in  1964,  Brazil  had  an 
annual  inflation  rate  of  87%  and  an 
economic  growth  rate  of  just  2.9%. 
Now  the  inflation  is  down  to  16%  and 
the  growth  rate  is  11%. 

The  generals  perhaps  deserve  some 
of  the  credit,  but  the  economic  ideas 
weren't  theirs.  A  37-year-old  econo- 
mist, Dr.  Mario  Henrique  Simonsen, 
gave  them  their  lectures  on  advanced 
economics  at  the  War  College  in  Rio 


de  Janeiro.  Forbes'  Geoffrey  Smith 
recently  interviewed  Simonsen. 

He  began  by  asking  Simonsen  why 
he  and  the  other  architects  of  Brazilian 
economic  policy  threw  away  the  stan- 
dard economics  textbooks.  "Because 
Brazil  had  such  an  historical  tradition 
of  inflation,"  he  replied.  "I'm  37  now, 
and  since  I  was  born  I  never  knew 
less  than  a  12%  inflation  rate!  So  if 
the  Minister  of  Finance  said,  'Well, 
from  now  on  you  won't  have  any  more 
inflation,'  nobody  would  believe!  And 
even  if  he  had  achieved  it  for  one  or 
two  years,  everybody  would  be  ex- 
pecting inflation  to  be  resumed,  and 
so  it  would  have. 

"Besides,  when  inflation  was  87% 
annually,  Brazil  could  not  just  use 
fiscal  policy  to  control  it,  because  the 
transition  would  have  been  terrible 
in  terms  of  unemployment,  recession 
and  rising  social  frustrations." 

So  you  decided  to  attack  the  symp- 
toms of  inflation  rather  than  its  causes, 
we  remarked.  "Yes,"  said  Simonsen, 
"I  would  say  we  have  neutralized  the 


effects  of  inflation  by  means  of  mone- 
tary correction  and  minidevaluation." 

Monetary  correction,  he  explained, 
simply  meant  a  periodic  way  to  ad- 
just interest  rates  and  the  terms  of 
most  commercial  contracts  to  ac- 
cepted price  indices.  Despite  still- 
rampant  inflation,  Brazilians  buy  gov- 
ernment bonds,  corporate  bonds  or 
put  their  money  in  savings  accounts 
because  they  are  guaranteed  their  in- 
terest plus  an  inflation  adjustment. 

"You  read  in  economics  textbooks 
that  inflation  discourages  savings,"  said 
Simonsen.  "But  the  country  today  is 
saving  around  22%  of  the  gross  na- 
tional product,  including  government, 
which  is  not  bad.  And  personal  sav- 
ings are  growing  at  9%  to  10%  a  year, 
which  isn't  bad  either."  In  the  U.S., 
by  contrast,  personal  savings  have 
shown  no  net  growth  in  three  years, 
and  gross  savings  come  to  just  14%  of 
the  GNP. 

Without  monetary  correction,  Si- 
monsen went  on,  a  16%  inflation  rate 
would  ordinarily  discourage  businesses 
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from  entering  long-term  contracts,  or 
banks  from  extending  long-term  mort- 
gage contracts,  or  builders  from  put- 
ting up  rental  housing  with  two-  or 
three-year  rental  leases.  But  not  in 
Brazil,  where  contractors  and  creditors 
are  guaranteed  a  return  that  will  not 
be  eroded  by  inflation. 

Brazil  also  instituted  minidevalua- 
tions,  lowering  the  value  of  its  cur- 
rency 1%  to  2%  each  month  or  so— a 
technique  dubbed  the  "crawling  peg," 
it  is  adjusted  so  frequently. 

"Before  then,  we  had  huge  devalua- 
tions every  six  months  or  so.  And 
terrific  speculation.  Just  after  every 
devaluation,  every  foreign  firm  tried 
to  borrow  abroad  on  a  six-month  ba- 
sis, so  interest  rates  went  way  down. 
Six  months  later  everybody  suspected 
that  a  new  devaluation  wasn't  going 
to  come,  so  then  everybody  tried  to 
borrow  locally  and  interest  rates 
went  way  up.  And  that  triggered  a 
credit  squeeze.  By  making  frequent, 
very  small  devaluations,  we  eliminat- 
ed all  this  speculation  and  relieved 
all  that  pressure  on  interest  rates.  It 
also  helped  us  turn  a  deficit  in  the 
balance  of  payments  into  a  surplus. 

"We  also  use  some  standard  meth- 
ods," Simonsen  went  on.  "We  now 
have  an  active  stock  market  and  good 
statistics— well,  let's  say,  reasonable 
statistics— and  this  permits  very  quick 
open-market  actions  by  the  Ministry 
of  Finance  and  the  Central  Bank." 

Hard  To  Prescribe 

But  doesn't  such  monetary  correc- 
tion merely  serve  to  reinforce  infla- 
tionary expectations? 

"Certainly,"  Simonsen  replied.  "This 
is  why  the  fall  in  the  inflation  rate  in 
Brazil  lias  been  small  in  the  last  few 

years.  When  we  were  discussing  this 
technique  in  the  late  Fifties,  it  was 
clear  thai  t lie  one  serious  problem 
with  all  of  these  devices  was  lliat  you 
Create   a   feedback   effect   on   inflation. 

You  have  inflation  today  because  you 
had  it  yesterday. 

"Well,   we  concluded   that    peipHu 
ating  inflation,  but  neutralizing  it  with 
this    system    of    feedbacks,    would    be 

iIk  lessei  ol  two  evils. 

"We  found  that  once  you  have  re 
duced  the  inflation  rate  from  20%  to 

If)',  it  is  easy  to  keep  it  at    L6f  because 

all  the  feedback  effects,  all  the  adjust- 
ments, are  no  longer  based  on  :!()'.  bill 
rather  on   \6%." 

We    reminded     Simonsen    that     the 

military  government's  ruthless  crack 

down  on  wages  had  also  played  a  role 
in  checking  inflation.   It  was  DO  SOCrel 

that     Brazilian    newspapers    were    not 

permitted  to  publish  certain  disturb- 
ing Statistics  lest   they  luel  liesh   \ 

demands.    Just    last    summei    World 

bank     president      Robert      MeiS.unai  a. 
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had  sharply  criticized  both  Brazil  and 
Mexico  because  income  concentration 
was  growing  in  both  countries  despite 
their  booming  economies. 

That  seemed  to  suggest  that  Simon- 
sen's  inflation  neutralizers  penalized 
the  average  Brazilian. 

"Well,  in  fact,  it  seems  that  con- 
centration of  income  has  been  increas- 
ing," Simonsen  conceded.  "But  in  some 
sense  that  was  inevitable.  When  you 
begin  to  have  a  high  rate  of  develop- 
ment, you  have  also  high  profits  in  the 
first  phase.  Just  as  you  had  in  the 
U.S.  This  is  normal. 

"Then  we've  had  all  this  demo- 
graphic explosion.  Our  population  is 
growing  at  2.9%  a  year,  and  those 
who  have  14  children  are  not  the 
rich!  So  you  have  a  sharp  increase 
in  the  supply  of  nonskilled  labor,  at  a 
time  when  there  is  an  enormous  de- 
mand for  skilled  labor  because  of  our 
high  rate  of  development.  Today  the 
difference  between  Brazil's  nonskilled 
and  skilled  labor  rates  is  fantastic. 

"The  easiest  way  to  cope  with  the 
problem  is  also  the  most  dangerous: 
To  be  generous  with  wages.  Chile  did 
this  in  1971  and  achieved  a  very  high 
rate  of  real  GNP  growth— 8.4%  a 
year.  With  increased  wages  you  get 
increased  consumption.  There  is 
growth  because  everybody  sells  every- 
thing. But  in  the  long  term  this  is  a 
disaster  because  you  fuel  inflation 
and  curtail  your  savings  capacity.  So 
you  cannot  continue  to  grow  because 
you  cannot  invest. 

"In  the  long  run,"  he  concluded, 
"the  best  solution  is  a  massive  adult 
literacy  program  and  an  educational 
program  on  birth  control,  which  we 
are  developing  now." 

m 

Disappearing  Floor? 

But  that  didn't  quite  answer  the 
question,  we  said.  What  about  the 
minimum  wage  in  Brazil.  It  hadn't 
gone  up  at  all  for  a  decade,  had  it? 

"Ten  years  ago  the  minimum  wage 
was  artificially  high  because  of  the 
unions,"  he  replied.  "In  agriculture 
and  in  nonunionized  businesses,  most 
people  got  much  less  than  the  mini- 
mum wage.  You  must  look  at  weighted 
average  wages. 

"In  real  terms,  average  wages  have 
risen  since  1964.  But  not  very  much. 
Perhaps  10%  in  real  terms.  You  are 
right.  We  had  to  use  very  strong 
wage  controls  along  with  a  credit 
squeeze  to  reduce  inflation  from  86% 
to  25%  by  1967.  And  it  was  very  un- 
popular 'because  real  average  wages 
were  going  down  from  1964  to  1967. 
So  you  see,  all  these  economic  mea- 
sures we  have  implemented  in  Brazil 
depend  on  a  strong  executive  power 
able  to  enforce  them." 

Are  you  saying  that  a  developing 
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nation  cannot  also  be  a  democracy, 
we  asked? 

"This  is  a  serious  question,"  Simon- 
sen  answered  thoughtfully.  "With  a 
freely  elected  president  you  could 
hardly  do  this.  It  would  be  very  diffi- 
cult. With  free  elections,  the  best 
thing  a  candidate  can  do  is  promise  to 
open  the  belt,  to  relieve  the  pressure. 
You  have  low  levels  of  education  and 
potential  demand  that  is  fantastic.  If 
you  promise  to  divide  the  cake,  to 
share  the  wealth,  you  get  a  big  fol- 
lowing." But  you  also  get  more  in- 
flation and  less  growth. 

"So  in  a  sense,  democracy  is  some- 
thing no  developing  nation  can  afford. 
Personally,  I  am  convinced  the  ideal 
political  model  for  Brazil  is  not  the 
U.S.  model.  For  at  least  20  years." 

Learning  Problem 

So  there  really  was  very  little  the 
U.S.  could  learn  from  the  Brazilian 
experience,  we  commented. 

"Well  you  cannot  employ  minide- 
valuations  because  you  are  a  reserve 
currency,"  Simonsen  answered.  "And 
you  cannot  adopt  a  wage  policy  like 
the  one  that  has  been  adopted  in  Bra- 
zil because  it  would  be  completely 
unfeasible  politically  for  you.  But  you 
could  adopt  some  type  of  monetary 
correction  on  the  fiscal  system. 

"Let's  say  you  have  two  basic  prob- 
lems," he  continued.  "You  have  the 
unions  that  nobody  can  control,  and 
the  problem  of  the  budgetary  deficit. 
Then,  as  a  result  of  these,  you  have 
inflation  and  a  deficit  trade  balance. 

"Personally,  I  don't  think  you  can 
avoid  wage  and  price  controls  in  the 
U.S.  today.  It  is  very  easy  to  fight  in- 
flation just  by  not  expanding  the  mon- 
ey supply  by  more  than,  say,  4%  a 
year.  We  know  that  eventually  infla- 
tion will  disappear.  But  if  you  hope 
to  avoid  enormous  rates  of  unemploy- 
ment or  recession,  which  politically 
you  cannot  have,  then  the  only  way 
is  controls. 

"But,  you  see,  you  do  not  have  to 
make  the  same  sacrifices  in  terms  ol 
standard  of  living  that  we  do,  or  that 
Japan  did.  You  have  already  grown. 
And  in  my  opinion  the  economic  pol- 
icies of  the  U.S.  are  not  growth-di- 
rected. They  are  welfare-directed. 
That's  a  logical  evolution,  I  think.  And 
thank  goodness!  If  your  economy  were 
growing  as  last  as  ours  is,  it  would  be 
quite  a  serious  problem  for  the  resl 
of  the  world!" 

All  in  all,  it  was  not   a  comforting 
interview.  To  hear  that  democrat 
Impractical    except     in    developed    ii.i 
dons.  To  hear  that  the  U.S.  may  have 
to  go  hack  to  controls.  We  found  our 
selves     hoping     that     Simonies     WIS 
wrong,   but    we   were   unable   to   coin 
pletely  disregard  what  lie  said.    ■ 
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William  Scott's  products  make  a 
lot  of  racket,  but  they  haven't  yet 
become  a  major  target  of  conserva- 
tionists and  ecologists.  Scott  is  presi- 
dent of  Outboard  Marine  Corp., 
which  gets  90%  of  its  earnings  from 
outboard  engines  and  stem-drives  and 
parts.  He  is  very  much  aware  that  his 
day,  too,  will  come.  So  Scott  is  push- 
ing ahead  with  Wankel  engines,  under 
license  from  Curtiss-Wright.  Outboard 
Marine  is  already  selling  Wankel-pow- 
ered  snowmobiles,  and  it  has  recent- 
ly unveiled  a  Wankel  outboard  rac- 
ing engine. 

"The  Wankel  is  a  less  bulky  en- 
gine," Scott  says,  "so  it  gives  us  more 
room  under  the  hood  for  baffling  ex- 
haust noises  as  well  as  reducing  air 
pollution."  And  once  mechanics  be- 
come familiar  with  it,  Scott  adds,  it 
should  also  be  more  reliable  and  eas-„ 
ier  to  service. 

Scott  doesn't  say  it,  but  the  Wankel 
may  also  enable  OMC  to  build  more 
power  into  its  portable  motors  and 
thus  grab  off  some  of  the  inboard  ma- 
rine business.  The  biggest  outboard 
now  delivers  150  horsepower  and 
weighs  250  pounds;  with  the  Wan- 
kel, OMC  may  be  able  to  go  over  200 
hp  for  the  same  weight. 

If  the  Wankel  has  so  many  poten- 
tial advantages,  why  isn't  OMC  pro- 
ducing it  in  a  big  way  right  now? 
"Because  the  state  of  the  art  in  the 


manufacturing  area  is  still  relatively 
primitive,"  says  Scott,  though  OMC 
did  produce  several  thousand  Wan- 
kel-powered  snowmobiles  this  winter, 
and  could  have  sold  many  more  than 
it  produced. 

OMC's  sales  of  conventional  out- 
boards  and  stern-drives  are  booming, 
topping  $290  million,  or  73%  of 
OMC's  $394-million  total  sales  in 
fiscal  1972.  For  two  years  now,  OMC 
hasn't  been  able  to  produce  enough 
engines  to  meet  the  demand.  Earn- 
ings last  year  were  up  23%,  to  $3.50 
a  share,  a  record. 

Is  saturation  coming?  "We've  been 
asked  that  question  for  the  past  15 
years,"  Scott  says.  "There  are  prob- 
ably about  7.5  million  outboards  in 
use  in  this  country  now,  but  new  states 
are  always  coming  into  the  market. 
Texas  loomed  out  of  nowhere  to  near 
the  top  of  the  market  in  sales  in  the 
past  few  years,  for  example." 

Scott  argues,  too,  that  the  fastest- 
growing  segment  of  the  population, 
the  25-to-44-year-old  age  group,  is 
also  the  segment  that  buys  most  out- 
boards. At  the  same  time,  the  re- 
placement market  is  beginning  to  grow 
rapidly.  Boat  owners  have  been  de- 
manding higher  powered  outboards 
for  water  skiing,  for  example.  And  as 
power  has  increased,  the  life  expec- 
tancy of  the  motors  has  decreased, 
because  big  motors  are  run  more  often 


Quiet ,  Please.  It's  outboard  noise, 
not  exhaust  that  has  bugged  the 
conservationists.  The  Wankel  will 
enable  OMC  to  replace  the  motor- 
boat's  high-pitched  whine  with  a 
muffled  deep-throated  roar. 


and  at  nearer  full  power  than  are 
small  motors. 

If  only  OMC  were  doing  as  well  on 
the  land  as  it  is  in  the  water,  Bill 
Scott's  cup  would  be  running  over. 
But  OMC  hasn't  fared  well  as  a  land- 
lubber. Its  snowmobile  division  lost 
49  cents  a  share  last  year.  There  are 
just  too  many  producers.  Scott  is  still 
waiting  for  the  shakeout  that  he 
thought  was  just  around  the  comer 
as  far  back  as  1968.  "It  will  come," 
he  insists,  "and  we'll  be  in  a  good  po- 
sition to  take  advantage  of  it." 

Then  there  is  the  Pioneer  chain-saw 
line,  on  which  OMC  lost  11  cents  a 
share  last  year.  The  problems  here  are 
in  engineering  and  production,  but 
Scott  believes  they  are  now  under 
control,  and  that  the  line  will  break 
even  this  year. 

There  is  one  more  squall  on  the 
horizon  that  might  trouble  OMC— the 
energy  crisis.  Who  will  want  to  go 
boating  if  gasoline  costs  a  dollar  a 
gallon?  Oh  well,  Scott  believes  that 
with  gas  at  a  dollar  a  gallon,  people 
will  have  more  need  than  ever  to  get 
away  from  it  all.   ■ 
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Faces  Behind  the  Figures 


Adelman  of  MIT 


Cracking  the  Oil  Cartel 

You've  read  about  the  energy  cri- 
sis. How  we  Americans  have  no 
choice  but  to  fatten  Arab  treasuries 
in  order  to  keep  our  cars  and  pow- 
er plants  running. 

It  is  a  fiction,  argues  Professor 
Morris  A.  Adelman  of  Massachu- 
setts Institute  of  Technology." 
"There's  no  world  oil  shortage," 
he  says,  "only  a  monopoly,  that 
could  and  ought  to  be  crushed." 

Adelman;  55,  has  taught  eco- 
nomics at  MIT  for  25  years  and 
has  written  several  books  and 
countless  articles  on  energy  eco- 
nomics. To  oilmen  he  is  the  devil's 
advocate— a  knowledgeable  outsid- 
er with  firm,  informed  and  usually 
controversial  opinions.  To  the  U.S. 
State  Department— unwilling  to 
ruffle  Arab  feathers— he  is  "a  class- 
room theoretician  who  lost  touch 
with  the  real  world  years  ago." 
What  Professor  Adelman  thinks 
about  the  State  Department  is 
even  less  complimentary. 

Adelman  is  not  blind  to  the  cur- 
rent temporary  shortages  of  fuel  oil 
and  other  refined  products  in  the 
U.S.,  nor  to  the  gradual  depletion 
of  U.S.  crude  reserves.  But  world- 
wide, he  contends,  and  he  cites 
facts  to  prove  it,  there  is  plenty  of 
oil— oil  that  is  already  in  production 
or  could  be  put  into  production  at 
little  added  cost.  And  the  reason, 
he  says,  that  that  oil  is  not  made 
available  and  that  crude  prices 
continue  to  rise  sharply  despite 
these  surplus  supplies,  is  that  then- 
is  a  worldwide  oil  cartel  in  opera- 
tion. A  cartel  created  by  the  oil 
companies,  the  governments  of  the 
oil-consuming  countries,  and  the 
producing  nations  through  the  Or- 
ganization of  Petroleum  Exporting 
Countries  (OPEC). 

That  happened  in  1970  and 
1971,  says  Adelman.  Until  then, 
Middle  East  crude  prices  had  been 
declining  for  a  dozen  years.  Hut 
in  1970  the  Libyans,  under  the 
threat  of  cutting  off  supplies,  de- 
manded higher  taxes.  At  that  point, 
says  Adelman,  the  U.S.  Govern- 
ment should  have  organized  the 
oil  companies  to  supply  any  com- 
panies cut  off  by  the  Libyans  and 
firmly  resisted  the  demands.  lint  no 
such  united  front  was  organized, 
and  the  Libyans  won.  That,  says 
Adelman,  was  a  signal  to  the 
OPEC  nations,  whose  previous 
attempts    to    get    tough    with    the 


oil   companies  had  largely  failed. 

At  negotiations  in  Tehran  a  few 
months  later  they  put  up  stiff  de- 
mands, got  little  or  no  resistance 
from  the  companies  or  the  State 
Department,  and  walked  away 
with  even  larger  increases  that  con- 
tinue each  year  through  1975. 
When  the  U.S.  dollar  was  devalued 
later  in  1971,  the  OPEC  nations 
again  demanded,  and  got,  still  an- 
other increase.  And  in  1972,  flex- 
ing their  muscles  still  more,  several 
OPEC  nations  went  on  to  win  par- 
ticipation agreements  from  the  oil 
companies  for  joint  ownership  of 
existing  concessions. 

In  agreeing  to  these  moves, 
Adelman  argues,  the  consuming 
countries— with  the  oil  companies 
as  partners— became  key  members 
of  a  giant,  price-fixing  cartel.  Per- 
sian Gulf  crude  costs  only  an  esti- 
mated 10  to  13  cents  per  barrel  to 
produce;  it  will  probably  cost  no 
more  than  20  cents  by  1980.  Yet 
because  of  those  steadily  rising 
host-country  taxes,  the  selling  price 
of  crude  loaded  in  the  Persian  Gulf 
has  gone  above  S2  per  barrel  and 
still  is  rising.  "The  companies  not 
only  gave  in,"  says  Adelman,  "but 
used  the  occasion  of  higher  taxes 
to  up  prices  enough  to  increase 
their  own  profit  margins." 

Is  there  any  hope  for  breaking 
up  the  cartel  now?  Adelman  doesn't 
offer  much.  The  oil  companies 
themselves  are  almost  powerless, 
he  says.  The  key  is  to  re-inject 
price  competition  into  the  crude 
oil  market,  and  that,  he  says,  can 
happen  only  if  the  U.S.  Govern- 
ment can  induce  U.S.  oil  compa- 
nies to  get  out  of  crude  oil  market- 
ing and  leave  the  OPEC  countries 
to  battle  it  out  with  one  another  in 
the  marketplace.  'Inevitably  there 
would  he  chiseling,  and  before  long 

tin'  cartel  would  tail  apart." 

The    chances    ol    anything    like 
that   happening  are  slim,   Adelman 
agrees,    lint    the   recent    nationalize 
tions    and    participation    deals    will 

put  the  host  governments  into 
crude  marketing  and  could  bring 

about  sharper  crude  pricing. 

The  State  Department  and  the 
oil     companies     naturally     bristle 

when  Adelman  talks  ol  a  cartel  and 
how  they  missed  the  c  Ii.uk  e  to 
crush  it.  They  send  at  his  ideas  ol 
how  OPE<  s  power  can  he  broken 
down.  Hut  il  his  ideas  have  a  slim 
chance    ol    working,    lor    now     the\ 

may  he  the  best  we  have.  ■ 
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1972  1971 

(Thousands  of  Dollars) 

NET  INCOME $105,964  $    91,624 

FINANCE 

Instalment  notes  receivable  $2,009,465  $1,828,783 

Net  income  (excluding  equity  in  net 

(loss)  of  Rental  and  Leasing) 63,273  56,509 

MERCHANDISING 

Net  sales  and  revenues $1,477,636  $1,330,292 

Net  income 31,585  29,047 

MANUFACTURING 

Net  sales  and  revenues $    154,793  $    131,126 

Net  income 11,800  10,010 

RENTAL  AND  LEASING 

Revenues  $    147,581  $    128,702 

Net  (loss) (748)  (4,259) 

Household's  equity  in  net  (loss) (694)  (3,942) 

PER  SHARE  DATA' 

Primary  earnings $        2.42  $        2.12 

Supplementary  primary  earnings 2.28  1.94 

Fully  diluted  earnings 2.08  1.80 

Dividends  declared  on  common  stock ...              .848  .80 


Percent 
Increase 


15.7% 

9.9% 
12.0 


11.1% 
8.7 


18.0% 
17.9 


14.7% 


17.5% 
15.6 
6.0 


AVERAGE  NUMBER  OF  COMMON 

SHARES  OUTSTANDING* 37,287  34,164  9.1% 

•Restated  for  3-for-2  common  stock  split  effected  in  1972.  Shares  outstanding  are  stated  in  thousands. 


Household  Finance  Corporation,  with  more  than 
$2,000,000,000  of  outstanding  customer  notes  receivable 
and  1,700  branch  lending  offices  in  the  United  States  and 
Canada,  is  the  largest  consumer  finance  company  spe- 
cializing in  personal  cash  loans.  Its  merchandising  busi- 
ness is  one  of  the  twenty  largest  in  the  United  States  with 
almost  $1,500,000,000  of  annual  sales  by  1,100  company- 
owned  and  to  3,500  franchised  retail  stores.  Its  diversified 
manufacturing  business,  with  23  plants  in  the  United 
States,  Canada,  the  United  Kingdom,  and  Italy,  has  annual 


sales  of  more  than  $150,000,000  in  such  consumer  prod- 
ucts as  Thermos  brand  vacuum  ware  and  Structo  bar- 
becue equipment,  as  well  as  a  range  of  quality  products 
for  commercial  markets.  Its  subsidiary,  National  Car 
Rental  System,  Inc.,  is  one  of  the  largest  car  rental  com- 
panies with  2,400  worldwide  rental  locations  and  is  also 
engaged  in  nationwide  truck  and  trailer  rental  and  leasing 
through  more  than  3,000  locations.  Household  and  its  sub- 
sidiaries employ  more  than  57,000  people. 


HOUSEHOLD  FINANCE  CORPORATION 

Prudential  Plaza,  Chicago,  Illinois  60601 

Annual  report  available  on  request. 


Faces  Behind  the  Figures 


Browne's  Bomb? 

Secor  A.  Browne,  the  retiring 
chairman  of  the  Civil  Aeronautics 
Hoard,  will  leave  behind  what  may 
be  a  time  bomb  for  his  successor. 
It  is  called  travel  group  charters 
(TGC),  and  the  whole  thing  was 
the  brainchild  of  the  56-year-old 
former  MIT  professor;  the  airlines 
themselves  and  most  of  the  CAB's 
staff  opposed  the  innovation. 

TGC  will  end  the  old,  much- 
violated  rule  limiting  charter  fares 
to  clubs,  schools  and  the  like.  It 
tries  to  give  everyone  access  to 
low-cost  charter  rates.  The  object 
is  to  bring  in  millions  of  new  cus- 
tomers who  do  not  now  travel  by 
air.  Says  Browne,  "You  can  call  this 
a  three-year  experiment  with  the 
goal  of  expanding  both  the  charter 
and  schedule  markets." 

The  months  since  the  program 
was  announced  last  September 
have  produced  no  stampede,  per- 
haps because  of  the  restrictions  on 
the  program.  Only  a  travel  tour 
organizer  may  offer  the  special 
fares,  which  must  be  paid  in  cash 
90  days  in  advance  and  are  non- 
refundable. A  group  may  stay  only 
ten  days  overseas,  seven  in  the 
U.S.,  and  must  return  intact.  And 
while  the  airlines  offered  TGC 
plans  to  avoid  being  beaten  by  the 
competition— $200    to    Hawaii    by 


Browne  of  the  CAB 


United,  $190  to  London  by  Pan 
Am— the  same  airlines  are  also 
fighting  the  TGC  edict  in  court. 
"You  just  have  to  wait  for  the 
public  to  accept  the  idea,"  says 
Browne.  "When  they  see  others 
using  travel  groups,  they'll  join  in." 
The  danger  in  TGC  is  that  it 
may  hurt  existing  markets  as  well 
as  create  new  ones.  Take  the  cur- 
rent TGC  restrictions  on  payment, 


length  of  stay  and  the  like:  Browne 
considers  them  the  "safety  valves" 
of  the  program.  But  if  they  are 
liberalized,  won't  that  increase  the 
likelihood  of  diverting  people  from 
scheduled  flights?  In  that  case, 
TGC  becomes  merely  a  thinly  dis- 
guised form  of  rate-cutting,  which 
is  the  last  thing  the  airlines  need. 

Browne's  answer:  "I  don't  think 
anybody  has  the  answer  to  that."  ■ 


Hulse  of  Southern  Airways 


Exposure 

Last  November,  when  three  sky- 
jackers grabbed  a  Southern  Airways 
plane,  ripped  off  $2  million  in  ran- 
som and  flew  off  to  Cuba,  South- 
ern's president-founder  Frank  W. 
Hulse,  60,  was  only  too  aware  that 
they  could  have  bankrupted  the 
company  as  well.  There  were  cov- 
enants in  Southern's  long-term  debt 
prohibiting  more  borrowing;  and 
the  company  sometimes  had  trou- 
ble paying  off  on  time  as  it  was. 

But  covenants  or  no,  the  ransom 
money  had  to  be  raised  somewhere. 
"The  borrowing  was  approved  by 
all  our  bankers,"  says  Hulse,  "and 
there  was  never  any  question  of 
writing  it  off  as  a  bad  account." 
But  the  ransom  did  convert  South- 
ern's expected  1972  profit,  its  first 
since  1966,  into  a  $400,000  loss. 

One  of  only  two  airline  founders 
still  running  their  outfits-Tom  Da- 
vis of  Piedmont  is  the  other-Frank 
Hulse  started  Southern  on  a  shoe- 


string, kept  it  airborne  despite  a 
host  of  problems,  including  one  of 
the  longest  (27  months)  strikes  in 
U.S.  airline  history.  But  things  are 
looking  up  now.  Hulse  has  set  up 
a  $39-million  borrowing  that  will, 
among  other  things,  let  it  buy  13 
DC-9s  from  Delta.  "We're  on  our 
way,"  he  says.  "Deficits  from  oper- 
ating new  routes  and  introducing 
new  aircraft  are  behind  us.  Both 
1973  and  1974  look  profitable." 

Of  course,  the  interest  on  that 
$2-million  ransom  is  over  $120,000 
a  year,  no  trifle  for  a  coinpam 
with  a  $37-milli0I]  debt  and  only 
$1.6     million     in     operating     profit 

last  year,  but  there's  a  chance  thai 

(lie  ransom,  which   was  confiscated 

by  the  Cuban  government,  will  be 
returned.  And  the  skyjacking  maj 

have  had  an  unexpected  benefit 
"Our     bookings     in     January     wen 

ahead  oi  last  yeai  despite  verj  bad 

weather,"  says  lbilse.  "\la\be  mme 

people  have  heard  oi  us.  Id  s.i\ 
we  goi  more  exposure."  ■ 
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Our  ball  will  go 
as  far  as  you  can  hit  it 


It's  incredible  how  similar  golf  ball  ads  are.  They  should  be.  All 
golf  balls  with  a  rubber  cover  are  virtually  the  same;  balls  with 
Surlyn^  covers  have  like  characteristics  too. 

Each  company  tries  to  make  its  ball  seem  somehow  different.  But 
words  like  "longer,"  "click,"  "feel,"  "improved,"  just  don't  ring 
true  when  everyone  is  using  them. 

Unfortunately,  whatever  ball  you  hit  will  only  go  as  far  as  you  hit 
it.  And  that  distance  depends  on  how  good  your  swing  is.  Your 
Pro  can  sell  you  an  excellent  golf  ball,  but  remember  he  can  also 
help  you  hit  it  properly. 

The  next  time  you're  asked  to  tee  it  up  with  a  four-color  aerody- 
namics expert  with  new  dimples  in  a  time-lapse  wind  tunnel,  think 
of  us.  We're  able  to  put  two  excellent  brand  names  on  the  golf 
balls  we  manufacture  because  we  too  can  honestly  make  those 
strong  claims.  But  we  like  making  our  claims  in  a  different  way 
because  we  want  you  to  begin  to  see  that  our  company  is  different, 
our  products  are  different.  And  that  should  make  a  difference 
to  you. 


#>.# 


(Pa&msvi,  FirstmigMt> 

I 


Maybe  we  should  say,  "NOW  THERE  ARE  FOURTEEN  REALLY 
GREAT  GOLF  BALLS  —  WE  MADE  ANOTHER  DOZEN  THIS 
MORNING!" 


(hnolffSj^m^First  Flights 

cfcxkster  I  NOfZi 


qolFcoMpANy we're  cJiIterent 


Faces  Behind  the  Figures 


The  Reality  Loophole? 

Harvey  Kapnick,  chairman  of 
Chicago's  influential  Arthur  Ander- 
sen &  Co.,  is  the  latest  to  speak  up 
for  radical  reform  in  corporate  fi- 
nancial reporting.  Company  re- 
ports, says  Kapnick,  "don't  tell  an 
investor  what  he  wants  to  know— 
what  his  company  has  got  that  is 
valuable  to  him  in  producing  a 
stream  of  earnings." 

What's  misleading,  says  Kapnick, 
is  that  companies  list  at  cost  assets 
that  may  be  worth  more  or  less 
than  cost:  "What  we're  doing  now 
is  creating  assets  on  the  financial 
statements  that  later  we'll  have  to 
write  off,  because  they  really  had 
no  economic  value  to  begin  with." 
Like  what?  Like  costly  plants  that 
never  earn  much  money. 

And  how  would  judging  assets 
by  value  rather  than  by  cost  affect 
balance  sheets?  "We  think  more 
plant  would  be  written  down  than 
written  up,"  he  declares,  "because 
if  you  say,  What  is  the  economic 
value  of  this  plant?  you're  asking 
whether  it  will  be  useful  over  a 
period  of  years.  Maybe  from  an 
economic  viewpoint  it  should  be 
written  off  now. 


"I  would  say,  these  assets  are 
exchangeable  at  some  market  val- 
ue. I  would  say  assets  I  could  not 
exchange  had  no  value.  On  the  lia- 
bility side  I  would  put  all  commit- 
ments: Many  leases,  for  instance, 
create  more  obligations  than  debt 
instruments.  I  would  get  to  a  finan- 
cial statement  with  no  intangibles, 
because  intangibles  have  no  value 
apart  from  the  operation.  You 
would  then  have  a  financial  state- 
ment with  nothing  but  economic 
values  and  liabilities." 

Wouldn't  this  open  the  way  for 
manipulation  by  managements? 
Not  at  all,  Kapnick  insists.  It's  the 
present  system  of  accounting,  he 
declares,  that  makes  it  easy  to  ma- 
nipulate earnings.  He  cites  exam- 
ples: Say  a  company  has  securities 
it  bought  at  $100  a  share.  They 
reached  $500  a  year  ago;  they're 
at  $500  now.  Under  the  present 
system,  the  company  can  take  into 
earnings  any  part  of  the  apprecia- 
tion it  chooses— in  a  year,  for  ex- 
ample, when  it  wants  to  hypo  lag- 
ging earnings.  Under  Kapnick's 
system,  he  says,  the  company  would 
have  to  take  the  appreciation  into 
earnings  when  it  occurred. 

Another   example:    an    oil   find. 


Kapnick  of  Arthur  Andersen 

The  cost  of  exploration  and  drilling 
was  "minimal."  The  known  reserves 
are  worth  hundreds  of  millions. 
Under  the  present  system,  says 
Kapnick,  the  company  takes  into 
earnings  only  what  it  chooses  to 
when  it  chooses  to.  Under  his  sys- 
tem, that  find  would  be  considered 
a  sharp  increase  in  assets.  ■ 


King-Sized  Opportunity 

After  six  years  on  the  White 
House  Staff  in  the  Kennedy  and 
Johnson  Administrations,  Henry  H. 
Wilson,  a  North  Carolina-born  law- 
yer, had  gotten  used  to  living  in  a 
pretty  big  pond.  "I  wanted  a  job," 
he  says,  "one  that  dealt  with  mat- 
ters of  importance."  And  that 
wasn't  the  kind  of  job  the  Chicago 
Board  of  Trade  had  to  offer  six 
years  ago. 

When  he  took  on  the  presidency, 
Wilson  made  up  his  mind  to  turn 
the  125-year-old  commodities  ex- 
change into  one  of  the  country's 
more  prestigious  and  influential 
economic  forces.  He  asked  for  com- 
plete reorganization  of  the  Board's 
administrative  structure  to  increase 
the  role,  power  and  prestige  of  the 
president  and  his  staff.  He  also 
asked  for  a  prestigious  salary— 
$100,000  vs.  the  reported  $35,000 
paid  his  predecessor. 

Wilson,  now  51,  got  what  he 
wanted.  When  he  took  over,  the 
Board  of  Trade  was  already  the 
U.S.'  largest  commodities  market, 
handling   61%  of  all   U.S.   futures 


Wilson  of  the  Chicago  Board  of  Trade 


trading.  Since  then,  trading  volume 
has  almost  doubled.  Besides  revis- 
ing and  updating  the  Board's  old 
futures  contracts,  Wilson  has  add- 
ed four  new  ones— in  plywood,  iced 
broilers,  silver  and  stud  lumber, 
and  he  is  currently  establishing  the 
Chicago  Board  Options  Exchange 
to  provide  a  central  market  for 
puts  and  calls. 

"In  the  early  days,"  Wilson  says, 
"it  was  thought  that  the  only  kind 
of  products  appropriate  for  futures 
trading  were  crops,  because  ol 
their   cyclically.    Then    metals    and 

plywood   proved   it    doesn't    even 

have  to  he  crops,  and  with  stock 
options  we  are  proving  it  doesn't 
even  have  to  he  anything  physical." 
In  fact,  Wilson  has  a  contract 
market  in  gold  waiting  in  the  wings 
in   the   event   Congress  once   again 

permits  U.S.  citizens  to  own  gold, 

and  he  is  looking  into  the  possihiliU 

of  establishing  a  futures  market  in 

mortgages,  both  public  and  private. 
Hut    Wilson    ma\    not    DC   around 

then.  He  concedes  that  he  is  <  on 

sideling  running  in  M)7  1  loi  the 
Senate  seat  in  North  Carolina  now 
held  by  Sain  Krvin.  76.  ■ 
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SPORTSMEN! 

!  we'll  bet  you 
cen  find  lour 
books  on  this 
page  you'd  like 
to  own. 


We'll  send  you  the  four  books  you  want  for  a  dollar 
(plus  postage  and  handling)  if  you'll  agree  to  become 
a  member  of  the  Field  &  Stream  Book  Club  and  buy 
four  more  books  during  the  coming  year. 


.s  a  member  you'll  receive  newsletters  offering  you  the  best  of 
today's  outdoor  books  at  considerable  savings.  Many  of  the  books  shown 
here  have  been  club  selections,  so  they'll  give  you  an  idea  of  the  scope 
of  our  selections.  Forthcoming  selections  cover  upland  game  hunting, 
trout  fishing,  deer  hunting,  blue-water  fishing,  surf  casting,  and  much 
more.  All  the  subjects  that  appeal  to  you  as  an  outdoorsman.  You'll 
share  in  the  savings  from  large  club  editions,  and  find  this  is  an 
economical  way  to  build  a  great  sporting  library. 


wM 


0011-6 

Borvhunting  for  Deer  by  H .  R . 
"Dutch"  Wambold  A  scien 
tific  and  practical  guide  to 
hunting  and  stalking.  Pub. 
retail:  S5  95 


* 


0025-6 

Streamer  Fly  Tying  end  Fish- 
ing by  Joe  Bates  Jr.  Instruc- 
tions lor  over  300  flies  and 
bucktails  Pub  retail;  S7  95 


/T 


^\ 


HERE  SHOW 
THE  CLUB  OPERATES 


•  Each  month  (after  your  initial 
shipment),  you'll  receive  a  Club 
Newsletter  completely  describing 
the  coming  selection,  which  you 
may  accept  or  reject. 

•  If  you  want  the  book,  you  do 
nothing  — it  will  be  shipped  to  you 
automatically.  If  you  do  not 
want  a  book,  you  simply  return  a 
dated  form  which  is  always  pro- 
vided. 

•To  retain  full  membership  pri- 
vileges, you  need  accept  only 
four    additional    books    a    year. 

•  Even  after  you  receive  a  book, 
you  still  have  the  privilege  of 
examining  it  for  10  days  and  re- 
turning it  without  obligation, 
should  you  decide  not  to  keep  it. 

•  Mail  the  accompanying  Reser- 
vation Certificate  — without  de- 
lay—  to  receive  your  four  best- 
sellers for  only  $1,  plus  postage 
&   handling. 

•  You  may  resign  from  the  club  at 
any  time  after  your  initial  agree- 
ment is  fulfilled. 


0040-X 
Matching  the  Hatch  by  Er- 
nest Schweibert  The  one  au 
( nor  native ,  practical  etomol 
ogy  of  American  Trout 
stream  insects  Pub.  retail: 
$7.50. 


Ill  vriMJi**1 
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0046-9 

Hunting  Jlog  Know  Hon  by 
Oavid  M  Duff ey  A  complete 
guide  to  preparing  your  bird 
dog  for  the  field  Pub  retail: 
$595       . 


l-ishlo 


0044-2 

Fishiest  Oars.  Angling 
Nights  by  Sparse  Gray 
Hackle.  Trout  fishing  s  poet 
laureate  accounts  the  hal- 
cyon days  of  Catskill  fly  fish- 
ing. Pub  retail:  S7.50. 


5 
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0051-5 

The  Upland  Shooting  Life  by 
George  Evans  A  delightful 
account  of  the  guns.  dogs, 
covers  and  birds  that  are  the 
author's  life.  Pub  retail 
$10.00 


«jS» 
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0020-5 

Home  Book  of  Smoke-Cook- 
ing Meat.  Fish  S  Came  by 
Sleight  &  Hull  How  to  en 
hance  and  preserve  the  fla- 
vor of  food  Pub  retail: 
$795 


0024-8 

AtlanticSalmon  Flies  &  Fish- 
ing  by  Joe  Bates  Jr.  New  tac- 
tics and  a  master  guide  to 
salmon  flies.  Pub.  retail: 
$1495 


0021-3 

A  Book  of  Trout  Flies  by  Pres- 
ton J  Jennings.  The  classic 
American  entomology  of 
trout-stream  insects.  Pub. 
retail:  $7.50. 


0023-X 
Grouse  and  Grouse  Hunting 
by  Frank  Woolner  The  his- 
tory, habits,  habitat  and 
methods  of  hunting  a  great 
game  bird.  Pub.  retail:  $7.50. 


Fishing 

Dry  r^ 

Living  I"""* 


0045-0 

Fishing  the  Dry  Fly  as  a  L  iving 
Insect  by  Leonard  Wright. 
The  first  major  treatment  of 
the  importance  of  the  caddis 
fly  to  the  trout  fisherman. 
Pub  retail:  $6.95. 


0014-0 

A  Modern  Dry-Fly  Code  by 
Vincent  C.  Marinaro.  A  mod- 
em  classic  on  fishing  the  dry 
fly  in  limestone  streams. 
Pub.  retail:  $10.00. 


0026-4 

Art  Flick's  New  Streemside 
Guide  T  he  most  valuable  ref- 
erence work  for  the  trout  an- 
gler.  Pub.  retail:  $4.95. 


0015-9 

Gourmet  Cooking  for  Free  by 
Angier.  Free  for -the  fixing 
wild  game,  fish,  plants  and 

300  ways  to  serve  them  Pub 
retail:  $4.95. 


COOKING 

OVER 

CPAIS 


0053-1 

Cooking  Oner  Coals  by  Mel 
Marshall.  An  Outdoor  smart  s 
guide  for  preparing  fish  and 
game  on  the  open  fire.  Pub. 
retail:  $8.95. 


cr 
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0018-3 

Stories  of  The  Old  Duck  Hunt- 
ers S  Other  Drivel  by  Mac- 
Quarrie  &  Taylor.  19  warm 
and  hilarious  tales  of  outdoor 
life  Pub.  retail:  S5.95. 


!•     Remembrances 
t  °r 

■;         ,}./.;    Past 


0052-3 

Remembrances  of  Rivers 
Past  by  Ernest  Schweibert. 
An  angler's  Odyssey  to  the 
great  rivers  of  the  world  by  a 
great  writer.  Pub.  retail: 
$6.95. 


The  Field  &  Stream  Book  Club 

MEMBERSHIP  APPLICATION 

YES!  Please  enroll  me  as  a  member  in  the  FIELD  &  STREAM  BOOK  CLUB,  and 
send  me  the  4  books  I  have  indicated  above— for  only  $1.00,  plus  postage  and  han- 
dling! ( Send  no  money  now,  we'll  bfll  you  later. ) 

I  understand  that  as  a  member,  I  will  receive  an  advance  monthly  description  of 
each  new  Club  selection.  I  may  either  refuse  any  selection,  simply  by  returning  the 
convenient  card  always  provided;  or,  if  I  wish  to  receive  it  for  10  days  examination,  I 
need -do  nothing,  and  the  book  will  be  sent  automatically.  For  each  selection  I  decide  to 
keep,  I  will  pay  only  the  low  members'  price  plus  postage  and  handling.  My  only  obli- 
gation as  a  trial  member  is  to  purchase  as  few  as  4  of  the  more  than  18  selections  or 
alternates  the  editors  will  make  available  to  me  during  the  coming  year. 


The  FIELD  &  STREAM  BOOK  CLUB 
511  Federal  St.  •  Marion,  Ohio  43302 


Dept.  0573 


Please  send  me  these  books: 

Name 

Address 

City                                                   State                                     Zip 

'   -£;£'..",.':■; 


Zi^K-~    w  ■ 
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TAe  Spring  Flower  Egg   •    Imperial  Easter  Egg  presented  to  Czarina  Marie  Feodorovna  by  her 
husband,  Alexander  III,  Czar  of  All  the  Russias  •  From  the  Forbes  Magazine  Collection  of  Faberge 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 


Forbes  knows 


The  Funds 


Watchdog  of  Offshore  Investing 


Got  any  money  tucked  away  in  a 
little  offshore  haven  where  inher- 
itance taxes  don't  exist?  Ever  been 
tempted  to  fill  your  wallet  with 
hundred-dollar  bills  and  traveler's 
checks,  fly  to  Geneva  and  open 
a  numbered  account?  Have  you 
felt  jittery  about  those  dollar  de- 
valuations? Did  you  take  a  beating 
when  Investors  Overseas  Service 
and  its  ilk  hit  the  fan? 

Your  answer  may  be  a  morally 
indignant  "No!"  But  for  hundreds 
of  thousands  of  Americans— many 
of  them  U.S.  citizens  resident  over- 
seas—the offshore  world  is  an  in- 
vestment reality.  It's  a  reality  for 
Wall  Street,  too.  One  1971  Secur- 
ities &  Exchange  Commission  ad- 
visory committee  reported  that  off- 
shore funds  probably  had  $3  bil- 
lion invested  in  U.S.  stocks. 

Isn't  offshore  immoral?  The  word 
is  often  rightly  a  euphemism  for 
"unregulated";  its  connotations  are 
IOS  and  Gramco.  But  offshore  has 
its  respectable  side,  too.  American 
Express  sells  its  $16-million-assets, 
Luxembourg-registered  Interna- 
tional Fund  without  blushing; 
Chase  Manhattan  started  Cana- 
dian-registered Chase  Selection 
Fund,  which  now  manages  $60 
million  in  assets  and  lists  itself  as 
an  offshore  fund.  Dreyfus  has  two 
offshore  funds  managing  $32  mil- 
lion. Putnam  Management  is  ready- 
ing a  new  one  {see  story  below)  ." 
And  what  do  all  those  offshore 
branches  of  major  U.S.  banks  ac- 
tually do  in  places  like  the  Channel 
Islands  and  the  Caribbean?  Not 
just  cash  traveler's  checks. 

Noel  Fox,  U.S. -born  edftor  of 
Portfolio,  a  Copenhagen-based  off- 
shore investment  magazine,  is  wag- 
ing a  one-man  offshore  cleanup 
campaign  that  has  brought  in  men 
and. money  from  Dreyfus,  Ameri- 
can Express,  London  merchant 
bankers  Singer  &  Friedlander  and 
others  to  form  a  nucleus,  the  Inves- 
tors Protective  Association  (IPA), 
to  begin  to  check  out  the  offshore 
funds. 

IPA  already  has  London  accoun- 
tants .Cooper  &  Lybrand  checking 
into  offshore  funds,  and  runs  a  tal- 
ly showing  only  11  funds  with  a 
"thumbs  up"  approval,  including 
the  American  Express  and  Dreyfus 
funds,  Fidelity  Pacific,  Guardian 
Growth  and  Japan  Selection.  An- 


other 50  funds  have  got  "thumbs 
down,"  including  names  like  Fund 
of  Funds,  Capital  Growth  and  Fine 
Arts  Fund.  "But,"  says  Fox,  "the 
only  source  for  information  is  the 
funds  themselves,  and  the  best  we 
can  do  is  give  a  thumbs  up  if  dis- 
closure meets  accepted  norms,  if 
the  fund  submits  its  financial  state- 
ments to  an  independent  audit  once 
a  year  and  supplies  Cooper  &  Ly- 
brand with  the  information  they 
ask  for.  It's  not  much,  yet,"  Fox  ad- 
mits, "but  it's  a  beginning." 

Last  year,  in  Paris,  the  Organiza- 
tion for  Economic  Cooperation  & 
Development  (OECD),  a  quasi-in- 
tergovernmental agency,  produced 
some  operating  standards  for  "in- 
stitutions for  collective  investment 
in  securities."  Bankers  and  invest- 
ment experts— many  from  the  coun- 
tries where  offshore  funds  sales- 
men have  flourished— worked  with 
OECD  in  coming  up  with  recom- 
mendations governing  advertising, 
management  fees,  redemptions. 

"But  it's  no  use  writing  tough 
laws  on  what  fund  salesmen  can  or 
cannot  do.  That  phase  of  offshore 
has  passed.  IPA  has  to  be  aware  of 
preventive  medicine,  advising  the 
governments  what  to  anticipate," 
says  Fox. 

Even  the  SEC  is  cooling  off  to 
the  idea  of  bringing  offshore  funds 
onshore,  says  Fox.  "For  the  funds 
themselves,  SEC  registration  is 
an  expensive  proposition,  and  they 
lose  their  global  management  and 
investment  flexibility.  And  the  SEC 
admits  that  'requirements  for  inves- 
tor protection  should  serve  to  facili- 
tate, rather  than  impede,  the  free 


flow  of  capital  between  countries.' " 

Fox  adds:  "There's  probably  $40 
billion  floating  offshore,  half  of  it 
in  funds.  Right  now  there  is  capital 
'flight'  from  Sweden,  Italy— a  lot 
from  France  because  of  the  elec- 
tion jitters.  This  isn't  morality.  It  is 
political  and  economic  reality." 

The  investment  world  generally 
is  moving  offshore,  Fox  believes. 
"Take  insurance.  It  won't  be  too 
long  before  insurance  companies— 
ITT,  for  example,  bought  up  Ab- 
bey Life  in  Britain— will  be  global 
and  able  to  write  insurance  glob- 
ally. But  insurance  companies  are 
beginning  to  see  the  light  of  day 
where  investment  is  concerned:  In 
many  countries  where  it  is  not  legal 
for  fund  salesmen  to  sell  anything, 
it  is  legal  for  insurance  salesmen  to 
sell  funds." 

The  U.S.  is  talking  of  freeing 
capital  movements  by  the  end  of 
next  year.  Billions  of  dollars.  Money 
is  moving  around  looking  for  global 
investment  opportunities.  But  there 
is  little  control  yet  on  what  does 
happen  offshore.  The  potential  for 
another  series  of  IOS-like  disasters 
in  the  Seventies  looms  large. 

"Maybe  all  those  international 
magazines  and  world-famous  news- 
papers that  took  all  that  lovely  ad- 
vertising—without taking  any  re- 
sponsibility for  the  accuracy  of  the 
statements  they  contained— will  be 
a  little  more  sophisticated  this  time. 
Maybe  the  investor  will,  too,"  says 
Fox  optimistically. 

But  when  people  move  money 
in  a  hurry— sometimes  because 
they're  scared,  oftentimes  when 
they  shouldn't  be— it's  a  field  day 
for  operators. 

The  offshore  waters  are  still  full 
of  sharks.  ■ 


Mutual  Fund  without  a  Country 


U.S.  investors  have  obviously 
soured  on  mutual  funds,  at  least 
temporarily,  but  like  a  number  of 
other  U.S. -based  outfits  (see  story 
above),  the  enterprising  Putnam 
Management  Co.  of  Boston,  a  sub- 
sidiary of  Marlennan  Corp.,  is  bet- 
ting that  European  investors  have 
not.  It  is  preparing  a  new  fund 
product  that  it  hopes  will  especial- 
ly appeal  to  foreign  investors.  No, 
Putnam  is  not  going  to  try  to  bring 
the  foreigners  into  the  U.S.  stock 
market;    it    is    all    too   aware   that 


Bernie  Cornfeld  left  a  bad  smell 
behind  that  will  take  years  to 
dissipate. 

Putnam  has  a  rather  original 
idea.  For  two  years  now  it  has 
been  running  a  small  $150,000  in- 
house  fund  as  a  kind  of  test.  The 
fund  is  called  Putnam  Internation- 
al Fund.  What  is  different  about 
Putnam  International  is  that  its 
money  will  always  be  spread 
around  the  world,  rather  than  con- 
centrated in  any  single  market.  The 
idea  is  to  spread  the  risks  by  seeing 
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With  hundreds  of  Funds  to 
choose  from,  why  should  you 
buy  without  impartial  advice? 


UNITED  Mutual  Fund  Selector 

covers 

389  Mutual  Funds 

Not  only  statistical  comparisons,  but 
. . .  appraisal  of  risk,  specific  analysis 
and  unbiased  advice  on  which  Funds 
United  recommends  to  buy. 

Send  today  for  United's  current  Report  on  389 
MUTUAL  FUNDS,  including  Funds  to  buy.  Plus 
a  complete  copy  of  our  next  issue  containing 
United's  Supervised  List  of  20  Funds. 


This  entire  package  only  $2 


Airmail 


name  (please  print)- 


state. 


UNITED  Mutual  Fund  Selector 

A  Service  of  United  Business  Service 
212  NEWBURY  STREET.  BOSTON.  MASS.  02116 


FM3-15 

Please  send: 
entire  package 
of  Mutual  Fund 
information 


No  laKimin  will  call 


Oiler  open  lo  new 
Guesl  Subscribers  only 


Noi  assignable 
A'thouT  your  COnsen 


The  Funds 


J 


WHICH  3 

NO  LOADS 


TO    hrokfi    lee) 


ARE  LEADING  THE  WAY  UP  ? 
SHOULD  YOU  BUY  THEM  NOW  ? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  only  $1    (new  subscribers  only) 
Just  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-3A,  Box  2109 
San  Clemente.  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 


efioWTH 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


A 


WHICH  FUNDS  WERE 
TOP  PERFORMERS? 

FundScope,  the  national  monthly 
mutual  fund  magazine,  takes  a  cold 
hard  look  at  the  performance  records 
of  458  mutual  funds  and  comes  up  with 
some  eye-opening  data.  Included  in 
these  performance  tables  are  so-called 
Go-Go  funds,  No-Load  funds  and  funds 
little  known  except  to  professional 
investors. 

This  dynamic  March  issue  gives  you 
annual  results  for  each  mutual  fund  and 
the  TOP  10%  IN  PERFORMANCE  and 
the  BETTER-THAN-AVERAGE  and 
BELOW-AVERAGE  performers  for  each 
year  since  1965.  You  may  be  surprised 
to  learn  that  only  one  fund  hit  the  TOP 
10%  for  gain  in  five  of  the  eight  years, 
one  fund  made  the  TOP  10%  in  four  of 
the  eight  years,  eleven  funds  made  the 
TOP  10%  in  three  of  the  eight  years. 
FUNDSCOPE  NAMES  ALL  THESE 
FUNDS,  as  well  as  the  above-average 
performers  for  each  of  the  8  years. 

SPECIAL  OFFER:  (new  trial  subscribers  only). 
Send  Just  $17  for  a  3-month  trial  subscription 
(Mar.-April-May).  This  includes  the  April  edition 
of  FundScope's  1973  MUTUAL  FUND  GUIDE,  the 
500-page  book  with  all  the  vital  data  you  need 
on  over  450  funds  (GUIDE  ALONE  SELLS  FOR 
$20)  .  .  .  AND  3  big  bonuses  including:  Fund- 
Scope's  64-page  No-Load  vs  Load  Fund  Survey, 
AND  the  1972  Mutual  Fund  Guide. 
ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $60.00  (10-day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 
Not  available  on  newsstands. 

FundScope,  Dept.  F-48,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


to  it  that  its  portfolio  is  never  tied 
to  any  single  stock  market  or  any 
single  currency. 

Putnam  International  will  be  an 
offshore  fund,  incorporated  in  Lux- 
embourg, and  because  of  various 
U.S.  government  restrictions  on  for- 
eign investment,  will  be  sold  only 
to  foreigners  living  outside  the  U.S. 

The  recent  devaluation  showed 
what  a  fund  like  this  can  do,  argues 
Gary  Bergstrom,  fund  manager.  He 
estimates  the  overall  asset  value  is 
up  around  6%  just  because  of  cur- 
rency adjustments.  About  three- 
fourths  of  the  fund  was  invested  in 
currencies  that  have  been  revalued 
upward.  In  Australia,  where  26% 
of  the  funds  are  invested,  it  has  ben- 
efited from  two  revaluations  in 
three  months.  "It  is  a  good  way  to 
hedge  against  currency  fluctua- 
tions," says  Bergstrom.  "An  offshore 
fund  that  has  invested  only  in  U.S. 
markets  doesn't  have  this  ability." 

Putnam's  research  has  convinced 
it  that  international  diversification 
improves  portfolio  performance  on 
an  average  of  four  to  eight  per- 
centage points  a  year  vs.  a  typical 
fund  with  similar  objectives  which 
restricts  its  portfolio  to  U.S.  stocks 
only.  The  two-year,  small-scale  test 
to  date  bears  out  the  theory.  Put- 
nam International,  in  its  dry  run, 
has  done  far  better  than  any  U.S. 
averages.  Of  course,  there  is  no 
guarantee  the  fund  would  do  as 
well  if  it  were  larger  and  had  to 
operate  in  some  thin  markets. 

However,  the  fund  has  been  run 
as  a  large  growth  fund,  in  terms  of 
number  of  issues  and  types  of  stock. 

Putnam  has  developed  a  com- 
puter model  that  assesses  the  rel- 
ative attractiveness  of  each  market 
and  indicates  the  proportion  of  as- 
sets that  should  be  in  each  market, 
Since  the  fund's  objective  is  long- 
term  growth,  there  have  been  lew 
big  sliilts  From  market  to  market, 
and  turnover  has  been  low. 

Today  the  Fund  is  in  lour  oJ  the 
major  world  markets:  Australia 
(26%);  Japan  (20*);  United  King- 
dom   (9%};    U.S.    (28%);    13%    in 

gold  stocks.   V.  in  cash. 

Putnam  Management  President 
Hubert  Riley  expects  the  Fund  to 
be  underwritten  and  ready  foi  share 
distribution    overseas    within    six 

months.   There   .n<     lens   ol    billions 

ol  homeless  U.S.  dollars  floating 
around  overseas,  and  Putnam  would 

dearly  love  to  gel  the  management 

ol  some  ol  them.  ■ 
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Directing  you  to  the 
first  500  corporations 

in 

•  Revenues 

■  Chief  Executive  Salaries 

•  Net  Profits 

•  Stock  Market  Value 

•  Assets 


THE  FORBES 

1973  DIRECTORY 

to  America's  leading  corporations 

MAY  15, 1973 


How  realistically  does  stock  market  value  re- 
flect corporate  profitability? 

How  did  your  corporation  do  in  the  past  year? 
How  did  the  competition  do?  How  did  you  do 
relative  to  any  and  all  others? -The  upcoming 
FORBES  Directory  Issue  will  be  a  highly  read- 
able record  of  the  achievements  of  hundreds 
of  leading  corporations  in  a  brisk  year. 

FORBES'  four  separate  rankings  of  the  "first 
500"  companies  are  the  most  revealing  eval- 
uations we  know  of.  When  you  rank  a  company 
with  its  peers  by  such  dimensions  as  revenues, 
net  profits,  stock  market  value,  and  assets... 
and  show  all  dimensions  in  dollars,  indicating 
percentage  of  change,  up  or  down,  during  the 
year... and  chart  over  two  dozen  statistics  on 
each  company,  you've  pretty  conclusively  de- 
termined its  standing. 

One  of  the  best-read  sections  of  the  Directory 
Issue  is  its  ranking  of  chief  executive  officers  of 
leading  companies  by  their  total  annual  pay- 
checks (salary  plus  bonus  plus  deferred  com- 
pensation). Add  to  this  the  amount  of  stock 
each  chief  executive  owns  or  controls  in  his  own 


company  and  you've  pretty  well  established  his 
standing. 

FORBES'  standing  is  equally  clear.  In  adver- 
tising revenues,  1972  was  the  biggest  year  in 
our  55  years  of  publishing.  In  total  ad  pages, 
we  scored  a  12%  gain  over  the  previous  year. 
In  corporate  ad  pages  alone  we  were  up  23% 
over  1971. 

Advertisers  in  the  Directory  Issue  will  reach 
seven  out  of  ten  top  officers  in  major  U.S.  cor- 
porations. Plus  profit-oriented  subscribers 
who,  on  the  average,  own  $150,000  worth  of 
corporate  stocks. 

There's  a  bonus  in  readership.  Corporate  de- 
cision-makers regularly  retain  the  issue  as  ref- 
erence, for  as  long  as  a  year  after  publication. 

The  FORBES  1973  Directory  will  be  published 
on  May  15th.  Closing  date  for  black-and-white 
advertising  is  April  17.  For  covers  and  four- 
colors  it's  April  3. 

Know  how  to  get  to  the  men  of  big  business? 
Let  this  Directory  open  direct  lines  of  communi- 
cation for  you. 

Forbes  knows 


>> 


" primary  objective  of  providing  a  high  rate 

of  current  income  and  with  capital  appreciation 
as  a  secondary  objective.' 


7,000,000  Shares 


State  Mutual  Securities,  Inc. 

Common  Stock 


State  Mutual  Securities,  Inc.  is  a  new,  closed-end,  diversified  management  investment  company  with 
the  primary  objective  of  providing  a  high  rate  of  current  income  and  with  capital  appreciation  as  a 
secondary  objective.  In  seeking  these  objectives  the  Company  intends  to  invest  primarily  in  debt 
securities  and  preferred  stocks,  including  those  with  equity  participation  features,  and  may  invest  up  to 
50%  of  its  total  assets  in  restricted  securities  acquired  through  direct  placements.  It  may  also  borrow 
funds  to  obtain  investment  leverage,  lend  portfolio  securities  and  engage  in  short-term  trading. 

State  Mutual  Life  Assurance  Company  of  America  is  the  Company's  investment  adviser.  Colonial 
Management  Associates,  Inc.  acts  as  sub-adviser  to  advise  the  Company  with  respect  to  management 
of  its  publicly  traded  securities. 


Price  $15  Per  Share 

(Minimum  purchase  is  50  Shares) 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  regularly 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement   is  neither  an  offer  to  sell  nor   a   solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co.  Reynolds  Securities  Inc. 
Drexel  Firestone                 duPont  Glore  Forgan                 Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated                             Incorporated  Incorporated 

Lehman  Brothers      Stone  &  Webster  Securities  Corporation  Bache&Co.      Bear,  Stearns  &  Co. 

Incorporated  Incorporated 

First  Investors  Corp.                           Hayden  Stone  Inc.  Edward  D.  Jones  &  Co. 

Shearson,  Hammill  &  Co.                           SMA  Equities,  Inc.  Walston  &  Co.,  Inc. 

Incorporated 
February  21,  1973 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


DEC 117.1 

JAN 117.8 

FEB 119.0 

MAR 122.0 

APR 122.5 

MAY    124.0 

JUNE  124.3 

JULY  124.4 

AUG 126.1 

SEPT 126.4 

OCT 128.1 

NOV.  129.0 

DEC 129.7 

JAN.  (Prel.)    130.9 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  0.  Hooper 


The  Dollar  Crisis 
Makes  A  Difference 


Once  every  few  years,  something  big 
happens  which  makes  the  difference 
between  complacency  and  concern. 
Apparently  the  Administration  and  its 
economic  advisers  either  did  not 
know  that  the  dollar  crisis  was  near 
at  hand,  or  just  hoped  that  the  danger 
would  go  away.  To  the  naked  eye, 
they  were  probably  surprised  and 
surely  unprepared.  At  any  rate,  what 
has  happened  to  the  dollar  has  made 
major  amendments  to  pre-February 
policies  inevitable.  Changes  must  be 
made,  and  most  of  them  are  not  vol- 
untary. The  number  of  choices  has 
been  reduced,  and  the  nature  of  re- 
maining opinions  has  been  changed. 

In  the  first  place,  it  can  no  longer 
be  assumed  that  inflation  will  be  held 
down  to  the  desired  3%  or  4%  a  year. 
Over  the  near  term,  at  least,  the  rate 
of  increase  in  prices  will  be  faster. 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


The  public  has  been  told  that  the 
dollar  has  been  devalued;  and,  since 
this  is  the  second  devaluation  in  14 
months,  they  suspect  that  it  may  be 
devalued  again.  In  fact,  we  even  have 
been  told  by  the  President  himself  to 
expect  higher  food  prices.  This  in- 
evitably leads  people  to  spend  more 
and  save  less,  to  borrow  more  and  pay 
off  debt  more  slowly.  It  creates  a  psy- 
chology to  make  retail  sales  boom. 

Second,  if  social  management  is  to 
"lean  against  the  wind,"  as  it  nor- 
mally should  in  a  managed  economy, 
it  means  policies  of  restraint  rather 
than  policies  of  stimulation.  Such 
policies  would  aim  to  tame  inflation 
to  some  degree,  and  certainly  aim  to 
correct  the  unfavorable  balance  of 
international  trade.  The  physical  re- 
sponse already  has  been  a  firming  of 
interest  rates  and  presumably  a  less 
liberal  supply  of  fresh  credit.  The 
public  has   been   told  that   Phase   3 


of  wage  and  price  controls  is  to  be 
far  from  toothless,  and  labor  has  been 
told  to  go  easy.  There  is  a  well-an- 
notated tradition  that  tighter  credit  is 
bearish  rather  than  bullish  in  stocks. 
There  is  a  time  lag  between  tighter 
credit  and  lower  equity  prices,  but  the 
relationship  is  still  there. 

Third,  up  to  the  time  this  is  writ- 
ten, foreigners  have  not  demonstrated 
any  urge  to  use  their  surplus  and  un- 
welcome dollars  to  buy  American 
equities.  I  have  asked  some  of  them 
why.  They  say  that  in  late  years  they 
have  not  done  as  well  with  their 
American  shares  as  with  shares  rep- 
resentative of  industry  in  some  other 
countries.  They  don't  like  our  shares 
unless  we  control  inflation;  and,  if  we 
control  inflation,  they  expect  our 
shares  to  go  down  in  price.  At  any 
rate,  the  foreign  demand  for  Ameri- 
can stocks,  so  generally  expected  a 
few  months  ago,  is  not  developing. 

Fourth,  a  growing  school  of  Amer- 
ican analysts  and  institutional  inves- 
tors suddenly  has  been  taking  a  new 
and  jaundiced  view  of  the  domestic 
business  cycle.  Profits,  they  say,  were 
up  19%  or  20%  in  1972  and  may  be 
up  10%  to  15%  in  the  first  half  of 
1973.  But  what  about  the  second  half 
of  1973  and  the  first  half  of  1974? 
Is  it  not  true  that  the  important  auto- 
mobile industry,  for  instance,  is  now 
at  the  peak  of  its  prosperity  with  no 
more  near  worlds  to  conquer?  And  is 
not  the  all-important  building  indus- 
try in  a  similar  position,  even  if  not 
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Bullish 

or 

Bearish? 


At  any  given  moment,  you're 
liable  to  find  us  a  bit  of  both. 

Bullish  about  some  particular 
industry,  company,  or  stock. 

Bearish  about  some  other 
particular  industry,  company,  or 
stock. 

Bullish  on  certain  mutual  funds 
or  municipal  bonds,  or  convertible 
preferreds,  or  Real  Estate 
Investment  Trusts. 

Bearish  on  others. 

But  either  way— with  what  we 
feel  is  good  reason. 

If  you  have  substantial  invest- 
ments yourself— 

Substantial  opportunities  for 
profit  or  loss  in  today's  market,  it 
might  pay  you  to 
find  out  just  where 
RSI  currently 
stands  on  your 
holdings. 

Bullish— or 
bearish— it  won't 
cost  you  anything 
to  visit  any  office  of 
RSI  and  ask  an 
Account  Executive. 


reasons  wfey 

you  shoutd  hau* 

an  account  at 


Reynolds 

Securities  Inc. 


I  may  stop  in  for  a  talk  with  one  of  your 
Account  Executives,  but  meantime  please  mail 
a  complimentary  copy  of  your  descriptive 
pamphlet  that  tells  all  about  RSI. 


FO 


Name 


Address 
City 


State 


Zip 


Telephone 


Reyholds 

Securities  Inc. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE,  INC. 
AND  OTHER  LEADING  EXCHANGES 

120  Broadway.  New  York.  N.Y.  10005 
Offices  Coast  to  Coast 
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quite  so  ripe  for  a  setback?  It  follows, 
they  reason,  that  the  decline  in  price 
multiples  for  cyclical  stocks  is  neither 
surprising  nor  illogical.  Several  hun- 
dred good  conventional  stocks  now 
are  selling  at  10  times  earnings  or  less 
for  the  first  time  in  years.  So  what? 
Can  inflation  be  even  moderately 
tamed  without  hurting  profits  and 
threatening  an  overripe  business  cy- 
cle? With  money  rates  rising,  should 
not  yields  on  stocks  rise  too? 

In  a  fluid  situation  like  this,  I  am 
afraid  to  be  very  bullish  and  scared 
to  death  to  be  too  bearish.  I  think 
most  observers  and  commentators  feel 
much  as  I  do.  Even  if  the  whole  bear 
case  is  sound  as  a  nut,  there  are  bound 
to  be  recoveries  in  stock  prices  on 
the  way  down,  probably  better 
chances  later  to  sell. 

A  common  question  in  Wall  Street 
recently  has  been,  "Is  this  the  be- 
ginning of  a  bear  market?"  For  the 
past  six  years  we  have  experienced 
a  series  of  minibull  markets  and  mini- 
bear  markets  without  having  a  full 
scale  boom  or  a  full  scale  disaster. 
Only  a  minority  of  stocks,  most  of 
them  glamours,  are  significantly  higher 
than  six  years  ago;  a  majority  are  low- 
er, or  at  least  not  much  higher. 

For  the  past  year,  I  think  it  is  fair 
to  say,  we  have  been  discovering  and 
exposing  more  overvalued  issues  than 
undervalued  ones.  Most  of  those 
emerging  growth  stocks  have  not 
emerged,  and  not  a  few  of  them  have 
submerged.  I  don't  like  to  mention 
my  own  mistakes,  like  the  mobile 
homes  and  the  land  selling  stocks,  but 
I  have  had  my  share.  And  just  look  at 
most  any  of  the  conglomerates.  The 
point  is  that  we  have  already  gone 
a  long  distance  in  deflating  the  quest 
for  growth  which  often  carried  us  in- 
to accounting  where  the  growth  was 
more  synthetic  than  real. 

It's  an  ill  wind  that  does  not  blow 
someone  good.  I  am  sure  that  some 
of  our  American  corporations  will 
benefit  rather  than  lose  from  deval- 
uation. One  should  be  CPC  Interna- 
tional (33),  one  of  those  many  com- 
panies which  have  changed  an  ancient 
meaningful  name,  in  this  case  the  old 
Corn  Products  Refining,  to  some 
meaningless  letters.  This  company 
buys  most  of  its  raw  materials  and 
pays  for  most  of  its  manufacturing 
with  dollars,  and  then  sells  more  than 
half  its  products  abroad,  where  it 
has  been  making  more  money  than 
at  home.  It  should  profit  more  when  it 
brings  earnings  in  foreign  currency 
home  in  the  form  of  dollars.  The  stock 
has  lately  been  selling  at  11  or  12 
times  earnings,  with  the  dividend  re- 
turning about  5.5%.  No  doubt  other 
such  cases  will  occur  to  the  reader. 

Our   old    friend    Philips    Lamp   of 


Holland  (19)  has  had  a  nice  ad- 
vance, not  only  because  of  currency 
factors  but  because  of  a  good  rise  in 
its  sales  and  profits.  To  some  extent 
devaluation  has  also  helped  O'Okiep 
Copper  (75)  and  Palabora  (14)  to 
go  up  in  a  soft  stock  market,  but 
higher  prices  for  copper  in  London 
have  made  a  contribution  too. 

A  Good  Trend 

<  This  column  has  occasionally  de- 
plored the  rapid  increases  in  common 
share  capitalization  caused  by  stock 
dividends  and  splits.  Fractions  of  own- 
ership have  become  smaller  and 
smaller,  usually  more  than  offsetting 
corporate  growth.  It  is  pleasant  to  ob- 
serve an  emerging  trend,  still  perhaps 
no  larger  than  a  man's  hand,  in  the 
opposite  direction.  Gulf  Oil  has  an- 
nounced its  intention  to  buy  10  mil- 
lion of  its  shares,  and  Bethlehem 
Steel  plans  to  buy  1  million.  Whether 
such  stock  is  used  "for  future  acqui- 
sitions" or  is  just  cancelled,  buying  it 
tends  to  make  existing  shares  larger 
and  worth  more.  Moreover,  such  pur- 
chases can  be  a  supporting  factor  in 
weak  and  in  thin  markets.  I  regard 
it  as  a  sign  of  financial  strength  and 
of  good  corporate  sense. 

The  way  some  of  the  oils  have  been 
acting,  one  would  think  that  the 
energy  crisis  has  been  solved  by  dol- 
lar devaluation.  Actually,  the  crisis 
has  been  made  more  critical.  Ameri- 
ca imports  some  52%  of  all  the  oil  it 
uses,  and  we  now  must  pay  for  most 
of  it  in  devalued  dollars.  The  imbal- 
ance of  international  payments  cre- 
ated by  oil  imports  can  be  cured  only 
by  using  less  oil  or  producing  more 
at  home.  In  any  event,  gasoline  and 
fuels  must  cost  more. 

One  of  the  things  we  must  do  is 
make  the  Alaska  oil  flow  into  the  sup- 
ply stream.  That  means  building  a 
pipeline  there,  regardless  of  the  ob- 
jections of  the  environmentalists.  It 
also  means  finding  a  way  to  get  more 
oil  from  Canada  in  spite  of  all  the  po- 
litical roadblocks.  I  think  it  is  poor 
logic  to  assume  that  the  earnings  of 
the  international  oils  will  decline  be- 
cause they  have  to  pay  more  for  crude 
oil  in  the  Middle  East.  All  of  the  high- 
er costs  will  probably  be  passed  on  to 
the  consumer,  and  perhaps  more.  Can 
you  conceive  of  Americans  being  will- 
ing to  ration  gasoline  and  domestic 
fuel  oil  to  solve  the  balance  of  pay- 
ments? Is  there  any  way  to  gel  more 
domestic  oil  except  to  raise  prices  and 
1 1 like  marginal  sources  more  avail- 
able? And  don't  yon  think  there  will 
be  more  pressure  for  mora  coal  pro- 
duction Hid  lister  development  of  nu- 
clear Sources  of  energy?  Something 
has  to  give  here,  and  I  suspect  that  it 
is  the  environmentalists.    ■ 
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Offer  your  annual  report 
in  Business  Week  April  28. 
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Special  section  will  show  your  report, 
describe  your  company. 


On  April  28, 1973,  you  can  offer  your  annual 
report  in  Business  Week's  Annual  Report 
Special  Section -reaching  4,300,000  thought 
leaders,  investors,  and  investment  managers. 

This  special  section  will  feature  covers  of 
annual  reports  and  thumbnail  descriptions  of 
participating  companies.  Business  Week 
readers  can  simply  check  numbers  on  a  postage- 
paid  card  to  request  annual  reports  of  interest. 

Offer  your  annual  report  in  Business  Week 
April  28  (closing  date  April  9).  You'll  reach 


Thenewsweekly  of  business. 

lis 


W 
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BusinessWeek  \ 


America's  largest  business  magazine  audience 
—where  9  out  of  10  subscribers  are  manage- 
ment and  78%  own  common  stocks.  And  the 
cost  is  a  reasonable  $960  (commissionable  to 
agencies). 

For  details,  send  the  coupon,  or  contact  your 
Business  Week  representative  or  Denis  Beran, 
Marketing  Director,  Business  Week,  1221 
Avenue  of  the  Americas,  New  York  10020. 
Phone  (212)  997-6868. 


Business  Week 

1221  Avenue  of  the  Americas 

New  York,  N.Y.  10020 

Att'n.:  Denis  Beran,  Marketing  Director 

Please  rush  further  information  about  your  April  28 
Annual  Report  Special  Section. 
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Perhaps  your 
objectives 
match  ours 


fiNANGIM 
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FUND.  INC 


A  No-Load  Mutual  Fund 

Seeking  Long-Term  Growth 

and  Income. 

•  NO  SALES  CHARGE 
«  NO  REDEMPTION  FEE 

For  prospectus  and  further 
information  call  tolf-f  ree 

800/525-6148 

Financial  Programs,  Inc.        4-fb-.w 
900  Grant  Street 
Denver,  Colorado  80201 
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Zip 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  inc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 


Name. 


Address. 
City 


.State, 


Zip  Code. 


Y earning  For 
Security 


It  is  hardly  surprising  that  Ameri- 
cans are  not  only  puzzled  but  fright- 
ened by  what  the  Europeans  now 
refer  to  as  the  "dollar  peril."  While 
there  are  numerous  reasons  why  some 
$60  billion  to  $70  billion  dollars  are 
floating  around  in  the  world  beyond 
anyone's  control  and  why  they  are 
not  being  used  in  large  amounts  for 
the  purchase  of  American  goods  or 
for  investments  in  this  countiy,  it  is 
crystal  clear  that  the  value  of  the  dol- 
lar has  been  shrinking  at  an  increas- 
ingly alarming  rate.  How  can  the  in- 
dividual American  protect  himself? 

We  have  lived  with  inflation  more 
or  less  continuously  since  World  War 
II.  But  for  much  of  the  time  the 
erosion  of  the  dollar's  buying  power 
was  gradual  and  generally  overshad- 
owed by  salary  and  wage  increases. 
It  is  only  when  we  look  back  over 
the  years  that  we  realize  the  full  ex- 
tent of  the  damage.  When  the  school 
tax  bill  on  a  New  York  suburban 
home  increases  360%  between  1950 
and  1972,  as  in  my  own  case,  you 
know  damn  well  what  has  happened 
to  your  money,  your  old-age  security, 
to  the  life  insurance  protection  you 
had  provided  for  your  future  widow. 

Financial  Knowhow? 

We  who  are  members  of  the  fi- 
nancial community  are  presumed  to 
have  an  answer  to  the  problems  faced 
by  millions  of  Americans.  Alas,  this 
is  not  the  case.  Investment  outside 
the  financial  field  has  often  proved 
far  superior  to  bonds  and  stocks  and 
even  gold.  But  not  many  people  are 
experts,  or  have  access  to  expert  ad- 
vice, on  investments  in  land,  antiques, 
objects  of  art,  rare  stamps  and  coins. 
What  are  the  alternatives  that  are 
feasible  for  those  of  us  who  are  not 
millionaires? 

Notwithstanding  the  Bill  of  Rights 
and  the  privileges  granted  to  us  by 
the  Constitution,  we  are  not  permitted 
to  buy  gold  unless  it  is  in  the  form 
of  numismatic  coins  which  sell  at  out- 
rageous premiums.  Gold  trading,  al- 
though the  turnover  is  minute  by  coin- 
Mr.  biel  is  a  senior  vice  president  of  the  NYSE 
firm  of  Hoppin,  Watson  Inc. 


parison  with  the  billion-dollar  transac- 
tions in  the  world's  currency  markets, 
has  high  visibility.  It  is  headline  news. 
But  would  ownership  of  gold  have 
provided  complete  inflation  protection? 
Only  to  some  degree,  unless  it  was 
bought  two  or  three  years  ago  when 
an  ounce  was  still  selling  for  only 
little  more  than  the  then  official  U.S. 
price  of  $35.  However,  since  a  law- 
abiding  citizen  can't  touch  the  stuff, 
let's  forget  about  gold. 

Keep  Out 

On  the  other  hand  there  is  no  law, 
so  far,  that  forbids  anyone  to  buy 
foreign  money— D-marks,  yen,  Swiss 
francs  or  whatever  your  heart  desires. 
Your  friendly  banker  will  be  glad  to 
oblige.  But  what  do  you  do  once  you 
have  that  foreign  money  which  nowa- 
days is  presumed  to  be  so  much  better 
than  our  dollar?  First  of  all,  Ameri- 
cans can't  buy  foreign  securities  un- 
less they  pay  the  U.S.  interest  equal- 
ization tax  which,  if  we  obey  the 
law,  makes  such  investments  far  less 
appealing.  Furthermore,  some  of  the 
countries  in  which  you  would  like  to 
invest  don't  want  your  money.  They 
may  even  charge  you  negative  inter- 
est. And  they  may  not  let  you  buy 
their  bonds  or  stocks  or  even  a  villa 
on  Lake  Geneva. 

So  you  own  German  marks  or  Swiss 
francs,  but  alter  lour  revaluations  of 
the  D-mark  and  two  of  the  Swiss 
franc,  how  much  arc  you  likely  to 
gain  by  holding  nonintercst-bearing 
foreign  money?  Also  keep  in  mind  that 
the  rate  of  inflation  in  Western  Eu- 
rope is  not  much  diflercnt  from  what 
we  are  experiencing  at  home.  II  New 
York  apartment  rentals  shock  you,  try 
Paris.  However,  il  it  gives  \on  com 
fori  to  keep  a  nest  egg  abroad,  this  is 
still  your  privilege.  Although  statistics 
arc  not  available,  it   is  widely  hclieved 

thai  a  growing  number  of  Americans 
are  doing  it.  This  flight  of  capital  In 

search  ol  security  could  assume  ma- 
jor proportions,  particularly  il  restric 

(ions  should  be  imposed. 

There   are   only    three    basic    InVOSl 

men!  objectives,  appreciation,  preset 

vation,     income.     Depending    on     In- 
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dividual  circumstances,  everyone  has 
to  determine  the  priority  that  suits  his 
requirements  best.  Obviously,  only  ap- 
preciation effectively  serves  as  an  off- 
set to  inflation,  and  hundreds  of  stocks 
have  appreciated.  Even  the  DJI  has 
about  quintupled  in  the  past  quarter 
of  a  century,  compared  with  a  price 
increase  of  gold  of  only  140%.  In  the 
more  recent  past,  however,  only  a 
relatively  small  number  of  high-quality 
growth  stocks,  those  that  have  the 
continuing  buying  support  of  the  in- 
stitutional investor,  have  done  well. 
The  great  majority  of  stocks  failed 
miserably  in  their  function  as  an  in- 
flation hedge.  The  mediocre  results 
of  so  many  mutual  funds  and  the 
public's  disenchantment  with  this 
formerly  so  popular  investment  me- 
dium reflect  this  failure. 

Unfortunately,  it  is  just  about  im- 
possible to  have  both  growth  and  ap- 
preciation, as  well  as  a  decent  in- 
come return.  Growth  stock  investors 
who  need  money  to  live  on  have  no 
choice  but  to  nibble  on  capital  gains, 
an  acceptable  practice  so  long  as  the 
nibbling  stays  within  reason.  So-called 
income  stocks,  such  as  utilities,  have 
done  poorly,  despite  recurring  divi- 
dend increases.  American  Tel  &  Tel, 
for  example,  is  presently  selling  about 
one-third  under  its  1964  high,  even 
though  the  dividend  rate  today  is  40% 
greater  than  it  was  then. 

Bonds  proved  to  be  the  worst  in- 
vestments, at  least  until  1970  when 
long-term  interest  rates  shot  up  to 
levels  where  the  (pretax)  yield  ex- 
ceeded the  rate  of  inflation.  The  pres- 
ently prevailing  7M%  bond  yield,  after 
deducting  income  taxes,  leaves  just 
about  enough  income  to  offset  in- 
flation. This  is  preservation  and,  ob- 
viously, is  not  an  intriguing  solution. 

Cheap  Stocks  Get  Cheaper 

The  S&P  500  stock  index  has  de- 
clined about  17%  since  reaching  an 
alltime  high  on  Jan.  11  of  this  year. 
A  great  many  stocks,  particularly  the 
speculative  favorites  of  last  year,  have 
suffered  far  more.  Some  stocks  have 
become  ^distinctly  cheap,  statistically 
as  well  as  historically;  in  fact,  so  much 
so  that  a  rapidly  growing  number  of 
corporations  are  buying  back  their 
own  stock. 

We  know  from  past  experience  that 
there  are  extended  periods  when 
stocks  are  overvalued  and  become 
even  more  overvalued  as  optimism 
mounts,  but  the  reverse  is  equally 
true.  Cheap  stocks  can  get  cheaper, 
and  this  is  what's  been  going  on  late- 
ly. There  are  likely  to  be  strong  rallies, 
to  be  sure,  but  the  major  trend  is 
suspect.  As  a  common  stock  investor, 
I  would  prefer  to  travel  light  for  the 
time  being.   ■ 


Value  Line 

Introductory  Trial 

only  $25. 

(Next  3  months  full  page  reports,  weekly,  on  1400  stocks  plus 

past  3  months  reports  already  bound  and  indexed  in  two  strong 

binders  which  become  your  property.) 

Available  only  to  those  who  have  not  had  a  subscription 

at  any  time  in  the  past  two  years. 

Orders  must  be  sent  in  under  company  stationery  or 

accompanied  by  check  ($25  for  3  month  trial, 

$189  for  annual  subscription.) 

Arnold  Bernhard  &  Co.,  Inc. 

Dept.  1625 
5  East  44th  St.,  New  York,  N.Y.  10017 

This  subscription  will  not 
be  assigned. 


You  don't  have  to  give  up 
control  of  your  portfolio  and 
pay  a  percentage  fee  to  get 
competent  investment  counsel 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
dends— to  someone  to  manage  and  trade  at  his  discretion  on  a  per- 
centage fee  basis,  consider  the  alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel 
and  keep  complete  control  over  your  portfolio.  You  will  issue  buy  and 
sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be 
much  less  than  you  expect. 

The  Babson  organization's  68  years'  experience,  independent  re- 
search department,  modern  in-house  computer  plus  individual  atten- 
tion to  your  portfolio,  assure  you  of  unbiased,  professional  investment 
counsel  precisely  suited  to  your  particular  investment  aims  and 
needs.  Mail  this  coupon  for  complete  details. 

rfilsTfc   babson's  reports  inc. 


Dept.   F-955 


Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 
Founded  in  1904  by  Roger  W.  Babson 

Please  send  information  on  Babson's  Investment  Appraisal   and   Review  Counseling   Service. 

Name 

Street  &  No. 

City. 


State. 


-Zip. 


FORBES,    MARCH    15,    1973 


105 


f  you  too  believe  the 
investment  future 
appears  bright  for 

investigate 


'Energy 


Fund 


NO  LOAD 
NO  SALES 
COMMISSION 

NO  REDEMPTION 
FEES 


a  no  load  mutual  fund 
founded  in  1955 


Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 


j  Energy  Fund  Dept.  F 

!    120  Broadway.  N.Y.C.  10005  (212)  233-5900 

!   Please  send  free  prospectus  and  other  material. 


Name 

Address. 
City 


-State- 


.Zip. 


For  people 

who  have  a  thing 

about,  golf 


iristej 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L.  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
(305)  821-1150. 

Miami  Lakes  Inn 

&  Country  Club 


$3.00  GUEST  SUBSCRIPTION  OFFER 

COMMODITY 
JOURNAL 

•  The  JOURNAL,  official  publication  of  the 
Internationally-known  American  Associa- 
tion of  Commodity  Traders,  is  specifically  ed- 
ited to  help  commodity  traders  acquire  the 
necessary  background  and  know-how  for 
success  in  this  fascinating  and  exciting  field 
of  speculation.  Feature  articles  cover:  Basic, 
intermediate  and  advanced  methods  and  tech- 
niques; studies  on  moving  averages,  volume 
and  open  interest;  charting;  computerized 
methods;  spreads;  short-swing;  seasonals; 
conceptual  approaches;  success  stories.  The 
JOURNAL  is  for  beginners  and  veterans 
alike.  Special  Guest  Subscription  Offer:  3 
big  bi-monthly  issues  (6  months  service)  only 
$3.00!  Mail  check  or  money  order  to:  COM- 
MODITY JOURNAL,  Suite  506-FM,  286  Fifth 
Ave.,  New  York,  N.Y.  10001. 


Technician's 
Perspective 

ByJohnW.Schu/z 


A  Brand-New  Trend 


Toward  the  end  of  January,  as  I 
pointed  out  four  weeks  ago,  the  me- 
dian multiple  for  some  two-thirds  of 
all  New  York  Stock  Exchange  com- 
mon stocks  appeared  to  be  near  8.5 
times  probable  1973  earnings.  Late 
last  month,  prices  having  fallen  fur- 
ther, I  estimate  it  was  under  8,  equal 
to  an  earnings  yield  exceeding  12.5%. 
Such  low  valuations  for  so  many 
stocks  have  not  been  seen  in  many  a 
year,  probably  not  since  the  late  For- 
ties when  the  vast  majority  of  inves- 
tors lived  in  fear  of  a  postwar  de- 
pression that  never  came. 

As  Myron  Simons  pointed  out  in 
Forbes  in  the  last  issue,  these  "bar- 
gain" valuations  make  a  security  ana- 
lyst feel  at  once  "like  a  kid  in  a  candy 
factory"  and  like  a  frustrated  shop- 
keeper whose  greatly  marked-down 
merchandise  is  being  shunned  by  the 
buying  public  who  are  interested— 
if  at  all— only  in  luxury  high-priced 
(high-multiple)  goods.  But  the  base- 
ment prices  obviously  were  not  be- 
ing ignored  by  a  rapidly  swelling 
group  of  buyers— neither  public  nor 
institutional  investors,  indeed,  not  in- 
vestors at  all  in  the  conventional  sense 
of  the  term. 

Better  than  Cash 

I'm  referring  to  the  snowballing 
number  of  corporations,  large  and 
small,  announcing  their  intention  to 
reacquire  some  of  their  outstanding 
common  stock,  in  the  open  market  or 
otherwise.  This  movement  first  be- 
came conspicuous  when  stock  prices 
were  falling  last  summer  and  early 
autumn;  it  subsided  when  prices  rose 
toward  year-end;  since  then,  scarcely 
a  day  has  passed  without  several  cor- 
porations announcing  stock  repur- 
chase plans. 

Corporate  managements,  it  seems, 
increasingly  realize  that  surplus  cash 
and /or  available  credit  can  boost  per- 
share  earnings  more  if  such  cash  or 
credit  is  used  to  "shrink"  the  number 
of  outstanding  common  shares  when 
these  are  available  at  rich  earnings 
yields  than  if  the  company  puts  it  to 

Mr  Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.  Inc. 


work  in  the  business  itself,  where  it 
might  yield  aftertax  operating  profits 
of  perhaps  no  more  than  5%.  In  terms 
of  cash  flow  (reported  earnings  plus 
non-cash  depreciation  charges),  which 
on  average  is  more  than  twice  re- 
ported profits,  earnings  yields  can 
look  much  richer  still.  Besides,  these 
stocks  often  represent  operating  assets 
that  could  not  be  replaced  except  at 
costs  which  are  well  above  depreciat- 
ed book  value. 

Clearly,  we  are  looking  at  a  rapid- 
ly growing  number  of  buyers  who 
seem  better  qualified  than  most  in- 
vestors in  concluding  that  their 
stocks,  at  going  market  prices,  are  far 
better  value  than  cash.  Of  course,  in 
last  month's  demoralized  stock-mar- 
ket climate— when  foreigners  sold  dol- 
lars to  buy  gold  as  an  inflation  hedge, 
while  domestic  investors  sold  stocks 
and  thus,  in  effect,  bought  cash— the 
message  fell  on  deaf  ears. 

From  a  short-term  technical  view- 
point, the  tidal  wave  of  corporate 
stock  repurchase  plans  may  not  mean 
very  much  as  a  source  of  "support" 
for  most  individual  stock  issues.  In  a 
wider  perspective,  however,  it  could 
have  considerable  technical  signifi- 
cance. By  late  February,  at  a  rough 
estimate,  equity-shrink  announcements 
were  averaging  perhaps  a  half-dozen 
daily,  involving  maybe  $200  million 
weekly.  There  is,  of  course,  no  cer- 
tainty that  all  these  plans  will  be  fully 
implemented,  hut  at  the  rate  they  were 
coming  along  last  month,  one  could 
assume  that  corporate  stock  retire- 
ments for  cash  in  1973  will  run  to 
a  much  greater  total  than  last  year's 
estimated  $2  billion. 

Technically  speaking,  the  thing  to 
realize  is  that  corporate  stock  repur 
chases  are  a  very  desirable  source  of 
demand  because  they  presumably  re- 
move long-term  supply  from  the  equi- 
ty market,  in  lliis  case;  from  the  low- 
multiple  sector,  much  as  institutional 
demand  lias  locked  up  a  great  deal 
of  supply  on  tin;  high-innltiple  seeloi. 

In  another  sense,  corporate  stock  re 

purchases  lor  cash  running,  say.  Only 
a  couple  of  billion  dollars  higher  than 
last  year's  could  compensate  lor  a  drop 
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in  net  buying  by  margin-account  in- 
vestors, or  for  further  net  sales  of 
portfolio  stockholdings  by  mutual 
funds.  Most  directly,  they  can  be 
counted  as  an  offset  against  new  stock 
issues  offered  by  other  corporations 
seeking  funds  in  the  capital  market, 
and  these  new  offerings  are,  accord- 
ing to  some  estimates,  likely  to  drop 
in  1973  from  last  year's  total  of 
over  $13  billion. 

So  this  brand-new  trend  of  more 
and  more  corporations  deciding  to  re- 
tire some  of  their  outstanding  com- 
mon shares,  virtually  as  buyers  of  last 
resort  when  hardly  anyone  else  wants 
them,  seems  to  call  for  a  major  change 
in  recent  estimates  of  stock  market 
supply/demand  relationships  for  this 
year. 

The  supply  from  net  new  stock 
issues,  after  retirements,  may  prove  to 
be,  say,  $3  billion  (possibly  more) 
lighter  than  last  year's.  Institutional 
demand  for  stocks,  on  the  other  hand, 
as  estimated  by  competent  flow-of- 
funds  analysts,  is  apt  to  rise  by  per- 
haps as  much  as  $1.5  billion.  Togeth- 
er, net  new  stock  issues  and  institu- 
tional demand  would  add  up  to  a  net 
shift  of  $4.5  billion  in  favor  of  the 
demand  side,  a  major  shift  in  an  equa- 
tion that  last  year  netted  out  to  totals 
near  $13  billion  on  both  sides  of  the 
stock  market's  flow-of-funds  account. 

Intolerable  Situation 

Another  swing  factor  in  this  equa- 
tion is  demand  for  stocks  from  abroad, 
over  $2  billion  last  year  according  to 
Federal  Reserve  Board  estimates.  On 
the  assumption  that  the  major  mone- 
tary powers  simply  cannot  tolerate 
recurrent  massive  foreign-exchange 
crises,  I  would  expect  that  means  will 
be  sought  and  found  to  make  the  dol- 
lar more  attractive  to  foreign  investors. 
If  so,  demand  for  U.S.  shares  from 
foreign,  investors  could  this  year  run 
at  least  $1  billion  higher  than  it  did 
last  year. 

In  all,  I  think  it  is  thus  possible  to 
anticipate  a  year-to-year  net  gain  for 
the  stock  market's  demand  side  total- 
ing perhaps  $5.5  billion  or  more.  This 
is  demand  that,  in  flow-of-funds  ac- 
counting, would  have  to  be  met  by  the 
public,  domestic  noninstitutional  in- 
vestors who  last  year  sold,  on  balance, 
$3.9  billion  worth  of  stock  (FRB 
estimate). 

Now,  there  is  considerable  evidence 
that  the  public  typically  tends  to  sell 
less  stock,  ^on  balance,  when  prices 
fall,  and  more  when  prices  are  rising. 
So,  with  the  nonpublic  stock  market 
sectors  this  year  likely  to  produce 
a  net  increase  in  demand,  a  larger 
supply  from  public  net  selling  pre- 
sumably at  rising  prices  will  be  tech- 
nically indispensable.  ■ 
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How  well 
should  you  expect  a 

$5,000,  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  capital  working  continually  to  achieve 
these  goals.  Yet,  perhaps  for  reasons  beyond 
your  control,  you  may  find  that  it  is  not 
growing  as  well  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  64  countries  use  The  Danforth 
Associates  Investment  Management.  The 
professional  supervision  it  offers  can,  we 
believe,  work  to  balance  the  risks  of  com- 
mon stock  investments  and  help  you  better 
achieve  your  capital  goals. 

You  can  start  your  portfolio  under  this 
tested  plan  with  as  little  as  $5,000  in  cash 
or  securities.  The  cost  is  modest,  as  low  as 
$100  a  year. 

For  a  complimentary  copy  of  our  42-page 
report  describing  this  tested  plan,  its  com- 
plete 15-year  "performance  record;'  and  how 
it  may  help  you  now,  simply  write  Dept.X-82 

the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    .    Incorporated  1936 
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The  Performers 


By  Robert  Stovall 


Maybe  I  just  don't  understand  this 
business.  Since  I  began  as  a  messenger 
boy  for  Reynolds  &  Co.  at  the  age  of 
14,  I  have  devoted  much  of  my  life 
to  studying  the  stock,  bond  and  mon- 
ey markets.  There  have  been  times 
when  I've  wondered  whether  the 
years  spent  at  Pennsylvania's  Wharton 
School  and  NYU's  Graduate  School 
of  Business  Administration  might  not 
better  have  been  used  in  immersing 
myself  in  child  psychology  and  moti- 
vation behavior. 

Since  the  introduction  of  Phase  3 
on  Jan.  11,  investor  psychology  has 
been  subjected  to  severe  strains.  The 
Vietnam  cease-fire  aftermath,  interna- 
tional currency  chaos,  dollar  devalua- 
tion, inflation-rate  acceleration  and 
interest-rate  upsurge  have  all  followed 
in  quick  succession.  It  seems  illogical 
to  me  that  investors  can  long  persist 
in  the  recent  flight  from  equities.  Ex- 
changing common  stocks,  most  of 
whose  earnings  and  dividend  capa- 
bilities are  in  uptrends,  for  dollar 
credit  balances,  whose  international 
buying  power  has  officially  been 
downgraded,  makes  no  sense  to  me. 
Remember,  the  U.S.  dollar  had  more 
status  and  purchasing  power  in  mid- 
January  when  the  DJI  topped  1067 
intraday  than  in  early  March  at  950 
or  below.  Yet  today's  denigrated  U.S. 
dollar  will  buy  more  in  terms  of  equi- 
ty earnings  and  dividends  than  it  did 
eight  weeks  ago.  How  long  can  this 
condition  persist?  As  long  as  it  wants, 
I  suppose.  But  that  does  not  make  it 
any  more  rational. 

Strong  Earnings' 

Several  of  the  agribusiness  stocks 
mentioned  in  the  first  of  my  "Perfor- 
mance Groups  of  1973"  columns 
(Forbes,  Feb.  1)  provided  some  of 
the  few  bright  rays  to  a  February 
stock  market  that  began  on  a  blue 
note  and  ended  up  in  mood  indigo. 
Deere  <b  Co.,  International  Minerals  ir 
Chemical  and  Masseij -Ferguson  Ltd. 
set  new  1972-73  highs  last  month  as 
strong  interim  quarter  earnings  were 
reported.    The   agribusiness   thesis   is 

Mr.   Stovall   is  a   vice   president  of  the   NYSE  firm 
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gaining  momentum.  Food  price  in- 
creases are  high  on  the  ladder  of  in- 
flation-producing elements,  while  food 
and  fiber  exports  are  an  important 
element  in  reducing  the  U.S.  trade 
balance.  Food  prices  are  a  very  visible 
indicator  of  inflation.  Consequently, 
the  current  condition  of  food  prices 
is  constantly  reminding  investors  of 
the  sorry  state  of  the  purchasing  pow- 
er of  the  dollar. 

Knowing  my  penchant  for  statisti- 
cal indicators,  readers  should  not  be 
surprised  that  I  have  uncovered  a 
new  one.  The  best-seller  list  in  your 
Sunday  newspaper  shows  that  books 
on  nutrition  are  in  vogue.  Most  diet 
books  stress  the  consumption  of  ex- 
pensive calories  and  the  avoidance 
of  popular-priced  calories.  Hence,  we 
can  equate  the  rising  popularity  of 
books  on  personal  nutrition  with  the 
racheting  upward  of  most  visible  food 
prices.  This  new  "fat  fighter's"  in- 
dicator and  all  other  evidence  at  hand 
point  to  agribusiness  as  being  in  an 
uptrend  at  least  through  1974. 

Another  investment  thesis  (Forbes, 
Feb.  15)  makes  a  case  for  machine 
tool  and  automation  companies.  New 
machine  tool  orders  in  January  rose 
by  15%  from  December's  figure,  and 
154%  from  orders  received  in  Jan- 
uary of  1972.  The  total  of  January's 
new  orders  were  the  highest  since 
April  1969,  and  the  future  bodes  well 
for  makers  of  equipment  to  speed 
and  improve  the  quality  of  products 
coining  out  of  American  factories. 
While  the  fundamentals  on  this  cycli- 
cal performance  group  are  coming 
along  at  least  as  well  as  expected 
(both  Leesona  and  Warner  ir  Swasey 
have  reported  earnings  above  my 
estimates),  stocks  of  most  of  the  rec- 
ommended concept-participants  have 
not  outpaced  the  market. 

A     third     potential     performance 

group  For  1073  has  to  do  with  the 
ramifications  of  energy  supply  and  de- 
mand. I  hesitate  to  contribute  one 
more  article  on  the  "Energy  Crisis," 
as  we  have  all  seen  too  many.  The 
ancient    Greeks    termed    krisii    the 

point  which  separates  life  and  death. 
We   are   not   there   yet.    Nine    months 
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UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  26  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
April  2, 1973  to  shareholders 
of  record  at  the  close  of 
business  March  5, 1973. 


Dallas,  Texas 
February  16,  1973. 


R.  E.  FONVILLE 
Secretary 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


phelps 
dodge 

150th   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  52'/2C  per  share  on 
its  capital  stock  payable  March 
9,  1973,  to  stockholders  of  rec- 
ord at  the  close  of  business  on 
February  16,  1973. 

R.   D.   BARNHART, 
Treasurer. 

New  York,  N.  Y. 
February  7,  1973 


ago,  domestic  petroleum  producers 
were  out  of  favor  in  the  market  and 
dividend  yields  averaged  more  than 
5%.  I  presented  a  case  (Forbes, 
June  IS,  1972)  for  American  Petro- 
fina,  Ashland  Oil,  Shell  Oil  and  Union 
Oil  of  California,  all  of  which  sub- 
sequently enjoyed  substantial  price  in- 
creases. Hedging  against  a  shifting  in- 
ternational energy  supply/  demand 
structure  is  not  so  simple  now. 

Currently,  a  specialty  group  of  en- 
ergy suppliers  has  investment  appeal. 
Liquid  propane  gas  has  enjoyed  in- 
creasing demand,  stimulated  by  the 
natural  gas  shortage.  L-P  gas  is  a 
versatile  fuel  serving  a  wide  va- 
riety of  new  and  existing  residential, 
commercial  and  industrial  users.  It  is 
a  preferred  fuel  where  antipollution 
measures  are  stringent,  an  alternative 
fuel  source  where  utility  power  is  be- 
coming less  dependable,  and  the  only 
practical  power  source  in  most  motor 
and  many  mobile  homes  and  recrea- 
tion vehicles.  Petrolane  Inc.  and  Sub- 
urban Propane  Gas  give  good  repre- 
sentation in  this  area. 

A  Record  '73 

My  preference  is  Suburban  Pro- 
pane Gas  (25)  on  a  relative  value 
basis.  Since  1967  revenues  of  Sub- 
urban Propane  Gas  have  grown  at  a 
15%  compounded  annual  rate,  while 
earnings  per  share  have  grown  at  a 
12%  annual  rate.  New  shares  have 
been  issued  for  acquisitions.  Manage- 
ment distributes  liquefied  petroleum 
gas,  produces  oil  and  gas,  manufac- 
tures L-P  gas  appliances  and  operates 
CATV  stations.  As  the  fuel  supply/ 
demand  problem  is  expected  to  be 
chronic,  SP  could  benefit  from  achiev- 
ing a  higher  rate  of  growth  and  by 
utilizing  its  invested  capital  to  realize 
superior  rates  of  return. 

Management  anticipated  fuel  short- 
falls this  year  and  has  built  inventories 
to  a  current  18%  of  average  annual 
volume,  which  reduces  the  need  to 
enter  the  spot  market.  Last  year, 
Suburban  Propane's  own  exploration 
and  production  was  the  most  success- 
ful on  record.  Since  transportation  in- 
adequacies are  sometimes  as  acute  as 
a  shortage  of  energy,  the  company  is 
constantly  expanding  its  transporta- 
tion and  storage  capabilities.  Earn- 
ings achieved  a  record  $1.82  per 
share  in  fiscal  1972,  ended  Sept.  30, 
and  the  December  quarter  showed 
a  16%  increase  in  total  revenues  and  a 
12%  increase  in  earnings  per  share. 
Cash  dividends  have  been  increased 
annually  for  many  years.  For  fiscal 
1973,  revenues,  per-share  earnings 
and  cash  dividends  are  all  expected 
to  set  new  records  of  an  estimated 
$160  million,  $2  and  an  80-cent  an- 
nual rate,  respectively.  ■ 
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Overseas 

ommentary 

By  Walter  Oechsle 


The  Dollar  Abroad 


As  of  this  writing,  the  price  of  gold 
is  flirting  with  the  $100-per-ounce 
level.  The  devalued  dollar  is  being 
supported  again  by  Europe's  central 
banks.  George  Shultz  has  just  been 
"monetized"  on  the  cover  of  Time 
magazine,  and  Helmut  Schmidt,  Ger- 
many's minister  of  finance,  is  being 
celebrated  for  an  act  of  courage  (de- 
fending the  parity  of  the  deutsche 
mark,  though  unsuccessfully)  which 
cost  the  German  Bundesbank  close 
to  $1  billion.  In  Japan  the  enthusias- 
tic advance  notices  for  the  Tanaka 
government  of  eight  months  ago  have 
turned  into  severe  criticism.  Add  to 
this  confusion  the  fact  that  the  U.S. 
stock  market,  which  should  benefit 
from  a  devaluation,  has  done  the  exact 
opposite,  whereas  the  Japanese  mar- 
ket, which  had  been  expected  to  de- 
cline substantially  in  the  face  of  an- 
other revaluation,  is  very  close  to  its 
alltime  high. 

If  any  lesson  emerges  from  the 
monetary  events  of  the  past  18-24 
months,  it  is  that  experts,  trying  to 
substitute  one  new,  final,  greatest  solu- 
tion after  another,  know  frighteningly 
little  of  what  the  real  problems  are! 

There  is  an  obvious  connection 
between  currency  exchange  rates  and 
the  balance  of  trade,  but  quite  clearly 
this  connection  is  much  less  significant 
than  had  been  assumed.  Moreover, 
the  real  problem  has  never  been 
properly  analyzed  or  appreciated. 
The  pressure  on  the  U.S.  dollar  has 
resulted  from  an  overhang  of  dollars 
in  the  hands  of  foreigners— be  they 
Arab  sheiks,  multinational  corpora- 
tions or  simply  individuals— in  turn 
the  result  of  an  accumulation  of 
deficits  in  the  U.S.  balance  of  pay- 
ments in  the  past  ten  years.  These 
dollars  (in  the  area  of  $80  billion)  are 
"sloshing  about"  and  are  essentially 
free  to  move  into  Swiss  francs,  into 
marks,  into  gold  or  anything  that 
might  look  particularly  strong  on  any 
given  day.  A  devaluation  of  the  dollar 
does  nothing  to  either  control  or  re- 
duce this  huge  overhang,  short  term. 

It  could  be,  and  has  been,  argued 
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that  sufficient  devaluation  of  the  dol- 
lar would  restore  confidence  and 
therefore  increase  the  willingness  of 
foreigners  to  hold  on  to  that  over- 
hang in  the  form  of  dollars,  but  in 
practice  this  simply  hasn't  been  so. 
One  possible  solution  would  be  for 
the  U.S.  to  "guarantee"  the  value  of 
the  dollar  in  some  form  acceptable 
to  foreign  governments. 

Another  solution,  unlikely  to  be  ini- 
tiated by  the  U.S.  but  a  possible  de- 
fensive measure  by  the  Europeans, 
would  be  a  two-tier  exchange  system. 
It  is  already  in  effect  in  France,  Bel- 
gium and  Italy,  but  has  been  rejected 
until  now  by  both  Switzerland  and 
Germany  on  the  grounds  that  they 
lack  the  people  to  enforce  a  two-tier 
system.  A  two-tier  system  wouldn't  be 
a  cure-all,  but  it  does  have  the  merit 
of  permitting  relatively  free  trade  on 
the  one  hand  and  free  capital  move- 
ment on  the  other,  and  the  only  re- 
striction would  be  a  very  definite  sepa- 
ration between  the  two.  As  an  interim 
solution  it  might  do  quite  nicely. 

Improvement  Ahead 

My  skepticism  vis-a-vis  the  Smith- 
sonian agreement  has  been  voiced 
repeatedly  in  this  column.  However, 
there  can  be  little  doubt  that  in  terms 
of  trade  the  two  dollar  devaluations 
did  represent  a  coup  by  the  Nixon 
Administration.  Large  segments  of 
U.S.  industry  have  benefitted  already 
and  will  reap  further  benefits  down 
the  road.  U.S.  industry  has  clearly  be- 
come more  competitive.  For  example, 
measured  in  terms  of  dollars,  manu- 
facturing wages  in  the  last  three  years 
have  increased  130%  in  Japan  and  25% 
in  the  U.S. 

Getting  back  to  stock  markets- 
three  years  ago,  the  Japanese  Dow 
Jones  stood  at  approximately  2300 
and  the  U.S.  Dow  was  at  775.  Today 
the  respective  levels  are  5300  and 
950.  Perhaps  not  near  term  (which 
seldom  happens)  but  certainly  fur- 
ther out,  the  stock  markets  ought  to 
reflect  these  changes  in  the  competi- 
tive postures  in  Japan  and  in  the  U.S. 

So,  while  the  stock  markets  have 
been  saying  that  the  renewed  devalu- 


ation of  the  dollar  will  have  no  ap- 
preciable impact,  there  can  be  no 
question  that  at  some  point  the  cost 
and  price  advantages  derived  by  the 
U.S.  from  the  two  devaluations  will  be 
reflected  in  an  improved  balance  of 
trade.  The  chances  that  the  second 
devaluation  will  have  the  desired  re- 
sults are  better  than  the  last  time 
around,  even  though  the  stock  mar- 
kets are  saying  the  opposite.  How 
about  this  conclusion-prediction:  The 
stock  markets  were  wrong  in  their 
initial  reaction  to  the  Nixon  shock  of 
August  1971  (remember  the  boom  in 
Wall  Street  and  the  collapse  of  the 
Tokyo  market)  and  they  are  prob- 
ably wrong  again  this  time.  This 
means  in  the  not-too-distant  future  we 
should  see  some  favorable  impact  on 
the  U.S.  market  and  an  adverse  one 
for  the  markets  in  countries  that  have 
revalued  the  most  in  relation  to  the 
U.S.  dollar. 

Admittedly,  in  the  U.S.,  where  for- 
eign trade  amounts  to  little  more  than 
4%  of  GNP,  considerations  other  than 
the  balance  of  trade  and  balance  of 
payment  are  much  more  significant 
for  the  stock  market  than  in  Japan, 
where  foreign  trade  is  11%  of  GNP, 
and  Germany,  where  it  is  close  to  20%. 
Yet  certain  segments  of  U.S.  industry 
depend  substantially  on  international 
trade  and  will  benefit,  whereas  the 
reverse  is  true  of  many  foreign  com- 
panies and  stocks. 

My  repeated  exhortations  in  this 
column  not  to  forget  foreign  securities 
have  proven  to  be  reasonably  appro- 
priate. In  view  of  the  current  turmoil 
on  the  international  scene,  what  does 
one  do  now?  While  I'm  not  very  op- 
timistic short  term  for  many  foreign 
markets,  they  still  hold  considerable 
attraction  longer  term.  Particularly 
well-chosen  securities  of  attractive 
companies  should  still  benefit  once 
more  from  either  a  further  devaluation 
of  the  dollar  (which  might  be  the  re- 
sult of  a  joint  European  "floating")  or, 
more  likely,  a  two-tier  currency  sys- 
tem. In  the  latter  ease,  the  profits  to 
be  reaped  could  again  be  substanli.il. 

For  the  companies  I  have  men- 
tioned previously  in  this  column, 
the  positive  outlook  has  changed  little 
because  of  the  realignment  ol  curren- 
cies. Volkswagen  is  an  exception.  It 
will  be  hurt  because  ol  its  heavy  reli- 
ance on  the  U.S.  market.  Hut  in  this 
case  the  fundamentals  arc  so  strong 
that  the  turnaround  has  merely  been 
postponed  and  the  potential  rewards 
for  the  long-term  Investor  still  dwari 

tin-  possible  risk.  The  South  African 
gold    shares,    lee ■oinmendrd    repeated 

ly  here,  have  benefitted  from  the  In- 
crease in  the  gold  price.  At  cm  rent 
prices,  however,  1  would  rate  them 
"holds"  rather  than  "buys."   ■ 
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(Continued  from  page  20) 

credit  ABC's  handling  of  the  1972  Sum- 
mer Olympics,  which  was  exceptional 
and  well-received  by  a  large  audience. 
But,  on  a  week-in-week-out  basis,  NBC's 
record  of  live  sports  coverage  of  cham- 
pionship events  is  unparalleled. 

—Carl  Lindemann  Jr. 

Vice  President,  Sports, 

National  Broadcasting  Co. 

New  York,  N.Y. 

No  Wonder! 

Sir:  The  most  striking  point  of  "Who's 
Where  in  Growth"  (Jan.  1)  is  that  435 
of  the  companies  ranked  (57%)  showed 
five-year  annual  per-share  earnings 
growth  of  less  than  5%.  Growth  rates 
were  negative  for  272  companies  (35%). 
The  long-established  trend  of  net  selling 
by  private  investors  and  the  heavy  mu- 
tual fund  net  redemptions  can  hardly 
come  as  a  surprise. 

—William  S.  Wright  Jr. 
Zurich,  Switzerland 

Source  Capital 

Sir:  In  your  table  "The  Bargain  Base- 
ment" (Feb.  1,  p.  21),  the  figures  listed 
for  Source  Capital  under  increases  in 
price  and  net  asset  value  are  wrong. 

—Louis  A.  Scroggin 
Santa  Barbara,  Calif. 

Source  Capital  (previously  SMC  In- 
vestment) underwent  a  recapitalization. 
The  corrected  figures  are:  increase  in 
stock  price,  12.9%;  in  net  asset  value, 
5.7%-Ed. 

The  Whole  Truth 

Sir:  My  company  is  constantly  telling 
us  how  much  employee  benefits  cost 
(Fact  £r  Comment,  Feb.  15)  and  always 
uses  the  gross  figure.  But  has  anyone 
ever  considered  that  the  money  so  ex- 
pended is  included  in  the  cost  of  doing 
business?  As  my  company  is  in  the  49%- 
50%  tax  category,  the  benefits  are  costing 
them  only  half  the  amount  they  tell  us. 
We  are  grateful.  But  tell  it  as  it  is. 

—A.  T.  Mancino 
Linden,  N.J. 

Kick  Unions  Off  Welfare! 

Sir:  Management  must  push  for  legis- 
lation that  will  prohibit  public  funds 
being  paid  to  strikers  for  any  reason 
("As  We  See  It,"  Feb.  1).  Why  can't 
unions  provide  the  welfare  for  their 
members? 

* 

— W.E.  Brown 
Dunedin,  Fla. 

Sir:  I  wonder  how  many  of  our  tax- 
reforming  liberals  are  willing  to  end  the 
biggest  subsidy  of  them  all:  striking 
unionists  collecting  welfare. 

—Michael  Johnson 
New  York,  N.Y. 


Established 
^  1950 


INVESTIGATE  THE 

T.ROWE PRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


r 
■ 
i 
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Mail  Coupon  for  Free  Prospectus  and  Literature  |B  H  Hi  Hi  HJ 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201  J 

NAME | 

ADDRESS— ■ 


CITY_ 


.STATE. 


.ZIP. 


Public  Service  Electric  and  Gas  Company 

QUARTERLY  DIVIDENDS 

The   Board   of   Directors   has  de- 
clared the  following  dividends  for 
the  quarter  ending  March  31, 1973: 

Class  of  Stock 

Common 

$1.40  Dividend 

Preference  Common 

Dividend 
Per  share 

$  .43 

$  .35 

All  dividends  are  payable 
on  or  before  March  30, 
1973  to  stockholders  of 
record    March    2,   1973. 

Cumulative  Preferred 
$4.08%  Series 

$1.02 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

jg/stoD*. 

5.28%  Series 

1.32 

gy   ^a 

6.80%  Series 

1.70 

fc.    c3 

7.40%  Series 

1.85 

\j^\y 

7.52%  Series 

1.88 

7.80%  Series 

1.95 

ntFir1 

8.08%  Series 

2.02 

I^NIc'l  ■ 

9.62%  Series 

2.405 
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AMF   INCORPORATED    8 
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ASG    INDUSTRIES    INC 68 
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Lindsey,  Inc. 


CONNECTICUT   DEVELOPMENT 

COMMISSION    69 

Agency:   CDC  Advertising 

CONTEMPORARY   MARKETING,   INC.        69 

Agency:   Contemporary  Marketing,  Inc. 
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Agency:    Marsteller  Inc. 
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Advertising 
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Agency:   Gardner  Advertising  Company 
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Agency:   J.  Walter  Thompson  Company 
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Agency:   Harold  Cabot  &  Co.,  Inc. 

D  AMFAC,  INC 64 

Agency:   Hill  and  Knowlton,  Inc. 

BABSON'S   REPORTS 

INCORPORATED      105 

Agency:   Kenneth  T.  Vincent  Co. 

BALTIMORE  GAS  &  ELECTRIC 

COMPANY    35 

Agency:  W.B.  Doner  and  Company, 
Advertising 

O  BANKERS  SECURITY  LIFE 

INSURANCE    SOCIETY     84 

Agency:   Stackig,  Sanderson  & 
White,  Inc. 

$   BAY  COUNTY,   FLORIDA, 

CHAMBER   OF   COMMERCE    55 

Agency:   Dodson,  Craddock  and 
Born  Advertising,  Inc. 

BLYTH   EASTMAN    DILLON   &  CO. 

INCORPORATED      84 

Agency:   Doremus  &  Company 

BUSINESS   WEEK      103 

Agency:  Warren,  Muller,  Dolobowsky, 
Inc. 

D   CALIFORNIA  COMPUTER 

PRODUCTS,     INC 19 

Agency:   Dailey  &  Associates 
Advertising 

#   CANTON    COMPANY    83 

Agency:   Waltjen  Associates,  Inc. 

□  CHEMETRON    CORPORATION     53 

Agency:   Buchen  Advertising,  Inc. 

CHEVROLET  MOTOR   DIVISION 
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CORPORATION    3rd   Cower 

Agency:   Campbell-Ewald  Company 

O   THE  CITIZENS  AND  SOUTHERN 

NATIONAL    BANK     67 

Agency:   Henderson  Advertising 
Agency,  Inc. 

D   CITIZENS  BANK-U.S.A. 

DIVISION      20 
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COMMODITY   JOURNAL    106 
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CRANE    CO 41 

Agency:   Doremus  &  Company 

CROUSE-HINDS     12 

Agency:   Grey  &  Davis  Inc. 

THE    DANFORTH    ASSOCIATES    108 

Agency:   Wunderman,  Ricotta 
&  Kline,  Inc. 

DELTA   AIR    LINES,    INC 40 

Agency:    Burke  Dowling  Adams,  Inc. 

DOW  THEORY   FORECASTS,   INC 107 

Agency:  Thomas  &  Lee  Advertising 

EASTMAN   KODAK  COMPANY    17 

Agency:   J.  Walter  Thompson  Company 


INTERNATIONAL    UTILITIES    CORP. 

Agency:    Marsteller  Inc. 
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LIONEL  D.  EDIE  &  COMPANY,  INC. 
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ENERGY    FUND,    INC 106 

Agency:   The  Leo  Baron  Agency  Inc. 
Advertising 

THE   FIELD  &  STREAM 

BOOK    CLUB  93,    94,   95 

Direct 

FINANCIAL  PROGRAMS,   INC 104 

Agency:  J.R.  Riddle  &  Associates 
Incorporated 

THE  FIRST   NATIONAL   BANK 

OF   CHICAGO    57 

Agency:   Foote,  Cone  &  Belding 

FIRST  NATIONAL  CITY 

CORPORATION  72-73 

Agency:   SSCandB  Inc.  Advertising 

FORBES   MAGAZINE    96  &  99 

FRUEHAUF  CORPORATION    45 

Agency:    Burton  Sohigian  Inc. 

FUNDSCOPE      98 

Agency:   Doremus  &  Company,  Ltd. 

GEORGIA  POWER  COMPANY 
INDUSTRIAL   DEVELOPMENT 

DEPARTMENT 62 

Agency:    Lowe  &  Stevens  Inc. 

GIRARD    BANK     79 

Agency:   Montgomery  and  Associates, 
Inc. 

GOLDMAN,  SACHS  &  CO 100 

Agency:   Doremus  &  Company 

GROWTH   FUND   RESEARCH,   INC.  98 

Agency:    Leland  Hill  Advertising 

GROWTH   INDUSTRY  SHARES,  INC.        109 

Agency:   Hoffman,  York,  Baker  & 
Johnson  Inc. 

HAVERHILL'S    113 

Agency:   Kadeemah  Advertising,  Inc. 

HERCULES    INCORPORATED    63 

Agency:   Fuller  &  Smith  &  Ross  Inc. 

HOUSEHOLD   FINANCE 

CORPORATION    89 

Agency:   Needham,  Harper  and  Steers 
Advertising,  Inc. 
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THE  JOHNSTON    MUTUAL 

FUND,    INC 109 

Agency:   Pace  Advertising  Agency,  Inc. 

KENTUCKY   DEPARTMENT 

OF   COMMERCE    10 

Agency:    Rogers  &  Brothers 
Incorporated 

KNOTT  HOTELS  CORPORATION    20 

Agency:    Koehl,  Landis  & 
Landan  Inc. 

MARINE    MIDLAND    BANKS,    INC.        42-43 
Agency:   Grey  Advertising  Inc. 

MARKETLINE 

Division  of  Sonex   Inc 52 

Agency:   Eke  &  Burk  Advertising 

MEXLETTER     108 

Agency:   McCann  Erickson-Stanton, 
S.A.  de  C.V. 

MIAMI    LAKES   INN 

&  COUNTRY   CLUB    106 

Agency:   Samuel  B.  Crispin  & 
Associates 

MISSOURI,  STATE  OF- 
COMMERCE   AND    INDUSTRIAL 

DEVELOPMENT     66 

Agency:   D'Arcy  MacManus  &  Masius, 
Inc. 

MONEYSWORTH      11 

Agency:  The  Ad  Agency 


MONSANTO   COMPANY,    INC 

Agency:   Advertising  &  Promotion 
Services 
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N    L   INDUSTRIES,   INC 14 

Agency:   The  Marschalk  Company,  Inc. 

NATIONAL  CAR   RENTAL 

SYSTEM,   INC.  76-77 

Agency:    Richard  K.  Manoff  Inc. 

NEW   YORK    LIFE    INSURANCE 

COMPANY  3 

Agency:   Compton  Advertising,  Inc. 

THE   NOMURA   SECURITIES 

CO.,    LTD.  75 

Agency:    Dentsu  Advertising  Ltd. 


OTIS    ELEVATOR    COMPANY     54 

Agency:   Complan,  Inc. 

Division  of  deGarmo  Inc. 

PANASONIC 

(Matsushita   Electric  Corporation 
of    America)  21 

Agency:  Ted  Bates  &  Company,  Inc./ 
Advertising 

PEOPLES  GAS  COMPANY  Back  Cover 

Agency:    Foote,  Cone  &  Belding 

PHELPS    DODGE    CORPORATION  109 

Agency:   Compton  Advertising,  Inc. 

ROWE    PRICE    NEW    ERA    FUND,    INC.    104 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 
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FUND,    INC.    Ill 

Agency:  VanSant,  Dugdale  and 
Company,  Inc. 

PROCORSA,   S.A 109 

Agency:   Interhoteles,  S.A. 

W  PROFESSIONAL  GOLF  COMPANY 91 

Agency:   Lindsey,  Bradley  & 

Johnston  Advertising 

PUBLIC  SERVICE  ELECTRIC 

AND    GAS    COMPANY    Ill 

Agency:   Doremus  &  Company 

□  RCA  CORPORATION   6-7 

Agency:  J.  Walter  Thompson  Company 

□  RAMADA   INNS 

FRANCHISE    DIVISION     44 

Agency:  Owens  &  Associates 
Advertising 

*  RANDUSTRIAL  CORPORATION    82 

Agency:   Mt.  Pleasant  Advertising, 
Inc. 

REYNOLDS  SECURITIES  INC 102 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 

□  A.  H.  ROBINS  COMPANY 2nd  Cover 

Agency:   Martin  &  Woltz  Inc., 
Advertising 

□  ROCKWELL    INTERNATIONAL    13 

Agency:   Campbell-Ewald  Company 

THE   ROYAL   BANK   OF   CANADA  36 

Agency:    Norman,  Craig  &  Kummel 
(Canada)  Ltd. 

w    RYDER    SYSTEM,    INC 51 

Agency:   Mike  Sloan,  Inc., 
Advertising 

SATURDAY  REVIEW  46,  47,  48,  49 

Agency:  Wunderman,  Ricotta  & 
Kline,  Inc. 

SHELL  OIL  COMPANY    83 

Agency:    Kenyon  &  Eckhardt 
Inc.-C.P.V. 

#  THE   SOUTHERN   COMPANY    70 

Agency:   Liller,  Neal,  Battle  & 
Lindsey,  Inc. 

SPEAR  &  STAFF,   INC. 
INVESTMENT  MANAGEMENT 

DIVISION      107 

Agency:   Prentice  Advertising  Inc. 

TV  GUIDE   MAGAZINE 

Div.  of  Triangle  Publications,   Inc.    ...    85 

Agency:   N.W.  Ayer  &  Son,  Inc. 

TEXAS  UTILITIES  COMPANY    109 

Agency:   Doremus  &  Company 

□  TEXTRON  INC.    4 

Agency:     J.  Walter  Thompson  Company 

TRANS  WORLD   SERVICES,    INC 82 

Agency:   Stackig,  Sanderson  & 
White,  Inc. 

UNITED  MUTUAL  FUND  SELECTOR    .  .    98 

Agency:   The  Silton  Company,  Inc. 

Q     UTAH   POWER  &  LIGHT  CO.    18 

Agency:   Gillham  Advertising,  Inc. 

THE  VALUE   LINE    INVESTMENT 

SURVEY    82    &    105 

Agency:   The  Vanderbilt  Advertising 
*     Agency,  Inc. 

WESTERN    INDUSTRIAL   BANK    69 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 

WHITE,  WELD  &  CO. 

INCORPORATED      60 

Agency:  Gaynor  &  Ducas,   Inc. 

XEROX    LEARNING    SYSTEMS    26 

Agency:   Needham,  Harper  and  Steers 
Advertising,  Inc. 


this  new  palm-sized 
machine  maybe 
the  greatest 
breakthrough 
in  dictating 
equipment  since 
the  invention  of 
magnetic  tape 


We  don't  have  to  sell  you  on  the  convenience 
or  necessity  of  dictating  equipment.  But,  most 
dictating  equipment  is  desk-bound  and  so 
called  "portable"  machines  are  often  cumber- 
some and  heavy,  have  bad  reproduction,  use 
non-standard  tapes  of  short  capacity  and  are 
limited  in  features  and  performance. 

But  Murac  Micromatic  is  different  and  better. 
It  is  a  complete  breakthrough  in  design  and 
engineering  and  has  features  and  performance 
never  before  seen  in  any  portable  equipment. 


/only 


First  of  all,  the  Murac  Micromatic  is  light  and  small.  It  weighs  just  20  oz.  and  measures  51/2X 
3V2XIV2".  It  fits  easily  in  the  palm  of  your  hand  and  you  can  comfortably  carry  it  in  your 
pocket  or  on  your  wrist. 

It  has  the  clarity  and  fidelity  that  you'd  expect  in  a  fine  concert  recorder.  This  performance 
is  assured  by  its  built-in  condenser  microphone,  wow/flutter  of  less  than  0.3%,  frequency 
response  of  150  to  8,000  Hz.,  and  dynamic  speaker  with  400  mW  output. 

And  here  is  the  operational  breakthrough  that  distinguishes  the  Murac  Micromatic:  it  is  a 
one-button  instrument.  Yes,  one  button  does  it  all-recording,  playback,  fast  forward  or 
rewind.  Even  to  pause  temporarily  in  recording  or  playback,  is  done  with  a  hold  button  and 
with  just  one  finger. 

Naturally,  the  Murac  Micromatic  uses  standard  1  or  2  hr.  tape  cassettes  available  anywhere. 

It's  great  for  taping  lectures  and  conferences.  Its  built-in  3-digit  counter  lets  you  locate  any 
segment  of  the  tape  fast  and  accurately. 

With  the  Murac  Micromatic  you  may  use  any  standard  cassette  tape  player  for  transcription. 
No  need  to  tie  up  the  machine  itself  or  use  specialized  transcribing  equipment.  When 
traveling,  just  dictate  and  mail  your  tape.  Naturally,  if  you  prefer,  you  can  use  the  Murac 
Micromatic  itself  for  transcribing. 

This  remarkable  instrument  is  simply  loaded  with  features.  Here  are  some  others:  ■  Built-in 
battery  charger  ■  Built-in  IC  line  amplifier  for  perfect  recording  any  time  ■  Easy-load  pop-up 
cassette  door  ■  Built-in  battery  strength  meter  ■  Built-in  recording  level  guide.  Input  jack 
for  remote  control  mike.  Output  jack  for  earphones  or  speaker  ■  AC  adapter  for  playing  through 
AC  outlets  ■  Uses  four  standard  or  rechargeable  batteries. 

The  best  surprise,  perhaps,  about  the  Murac  Micromatic  is  the  price:  it's  just  $99.95.  Com- 
pare this  value  with  other  recorders  selling  for  $150  or  more. 

Standard  equipment  for  the  Murac  Micromatic  is:  ■  the  AC  adapter  ■  earphone  ■  set 
of  four  batteries  ■  one  blank  cassette  ■  vinyl  carry  case  with  lanyard. 

The  Recording  Accessory  Kit  contains:  deluxe  fitted  carry  case  with  hind/shoulder  strap, 
remote  microphone,  cigarette  lighter  adapter  for  car  use,  six  blank  cassettes  with  index 
cards  and  four  rechargeable  batteries. 

The  Transcribing  Accessory  Kit  contains:  foot  pedal,  twin  ear  set  and  telephone  pick-up. 
Order  the  Murac  Micromatic  system  in  full  confidence  and  add  hours  of  efficiency  to  your 
every  workday.  We  give  you  a  two-week  unquestioned  return  privilege  and  one-year  guar- 
antee for  parts  and  workmanship  (we  repair  free,  only  charge  for  postage  and  insurance). 


Please  send  me:    □  Standard  Murac  Micromatic    $99.95 

□  Recording  Accessory  Kit    S29.95  □  Transcribing  Kit    $19.95 

□  My  check  for  this  amount  (Calif,  deliv.  add  tax),  plus  $2.  for  post,  and  insur 

Charge  my  □  BA,  □  MC  Card,  # Expires 

Signature (For  MC  or  BA  only) 

Name _ 

Address 


is  enclosed. 


351-1 


-Zip- 


haverhills 

584  Washington  Street 
San  Francisco,  Calif.  94111 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Spring:   Nature  renewing  its  lease 
on    life.  —Arnold    Glasow 


Thy  destiny  is  only  that  of  man,  but 
thy  aspirations  may  be  those  of  a  god. 

—Ovid 


As  a  man  grows  older  it  is  harder 
and  harder  to  frighten  him. 

—Jean  Paul  Richter 


What  I  aspired  to  be,  and  was  not, 
comforts  me.         —Robert  Browninc 


There  is  no  sorrow  I  have  thought 
more  about  than  that— to  love  what 
is  great,  and  try  to  reach  it,  and  yet  to 
fail.  —George  Eliot 


Mean  spirits  under  disappointment, 
like  small  be  or  in  a  thunderstorm,  al- 
ways turn  sour.         —John  Randolph 


We  must  be  doing  something  to  be 
happy.  Action  is  no  less  necessary 
to  us  than  thought. 

—William  Hazlitt 


Amid  life's  quests,  there  seems  but 
worthy  one:  to  do  men  good. 

—Gamaliel  Bailey 


Search  for  a  single,  inclusive  good 
is  doomed  to  failure.  Such  happiness 
as  life  is  capable  of  comes  from  the 
full  participation  of  all  our  powers 
in  the  endeavor  to  wrest  from  each 
changing  situation  of  experience  its 
own  full  and  unique  meaning. 

—John  Dewey 


Often  the  test  of  courage  is  not  to 
die  but  to  live.         —  Vittorio  Alfieri 


In  those  vernal  seasons  of  the  year, 
when  the  air  is  calm  and  pleasant, 
it  were  an  injury  and  sullenness 
against  nature  not  to  go  out  and  see 
her  riches  and  partake  in  her  rejoic- 
ing with  heaven  and  earth.    —Milton 


Even  if  you  don't  get  anywhere, 
it's  a  satisfaction  to  know  you  did  your 
best.  —William  Feather 


B.  C.  FORBES 

To  get  the  most  out  of  the 
world,  one  must  conscientiously 
strive  to  put  the  most  into  the 
world.  Life  without  worthy  ide- 
als becomes  wholly  unsatisfy- 
ing, sour.  If  our  supreme  objec- 
tive is  to  serve,  no  blow  fate 
may  administer  can  daunt  us. 


Life  is  like  a  game  of  poker:  If 
you  don't  put  any  in  the  pot,  there 
won't  be  any  to  take  out. 

-Moms  Mabley 


However  small  in  proportion  the 
benefit  which  follows  individual  at- 
tempts to  do  good,  a  great  deal  may 
be  accomplished  by  perseverance, 
even  in  the  midst  of  discouragements 
and  disappointments. 

— Georce  Crab  be 


What  praise  is  implied  in  the  simple 
epithet  useful!  What  reproach  in  the 
contrary.  —David  Hume 


And   the   spring   comes   slowly  up 
this  way.  —Robert  Burns 


Man  is  not  on  the  earth  solely  for 
his  own  happiness.  He  is  there  to 
realize  great  things  for  humanity. 

—Vincent  van  Goch 


The  greatest  service  we  can  per- 
form for  others  is  to  help  them  to 
help    themselves.       —Horace    Mann 


An  of  timist  sees  an  opportunity  in 
every  calamity;  a  pessimist  sees  a 
calamity  in  every  opportunity. 

—Winston  Churchill 


All  good  things  of  this  world  are  no 
further  good  than  as  they  are  of  use; 
and  whatever  we  may  heap  up  to 
give  to  others,  we  enjoy  only  as  much 
as  we  can  make  useful  to  ourselves 
and  others,  and  no  more. 

—Daniel  Defoe 


Awake,  my  heart,  and  sing! 

—Paul  Gerhardt 


More  than  3,000  "Thoughts"  in- 
dexed by  author  and  subject,  arc 
noio  available  in  a  574-pa^e  book 
at  $6.95.  Send  cheek  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  Stale,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text 


Sent  in  by  Mrs.  Henry  C  Sharp, 
Winston-Salem.  N.'C.  What's 
your  favorite  text9  The  Forbes 
Scrapbsok  of  Thoughts  on  the 
Business  of  Life  is  presented  to 
senders  of  texts  used. 


Thou  hast  put  gladness  in  my  heart. 

IWi  m    1:7 
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Still  on  Top 
of  the  World  ? 
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You  can  build  a  new  building 
and  know  what  it's  going  to  cost 
before  you  start. 

All  too  often  that's  not  the  case 
in  commercial,  industrial  or 
institutional  construction. 
Because  the  responsibility  for  the 
various  phases  of  the  building  project 
gets  spread  among  too  many  parties 
and  no  single  source  has  control. 

And.  unless  you're  an  experienced 
construction  professional,  you  have 
no  choice  but  to  delegate. 

So.  why  not  select  one 
construction  professional  to 


assist  you  with  management  of  the 
entire  project?  A  professional 
capable  and  experienced  in 
balancing  good  design 
with  construction  economy. 
A  professional  who  can  help  you 
set  the  right  budget  and  then 
help  you  jtick  to  it.  A  professional 
like  your  Butler  Builder." 

When  you  build  this  way, 
you  assign  design  and  construction 
responsibilities  to  just  one  source. 
Which  means  instead  of  opening 
bids  to  find  out  if  you  can  afford 
the  building  you've  designed, 
you  design  your  building  to  meet 


Know  what 
you're  getting  into. 


your  budget  and  your  needs. 
And,  you  maintain  an  open  line 
of  communication  on  all  phases 
of  your  project. 

So  don't  let  the  fear 
of  uncontrollable  costs  keep  you 
from  building  the  building  you  need. 
Build  a  Butler  building  and  know 
what  you're  getting  into. 

For  more  information,  call  your 
Butler  Builder."  He's  listed 
in  the  Yellow  Pages  under 
"Buildings.  Metal'.'  Or  write  us 
for  this  free  informative  brochure. 
And.  if  you'll  tell  us  how  you  plan 
to  use  your  building,  we'll  try 
to  supply  color  photos  of  how  others 
have  used  Butler  buildings 
in  a  similar  manner. 

Write  Butler 
Mfg.  Co.. 
--p-  BMA  Tower. 

pprfc^j       Dept.  B-393. 
"■  Kansas  City. 

Missouri 
64141. 
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Build  a  Butler  Building 

'butlei? 

ds  internationally,  with  plants  and  olliccs  in  ihc  United  States,  i  anada,  Mexico  and  t hi  '  nitad  KinpaaM 


If  business  "hides  its  light 
under  a  bushel"  it  can  go  out 


In  almost  any  newspaper  or  TV  broadcast  there  will  be  one  too  many 
cracks  at  "greedy"  business,  but  never  a  reply.  Yet  it  is  business  whose 
taxes  pay  a  great  bulk  of  the  cost  of  maintaining  our  government,  paying 
for  relief  of  the  poor,  supporting  hospitals  and  schools,  building  our  roads. 
And  it  is  out  of  business  profits  that  come  the  pensions  to  retired  workers, 
the  research  to  fight  disease.  And  even  in  the  recent  so-called  poor  times, 
business  provided  82  million  good  jobs  and  is  creating  one  million  more 
jobs  every  year. 

And  it  is  business  in  its  search  for  profit  that  has  brought  us  up  and 
out  of  the  drudgery  of  our  forefathers  .  .  .  Anybody  want  to  go  back? 

BURLINGAI 
MAR  2  7  1973 
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A  product  of  Warner  &  Swasey's  Wiedemann  Divi- 
sion, this  all-new  45  ton  Wiedematic®  MACH  II  is 
twice  as  fast  as  previous  machines  and  opens  new 
markets  for  high  speed  punching.  The  CNC  control 
is  manufactured  by  Warner  &  Swasey's  Electronic 
Products  Division. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Before  you  buy 

any  business  jet,  look  into 

its  family  background. 


In  a  full  decade  of  operation,  Sabre 
business  jets  have  compiled  a  record  no  one 
else  can  come  close  to.  Rockwell  Sabre  60  and 
its  family  of  Sabre  jets  have  flown  more 
than  2,035,000  hours  and  over  one  billion 
miles.  All  in  maximum  comfort  and  safety,  at 
airline  speeds,  while  operating  for  less  money 
than  competing  airplanes. 

An  impressive,  but  not  surprising,  record. 
Because  these  airplanes  come  from  Rockwell 
International  and  their  family  tree  reads 
like  the  history  of  American  aviation  .  .  . 
B-25,  P-51,  F-86,  X-15,  the  Apollo 
spacecraft  all  included. 

What  this  means  to  you  is  that  you  can 
count  on  the  Rockwell  Sabre  60  to  be  a 
hard-working  piece  of  business  equipment 


that  will  provide  a  good  return  on  your 
investment.  And  we'll  help  keep  it 
hard-working  with  a  network  of  eight  fully 
equipped  service  bases  across  the  country. 

A  demonstration  trip  is  the  best  way  to 
see  how  the  Rockwell  Sabre  60  can  handle 
your  business  travel  requirements.  For 
complete  information  about  our  line  of 
business  jets,  including  facts  about  full  service 
finance  and  lease  plans  available,  call 
Ed  Mahood,  V.P.  Sales,  Sabreliner  Division, 
(213)  670-9151.  Or  write  Rockwell 
International,  Dept.  FOR-27,  Bethany, 
Oklahoma  73008. 


€> 


Rockwell  International 

Where  science  gets  down  to  business. 


•t  Member  of  GAMA 
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You  get  plain  paper  copies 
from  the  new  3M  "VHS"  Copier. 

It  takes  just  Vh  seconds  to  get  your  first  copy.  And  you  get 
3  copies  in  your  hand  before  most  other  copiers  give  you 
one.  That's  fast.  Faster  than  any  other  copier  that  uses 
plain  bond  paper.  The  new  3M  Brand  "VHS"  Copier,  with 
the  new  3M  Magne-Dynamic  technology  behind  it, 
delivers  beautiful  copies,  too.  Solids,  halftones, 
colors,  line  and  even  3  dimensional  objects  come 
out  sharp  and  clear.  See  it.  Try  it.  The  3M  "VHS" 
can  bring  a  high  degree  of  efficiency,  reliability 
and  economy  to  your  office  copying. 

The  "VHS"  is  one  of  a  new  generation  of 
copiers  from  3M.  All  designed  to  help 
you  be  sure  you  have  the  right  copier 
in  the  right  place  at  the  right  job. 
Interested?  It's  time  to  call  us. 


CIT  has  capital  ideas  that 
produced  capital  results  in  1972, 

9%  gain  in  net  income  over  the  previous  year. 
41%  gain  during  the  past  5  years. 


C.I.T  FINANCIAL  CORPORATION 

1972  197t 

S      85^000     $      78.027,000 

NETINCOME 

BUSINESS  AND  CONSUMER 

FINANCING  DIVISION  50,024,000  45.147.000 

Nellncome  .  .  ■ 3.072,364,000      2.918.041.0OO 

Receivables  Outstanding 

,NSURANCE  DIVISION  i2,l44,000  10,905.000 

Ne,  Income     \\\\       2.952,200.000      2,514,400,000 

Life  Insurance  in  Force 

BANKING  DIVISION  18.072,000  20.198.000 

Netlncome    [\      2,676,387.000  2-M1*f  •"£ 

Assets     .       2,324,333.000  2.»3^0M 

Deposits .          201.403,000  t86.275.000 

Capital  Accounts 

MANUFACTURING  AND 

MERCHANDISING  DIVISION  10,022,000  7.382,000 

Netlncome     366,096,000         362,497,000 

Sales 

EARNED  PER  COMMON  SHARE  ^  3.77 

Primary .  .  .  .  3"" 

Fully  diluted 
"COMMON  STOCK  DIVIDENDS  ^  ,    ,,j 

^±^f!Tr!^---^^  -3,30,000 

STOCKHOLDERS' EQUITY 


1972  was  our  21st  consecutive  year  of  record  earnings.  Our  net 
income  was  $85  million,  for  a  9%  gain  over  the  previous  year. 
Per-share  earnings  (primary)  were  $4.10,  up  from  $3.77  in  1971. 

Our  Business  and  Consumer  Financing  Division,  consistently 
the  largest  contributor  to  earnings  of  all  four  C.I.T.  divisions,  pro- 
duced an  11%  increase  in  net  income  over  1971. 

Our  Insurance  Division  posted  an  11%  increase  in  earnings  for 
1972.  Premium  writings  and  underwriting  income  both  were 
aheaAof  the  1971  figures. 

The  Manufacturing  and  Merchandising  Division,  which  in- 
cludes Picker  Corporation,  Gibson  Greeting  Cards  and  All-Steel 
Equipment,  scored  a  36%  increase  in  net  income,  with  all  three 
companies  contributing  to  the  gain. 

National  Bank  of  North  America's  earnings  were  10%  below 
the  record  year  of  1971,  but  the  bank's  deposits  grew  by  $191 


million,  capital  accounts  increased  $15  million  and  total  resources 
rose  $135  million. 

We  think  the  outlook  for  1973  is  excellent.  The  overall  economy 
continues  to  expand,  consumers  show  strengthened  confidence 
through  their  increasing  personal  expenditures,  and  sales  and 
earnings  in  the  business  sector  continue  to  accelerate. 

Against  such  a  background,  C.I.T.  is  well  positioned  to  move 
ahead.  Our  resources,  services  and  products  are  employed  in 
making  the  economies  of  the  United  States  and  Canadt  stronger 
by  enabling  people  to  work  more  productively  and  live  better.  In 
the  interest  of  our  stockholders,  we  are  dedicated  to  the  corporate 
purpose  of  helping  people,  communities  and  businesses  grow. 

In  so  doing,  C.I.T.'s  management  is  committed  to  making  1973 
another  year  of  sound  growth  and  increased  profitability  for  our 
company. 


The  company  with  capital  ideas. 


THE  CIT  COMPANIES: 

Business  and  Consumer  Financing  Division 

C.I.T.  Financial  Services,  C.I.T.  Corporation, 

C.I.T.  Leasing  Corporation,  C.I  T  Buildings  Corporation, 

Canadian  Acceptance  Corporation  Limited, 

The  Tuition  Plan.  Inc.,  C.I.T.  Service  Leasing  Corporation. 

Meinhard-Commercial  Corporation.  William  Iselin  &  Co.,  Inc. 

Insurance  Division 

North  American  Company  for  Life  and  Health  Insurance. 

Service  Fire  Insurance  Company 

Banking  Division 

National  Bank  of  North  America 

Manufacturing  and  Merchandising  Division 

All-Steel  Equipment  Inc., 

Gibson  Greeting  Cards,  Inc.. 

Picker  Corporation 


J  Corporate  Relations  Dept. 
I  C.I.T.  Financial  Corporation 
|  650  Madison  Avenue 
New  York,  N.Y.  10022 

I  Please  send  the  1972  C.I.T.  Annual  Report 
when  available)  to: 


Name 
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|  Company 
I  Address 


_Title_ 


Citv 
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A  guardrail  should 
steer  you,  not  spear  you. 


There  are  too  many  blunt-end  guardrails  along  our  roads  killing  too  many  motorists. 
Their  dangerous  exposed  ends  can  spear  right  through  a  car,  and  the  situation  is  being 
corrected  on  too  few  of  our  highways. 

Every  blunt-end  guardrail  should  be  replaced  by  a  properly  flared  and  anchored 
guardrail  with  a  buried  end.  That  way  it  can  act  as  a  ramp  and  help  guide  your  car  to 
a  safe  stop. 

And  the  blunt-end  guardrail  is  just 
one  of  the  roadside  deathtraps  that 
needlessly  kill  and  maim  thousands 
of  Americans  every  year.  There 
are  many  more,  like  rigid  signposts 
and  light  poles,  open  embankments 
and  ditches,  unshielded  bridge 
supports  and  concrete  abutments 
and  other  fixed  obstructions  like 
trees  and  telephone  poles. 

But  we  now  have  the  know-how 
and  the  technology  to  correct  most 
of  them.  Though  we  can't  eliminate 
human  error  on  our  highways,  we 
can  sharply  reduce  the  number  of 
dangerous  roadside  hazards  that 
result  in  so  many  needless  tragedies. 

State  Farm  Mutual  has  put 
together  a  booklet  to  show  you  what 
we  can  do  to  make  our  roadsides 
safe.  Write:  "Deathtraps,"  Dept.  F, 
State  Farm,  Bloomington,  Illinois 
61701,  and  we'll  send  you  one. 


Let's  do  away  with  our 
roadside  deathtraps 
before  they  do  away 
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STATE  FARM  MUTUAL  AUTOMOBILE  INSURANCE  COMPANY. 
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Our  New  Baby 

With  this  issue  a  new  Forbes  feature  is  born.  Entitled  "The  Num- 
bers Game,"  it  tackles,  in  what  we  hope  is  a  bright  and  interesting 
fashion,  that  traditionally  dry-as-dust  subject,  financial  accounting. 
The  first  column  demonstrates  how— deliberately  or  otherwise— Ampex 
Coip.  and  its  auditors  may  have  misled  investors  in  its  1971  annual 
report.  Through  the  column  we  hope  to  help  readers  learn  more 
about  what  to 
look  for  in  the 
fine  print  of  cor- 
porate reporting. 
A  little  immodest- 
ly perhaps,  we  al- 
so hope  that 
through  intelli- 
gent criticism— not 
shrill  carping— we 
may  even  contrib- 
ute to  raising  the 
standards  of  fi- 
nancial reporting. 
In  the  column,  we 
won't  only  be 
looking  to  distrib- 
ute blame.  We'll 
praise  good  re- 
porting, too,  when 
we  see  it. 

The  first  col- 
umn is  the  prod- 
uct of  a  two- 
man  team.  Head- 
ing the  team  was  Associate  Editor  Geoffrey  Smith.  A  seven-year 
Forbes  veteran  at  33,  Smith  graduated  from  Princeton  and  earned 
an  MBA  at  New  York  University.  His  associate  in  the  project  was  Re- 
porter Subrata  Chakravarty,  who  joined  Forbes  last  year  after  grad- 
uating from  Yale  and  from  the  Harvard  Graduate  School  of  Business 
Administration. 

After  weeks  of  reading  reports  and  interviewing  professors  of 
accounting  and  leading  certified  public  accountants,  Smith  and  Chak- 
ravarty hit  on  Ampex  for  their  first  case.  The  reason,  says  Smith: 
"It  did  not  involve  outright  fraud,  but  rather  the  more  common  and 
difficult-to-discern  case  where  the  truth  is  used  but  used  in  a  mis- 
leading way."  Smith  and  Chakravarty  agonized  long  hours  over  a 
style  for  the  new  column.  They  finally  hit  on  a  breezy,  semi-new- 
journalism  approach.  "We  did  so,"  Smith  points  out,  "not  to  be  cute 
nor  merely  to  sugarcoat  a  difficult  subject,  but  basically  because 
this  approach  illustrates  our  own  attitude  toward  the  subject:  We're 
well-informed,  but  not  expert.  We  recognize  we're  dealing  with  a 
world  where  grays  predominate,  rather  than  blacks  and  whites.  We 
tried  to  get  at  the  subject,  not  as  know-it-alls,  but  as  seriously  quest- 
ing individuals,  standing  in  for  the  mass  of  somewhat  confused  busi- 
nessmen and  investors." 

You  can  judge  for  yourself  how  well  Smith  and  Chakravarty  suc- 
ceeded. The  Numbers  Game  appears  on  page  45.  ■ 


Smith 


Chakravarty 
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Why  does 


have  more 

than  250,000 

active  customers? 

Because  AM  products 
do  so  many  things 
for  so  many  people.  But 
in  addition  to  good 
products,  AM  gives  good 
service,  provides  the 
bcsl  supplies  and  can 
be  depended  upon  for 
counsel  and  help  that 
goes  beyond  the  call  of 
duty.  A  quarter  of  a 
million  people  can't 
be  wrong. 


An  AM 
product 


is  never 

very  far 

away 
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FOREIGN 


Pennies  from  Heaven 

If  you  think  money-changing  in 
the  temple  is  a  thing  of  the  past, 
then  think  again.  The  tiny  bank 
in  Vatican  City  has  become  a  haven 
for  harried  American  tourists  rid- 
dled by  the  dollar  devaluation  and 
monetary  crises.  The  Vatican,  an 
independent  state,  has  kept  its  bank 
open  when  foreign  exchange  mar- 
kets have  closed  around  Europe; 
and  to  top  that,  it  has  recently 
been  exchanging  614  lire  to  the 
dollar  while  Italian  banks  have  only 
been  granting  550. 


V. 


BUSINESS 


Long  Time  Coming 

Specialty  steel  producer  Alle- 
gheny Ludlum  Industries  seems  at 
long  last  to  be  seeing  daylight  on 
its  50%-owned  titanium  venture 
(its  partner  is  NL  Industries), 
which  last  year  contributed  some 
20  cents  of  AL's  bounce-back  net 
of  $2.45  per  share,  vs.  a  96-cent 
deficit  the  year  before.  But  the  per- 
formance of  Titanium  Metals  Corp. 
wasn't  all  that  outstanding:  The 
titanium  operation  itself  ran  at  a 
slight  loss  in  1972,  with  the  profit 
coming  from  a  purchased  steel  ven- 
ture; this  year  titanium  too  should 
make  a  little  money.  And  to  make 
even  this  possible,  Allegheny  and 
NL  Industries  had  to  take  $30  mil- 
lion in  debt  off  Timet's  shoulders. 

Lending  Royalties 

Because  authors  get  nothing  for 
library  use  of  their  books  no  mat- 
ter how  many  times  they  are 
read,  Congressman  Ogden  B.  Beid 
(Dem.,  N.Y.)  recently  introduced  a 
bill  calling  for  a  study  of  methods 
of  paying  "lending  royalties"  for 
books  lent  through  libraries.  Some 
European  countries  already  do  so, 
and  Great  Britain  is  considering 
setting  up  such  a  system. 

Help  from  Above 

If  GAF's  film  business,  which 
was  losing  money  only  a  couple  oJ 
years  ago,  goes  through  the  roof 
in  the  next  couple,  part  of  the 
credit  may  be  due  to  its  big  com- 
petitor Eastman  Kodak.  When  Walt 


Disney  Productions  was  preparing 
to  open  Disney  World,  it  demand- 
ed tough  new  terms  from  Kodak, 
the  official  film  supplier  at  Disney- 
land. When  Kodak  balked,  GAF 
stepped  in  and  eventually  wound 
up  with  the  film  contracts  for  both 
operations.  The  lift  for  GAF  comes 
not  on  profit  from  these  contracts 
themselves,  but  from  the  promotion 
value  among  the  20  million  peo- 
ple who  visit  the  two  parks  yearly. 
And  GAF  subsequently  landed  con- 
tracts at  Sea  World  in  California 
and  the  Jungle  Habitat  wildlife 
park  in  New  Jersey. 

Sellers'  Strike 

The  current  issue  of  Better  In- 
vesting, the  publication  of  the  Na- 
tional Association  of  Investment 
Clubs,  carries  an  alarming  call  for 
a  "sellers'  strike"  among  small  in- 
vestors and  reports  a  picketing  of 
the  New  York  Stock  Exchange  in 
support  of  their  demand  for  a  30% 
increase  in  stock  prices.  It  even 
quotes  Big  Board  President  James 
J.  Needham  as  acknowledging  that 
the  strike  was  apparently  "100% 
effective"  on  the  magazine's  cover 
date,  as  not  one  share  was  sold  on 
the  NYSE  that  day.  The  day,  of 
course,  was  Sunday,  Apr.  1.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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The  time  to  start 

reading  The  Journal 

is  when  you  dorit 

have  time  for  it 


If  you're  in  business 
and  serious  about  it,  then 
you're  up  to  here  every 
day  in  crises  and  meet- 
ings and  must- read  reports 
and  newspapers  and  trade 
journals  and  magazines. 
And,  from  7  in  the  morn- 
ing till  7  or  later  at  night, 
you  don't  have  10  minutes 
to  call  your  own. 

Great.  You're  ready 
forTheWall  Street  Journal. 

Every  business  morning,  The  Wall  Street 
Journal  delivers,  in  one  place,  news  happening 
anywhere  in  the  world  that  can  affect  you  and 
your  business.  National  and  international 
news.  Government,  labor,  industry  news.  In 
detail.  And  broad-scope,  so  you  get  an  over- 
view of  the  business  world.  (Isn't  it  nice,  once 
a  day,  to  stand  back  and  get  the  big  picture?) 
Our  staff  of  trained  editors  and  business- news 
reporters  gives  you  the  news  you  need  to  know 
to  make  the  right  business  decisions. 


We  want  it  to  be  easy 
for  you  to  start  reading 
The  Journal.  All  you  have 
to  do  is  mail  in  the  at- 
tached card,  and  you'll 
getTheWall  Street  Journal 
delivered  to  your  home 
or  office  every  business 
day  for  15  weeks,  or  longer, 
if  you  want.  For  only  61<^' 
a  week.  (That's  less  than 
14  cents  a  day.)  If  the  card 
is  missing,  write  to  The 
Wall  Street  Journal,  200  Burnett  Road,  Chico- 
pee,  Mass.  01021.  And  — who  knows?  — when 
you  start  reading  The  Journal,  you  may  find 
out  that  you  don't  need  to  do  some  of  that 
other  reading.  It  TT^I 
may  save  you  time.  I     r^/^ 

Wall  Street 
Journal 

*Price  good  in  United  States  and  possessions  and  Canada. 


ARE  YOU  HOLDING  ON  TO  YOUR 

FLEET  LEASING  ARRANGEMENT  SIMPLY  BECAUSE 

YOU'VE  BECOME  ATTACHED  TO  IT? 


Could  be  you've  outgrown  it.  After  all,  conditions  change  from  year 
to  year.  And  the  methods  of  handling  auto  fleets  change  with  those 
conditions. 

So  perhaps  a  review  is  in  order.  In  all  areas.  Ordering.  Billing.  Delivery. 
Licensing.  Registration.  Used  car  disposal.  You  need  only  cut  a  small 
percentage  point  in  any  of  these  areas  to  realize  substantial  savings. 
We  at  Wheels  would  like  to  be  the  ones  doing  the  reviewing.  We've 
been  at  it  for  more  than  34  years  and  boast  the  kind  of  client  roster 
that  suggests  we're  doing  something  right.  Our  proposal  is  a  simple 
one.  After  we  analyze  and  evaluate  your  present  arrangement,  we'll 
tell  you  one  of  two  things.  That  you've  got  a  good  thing  going  and 
shouldn't  change.  Or  that  we've  found  a  way  to  save  you  money.  Either 
way,  you  benefit. 

Try  us.  Because  in  this  bear  market,  you've  got  to  grab  after  all  the 
financial  security  you  can. 


WHEELS  inc.  and  associated  companies. 

6200  N.  Western  Ave.,  Chicago,  III.  60659  Dept.  FB43 

I'm  interested  in  finding  out  exactly  how  much  money  and  time 

my  company  could  save  through  fleet  leasing. 

We  operate Cars Trucks 

□  Leased  □  Owned  □  Salesmen's  Cars 


Name 

Title 

Company 

Address 

City 

State 

^ 

WHEELSim 

Leasing  Chevrolets  and  other  fine  cars 
and  trucks  for  34  years,  serving  over 
500  of  America's  leading  corporations. 


In  1972  Generated 

$750  Million  in  Revenues, 

Up  30% 

$24.7  Million  Net  Income, 

Up  27% 

$2.16  Earnings  Per  Share, 

Up  12.5% 


Our  five-year  record?  Both  Amfac  re- 
venues and  net  income  from  opera- 
tions as  originally  reported  are  five 
times  greater  today  than  in  1967. 
In  those  same  years  we  thrust  out- 
ward from  our  home  base,  Hawaii, 
to  the  lands  around  the  Pacific's  rim, 
primarily  the  American  West.  Family 
spending  there  is  growing  faster  than 
anywhere  else  in  the  U.S.  Today  75% 
of  our  revenues  come  from  the 
mainland. 

All  our  revenues  come  from  the  four 
basic  consumer  services  we  have 
provided  for  almost  all  of  our  123- 
year  history: 

Merchandising 

Both  our  retail  and  distribution 
groups  grew  in  1972.  We  added  the 
landmark  San  Francisco  department 
store,  City  of  Paris,  and  Gano-Downs 
fashion  stores  in  Denver.  Other 
openings  last  year  raised  our  total 
retail  outlets  to  90.  This  year  Joseph 
Magnin  will  open  the  first  of  eleven 
planned  stores  in  Japan... our  first 
venture  there. 

As  a  distributor,  Amfac  now  ranks 
among  the  U*.S.  leaders  in  electrical 
supplies  and  pharmaceuticals. 


FINANCIAL  HIGHLIGHTS 

(In  Thousands) 

1972 

1971 

% 
Increase 

Revenues         $750,164 

$574,896 

30% 

Net  Income 

24,744 

1 9.506 

27 

Earnings 
per  share: 
Primary 
Fully  diluted 

2.16 
2.05 

1  92 
1  82 

12'/:> 
13 

Total  assets 

560,940 

451 .925 

24 

Stockholders' 
equity 

241 ,308 

212.457 

14 

Additions  to 
property,  plant 
and  equipment 
(excluding 
acquired 
businesses) 

63,165 

36.789 

72 

Asset  Management 

Land  is— and  always  has  been— a 
basic  Amfac  strength.  We  own  more 
than  86,000  acres  and  lease  another 
94,000.  Most  is  used  profitably  for 
agriculture.  On  some  of  our  own 
land  and  that  of  others  our  property 
group  is  developing  resorts  and  con- 
dominiums. A  joint  venture  is  the 
largest  residential  development  in 
Hawaii.  Amfac  s  financial  services, 
consolidated  and  expanded  during 
the  year,  now  manage  mortgages  of 
more  than  $740,000,000. 


Hospitality 

Fresh  dimensions  added  to  the  tra- 
ditional quality  of  our  hotels,  restau- 
rants and  resorts  boosted  revenues 
from  $81,866,000  in  1971  to  $85,- 
681 ,000  lastyear.  Fred  Harvey,  which 
now  has  3,148  hotel  rooms,  opened 
a  278-room  Airport  Marina  Hotel  at 
the  Albuquerque  International  Air- 
port in  1972;  another  is  scheduled 
for  the  new  Dallas/Fort  Worth  air- 
port. Island  Holidays  operates  an- 
other 2,860  hotel  rooms  in  Hawaii. 

Food  Processing 

Lamb-Weston,  our  Oregon-based 
food  processor,  is  one  of  the  largest 
U.S.  producers  of  frozen  french  fried 
potatoes.  In  1972  we  acquired  Wil- 
helm  Foods,  a  Denver  beef  proces- 
sor, and  Ivar  Wendt,  producer  of 
Pacific  Pearl  Alaskan  shrimp  and 
crab.  And  we're  still  Hawaii's  largest 
producer  of  raw  cane  sugar— more 
than  340,000  tons  last  year. 

For  a  copy  of  our  annual  report, 
which  details  much  more  about 
Amfac,  write  to  Amfac,  Inc.,  Depart- 
ment 104,  PO.  Box  3230,  Honolulu, 
Hawaii  96801. 


^mf« 


Serving  People  in  the  U.S.  and  the  Pacific  Basin 


The  Hasselblad  system... 

and  a  few  reasons  why  the  serious  photographer  needs  it. 


The  System 


For  a  free  color  catalog  write:  Paillard  Incorporated.  1900  Lower  Road.  Linden.  N.J  07036. 
Other  products:  Bolex  movie  equipment,  Hermes  typewriters  and  figuring  machines. 


HASS£LBLAD 

P  A  I  I   I   A  R  D 

10  YEARS  OF  SPACE  PHOTOGRAPHY 


READERS  SAY 


Brickbats  for  Musgrave 

Sir:  Dr.  Musgrave  says  the  rich  get 
away  with  murder,  and  capital  gains 
should  be  taxed  the  same  as  ordinary  in- 
come from  wages  (As  I  See  It,  Mar.  J). 
Wage  and  salary  income  is  a  fixed  con- 
tractural  amount  assured  the  worker  sub- 
ject to  his  doing  the  work.  There  is  no 
risk.  But  capital  gains  income,  at  the 
time  of  commitment,  really  has  no  as- 
surance of  income  and  can  involve  sub- 
stantial risk  that  the  funds  used  may  be 
lost  completely  or  enhanced  by  the 
hoped-for  capital  gain. 

—Robert  B.  Baum 
Houston,  Tex. 

Sir:  It  amazes  me  that  a  discussion  of 
capital  gains  can  completely  ignore  the 
impact  of  inflation.  Capital  gains,  if  they 
are  to  be  taxed,  should  be  adjusted  for 
the  effects  of  inflation. 

—J.  Dekema 
La  Jolla,  Calif. 

The  tax  treatment  Professor  Musgrave 
proposes  would  make  allowance  for  in- 
flation—Ed. 

Man  &  Animal  &  Sex 

Sir:  Your  comment  that  unnatural  sex 
Is  having  none  (Fact  6-  Comment,  Jan. 
15)  is  based  on  the  same  lack  of  educa- 
tion which  holds  that  sex  is  natural.  Prop- 
agation, not  sex,  is  natural.  Man  in  his 
natural  state  is  an  animal.  Civilization  is 
not  instinctive.  It  is  taught.  One  of  the 
major  differences  between  man  and  ani- 
mal is  that  man  can  control  his  emotions 
and  an  animal  can't.  The  human  body 
is  well  able  to  adjust  itself  to  sex  or  no 
sex  by  nature,  without  any  adverse  effect. 
—D.J.  Mandelare 
Lockport,  N.Y. 

This  letter  is  genuine— Eu. 

A  Concern 

Sir:  I  have  a  concern  about  one  area 
of  your  Annual  Report  (Forbes,  Jan.  1) 
—namely,  that  some  investors  could  be 
misled  by  the  profitability  measurements 
as  repotted. 

To  calculate  return  on  equity,  it  ap- 
pears that  you  have  divided  the  year- 
end  equity  per  share  into  earnings  per 
share.  I  feel  that  earnings  produced  over 
a  period  of  time  should  be  measured 
against  the  average  equity  investment 
over  the  same  period  of  time.  Since 
equity  per  share  generally  increases  with 
the  accumulation  of  reinvested  earnings, 
your  method  of  calculation  will  usually 
result  in  a  lower  return  on  equity  than 
if  average  equity  per  share  were  used. 
For  AT&T,  instead  of  the  9.0%  return  on 
equity  shown  for  the  most  recent  five- 
year  period  (p.  198),  return  on  average 
equity  as  reported  to  our  shareowners 
has  been  approximately  9.3%. 

The  method  used  by  Forbes  to  calcu- 
late return  on  total  capital  is  considerably 


Where  IU 
gets  its  energy. 


In  the  fast-growing  energy 
market,  IU  supertankers  transport 
oil  throughout  the  world.  We  also 
manufacture  valves,  pressure  vessels 
and  other  energy  systems  and 
equipment.  In  Canada,  we  supply 
gas  and  generate  electricity  for 
380,000  customers. 

In  1972,  IU  energy  operations 


contributed  about  58%  of  pre-tax 
income.  We  expect  added  benefits 
from  our  growing  involvement  with 
liquefied  natural  gas  (LNG). 

For  a  copy  of  "Meet  the  Men 
Who  Manage  IU,"  and  our  latest 
financial  report,  write  IU  Corporate 
Affairs,  1500  Walnut  Street, 
Philadelphia,  Pennsylvania  19102. 


m 

International 


DIVERSIFIED  IN  WORLDWIDE  ENERGY,  TRANSPORTATION/ DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Buy  a  Mercedes-Benz  here, 
pick  it  up  in  Europe  — 
the  money  you  save  can  help 
pay  for  a  great  vacation. 


Forget  crowds  and  tight  sched- 
ules. Follow  your  wanderlust: 
enjoy  the  freedom  of  a  Euro- 
pean motoring  holiday  and  the 
joys  of  a  new  Mercedes-Benz. 
You'll  treasure  the  adventure— 
and  the  car— long  afterward. 
A  European  Delivery  Portfolio 
gives  details  and  lets  you  cal- 
culate how  much  you  can  save. 
Send  the  coupon  today. 


Peter  Grassl 

Mercedes-Benz  of  North  America,  Inc.   >C         V 
One  Mercedes  Drive,  Montvale,  N.J.  07645 

Please  send  me  the  Mercedes-Benz 

Guide  to  European  Delivery. 


Name. 


Address . 
City 


_State. 


.Zip 


FO-1 
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Is  your  Bourbon 
really  the  best, 
now  that  there's  a 
Benchmark? 

That's  a  tough  question  but  it's 
easy  to  answer. 

Taste  your  Bourbon. 
v       Then  taste  Benchmark. 

Then  you'll  know  that  Benchmark 
tastes  better  than  any  Bourbon  you've 
ever  tried. 

That's  because  more  than  a  century  of  Seagram 
craftsmanship  has  gone  into  creating  the  distinctive  taste 
of  Benchmark.  So  you  can  see  why  we're  proud  of  it. 

Taste  Benchmark.  We  know  it'll  become  your 
Bourbon.  Unquestionably. 

Seagram's  Benchmark 
Premium  Bourbon. 
'Measure  your  Bourbon  against  it.r 


READERS  SAY 


SEAGRAM'S  BENCHMARK  KENTUCKY  STRAIGHT  BOURBON  WHISKEY.  86  PROOF.  JOSEPH  E.  SEAGRAM  &  SONS,  LOUISVILLE,  KY 
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different  from  that  widely  used  in  the 
utility  industry  for  regulatory  and  per- 
formance measurement  purposes.  The 
tax  benefit  of  interest  deductions  is 
eliminated  from  return  in  Forbes'  mea- 
surement. Since  utilities  as  a  group  have 
considerably  higher  debt  ratios  than  other 
companies,  and  therefore  proportionately 
nigher  interest  deductions,  returns  on 
capital  as  computed  by  Forres  for  utili- 
ties are  low  compared  to  those  for  non- 
utility  companies.  Therefore,  while  I  feel 
that  comparisons  of  return  on  total  capital 
among  utilities  can  be  useful,  I  doubt 
that  much  meaning  can  be  attached  to 
comparisons  between  utilities  and  non- 
utilities  by  investors  looking  for  alterna- 
tive investment  opportunities. 

—John  D.  deButts 

Chairman. 

American  Telephone  &  Telegraph  Co. 

New  York,  N.Y. 

Whence  the  Oil? 

Sir:  Your  Saudi  Arabian  article  (  Feb. 
15)  points  up  a  very  serious  problem. 
Take  the  figures  in  the  table  "Who  Has 
the  Oil?"  and  apply  a  67  annual  increase 
to  the  1972  production  estimate.  The 
"proven  reserves"  will  be  used  up  in  less 
than  20  years,  and  five  times  the  proven 
reserves  will  be  gone  in  less  than  42 
years.  Incidentally,  the  future  for  natural 
gas  is  very  similar. 

—Arch  E.  Houstle  Jr. 
Baltimore,  Md. 

Tough  Remarks 

Sir:  Re  your  lobster  editorial  (Mar. 
1  ):  Big  lobsters  are  not  "invariably  much 
tougher"  than  small  ones.  Normally,  big 
lobsters  have  to  be  cooked  longer  than 
small  lobsters  do  because  it  takes  long- 
er to  bring  heat  to  the  center  ol  a  big 
lobster's  body. 

— Thor  Egede-Nissi  \ 
Savannah,  Ga. 

Sm:  You  ask,  "Why  do  you  suppose  so 
many  people  seem  to  prefer  big  lobsters 
to  small  ones?"  Because  in  yield  ol  edible 
meat,  they  are  cheaper. 

-»H.B.  (in  i  i  sen 

Baltimore,  Md. 

Cup  Credit 

SlR:  Tell  me,  was  that  cup  used  on 
your  Feb,  1  cover  from  Tiffany's? 

—James  Momma  i  \ 
Chicago,  HI 

Yes— Ed. 

Not  Yet 

Sir:  You  say  that  some  Maryland  sa\ 

ings   i\    loans    pay    "even    71'.    on    two  \<  .  1 1 

certificates  of  deposit"  (  Feb.  IS).  The)  re 

allowed    to    go    that    high,    but     none    ol 

them  ha\  e  -yet. 

-II. iv  Bassi  i  i 
Baltimore,  Md. 

FORBES,   APRIL    1,    1973 


1972:  A  BANNER  YEAR  THROUGH  IMAGINATION 

Georgia-Pacific  reports 
all-time  record  sales, 
income  and  cash  flow. 
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The  dotted  line  represents  Georgia-Pacific  less  Louisiana-Pacific 


In  1972,  Georgia-Pacific  and 
Louisiana-Pacific  consolidated  sales 
scored  all-time  records  of  over  $1 .9 
billion,  up  33.3%  over  1971;  net 
income  of  $1 28.5  million,  up  48.9% ; 
and  consolidated  cash  flow  was  $250.2 
million,  up  34.4% .  What's  more,  our 
building  materials  Distribution 
Division  topped  the  $1  billion  mark 
for  the  first  time,  doubling  sales  of 
less  than  five  years  ago.  These 
achievements  represent  milestones 
in  Georgia-Pacific's  history. 

Another  significant  accomplishment 
in  1972  was  our  agreement  with 
the  Federal  Trade  Commission. 

FTC  Accord 

We  were  successful  in  resolving 
our  differences  with  the  FTC  by 
establishing  Louisiana-Pacific — a 
completely  new  corporation 
with  approximately  20%  of 
Georgia-Pacific's  assets.  The 
agreement  with  the  FTC  fully  protects 
the  rights  of  our  stockholders, 
customers  and  employees.  Louisiana- 
Pacific  became  a  separate  entity  on 
January  5, 1973.  On  that  date, 
Georgia-Pacific  stockholders  were 
issued  one  share  of  Louisiana-Pacific 
stock  for  each  four  shares  of 
Georgia-Pacific  common  stock. 

With  the  Louisiana-Pacific  portion 
of  sales,  mcome  and  cash  flow 
excluded  from  the  consolidated  total, 
Georgia-Pacific  sales  were  over  $1 .7 
billion,  up  34.9%  over  1971;  net 


income  was  $97.6  million,  up  53.4% ; 
and  cash  flow  reached  $198.5  million, 
up  29.7%. 

Timber 

Georgia-Pacific's  natural  resource 
position  has  never  been  stronger.  Our 
timber — more  than  4.3  million  fee 
acres  in  the  United  States,  Canada 
and  Brazil — is  of  the  highest  quality. 
Georgia-Pacific's  domestic  fee  lands 
are  presently  capable  of  growing  in 
excess  of  1  billion  board  feet  annually 
on  a  sustained  yield  basis.  We 
currently  obtain  about  55%  of  our 
log  requirements  from  our  own 
timberlands  and  purchase  the  balance 
from  outside  sources.  This  policy 
gives  us  good  flexibility  to  either  use 
our  own  low-cost  timber,  or  when 
open  market  prices  are  appropriate, 
to  use  outside  sources  for 
wood  supply. 

Markets 

Georgia-Pacific's  record  pace 
reflects  management's  timely, 
imaginative  moves  that  resulted  in 
increased  sales  to  diversified  markets 
and  a  healthy  product  mix  in  1972. 
A  listing  of  G-P's  major  markets  and 
percentage  of  total  sales  by  market 
(excluding  Louisiana-Pacific)  reveals 
how  diversification  contributed  to  a 
truly  outstanding  year.  New  residential 
housing:  26%.  Commercial/Industrial: 
26%.  Pulp  and  paper:  19%.  House- 
hold consumer:  9%.  Remodeling:  7%. 


Georgia-Pacific 


Factory-manufactured  housing:  7%. 
Other  products:  6%.  The  latter 
includes  our  PVC  (polyvinyl  chloride) 
business  which  is  now  planned  to 
become  even  more  significant  in  the 
immediate  future. 

Capital  Expenditures 

Capital  investments  for  1972  totaled 
$1 77  million,  and  $210  million  has 
been  authorized  for  1973.  In  addition, 
in  February,  1973,  we  purchased 
major  redwood  timber  reserves  and 
facilities  in  Northern  California  for 
approximately  $120  million  in  cash. 

The  year  1972  was  outstanding  for 
Georgia-Pacific.  A  record  year. 
A  year  when  timely  and  imaginative 
moves  on  the  part  of  management 
produced  spectacular  results. 


For  a  copy  of  our  1972  Annual  Report, 
please  complete  and  mail  this  coupon. 


NAME 


ADDRESS 


CITY 


STATE 


ZIP 


Georgia-Pacific  Corporation 
Dept.  7-1 5D 
900  S.W.  Fifth  Ave. 
Portland,  Oregon  97204 


THE  GROWTH  COMPANY 


Take  a  closer  look  at 


OUR  NEW  L 


■  II 


K. 


McGraw-Edison  Company 


Times  change.  We've  changed.  So  has  our  symbol. 

And  never  in  our  history  has  there  been  a  better  time  to  introduce  a  new  symbol  to  represent 
McGraw-Edison  Company  and  its  24  consumer,  industrial  and  utility  equipment  divisions. 

It  is  particularly  timely  for  this  new  look  to  make  its  appearance  with  the 
announcement  of  record-setting  financial  highs  for  McGraw-Edison  Company  in  1972. 

•  A  record  high  $737,672,000  in  sales,  up  8%. 

•  A  record  high  in  earnings  of  $38,282,000,  up  16%. 

•  A  record  high  $2.56  per  share  earned,  up  16%. 

•  A  record  high  dividend  rate  of  $1.50  established,  up  from  $1.40. 

•  A  record  pace  in  investing  for  the  future:  plant  facilities,  people,  planned  diversification. 

This  new  symbol  will  shortly  stand  alongside  our  famous  brand  names. 

Next  to  Toastmaster.  And  Speed  Queen.  Modern  Maid.  Buss  Fuses.  Halo  Lights.  Martinizing. 

Isn't  our  new  look  worth  a  closer  look? 


//  you  would  like  a  copy  ol  our 
Annual  Report,  please  write  Dept.  A, 
Director  ol  Public  Relations, 
McGraw-Edison  Company, 
Elgin,  Illinois  60120. 


McGRAW-EDISON     COMPANY 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


UNBEARABLE 

Today's  bear  on  the  U.S.  and/or  the  stock  market  isn't  a  bear. 
He's  an  ass. 


SPEAKING  OF  WHICH 


Those  abroad— whether  they  be  government  officials  or 
businessmen  or  speculators  or  all  of  'em  put  together— who 
today  undervalue,  underestimate  the  dollar  will  get  short- 
changed, and  sooner  rather  than  later. 

They  forget  or  overlook  or  resent  or  are  oblivious  to  the 


fact  that  back  of  the  buck  is  a  combination  of  the  greatest 
industrial  productivity,  managerial  knowhow,  available 
material  resources,  innovative  business  brain  power  and 
proven  "crash  program  capability"  unmatched  anywhere 
in  the  world. 


SPEAKING   OF  WHICH 


We'd  better  promptly  give  the  problem  of  meeting  en- 
ergy needs  the  same  sense  of  drive  and  priority  that 
Sputnik  triggered   in   our  space   effort.    If   we   really   get 


cracking,  we'll  have  that  problem  in  hand  before  Libya, 
Kuwait  &  Co.  buy  great  hunks  of  American  business  with 
oceans  of  dollars  handed  over  at  blackmail  oil  prices. 


AND   ONE   FURTHER   POINT 


According  to  M.O.G.,  we  can  reduce  our  own  energy 
consumption  20%  by  cutting  out  waste  and  by  chilling 
ourselves  three  degrees  less  in  the  summertime,  warming 


ourselves  three  degrees  less  in  the  wintertime.  Just  a 
few  moments  spent  turning  out  unneeded  lights  would 
save   billions   of  dollars. 


WHAT  AMERICAN  WOULD   PREFER 

the  looming  alternative  of  being  in  bondage  to  Middle  East  oilers? 


SOUND 

Federal  Reserve  Chairman  Arthur  Burns  made  a  sensible 
point  when  he  suggested  to  the  Joint  Economic  Commit- 
tee of  Congress  that  we  all  should  observe  one  meatless 
day  a  week  if  we  want  to  bring  down  meat  prices— and  at 
one  and  the  same  time  improve  our  personal  health  and 
the  family  exchequer. 

But  such  a  sane  thought  will  not  be  much  heeded  un- 
less it  comes  in  a  forcefully  presented  fireside  chat  by  no 
less  than  the  President  himself. 

If  he  put  it  directly  to  us  all  via  the  TV  screen  to  have 
a  meatless  Monday,  say;  to  conserve  energy  and  what's 
left  of  the  buck  by  an  intensive  drive  to  turn  unneeded 
lights  out;  to  keep  our  homes  and  factories  and  places  of 


THE   CALL 

work  a  bit  cooler  in  the  winter  and  warmer  in  the  sum- 
mer; and  while  he's  at  it,  announce  that  until  the  energy 
crisis  shortage  is  resolved  he's  asking  the  Congress  for  an 
increase  in  the  Federal  tax  by  10  cents  on  every  gallon 
of  gasoline  and  fuel  oil;  the  effect  would  really  and  actually 
and  truly  be  immense. 

Very  few  among  us  would  fail  to  respond  if  the  Presi- 
dent put  it  to  us  clearly  and  directly.  We've  got  a  crisis 
creeping-leaping  up  on  this  Land  that  we  love  and  we've 
all  got  (though  it's  sometimes  quite  effectively  concealed) 
a  good  side  to  us  that  is  quite  willing  to  respond  if  con- 
vinced of  the  necessity;  a  patriotic  side  in  the  full  and 
finest  sense  of  the  word. 


FORBES,   APRIL   1,    1973 
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ALL  THIS  CHATTER  ABOUT  GOLD 

leaves  me  cold. 

What's  the  strongest  currency  in  the  world  today? 

The  yen. 

And  how  much  by  way  of  gold  reserves  does  Japan  have? 

Relatively  speaking,  none. 

SOMETIMES   CYNICISM   IS   FORESIGHT 


We  received  a  green  Christmas  card  from  William  D. 
Ruckelshaus,  controversial  chief  of  the  Government's  En- 
\  ironmental  Protection  Agency.  It  read: 
Christmas  Thoughts 
Clean  water 
fresh  air 
living  trees 
loving  people 
"What  do  you  suppose  he's  running  for?"  I  aslced  my 
wife. 

"Don't  be  such  a  cynic.  Just  because  you  mailed  out 
Christmas  cards  by  the  thousands  when  you  were  in 
politics,  it  doesn't  mean  everybody  else  has  the  notion," 
said  my  too-trusting  spouse. 


Well,  it  looks  as  though  time  will  justify  my  thought. 
It's  now  widely  assumed  Mr.  Ruckelshaus  plans  to  run 
against  Indiana  Democrat  Birch  Bayh  for  the  U.S.  Senate. 

*  *   *   # 

When  that  long-taciturn,  topmost  Nixon  earholder  John 
D.  Ehrlichman  started  giving  headline-making  speeches 
(as  in  Detroit,  differing  on  auto  emissions  with  Mr.  Ruckels- 
haus) and  sitting  for  solo  interviews,  said  cynical  I  to  me, 
"I  wonder  what  he's  running  for." 

Lo  and  behold,  by  asking  around  Washington  a  bit, 
the  answer  is  he's  thinking  about  a  Senate  seat  from  his 
native  state  of  Washington— the  seat  now  warmed  by  Dem- 
ocrat Magnuson,  who  will  be  70  when  his  present  term 
ends  in  1975. 


AMERICAN  INDIANS 

are  entitled,  you  know. 

If  you  don't  think  so,  make  a  title  search. 

'ATTA  BOY! 


Or,  the  power  of  positive  thinking,  Madison  Avenue 
version. 

The  other  day  when  J.  Walter  Thompson  Co.,  the  Old 
Big  of  advertising  agencies,  lost  $21  million  of  Liggett  & 
Myers  and  Phillips  Petroleum  billings  (on  top  of  numer- 
ous other  lost  accounts  in  the  last  couple  of  years),  agency 
Chairman  Dan  Seymour  bounced  right  back  with  this 
spritely  observation  to  Advertising  Age: 


The  losses  "give  us  some  very  real  opportunities"  for 
attracting  new  business. 

To  ice  that  cake,  Chairman  Seymour  expressed  his 
sympathy  for  poor  benighted  Liggett  &  Myers: 

"We're  sorry  to  be  losing  L&M,  but  we're  more  sorry 
that  the  company's  new  management  didn't  have  an  op- 
portunity to  work  with  Thompson." 

That  I  do  believe. 


THE   BEST  PLAY  ON  BROADWAY— BY  A  VERY  WIDE  MILE 

"The  Changing  Room."  way  play  adequately  would  be  to  exhaust  the  superlatives 

The  word  "best"   is   at  best  somewhat   inadequate.   It  in  connection  with  the  plot,  the  dialogue,  the  point,  the 

suffers   from  overwork  and  often   reflects  an  inability  to  actors,  the  set— everything  about  it. 

articulate.   But  to  describe   this  recently  opened   Broad-  See  it  and  enjoy.  Laugh  much  and  be  much  moved. 

FRIENDS  ARE  NOT  FOR  CRITICIZING 


Don't  pay  any  attention  to  that  oft-expressed  observa- 
tion that  you  should  be  the  one  to  criticize  the  faults  of 
your  close  friends.  That's  baloney. 

All  of  us  have  enough  people  who  are  not  our  friends 
who    don't    hesitate    to    make  both    the    necessary    and 

SECURITY 

isn't  securities. 

It's  knowing  that  someone  cares  whether  you  are  or 
cease  to  be. 
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plenty  of  unnecessary  criticisms  of  us. 

Good  friends  are  too  few  and  too  valuable  to  waste 
or  wound  by  fingering  their  faults.  Laud  their  virtues- 
including  ones  that  ma>  be  hard  to  find.  Leave  the  knock- 
ing to  others.  There'll  be  no  shortage  of  'em. 

HOW  ABOUT  YOU? 

When  looking  back,  usually  I'm  more  sorry  for  the 
things  I  didn't  do  than  for  the  things  I  shouldn't 
have  done. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Lights  Out 

Said  a  visitor  to  Washington,  after 
taking  a  late-night  drive  around  the 
capital:  "I  wonder  if  officials  in  charge 
of  government  buildings  are  aware  of 
the  energy  crisis.  At  midnight,  most 
of  those  monumental  structures  are 
ablaze  with  light.  Surely,  there  aren't 
really  that  many  bureaucrats  working 
overtime." 

—U.S.  News  &  World  Report 

Options 

Willard    F.     Rockwell    Jr., 
CEO     of    Rockwell    Inter- 
national,     addressing      an- 
nual  stockholders    meeting: 
Successful     business     leaders     are 
much         sought-after,         particularly 
through  executive  search  organizations 
or  "headhunters,"  as  we  refer  to  them. 
I  happen  to  know  that  at  least  six  of 
our    top    ten    executives    were    ap- 
proached   by    the    headhunters    this 
past  year,  and  I'm  sure  that  the  stock 
options  we've  granted  to  our  men  were 
the   largest   single   factor  in   keeping 
them  with  us. 

You'll  notice  in  the  voting  that  will 
take  place  later  on  that  there  was 
more  opposition  to  stock  options  than 
any  other  thing  on  the  proxy.  As  a 
stockholder,  I  think  those  who  oppose 


options  to  tie  up  key  executives  stand 
to  lose  more  than  they  gain. 

Look  back  over  the  past  70  years 
and  try  to  remember  some  of  the  com- 
panies that  have  disappeared  from  the 
American  industrial  scene.  I'd  wager 
that  somewhere  along  the  line  of  years 
a  harmful  decision  was  made  because 
the  right  man  who  would  have  made 
the  right  decision  had  left  the  compa- 
ny for  greener  pastures. 

Four  Tony  Award 
Nominations 

Following  David  Storey's  mysteri- 
ous and  ultimately  mesmerizing  "The 
Changing  Room"  is  like  watching  the 
evolution  of  life  on  the  planet.  The 
evolution  and  then  the  disappearance. 
—Walter  Kerr,  New  York  Times. 

The  best  evening  of  theater  we've 
had  all  season!  A  brilliant  piece  of 
writing.  Playwright  Storey  is  like  one 
of  the  Dutch  master  painters  of  old. 
He  creates  an  overall  scene  and  mood. 
This  is  what  makes  his  overall  portrait 
so  vital.  You  owe  it  to  yourself  to 
see  it.  —William  Raidy, 

Newhouse  Newspapers. 

The  play  is  a  stark  and  powerful 
evocation  of  the  men  and  the  atmos- 
phere surrounding  what  must  be  one 
of  the  most  savage  games  ever  de- 


vised. David  Storey  doesn't  use  sports 
as  a  metaphor  for  life;  the  play  is  life. 
—Allan  Wallach,  Newsday. 
The  finest  new  play  seen  on  the 
North  American  continent  this  season, 
barring  a  miracle.  The  cast  cannot  be 
praised  too  highly. 

— T.E.  Kalem,  Time  magazine. 

Candid  Ad  Man 

I've  always  had  an  objection  to  any 
agency  going  public  because  it  seems 
that  about  half  a  dozen  people  make 
a  hell  of  a  lot  of  money  out  of  it,  and 
that's  it. 

— F.  William  Free, 
Media  Industry  Newsletter. 

Watched 

I  have  been  aware  of  the  presence 
of  Army  intelligence  agents  long  be- 
fore Senator  Ervin's  hearings.  .  .  . 
When  you  see  a  person  in  the  audi- 
ence wearing  a  beard  with  a  price 
tag  still  hanging  from  it,  it  is  a 
dead  giveaway. 

An  interviewer  asked  me  how  I 
could  be  so  sure  my  phone  was 
tapped.  ...  I  said,  "Any  time  a  black 
man  in  America  can  owe  the  tele- 
phone company  $12,000  and  they 
don't  shut  the  phone  off,  you  know 
that  phone  is  tapped." 

—Dick  Gregory. 


The  statistics  establish  that  the 
U.S.  has  been  undergoing  a  hous- 
ing boom  since  1971.  When  there 
is  a  housing  boom,  one  might  as- 
sume there  is  available  housing  at 
affordable  cost.  Wrong,  judging 
from  personal  experience. 

Several  months  ago,  my  bride 
of  18  months  and  I  set  out  to  hunt 
a  house.  There  was  a  baby  on  the 
way,  our  modest  apartment  was 
beginning  to  look  like  a  cluttered 
attic.  Despite  working  for  a  Forbes 
who  takes  his  Scottish  ancestry 
seriously  when  it  comes  to  money, 
I  had  an  income  that  was  above 
the  poverty  level.  We  had  saved 
a  decent  portion  of  what  Uncle 
Sam  didn't  take  away. 

So  instead  of  paying  a  high  rent 
that  *was  going  higher,  why  not 
buy  a  house?  Invest  in  our  future. 
Build  up  our  equity.  Economics 
aside,  having  a  house  to  do  one's 
thing  was  immensely  appealing. 

Grand  thoughts.  Involving  grand 
sums  of  money,  we  soon  found  out. 


SOME  HOUSING  BOOM 

My  wife  began  the  hunt  by  buy- 
ing all  the  newspapers  that  served 
the  areas  we  were  interested  in  and 
zealously  combing  the  real  estate 
listings.  Initially,  we  thought  we 
would  buy  a  house  that  was  big- 
ger than  our  immediate  needs.  That 
way  we  could  double  the  size  of 
our  family  and  still  stay  put. 

But  the  prices!!  A  four-bedroom 
house?  A  three-bedroom  house? 
$40,000.  $50,000.  $60,000.  Some 
even  up  to  $100,000!  Not  even  in 
Monopoly  had  I  ever  possessed 
sums  enough  to  make  a  down  pay- 
ment at  those  prices. 

We  started  to  look.  We  went  to 
the  real-estate  agencies,  stated  our 
wants  and  our  means.  Most  agents 
kept  a  serious  mien,  nodding  their 
heads,  then  slowly,  kindly  telling  us 
that  our  wants  and  means  were 
miles  apart.  A  couple  of  agents 
laughed,  then  apologized  and  ex- 
plained the  "facts  of  life  about 
housing."  The  "facts"  were  that  if 
we  wanted  a  house  we  could  af- 


ford, we  would  end  up  with  about 
as  much  space  as  we  had  in  our 
increasingly  claustrophobic  apart- 
ment. The  agents  had  one  consol- 
ing thought:  Prices  were  rising. 
Buy  now  and  make  a  profit  later. 

The  upshot?  Friends  of  my  par- 
ents had  a  cottage  for  rent.  We 
rented  it,  profoundly  grateful. 

A  unique  experience?  I  think 
not.  Most  of  our  "young  married" 
friends  live  in  small  apartments. 
Most  would  like  to  own  a  house. 
Not  a  mobile  home,  a  house.  Most 
would  own  one  if  it  was  affordable. 
Now.  Not  in  the  "future."  They're 
willing  to  pay  a  reasonable  lot, 
but  not  too  much  for  too  little. 

Two  million-plus  housing  starts 
per  annum  constitute  a  housing 
boom.  Offer  reasonable  prices,  and 
I'm  sure  you'd  get  demand  for  mil- 
lions more  than  that. 

,1  haven't  a  solution,  but  the  en- 
trepreneurs who  find  one  will  get 
very  rich. 

And  should.        —M.S.  Forbes  Jr. 
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17  minutes 
Learjet  cruising  at 
41,000  feet 
120  miles  en  route 


STATUTE 
MILES 


Seventeen  minutes  after  takeoff  in  a  Gates 
Learjet,  you're  at  41,000  feet,  cruising  well 
over  500  miles  per  hour.  Above  the  airlines  and 
other  "traffic. "  Into  clear  weather.  No  bumpy 
turbulence.  No  penalizing  headwinds.  Low  fuel 
consumption.  This  is  'Learjet  Country."  And 
you're  already  120  miles  en  route  to  your  desti- 
nation, in  the  same  luxury  and  comfort  of  your 
own  executive  offices. 

In  the  only  other  American-built  business 
jet  for  under  $1  million,  17  minutes  leaves  you 
between  29.000  and  30,000  feet,  still  in  the 
thick  of  everything.  And  you're  43  miles  behind 
the   Learjet.  Anything  "sensible"  about  that? 

If  you're  going  to  buy  a  jet,  get  one  with 
true  jet  performance!  For  no-nonsense  infor- 
mation, call  Bob  Wolin,  our  vice  president  — 
domestic  marketing,  at  (316)  722-1100.  Or  write 
for  a  new  brochure,  "Conversation  on  two  fine 
business  jets." 

Gates  Learjet  Corp.  /  P.O.  Box  1280  / 
Wichita,  Kansas  67201  /  New  York  /  Chicago  / 
Dallas  /  Denver  /  Geneva. 


GATES  LEARJET 


Builder  of  the  world's  largest  business  jet  fleet. 


V 


Member  of  GAMA 

General  Aviation 
Manufacturers  Association 


Why 

the  Makers  of  Alka-Seltzer 
Want  to  Help  Reduce  ^ 
Your  Meat  Bill  £ 


Forbes 


Miles  Laboratories,  the  $319-mil- 
lion-year  Elkhart,  Ind.  pharmaceutical 
company,  is  famous  for  soothing  stom- 
achs rather  than  for  filling  them.  That 
may  soon  change  for  the  producers  of 
Alka-Seltzer.  Every  time  the  price  of 
meat  goes  up  a  notch,  Miles  Presi- 
dent Dr.  Walter  Ames  Compton  feels 
he  is  moving  closer  to  his  goal  of  rais- 
ing his  food  group  from  an  estimated 
$18  million  a  year  (5.6%  of  company 
sales)  to  $300  million  or  more. 

Federal  Reserve  Chairman  Arthur 
Burns  has  recommended  cheese  as  a 
protein  substitute  for  gold-plated 
meat.  Miles'  Compton  recommends  his 
company's  soybean-based  meat  sub- 
stitutes. Compton  insists  that  his  prod- 
ucts look,  feel  and  taste  like  the  real 
thing.  (For  Forbes'  assessment  of 
Compton s  claims,  see  next  page.) 
Miles  meat  substitutes  aren't  yet 
cheaper  than  meat,  but  Compton  says 
they  soon  will  be,  as  volume  rises.  As 
a  medical  doctor  by  training,  he  be- 
lieves that  his  products  are  better  for 
you.  They  lack  the  cholesterol  that 
most  meats  have  in  abundance. 

Miles'  food  group  got  its  start  sell- 
ing meat-like  products  to  religious 
sects    and   vegetarians.    But    now   its 


How  It  All  Happened  = 

If  Miles  Laboratories  really  makes 
a  killing  on  its  process  for  turning 
soybeans  into  something  resembling 
meat,  chicken  or  fish,  it  can  thank 
Henry  Ford,  the  original  Henry  Ford, 
and  his  concern  over  the  sales  of  his 
Model  T  and  later  his  Model  A  cars. 
The  story  goes  back  to  1927,  when 
Robert 'Boyer,  who  is  now  63  and  a 
consultant  to  Miles'  Worthington 
Foods  division,  entered  the  Ford 
Trade  School  straight  from  high 
school.  Ford  later  picked  him  as  the 
first  student  at  the  Edison  Institute, 
which  he  and  Thomas  Alva  Edison 
had  founded. 

Came  the  Depression  and,  says 
Boyer,  "Ford  wanted  to  do  something 
for  the  farmers.  They  were  among  his 
best  customers  for  the  Model  T  and 
Model  A.  So  he  built  a  laboratory  for 
finding  industrial  uses  for  farm  crops. 
We  investigated  all  the  common  farm 
crops,  and  it  soon  became  clear  that 


prospects  are  vastly  enlarged.  Its 
newest  products  are  MorningStar 
Farms  breakfast  "sausage"  and  "ham" 
slices.  They  are  currently  being  test- 
marketed  in  Florida  and  soon  will  be 
in  Arizona  and  Southern  California. 
Earlier  tests,  in  Erie,  Pa.  and  Fresno, 
Calif,  were  very  successful. 

If  the  latest  tests  confirm  the  earlier 
results,  Miles  reportedly  will  go  na- 
tional next  year,  backed  with  a  $9- 
million  advertising  campaign. 

"There  is  a  developing  protein  lack 
in  this  country,  shown  by  the  rising 
price  of  meat,"  Compton  says.  "We 
think  it  makes  no  sense  to  put  nitrogen 
into  a  field,  take  only  the  fruit  of  the 
plant,  feed  it  to  an  animal  with  huge 
inefficiences  as  far  as  the  animal's 
use  of  it  goes,  and  then  harvest  the 
animal  and  eat  only  certain  parts." 
For  example,  an  acre  of  land  that 
could  yield  about  500  pounds  of  pro- 
tein directly  from  soybeans  would  give 


only  50  pounds  through  an  animal. 

Soybean  protein,  Compton  says,  is 
a  far  more  efficient  source  of  nutri- 
tion. "Soybeans  resist  most  climatic 
and  insect  problems,  so  the  farmer 
can  be  reasonably  sure  of  his  harvest. 
They  enhance  the  fertility  of  the  soil 
by  replacing  the  nitrogen;  they  can 
be  stored  easily  until  needed." 

The  biggest  problem  of  all,  of 
course,  is  cost.  Forbes'  informal  test- 
ing indicates  that  mass  acceptance  of 
the  products  depends  on  their  being 
cheaper  than  meat.  So  far,  they  are 
not  cheaper. 

"Right  now,  they  sell  for  about  the 
same  price  per  pound  or  calorie  as 
meat,"  Compton  says,  "but  as  soon  as 
they  are  in  a  larger  degree  of  mass 
production,  they  will  have  a  distinct 
price  advantage."  One  company  of- 
ficial said  the  price  advantage  could 
be  as  much  as  35%. 

"Then,"  says  Compton,  "it  is  a  mat- 


the  soybean  had  the  most  promise  be- 
cause of  its  high  oil  and  protein 
content. 

"We  did  a  lot  with  the  oil  and  used 
it  in  the  enamels.  In  fact,  we  devel- 
oped the  first  enamel  for  autos  out 
of  the  oil.  And  this  led  to  plastics, 
and  we  used  it  for  horn  buttons,  gear- 
shift knobs;  we  even  tried  steering 
wheels,  but  they  were  never  as  good 
as  the  hard-rubber  kind. 

"Eventually  it  led  into  protein 
work  and  a  synthetic  wool,  and  that's 
where  the  idea  of  an  edible  protein 
was  formed.  We  could  tell  whether 
we  had  done  a  thorough  washing  job 
on  the  synthetic  wool  fibers  by  biting 
them,  and  that  led  me  to  think  about 
eating  them.  But  it  seemed  like  such  a 
far-out  idea,  I  didn't  pursue  it  until 
after  the  war. 

"I  first  approached  Worthington 
when  I  filed  my  first  patent  on  an 
edible   fiber   in    1949   and   they   be- 


came       interested 
immediately. 

"We  are  opening 
up  so  many  new 
fields  with  so 
much  potential 
that  it's  really  ex- 
citing. We  are 
taking  big  steps 
in  improving  tex- 
ture, and  we're 
getting  much  clos- 
er to  the  natural 
thing  all  the  time. 
We  will  always  be  working  on  flavor; 
you  can  always  improve  that;  but  if 
you  can  get  the  texture,  the  flavors 
will  come  along  almost  automatically." 

Boyer  is  building  a  house  in  Flori- 
da, where  he  plans  to  retire  eventual- 
ly. Well,  not  exactly  retire.  He's  in- 
cluding a  laboratory  in  the  house. 
Boyer  is  the  kind  of  man  who  wakes 
at  night  bursting  with  new  ideas. 


Boyer 
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Verdict:  Not  as  Good,  but  Not  Bad,  Either 


Temporarily  abandoning  their  calcu- 
lators, tape  recorders,  memo  pads  and 
other  tools  of  the  business  reporter's 
trade,  a  group  of  Forbes  editorial 
staffers  gathered  briefly  in  the  maga- 
zine's boardroom  one  afternoon  last 
month.  We  had  convened  an  im- 
promptu testing  panel  for  Miles  Lab- 
oratories' newest  meat-substitute  prod- 
ucts. The  15  participants  were  asked 
to  rate  a  group  of  Miles  products 
—prepared  by  our  chef  as  hors  d'oeu- 
vres— on  a  scale  of  from  excellent  to 
poor  in  two  categories:  taste  and  tex- 
ture. Then  we  asked  the  participants 
at  what  price  they'd  buy  the  products. 

The  verdict  was  generally  favorable. 
Of  15  participants,  11  ranked  the 
products  as  good  in  taste.  One  said 
excellent.  Three  said  fair.  No  one  rated 
them  poor  overall. 

In  texture  (as  compared  with  the 
real  thing),  four  said  excellent;  nine 
said  good;  two  said  fair. 

As  to  price,  four  of  the  participants 
said  they'd  buy  the  products  if  they 
could  save  10%  on  meat  price;  11  said 
the  prices  would  have  to  be  20% 
cheaper  or  more.  One  participant 
(middle-aged)  said  he'd  consider  bin- 
in  g  the  products  at  full  meat  prices  be- 
cause of  the  anticholesterol  feature. 

The  overwhelming  conclusion  was 
that  most  participants  would  prefer 
meat,  but  that  price  advantage  could 
make  them  switch.  Some  individual 
comments: 

"Potential  tremendous  with  proper 
marketing."' 

"Flavor  and  texture  varied  con- 
siderably. Chicken  excellent  on  both 
scores.  Fish  poor  on  both  scores.  Hot 
dogs  fair  in  taste,  poor  in  texture." 

"Okay,  but  most  meat  today  is  only 
just  okay,  anyway." 

"You  can  taste  the  difference." 

One  participant  was  outright  hos- 
tile, but  he  conceded  the  products 
were  probably  the  wave  of  the  future. 
He  was  Senior  Editor  James  Cook, 
our  favorite  rugged  individualist.  "I 
guess  people  will  come  to  like  them," 
he  sneered.  "After  all,  Americans  have 
been  educated  to  accept  imitations- 
margarine  lor  butter,  imitation  milk, 
imitation  whipped  cream.  Even  real 
products  like  white  bread  and  pro- 
cessed cheese  taste  like  fakes. 

"My  dog  already  has  made  his 
peace  with  Caincs-burgers,  a  cereal- 
meat  mixture.  Hut  every  once  in  a 
while,  when  lie  sni'ls  the  air  redolent 
of  rare  beefsteak,  I  can  see  passing 
through  his  mindless  eyes  the  distant 
memories  of  w  hat  used  to  be." 


ter  of  successfully  marketing  them  to 
the  general  public,  and  we  are  sophis- 
ticated enough  to  know  that  there  are 
some  complex  problems  in  that." 

A  major  potential  problem,  besides 
price,  is  competition.  Miles'  food  group 
is  the  only  one  in  the  test-marketing 
stage  with  actual  meal-type  products. 
But  other  major  companies  are  watch- 
ing closely.  General  Mills  already  has 
Bac-os,  a  bacon-tasting  snack  prod- 
uct. Swift  &  Co.  and  Archer-Daniels- 
Midland  make  meat-extenders.  At  the 
moment,  however,  Miles  has  a  good 
lead.  As  Alka-Seltzer  shows.  Miles 
knows  how  to  exploit  a  good   thing. 

Miles  can  use  the  kind  of  boost 
that  meat  substitutes  may  give  it. 
Granted,  all  of  Miles'  divisions  per- 
formed strongly  last  year,  with  Alka- 
Seltzer  leading  the  way,  so  that  on 
an  11%  sales  gain.  Miles'  earnings  were 
up  over  12%  to  $2.85  a  share— an  all- 
time  record  and  a  return  of  over  30V 
on  stockholders'  equity. 

Diversification  Continued 

Rut  Compton  is  worried  about  the 
trend  towards  increasing  government 
involvement  in  health  care  as  a  threat 
to  the  well-being  of  pharmaceutical 
companies,  and  he  is  working  to  re- 
duce Miles'  dependence  on  pharma- 
ceuticals. Miles  has  already  felt  the 
pain  of  government  intervention.  In 
1969  it  took  an  extraordinary  charge 
of  28  cents  a  share  when  the  Govern- 
ment banned  the  use  of  cyclamates. 

"There  is  a  trend  all  over  the  world 
lor  governments  to  become  involved 
in  medical  care,"  Compton  says,  "and 
as  they  become  the  largest  customers 
for  pharmaceuticals,  they  are  likely  to 
move  toward  a  cost-plus  type  of  ar- 
rangement, cutting  margins." 

So  far,  there  has  been  one  costly 
false  step  in  Compton's  diversifica- 
tion moves.  In  1900  he  bought  the 
Union  Starch  &  Refining  Co.  because 
he  was  interested  in  carbohydrate 
technology.  The  unit  immediately  ran 
into  trouble.  The  operation  lost  more 
than  SI  million  before  Miles  sold  it 
and  took  a  S7-million  write-off. 

Hut  these  missteps  could  pale  into 
insignificance  if  Miles  makes  it  big 
in  meat  substitutes.  The  Stanford  He- 
search  Institute  has  estimated  that 
vegetable  proteins  could  be  a  S2-bil- 
lion  market  by  1980,  OS.  some  $50 
million  at  the  time  the  study  was 
made.    Hut    that    study    is   almost    four 

years  old;  undoubted!)  the  prospects 
have  improved  since  then.  With  a  203 

piece  ol  the  prospective  market.  Miles 

could  easily  double  its  L972  sales  by 
the  end  of  the  decade— to  sav  nothing 
of  growth  in  its  older  products. 

Assuming  the  prices  can  be  brought 
down,  it  looks  as  il  Miles  has  grabbed 
In  in  hold  ol  a  \eiy  good  thing.  ■ 
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Easy 
To  Forge 


Stock  certificates,  that  is. 

And  forged  certificates 

are  another  worry  for  the  NYSE, 

because  bankers 

are  too  friendly. 

The  banker,  a  cynic  if  ever  there 
was  one,  mused:  "I  don't  know  why 
they  bother  to  counterfeit  them  when 
they're  so  easy  to  steal."  He  was  talk- 
ing about  stock  and  bond  certificates. 

Actually,  says  Richard  Drew,  as- 
sistant director  of  the  stock  list  of  the 
New  York  Stock  Exchange,  stock  and 
bond  certificates  aren't  as  easy  to  steal 
as  they  once  were  (Forbes,  Dec.  15, 
1968).  Most  brokerage  houses  are 
more  security-conscious,  and  they 
cooperate  more  closely  with  the 
police.  On  the  other  hand,  securities 
are  easier  than  ever  to  counterfeit. 
The  reason  is  the  advances  that  have 
been  made  in  photo-offset,  a  method 
of  printing  which  is  based  on  photog- 
raphy. It  is  now  possible  to  counter- 
feit a  stock  certificate  that  one  who 
doesn't  know  what  to  look  for  will 
accept  as  the  genuine  thing. 

Neither  Drew  nor  Gary  Tuttle, 
manager  of  the  stock  list  of  the  NYSE, 
nor  Richard  Johns,  the  exchange's 
engraving  specialist,  has  any  idea 
how  many  stock  and  bond  certificates 
are  counterfeited  each  year.  The  rea- 
son, says  Drew,  is  the  way  the  racket 
works.  "The  certificates  must  be  im- 
mobilized." Adds  Johns:  "If  they 
aren't,  they'll  be  recognized  as  for- 
geries within  two  or  three  weeks." 

Typically,  what  happens  is  this:  A 
businessman  finds  himself  temporarily 
in  trouble.  He  needs  money  and  his 
banker  won't  lend  it  to  him  without 
collateral.  He  buys  forged  certificates 
—for  perhaps  15  or  20  cents  on  the 
dollar— and  offers  then  as  collateral. 
His  banker  knows  him  and  doesn't 
examine  the  certificates  too  closely. 
Sixv-months  later,  his  business  picks 
up.  He  pays  off  the  loan,  redeems 
the  certificates  and  destroys  them. 

The  forgeries  usually  are  discovered 
when  business  doesn't  pick  up  and  the 
man  can't  pay  the  loan.  Then,  when 
the  bank  attempts  to  sell  the  certifi- 
cates, they  will  pass  through  so  many 
hands,  that  someone  is  bound  to  real- 
ize they  are  forgeries. 

The  same  thing  will  happen  if  the 
man  raised  the  money  simply  to  skip 
the  country. 

The  men— and  women— who  use 
counterfeits  as  collateral  rarely  are 
caught;  when  caught,  they  will  al- 
most never  tell  where  they  got  the 


counterfeits.  A  Long  Islander  named 
Morton  Kirmayer  (alias  Kaye)  was 
arrested  not  long  ago  for  borrowing 
$700,000  from  three  New  York  banks 
on  the  basis  of  $750,000  in  fake  bonds 
of  Standard  of  California  and  Inter- 
national Telephone  &  Telegraph.  He 
pleaded  guilty,  but  refused  to  reveal 
the  source  of  the  bonds. 

Police  speculate  that  he  got  them 
from  a  bookmaker.  They  say  that 
Kirmayer  was  a  heavy  bettor  on  the 
races  and  that,  when  he  couldn't  pay 
the  bookmaker  off,  the  bookmaker 
gave  him  the  bonds  to  raise  the  mon- 
ey. The  police  also  believe  that  it 
was  the  bookmaker  who  tipped  off  the 
banks  about  the  forgeries  when  Kir- 
mayer got  into  debt  to  him  again. 

It's  preposterous,  but  a  Miami  bank 
once  gave  a  woman  a  loan  on  8,000 
shares  of  Kayser-Roth  stock  that  didn't 
bear  even  a  faint  resemblance  to  K-R 
stock.  Says  a  spokesman  for  the  Amer- 
ican Bank  Note  Co.:  "The  forger  had 
completely  redrawn  the  certificate." 
The  forgery  was  discovered  only  when 
a  bank  official  started  wondering  how 
the  woman  had  come  into  the  stock. 
He  had  known  her  for  years  as  a 
small  depositor. 

U.S.  banks  are  not  alone  in  being 
suckered  by  counterfeits.  German 
banks  have  been  flooded  with  them. 
Not  long  ago  in  Dusseldorf,  the  banks 
discovered  they  were  holding  $2.5 
million  worth  of  counterfeit  Ameri- 
can Telephone  &  Telegraph,  Pan 
American  World  Airways,  General 
Electric  and  Chrysler  securities.  About 
the  same  time,  a  Zurich  bank  ac- 
cepted over  $2  million  worth  of  se- 
curities in  the  same  companies. 

Once  a  counterfeit  is  discovered, 
the  exchange  sends  a  memorandum 
to  brokers  and  bankers  warning  them 


about   the   counterfeit   and    detailing 
how  it  can  be  detected  (see  cut) . 

The  exchange  has  rules  about  how 
certificates  should  be  printed  that 
make  it  easier  to  detect  forgery.  One, 
according  to  Johns,  is  a  requirement 
for  a  border  of  roughly  20  square 
inches  in  area  done  by  geometric 
lathe  work.  These  geometric  lathes 
create  patterns  so  intricate  they  can- 
not be  duplicated  by  hand,  and  the 
patterns  are  changed  constantly.  An- 
other requirement  is  a  vignette  of  a 
human  figure,  full  face.  A  third: 
Portions  of  the  certificate  must  be 
engraved.  A  fourth:  It  must  be  made 
with  two  plates. 

How  To  Defecf  Them 

Laid  side  by  side,  a  counterfeit  can 
be  distinguished  from  a  genuine  cer- 
tificate by  almost  any  sharp  eye. 
Photo-offset  will  blur  some  of  the  in- 
tricate details.  A  counterfeit  also  can 
be  distinguished  by  touch.  Anyone 
who  runs  his  fingers  over  the  name 
of  the  company  on  a  genuine  cer- 
tificate will  feel  it  because  the  letter- 
ing is  raised.  On  a  counterfeit,  the 
lettering  will  be  smooth. 

Despite  this,  counterfeits  continue 
to  come  out  and  banks  continue  to 
accept  them.  The  American  Bank  Note 
Co.,  which  prints  many  of  the  stock 
and  bond  certificates  issued  in  the 
U.S.,  has  been  holding  seminars  for 
bankers  on  how  to  detect  them,  but 
as  recently  as  last  month  the  exchange 
had  to  warn  members  that  a  new 
batch  had  shown  up:  "More  than 
one  hundred  share  certificates  of 
Walt  Disney  Productions  common 
stock,  in  the  amount  of  200 
shares.  ..."  A  quick  way  to  recognize 
the  forgeries:  All  bear  the  identical 
serial  number  NB12510.  ■ 
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Following  the  Funds 


No,  not  the  mutual  funds.  The  Government's  funds. 
Boston's  Damon  Corp.  has  been  quite  successful  at  it. 


Oni    trouble  with  many  high-flying 

technology  stocks,  like  a  Thiokol 
Chemical  or  a  Technicon  Corp.,  is  that 
the)  gel  wedded  to  .i  single  industry. 
As  long  as  it— or  their  approach  to  it— 
seems  glamorous  and  alluring,  they 
prosper.  The  moment  it  dims,  their 
stocks  plummet. 

David  Kosowsky,  43-year-old  presi- 
dent of  Boston-based  Damon  Corp., 
seems  to  have  a  solution  to  that.  He 
lias  kept  changing  his  business.  In 
just  nine  years,  Kosowsky  has  taken 
smallish  Damon  into  three  industries- 
electronics,  education  and  medicine— 
and  in  the  process  raised  sales  from 
$600,000  to  $93.5  million,  earnings 
From  a  $40,000  loss  in  1963  to  a  $7- 
million  profit  in  fiscal  1972  (ended 
August).  Impressed,  Wall  Street  has 
put  a  lofty  multiple  on  Damon.  Re- 
cently it  sold  at  44  times  1972  earn- 
ings for  a  total  market  value  of  $320 
million.  By  contrast,  Damon's  equity 
capital  was  about  $40  million. 

The  man  who  managed  all  this  is 
not  a  financial  man  by  training.  Ko- 
sowsky got  an  Sc.D.  from  MIT  in 
quartz  crystals,  and  with  scant  busi- 
ness experience  launched  Damon  into 
electronics  in  1961.  He  had  the  coun- 
sel of  his  thesis  supervisor  at  MIT, 
Jerome  B.  Wiesner,  now  MIT's  presi- 
dent (and  still  a  Damon  director).  He 


had  the  backing  of  a  group  of  venture 
capitalists  that  included  investment 
bankers  F.S.  Smithers  &  Co.,  the  First 
National  Bank  of  Boston  and  the 
Rothschilds'  Amsterdam  Overseas. 

In  the  beginning,  Damon  was  just 
another  Route  128  manufacturer  with 
Uncle  Sam  the  big  customer.  Unlike 
most  of  the  others,  it  prospered.  In 
1967  Damon,  with  earnings  of 
$297,000  on  $3-million  revenues,  went 
public  at  a  fancy  38  times  earnings. 
"The  stock  doubled  on  the  first  day," 
recalls  Kosowsky  with  an  easy  smile. 
"I  wanted  the  stock  as  a  currency.  I 
cannot  remember  what  we  said  we 
would  use  it  for,  but  obviously  we 
couldn't  say  we  wanted  to  get  out  of 
electronics." 

Why  out?  Kosowsky  knew  how  vul- 
nerable his  tiny  firm  was.  Good  man- 
agement had  steered  Damon  past  the 
usual  shoals  of  doing  business  with 
the  U.S.  Government.  But  one  bad 
stumble  and  Damon  might  join  dozens 
of  others  in  the  graveyard  of  bright 
young  companies.  "We  did  do  some 
work  on  the  Apollo  programs  and  on 
Army  walkie-talkie  sets,"  recalls  Ko- 
sowsky, "but  we  found  you  could  lose 
out  on  a  contract  faster  than  you 
could  snap  your  fingers."  In  that,  Ko- 
sowsky showed  more  shrewdness  than 
many  of  his  competitors  in  the  elec- 


Franchising  Medical  Labs?  "We 
considered  it,"  says  Damon's 
Kosowsky.  "Whai  stopped  us  was 
the  worry  that  we  couldn't  control 
what  they  were  doing." 


Russia's  Empty  Triumph 


The  Russians  make  more  steel  than  we  do.  So  what? 


The  Rr  ssi  ws  are  proudly  putting  up 
in  Lipetsk,  the  steel  city  south  of  Mos- 
cow, what  they  hail  as  the  world's 
biggest  blast  furnace.  This  superfur- 
nace  will  turn  out  about  4  million  tons 
of  pig  iron  a  year,  more  even  than 
the  biggest  Japanese  blast  furnace. 
Even  without  the  Lipetsk  furnace,  the 
Russian  steel  industry  leads  the  world 
in  volume.  Last  year's  score:  The  Soviet 
Union,  136  million  gross  tons  from 
production;  the  U.S.,  133  million;  Ja- 
pan, 107  million. 

"Sounds  to  me  like  the  soap  story 
all  over  again,"  says  Solomon  Fab- 
ricant,  retired  chairman  of  the  Na- 
tional Rureau  of  Economic  Research. 
Remember  several  years  ago  how  the 
Russians  boasted  that  they  now 
made  more  soap  than  the  U.S.  did? 
What  they  had  overlooked  was  that 


while  they  were  surging  ahead  in 
soap,  American  manufacturers  had 
shifted  almost  entirely  over  to  the  pro- 
duction of  detergents. 

Steel  is  an  obsession  with  the  Rus- 
sians. While  General  Secretary  Leonid 
I.  Brezhnev  recently  faulted  the  So- 
viet economy  for  missing  a  number  of 
goals  in  1972,  the  Russian  leader 
couldn't  fault  steel.  Right  in  line  with 
the  ninth  five-year  plan,  steel  has  been 
ticking  off  production  advances  of 
about  5%  a  year  since  1970. 

With  a  gross  national  product  only 
29%  that  of  the  U.S.,  what  do  the 
Soviets  do  with  all  that  steel?  You 
can  make  ,i  good  case  for  the  whole 
thing  being  just  a  Russian  ego  trip. 

Stalin,  whose  name  is  a  Russian 
derivative  of  (he  word  steel,  started 
it.    "Steel    became    an    obsession    with 


the  Russians,"  says  a  State  Depart- 
ment man  who  follows  the  Russian 
economy.  In  the  1950s  and  earl\ 
1960s  they  would  crank  up  advances 
in  raw  steel  production  of  about  10% 
a  year.  Premier  Khrushchev  saw  the 
fallacy  in  this,  and  complained  about 
it  in  his  "steel  eaters"  speech  in  1963. 
Bureaucrats  must  be  eating  steel  so 
they  can  keep  cushy  jobs,  said 
Khrushchev.  Better  help  the  chemical 
industry  turn  out  more  plastics. 

Khrushchev's  outspokenness  on 
may  have  helped  lead  to  his  downfall 
in   1964,  for  the  metallurgical  bureau- 
crats  arc   well   established    in   tin     So 

vie!    hierarchy.    After    Khrushchev's 

OUSter,  Brezhnev  noted  that  there  had 
been  people  around  who  believed  that 
with  the  arrival  of  polymers  and  plas- 
tics, metallurgy  was  no  longer  impor- 
tant. So  back  to  steel. 

The   trouble   with   the    Russian   steel 
industry  is  that   there  is  glory  in  lum 
ing    it    out,    but    no    gloi\     m    using    it 
well.  A  plant  manager  gets  his  bonus 
by  beating  a  production  goal.   An  in- 
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tronics  industry.  "What  we  wanted," 
adds  Kosowsky,  "was  a  highly  frag- 
mented business  witli  good  growth 
and  the  safety  of  many  customers 
rather  than  the  few  we  were  coping 
with  in  military  electronics." 

Onward  and  Upward 

The  likeliest  candidate?  Education. 
"We  were  still  in  the  post-Sputnik 
era,"  Kosowsky  explains,  "and  the 
Government  was  hot  on  getting  science 
education  into  the  classroom."  So  Da- 
mon made  cheap  laboratory  scales 
and  scientific  kits.  But  that  market 
proved  limited,  distribution  difficult. 
Even  after  the  purchase  for  stock  of 
Arrow  Handicraft  and  Hi-Flier  Mfg., 
a  maker  of  kites,  that  part  of  Damon's 
business  in  1972  only  brought  in  7% 
of  earnings  on  16%  of  sales.  Damon 
was  chiefly  an  electronics  company. 
The  education  move  sounded  good, 
but  came  to  little. 

Now  came  chapter  three  in  the 
Damon  saga.  By  1967  Washington 
had  begun  the  big  loosening  of  the 
purse  strings  for  Medicare  and  Medic- 
aid. Preventive  rather  than  curative 
medicine  was  the  new  vogue.  Kosow- 
sky, quick  to  spot  a  trend,  eyed  the 
12,000  or  so  laboratories  that  were 
starting  to  cash  in  on  the  rush  of  new 
demand  for  diagnostic  testing.  The 
trouble  was  that  Upjohn,  Dow  Chem- 
ical and  Smith  Kline  &  French  al- 
ready were  buying  up  labs.  Damon 
had  neither  medical  reputation  nor 
experience.  Undaunted,  Kosowsky 
turned  to  his  original  backers,  who 
also  were  part  owners  of  International 


Equipment  Co.,  a  firm  three  times  as 
large  as  Damon  that  manufactured 
centrifuges,  .the  basic  tool  of  the  lab- 
oratory business. 

"We  had  a  plan  for  growth.  IEC 
hadn't,"  explains  Kosowsky,  "so  it  was 
agreed  they  should  sell  out  to  us  for 
the  equivalent  of  $13  million  in  stock. 
With  IEC's  name,  we  had  a  visiting 
card  and  could  go  knocking  on  the 
doors  of  clinical  laboratories." 

The  first  50  or  so,  Kosowsky  admits, 
"slammed  the  door  in  my  face,"  but 
not  the  ones  that  followed.  In  four 
years  Kosowsky  handed  out  1.7  mil- 
lion shares  for  27  labs  and  over  70 
blood-collection  centers  that  last  year 
did  7.8  million  tests  for  9,500  physi- 
cians and  815  hospitals;  and  today 
Damon  is  twice  as  big  as  the  next 
largest  diagnostic  chains,  Smith,  Kline 
&  French  and  American  Bio-Medi- 
cal. "We  want  to  build  another 
chain,"  says  Kosowsky.  Still  expanding, 
Damon  bought  its  first  radiology  lab 
in  Los  Angeles  last  summer.  "We 
haven't  scratched  the  lab  market  yet." 

But  in  a  sense,  Damon's  very  suc- 
cess could  now  be  its  toughest  prob- 
lem. With  EG&G,  W.R.  Grace,  Litton 
Industries  and  even  Dun  &  Bradstreet 
getting  into  the  clinical  laboratory 
business,  the  competition  for  avail- 
able labs  is  rising.  "There  are  only 
60  or  70  cities,"  says  Chicago  con- 
sultant Lloyd  Johnson,  who  studies 
the  lab  market,  "where  Damon  could 
buy  a  lab  large  enough  to  affect  its 
profits.  In  this  business  you  soon  run 
out  of  gas."  And  not  every  lab  is  a 
monevmaker:   Two  chains,  Bio-Medi- 


cal Resources  and  American  Bio-Medi- 
cal Corp.,  have  both  lost  money. 

In  a  way,  Damon  hasn't  finished 
paying  for  its  acquisitions.  Only  last 
December  it  registered  2.4  million 
shares.  A  portion  of  these  had  been 
used  in  earlier  takeovers,  but  held  in 
escrow  as  a  performance  bond.  But 
Damon  issues  more  stock  only  as  earn- 
ings from  its  new  labs  rise,  thus  lim- 
iting the  problems  of  dilution. 

Kosowsky  now  has  to  reach  for 
what  acquisitions  he  does  make.  He 
has  been  going  to  Costa  Rica  for  a 
firm  that  makes  biologicals  from  hu- 
man plasma,  to  Britain  for  one  that 
makes  vaccines  for  poultry.  And  he 
has  been  trying  to  launch  AcuChem, 
his  own  $100,000  blood-testing  ma- 
chine, with  little  success  so  far.  With- 
out continuing  acquisitions,  can  Da- 
mon continue  its  recent  rate  of  earn- 
ings growth?  Kosowsky  is  convinced 
it  can.  That  remains  to  be  seen. 

Will  Kosowsky  soon  be  looking  for 
another  new  business  to  go  into?  Will 
there  be  a  fourth  and  fifth  chapter 
to  the  Damon  saga?  Kosowsky  vehe- 
mently denies  it.  "I  soon  hope  to 
announce  an  expansion  into  a  new 
era,"  he  says.  Out  of  medicine?  "No, 
we're  staying  with  medicine.  We're  in 
this  business  because  of  government 
pressures  to  keep  down  medical  costs. 
That's  just  what  our  labs  do." 

Which,  when  you  get  down  to  it, 
is  what  Damon  Corp.  has  always 
done:  follow  the  trend  of  government 
funding.  So  far,  the  policy,  for  all  its 
twists  and  turns,  seems  to  have  worked 
well.   ■ 


dustry  czar  keeps  his  seat  at  the 
Moscow  Opera  by  making  sure  the 
manager  beats  his  goal. 

This  has  resulted  in  inadequate 
steel  finishing  capacity  and  a  situa- 
tion like  that  in  machine  tool  shafts. 
If  a  machine  shop  wants  a  shaft  under 
an  inch  in  diameter,  it  has  to  machine 
it.  The  Russian  steel  industry  loses 
some  4  million  tons  of  steel  a  year 
just  in  shavings. 

For  all  this  steel,  there  is  a  short- 
age of  steel  needles  in  the  Soviet  Un- 
ion. Soviet  cars  are  much  heavier  per 
cubic  foot  than  are  American  ve- 
hicles.   It's    well-nigh    impossible    to 


move  a  Russian  refrigerator.  They  use 
bulk  steel  where  we  use  finished  alloys, 
aluminum,  fiber  glass  and  plastics. 

Probably  the  biggest  embarrass- 
ment to  the  Soviet  steel  industry  at 
the  present  time  is  in  pipeline  con- 
struction. The  Russians  have  been 
forced  to  buy  most  of  their  big-diam- 
eter steel  pipe  so  far  from  Sweden, 
West  Germany  and  Italy. 

Add  the  plethora  of  steel  to  the 
shortage  of  wheat,  and  you  can't  help 
conclude  that  the  Soviets  haven't  been 
using  their  capital  resources  very 
wisely.  Is  it  any  wonder  the  Russians 
seem  so  conciliatory  these  days?  ■ 


Russian  cars  use  too  much  steel,  not  the  plastics  Khrushchev  once  called  for. 
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Exxon  Corp. 


With  price  controls  back 
and  the  Arabs  demanding  ever-bigger  cuts, 
how  can  Exxon  be  sitting  on  top  of  the  world? 
Answer:  by  a  brilliant  balancing  act. 


Growth  is  not  the  problem  in  the 
oil  business.  With  the  world  indus- 
trializing at  a  furious  pace,  the  mar- 
kets are  there  for  the  taking.  Every 
major  oil  company  has  grown  tre- 
mendously in  the  past  five  years. 

The  trick,  however,  has  been  to 
make  money  out  of  the  growth.  Among 
the  giants,  the  so-called  Seven  Sisters, 
Gulf  Oil  has  not  succeeded.  Its  sales 
grew  by  $2.5  billion  (66%)  between 
1966  and  1972,  and  yet  its  earnings 
actually  declined.  Royal  Dutch  hasn't 
succeeded  either.  On  a  sales  growth 
of  nearly  $9  billion  (80%),  it  added 
only  $140  million  in  net  profits. 

Mobil  Oil  has  done  fairly  well.  But 
although  both  its  sales  and  earnings 
grew  smartly,  Mobil's  return  on  equity 
(11%)  was  merely  average  last  year. 
The  same  is  true  of  Standard  Oil  of 
California.  Worst  of  the  lot  was  British 
Petroleum.  Through  the  first  nine 
months  of  1972,  BP  earned  a  trivial 
23  cents  a  share,  down  more  than  70% 
from  1971's  earnings,  even  as  sales 
rose  by  more  than  10%. 

Of  the  Seven  Sisters,  only  Texaco 
and  Exxon  (as  Standard  Oil  of  New 
Jersey  is  now  known)  have  really 
turned  revenue  growth  into  gold.  Last 
year  each  of  them  netted  around  13% 
on  stockholders'  equity,  well  above 
average  for  this  or  for  any  other  in- 
dustry; and  each  has  been  adding 
profits  as  fast  or  faster  than  it  has 
been  adding  sales.  Exxon,  moreover, 
seems  to  have  momentum.  Its  pros- 
pects over  the  next  few  years  can  only 
be  described  as  excellent. 

Behind  these  cold  figures  is  a  dra- 
matic story  of  foresight  and  good  man- 
agement by  a  company  that  could 
have  been  too  big  to  be  efficient. 

Flash  hack  for  a  minute  to  the 
early  Sixties.  The  golden  days  of  inter- 
national oil.  Crude  was  plentiful  and 
cheap.  Demand  was  no  problem.  It 
was  a  technician's  business:  Find  the 
oil  and  you  had  it  made. 

Exxon  was  very  comfortable.  It  had 
cheap  crude  coming  out  of  its  ears  in 
several  parts  of  the  world,  principally 
in  Saudi  Arabia  and  Venezuela.  Exxon 
was  one  of  the  top  sellers  of  refined 
products  in  both  Europe  and  the  U.S. 
If  those  refined  product  markets  were 
torn  by  price  wars,  Exxon  didn't  care; 
the  trick  was  to  move  the  crude  and 
more  than  make  up  at  the  well-head 
what    (hey    lost    at    the    pump.    How 
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could  you  lose  when  you  could  sell 
foreign  crude  for  a  profit  of  $1  a  barrel 
and  sometimes  more? 

But  in  the  early  Sixties  Exxon  gam- 
bled. Though  it  already  had  more 
crude  than  its  refined-product  markets 
could  absorb,  the  company  decided 
to  lay  out  big  money  looking  for  even 
more  crude.  In  the  short  span  of  only 
three  years,  from  1964  to  1967,  Exxon 
(then  Jersey)  spent  nearly  $700  mil- 
lion on  exploration. 

It  was  not  a  unanimous  decision. 
There  was  a  debate  lasting  many 
months  at  Exxon's  Rockefeller  Center 
headquarters  in  New  York.  Exxon 
already  had  all  that  Saudi  and  Vene- 
zuelan oil,  plus  big  reserves  in  Canada 
and  the  U.S.  More  was  shortly  to 
come  in  Libya.  Where  was  the  eco- 
nomic incentive  to  go  looking  for 
more?  Competitors  indicated  their 
amusement  at  Exxon's  move  by  de- 
clining to  follow  suit— at  least  on  any 
large  scale.  Mobil,  for  instance,  with 
the  greatest  need  for  new  crude  sup- 
plies of  any  major  U.S.  oil  company, 
spent  just  $267  million  during  that 
period. 

More  than  One  Way 

"You  simply  could  not  justify  it  on 
the  economics  alone,"  says  Exxon's 
present  chairman  and  chief  executive, 
62-year-old  J.  Kenneth  Jamieson,  who 
at  the  time  was  president  of  Humble 
Oil  (an  Exxon  subsidiary)  in  Hous- 
ton, Tex. 

But  Monroe  J.  Rathbone,  Exxon's 
CEO  in  those  days,  was  playing  a 
couple  of  strong  hunches.  He  was 
convinced  that  world  oil  consumption 
was  going  to  grow  a  lot  faster  than 
anyone  expected  in  the  Seventies  and 
Eighties.  He  was  especially  convinced 

tli.it    tin-  Organization  of   Petroleum 

Exporting      Countries,      then      going 

through  its  birth  pains,  would  acquire 

real  clout  in  dealing  with  the  oil  nun 
panics,    and    crude    Supplies    outside 

OPEC  borders  would  come  in  hand) 

So  Rathbone  won  over  the  internal 
objectors.  He  set  up  a  brand-new 
subsidiary  called  Ksso  Exploration  and 
sent  its  geologists  and  drilling  crews 
into  new  areas  ol  llie  world.  He  also 
ordered  Kxxon's  existing  operating 
subsidiaries    to    begin    combing    their 

territories  for  more  oil.  Find  all  you 
can,   he   instructed    them,   especially 

outside  ol  the  OPEC  nations. 
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It  may  have  been  the  most  im- 
portant decision  ever  made  at  Exxon. 
So  says  Ken  Jamieson,  who  took  over 
as  CEO  in  1969  from  Rathbone's  suc- 
cessor, Michael  L.  Haider.  With  the 
oil  Esso  Exploration  uncovered,  plus 
new  strikes  made  by  the  Humble  sub- 
sidiary in  the  U.S.  and  the  Imperial 
Oil  subsidiary  in  Canada,  Exxon  is 
far  and  away  the  most  geographically 
and  economically  balanced  company 
in  the  industry  (see  chart). 

World  oil  consumption  has  grown 
far  beyond  anyone's  wildest  dreams, 
to  more  than  50  million  barrels  per 
day  from  27  million  barrels  per  day 
ten  years  ago.  And  the  OPEC  nations 
have  finally  achieved  enough  unity 
to  apply  a  global  squeeze  play  on  the 
oil  companies.  For  the  oil  industry 
the  choice  is  slight:  Grant  generous 
concessions  to  the  moderate  Arab 
countries— or  face  the  prospect  of 
dealing  with  erratic  types  like  Colonel 
Qadaffi  in  Libya. 

At  Tehran  in  1971,  for  example, 
the  oil  countries  won  big  tax  increases, 


BALANCING  ACT 

A  balance  between  crude  production,  refining  and  marketing  has  always 
been  crucial  in  the  oil  business.  Now  geographical  balance  is  important  too. 
Exxon  shapes  up  well  both  ways.  Its  crude  production  and  refining  are 
about  in  balance  (first  chart),  so  it  doesn't  have  to  buy  much  oil 
to  keep  its  refineries  running.  As  for  geography,  its  product  sales  are  not 
overly  heavy  in  the  U.S.  (second  chart),  where  price  controls  have  been  put  on. 
And  its  crude  production  is  less  concentrated  in  the  OPEC  nations  (third  chart), 
where  taxes  are  rising  sharply. 
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continuing  through  1975,  from  the 
companies.  When  the  U.S.  first  de- 
valued the  dollar  late  in  1971,  they 
wrung  out  another  tax  increase  to 
compensate  for  it.  They  will  probably 
get  another  to  make  up  for  the  latest 
dollar  devaluation.  Result:  The  tax 
and  royalties  on  a  barrel  of  Saudi 
Arabian  crude  will  have  risen  from 
88  cents  in  1970  to  over  $1.70  by 
1975.  Such  is  their  strength  now  that 
the  OPEC  nations  will  undoubtedly 
win  further  big  increases. 

On  fo  Participation 

The  latest  wrinkle  dreamed  up  by 
the  OPEC  nations  is  the  concept  of 
participation.  To  date,  Saudi  Arabia, 
Qatar,  Kuwait  and  Abu  Dhabi  have 
taken  over  25%  ownership  of  the 
crude  produced  within  their  borders, 
with  an  option  to  raise  their  shares 
to  51%  by  1982.  Iraq  will  probably 
follow  suit  later  this  year  or  next 
with  the  rest  of  its  crude.  The  pres- 
ent government  of  Libya,  the  wildest - 
eyed  of  the  lot,  is  now  demanding 
an  immediate  50%  participation  from 
companies  operating  its  wells,  one  of 


which  is  Exxon. 

The  participation  pacts  with  Saudi 
Arabia,  Abu  Dhabi,  Qatar  and  Kuwait 
contain  specific  buy-back  provisions. 
In  Saudi  Arabia,  buy-back  prices  start 
at  just  over  $2  per  barrel  and  will 
rise  to  nearly  $2.25  per  barrel  by 
1975.  This  compares  with  about 
$1.70,  including  taxes  and  royalties, 
for  the  oil  the  companies  produce  for 
themselves.  Further  down  the  road, 
the  producing  nations  may  use  their 
oil  to  fuel  their  own  oil  companies  or 
to  supply  new  national  companies  in 
Europe  and  elsewhere. 

Exxon,  thanks  to  its  gambles  in  the 
early  Sixties,  is  partly  insulated  from 
all  this.  It  already  has  more  non- 
OPEC  crude,  proportionately,  than 
any  of  its  international  competitors, 
17%  of  its  proved  reserves  compared 
with  7%  to  12%  for  the  rest  of  the  big 
five.  And  it  promises  to  have  still  more 
as  new  fields  already  uncovered  swing 
into  full  production. 

In  the  North  Sea,  for  example,  Ex- 
xon has  four  strikes  with  proved  and 
probable  reserves  of  5  billion  to  7 
billion    barrels.    By    1980   it    will   be 
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lifting  500, 000  barrels  per  day  from 
the  North  Sea.  By  then  it  should  also 
be  pumping  another  500,000  barrels 
pci  day  From  huge  finds  on  the  North 
Slope  of  Alaska-provided  that  legal 
squabbli  s  ■  ith  environmentalists  over 
the  proposi  d  Alaskan  pipeline  can  be 
settled  fairl)  soon. 

Ahead)  Exxon  is  getting  350,000 
barrels  per  da>  from  the  Bass  Strait 
field  oil  southeastern  Australia. 

Though  it  is  still  in  the  early  ex- 
ploration stages,  another  new  field  in 

Exxon:  Men  within  a  System 

V.wu\  Bve  years  or  so,  just  like  clock- 
work, the  top  job  at  Exxon  Corp. 
chanties  hands.  The  incumbent  chief 
executive  officer,  usually  the  board 
chairman,  is  required  to  depart  at 
age  65.  And  a  new  man,  invariably 
the  former  president,  steps  in  at  rough- 
ly age  60  for  his  brief  stint  at  the 
helm— to  live  mainly  with  decisions 
made  by  his  predecessors,  to  make 
new  ones  affecting  his  own  successors 
more  than  himself. 

What  happened  recently  at  rival 
Texaco— where  Augustus  C.  Long  fi- 
nally retired  after  eight  years  as  CEO, 
then  came  back  six  years  later  at  age 
65— could  never  happen  at  Exxon. 

That's  good  for  the  younger  execu- 
tives at  Exxon:  All  down  through 
the  ranks  it  causes  new  jobs  to  be 
constantly  opening  up.  But  is  it  good 
for  the  company  to  have  its  top  brass 
coming  and  going  so  frequently?  Sure- 
ly it  must  be  tempting  for  an  Exxon 
CEO  to  concentrate  on  short-run  de- 
cisions, to  make  his  own  brief  record 
look  good  and  retire  a  hero. 

Yet  it  doesn't  seem  to  happen  that 
way.  The  Exxon  system  produces  sol- 
id, long-range  decision-making  at  the 
top.  Decisions  like  the  one  Monroe 
Rathbone  made  during  the  early  Six- 
ties (see  story),  where  the  payoffs 
are  anything  but  short-range.  How 
does  Exxon  defy  the  textbook  notion 
that  a  man  ought  to  be  CEO  long 
enough  to  have  to  live  with  his  own 
decisions? 

For  one  thing,  his  time  at  the  top 
isn't  as  short  as  it  appears.  Before 
serving  as  CEO,  a  man  is  usually 
president  for  five  years  or  so  under 
the  man  he  ultimately  succeeds.  And 
at  Exxon  the  CEO  and  the  president 
work  in  tandem.  When  Chairman  J. 
Kenneth  Jamieson,  the  present  CEO, 
reaches  65  and  retires  in  1975,  Presi- 
dent Clifton  C.  Garvin  will  already 
have  had  almost  six  years  of  shaping 
top-level  policies.  The  big  decisions 
made  during  Jamieson's  tenure,  from 
1969  through  1975,  will  in  large  part 
be  Garvin's,  too. 


Canada,  just  east  of  Alaska  in  the 
Mackenzie  River  delta,  could  yield 
huge  amounts  of  crude  by  the  Eigh- 
ties. Exxon  has  leased  10  million  acres 
there,  what  one  oil  expert  calls  "a 
stranglehold  on  the  delta." 

Of  course,  production  costs  in  these 
new  areas  are  far  above  the  12  cent- 
per-barrel  average  in  Saudi  Arabia. 
Yet  most  of  Exxon's  newer  crude  is 
more  profitable  than  its  OPEC  crude. 
Lower  taxes  are  the  main  reason. 
Crude  from  the  North  Sea  and  Alaska 


For  another  thing,  neither  Jamieson 
nor  Garvin  is  really  involved  in  short- 
run  decisions,  the  kind  that  might 
produce  a  sharp  uptick  in  earnings 
for  a  few  years.  The  day-to-day  op- 
erating decisions  are  elaborately  de- 
centralized away  from  them  and  down 
through  the  organization.  Jamieson's 
and  Garvin's— as  that  of  their  prede- 
cessors—job is  to  concentrate  on  long- 
er range  strategy. 

"We  may  ask  about  the  cost  of 
heating  oil  from  time  to  time,"  says 
Garvin,  "but  Mike  Wright  [M.A. 
Wright,  chairman  of  Exxon  Co.,  USA], 
not  Ken  or  me,  is  the  man  the  board 
holds  accountable  for  things  like  that." 

There's  another,  more  important 
reason  why  the  Exxon  system  works. 
After  several  decades  on  the  Exxon 
executive  ladder,  any  top  executive 
is  a  thoroughgoing  company  man. 

"I  think  of  it  as  a  proprietary  re- 
lationship," says  Cliff  Garvin.  "Like 
running  a  company  of  which  I  am  the 
owner.  It  is  just  my  duty,  but  my 
deep  personal  desire  is  to  keep  it  in 
the  best  shape  possible  for  the  men 
who  will  come  after  me.  That  will  de- 
termine whether  I  was  successful  or 
not— not  a  sharp  uptrend  in  profits 
while  I  was  there." 

How  does  a  corporation  go  about 
breeding  company  men?  At  Exxon  it 
begins  with  hiring  the  cream  of  the 
college  crop.  A  young  man  joining 
the  company  will  find  among  his  peers 
mostly  men  who  graduated  in  the  top 
tenth  of  their  classes.  He  knows  right 
off  he  is  a  member  of  an  elite  group. 
As  he  moves  up  through  the  company, 
he  finds  he  is  amply  rewarded,  not 
just  with  money  but  with  meaningful 
additional  job  responsibilities  as  well. 
With  a  $21-billion  (gross  assets) 
worldwide  company,  there  is  no  short- 
age of  opportunities  and  challenges. 

Sometimes  the  pace  of  advance- 
ment is  not  fast  enough  for  some 
young  men.  Mobil  Oil  Corp.'s  46- 
year-old  Executive  Vice  President 
Richard  F.  Tucker  was  an  Exxon 
man  who  got  impatient.  But  most  are 


will  net  $1  or  more  per  barrel,  after 
local  taxes,  Saudi  crude  nets  around 
50  cents  per  barrel  and  Venezuelan 
crude  less  than  half  that  much. 

The  most  profitable  crude  of  all 
comes  from  the  lower  48  states  of  the 
U.S.,  where,  thanks  to  lower  taxes 
and  higher  selling  prices,  it  is  possible 
to  net  $1.50  to  $2  per  barrel.  Exxon 
still  is  the  biggest  producer  of  U.S. 
crude,  at  around  1  million  barrels 
per  day.  The  U.S.  accounts  for  about 
18%   of   Exxon's    daily   production   of 


Jamieson  of  Exxon 

patient,  for  they  know  the  advance- 
ment pace,  if  not  swift,  is  regular, 
that  higher  jobs  are  always  opening 
up.  They  know,  too,  that  no  one  is 
likely  to  be  brought  in  from  the  out- 
side to  fill  the  job  ahead  of  them. 

All  these  things  combine  to  produce 
tremendous  loyalty  and  dedication  to 
the  company.  Not  a  mindless  sort  of 
loyally,  but  the  loyalt\  of  a  man  who 
knows  that  the  system  will  serve  his 
ambition  and  intelligence. 

"You  must  be  consumed  In  a  tre- 
mendous ambition  to  make  it  to  the 
top  of  a  150,000-cmployee  company," 

says  Garvin.  The  point  is  that  per- 
sonal ambition  alone  is  not  enough: 
You  have  to  be  ambitious  for  the 
long-term    prospects   of    the   company 

as  well. 
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Split-Dollar  life  insurance. 

How  ithelps  you  hold  key  employees, 

then  returns  your  investment. 


Facts  fromNewlfork  Life 

The  large  corporation  generally  has  many 
ways  to  attract  and  hold  key  people.  Liberal 
pension  plans,  group  life  insurance,  and  more. 

But  what  about  the  smaller  business? 
How  can  it  provide  attractive  benefits  — 
without  unduly  burdening  itself? 

One  answer  is  to  offer  key  employees  life 
insurance  protection  through  a  unique  plan 
called  Split-Dollar.  As  its  name  implies,  the 
Split-Dollar  plan  calls  for  the  company  and  the 
employees'  beneficiaries  to  split  the  proceeds 
of  the  policies— thus  enabling  the  company  to 
provide  an  attractive  fringe  benefit  to  its 
workers  at  very  little  real  cost  to  itself. 

How  it  works 
Say  you  have  a  valued  employee  for  whom  you 
want  to  provide  $50,000  of  life  insurance. 

Under  the  Split-Dollar  plan,  the  company 
would  apply  for  and  own  a  $50,000  policy  on 
the  life  of  the  employee.  The  company  would 
name  itself  as  beneficiary  for  an  amount  equal 
to  the  premiums  paid  or  the  cash  value  of  the 
policy,  whichever  was  greater  at  the  time  of  the 
employee's  death.  The  employee's  wife  (or 
whomever  else  he  named)  would  be  the  bene- 
ficiary for  the  balance  of  the  proceeds. 

Obviously,  the  employer's  share  of  the 
death  benefit  will  increase  as  additional 
premiums  are  paid,  while  the  remaining 
proceeds— payable  to  the  employee's  benefi- 
ciary—would be  expected  to  decrease  year  to 
year  by  a  corresponding  amount. 

However,  a  unique  option  of  the  plan 
permits  a  part  of  each  yearly  dividend  to  be 
used  to  purchase  additional  life  insurance 
generally  equal  to  the  cash  value  of  the  policy. 

Thus,  for  all  practical  purposes  the 
amount  of  insurance  in  effect  for  the 
employee's  beneficiary  would  remain  at 
approximately  its  original  level  — $50,000. 

The  employer,  meanwhile,  retains  control 
of  the  cash  value  of  the  policy  at  all  times  and 
can  use  it  for  business  purposes. 

Tax  benefits 
Under  current  Internal  Revenue  Service 
rulings,  the  policy  proceeds  are  received 
income-tax  free  by  both  the  company  and  the 
employee's  beneficiaries. 

In  addition,  Split-Dollar  plans  can  be 


either  "contributory','  with  the  employee  paying 
some  part  of  the  premium,  or  "non-contribu- 
tory'/ with  the  employer  paying  the  entire 
amount.  The  employee  must  pay  income  tax— 
on  the  value  of  the  "economic"  benefit  he 
receives  from  the  employer's  payments,  but  at 
a  favorable  rate  set  out  in  a  Treasury  Depart- 
ment ruling. 

One  other  plus :  if  the  company  is 
incorporated,  a  shareholder-employee  is  also 
eligible  for  this  attractive  fringe  benefit— with 
the  premiums  coming  out  of  corporation 
dollars  instead  of  personal  dollars. 

The  New  York  Life  Agent 
Split-Dollar  is  just  one  of  many  interesting 
business  insurance  plans  from  New  York  Life 
that  can  serve  your  company. 

Call  your  New  York  Life  Agent.  He  has 
been  carefully  chosen  and  weil  trained— and  is 
part  of  a  team  that  has  probably  written  more 
business  life  insurance  than  any  other. 

He'll  be  glad  to  give  you  the  facts  of 
business  life  insurance. 


We  guarantee 
tomorrow  today. 

New  York  Life  Insurance  Company,  51  Madison  Avenue, 
New  York,  N.Y.  10010.  Life.  Group  and  Health  Insurance. 
Annuities,  Pension  Plans. 


How  to  choose  an 


As  you  know,  even  the  most  basic  business 
activities  take  on  a  certain  complexity  overseas. 

An  international  bank,  particularly  the  right 
one,  can  help. 

In  fact,  it  can  perform  in  ways  even  the  most 
imaginative  businessmen  may  not  realize. 

But  which  international  bank? 

The  problem  is  this:  in  many  ways  the 
great  international  banks  are  more  alike  than 
they  are  different. 

They  each  maintain  branches  and  offices 
around  the  world. 

They  each  offer  a  full  range  of  services, 
including  many  that  banks  less  deeply  committed 
to  international  banking  do  not. 

They  each  have  extensive  knowledge  of  the 
intricacies,  hazards,  and  opportunities  of 
business  in  every  corner  of  the  world. 

The  difference:  a  matter  of  style. 

These  capabilities  are  the  fundamentals  of 
international  banking.  The  great  international 
banks  perform  them.  The  others,  the  routine 
international  banks,  do  not. 

But  the  difference  between  the  great  banks 
is  more  subtle.  And  if  they  are  alike  in  what  they 
do,  you  must  look  for  differences  in  how  they  do 
what  they  do. 

These  differences  grow  out  of  differences  in 
management  philosophy.  And  as  in  any  business, 
they  are  critical. 

To  choose  the  right  international  bank,  you 
must  choose  the  management  philosophy  that 
makes  sense  to  you,  the  one  that  fits  your  style  of 
doing  business. 

The  competitive  edge. 

At  The  First,  we  can  explain  our 
management  philosophy  quickly  and  simply 
because  this  is  the  way  we  do  business. 

It's  based  on  the  recognition  of  two  realities. 

First,  we  consider  international  operations  to 
be  the  most  competitive  aspect  of  business 
because  only  the  most  aggressive  and  certain 
managers  extend  their  business,  and  risk,  to 
international  markets. 


Second,  only  the  greatest  banks  have  the 
resources  to  compete  and  win  in  the  international 
arena. 

To  serve  the  international  businessman,  and 
serve  him  better  than  our  competitors,  we  have 
shaped  our  own  management  philosophy  and 
style  to  a  competitive  edge. 

Is  our  style,  your  style? 

You  can  begin  to  choose  an  international 
bank  by  asking  yourself  a  few  questions. 
Start  with  an  easy  one. 

1.  Does  it  seem  to  make  sense  to  deal  one-to-one 
with  your  bank's  loaning  officer? 

The  way  some  banks  are  organized,  they 
apparently  feel  they  need  to  rely  on  a  loan 
committee  for  decisions.  We  don't.  We  want  to 
move  faster.  Simpler. 

We  think  the  right  loan  makes  sense  to  you 
and  to  us.  And  the  way  to  find  it  fast  is  to  let  the 
loan  officer  work  it  out  face-to-face  with  you. 
Forget  the  red  tape;  let's  use  common  sense. 

2.  When  you  re  making  a  decision,  do  you  like  to 
consider  alternatives? 

The  best  minds  we  deal  with  like  to  look  at 
alternatives.  And  we  think  it  makes  sense. 

Getting  the  best  financial  package  must 
include  looking  at  all  the  options.  Perhaps  our 
fast-growing  international  leasing  corporation  is 
what  you  need.  Or  real  estate  help.  You  might 
find  you  can  use  several  of  our  subsidiaries. 

But,  because  our  international  organization 
is  lean  and  compact,  we  are  in  the  habit  of  looking 
outside  of  our  own  resources,  too.  We  work  with 
any  strong  local  bank.  And  all  of  the  great  banks 
of  the  world.  The  result:  we  scout  out  more  ideas. 

3.  Are  you  interested  in  new  ideas? 

We  certainly  are. 

Time  and  again,  wo  arc  able  to  compete  for, 
and  win  a  piece  of  business  by  showing  a 
prospective  customer  an  idea  that  is  different. 


The  Krst  National  Bank  of  Chicago  is  a  subsidiary  of  First  Chicago  Corporation,  and  has  installations  in  Amsterdam,  A 
Panama  City,  Paris,  Rome,  Sao  Paulo,  Singapore,  Sydney  and  Tokyo.  In  Now  York:  Firsl  I  !hicago  International  Ha 


international  bank. 


Example:  Right  now  we  are  taking  the  lead  in 
setting  up  the  pipelines  for  future  East- West 
trade  in  Poland  and  other  East  Bloc  countries. 

The  differences  in  international  banking  may 
be  small.  Which  means  we  must  look  harder  to 
find  them.  But  even  a  small  difference  can  make 
a  big  difference.  Now,  and  in  the  future. 

4.  Do  you  think  an  international  banker  should  be  a 
tour  guide? 

We  don't. 

Granted  he  must  know  the  economic  climate 
of  the  area,  government  restrictions,  the  tax  and 
exchange  realties,  and  the  conventions  of  local 
business.  He  must  know  how  to  build  a  favorable 
financial  package  for  you  through  joint  work  with 
the  EximBank,  F.C.I.A.,  and  P.E.F.C.O.,  the 
Private  Export  Funding  Corporation  which  we 
were  active  in  forming.  And  enough  other 
information  to  fill  a  guide  book. 

But  first  of  all,  he  must  be  a  banker. 

We  feel  our  men  overseas,  man  for  man,  have 
more  basic  American  banking  experience  than 
our  competitors.  This  explains  why  they  are  freer 
to  use  their  own  judgment  and  can  act  faster  than 
other  international  bankers. 

5.  Do  you  want  your  international  bank  to  be 
competitive? 

If  there  is  an  edge  to  be  found,  we  believe  it 
should  be  put  to  work  for  you.  We  never  hesitate 
to  compete. 

For  example,  we  were  the  first  American 
Bank  to  start  a  merchant  bank  from  scratch  in 
the  city  of  London.  Competing  with  the  great 
historic  merchant  banks  right  on  their  own 
doorstep  $ves  one  a  certain  confidence. 

And  proves  to  us  again  that  the  right  idea, 
and  the  courage  to  pursue  it,  is  worth  several 
imitative  ones. 


The  freedom  to  compete. 

Overseas  we  are  able  to  operate  in  this  direct 
pragmatic  way  because  we  have  complete  control 
of  our  offices  and  branches.  This  gives  us  the 
authority  and  flexibility  to  operate  in  our  own 
very  responsive  and  competitive  style. 

Perhaps  this  is  because  most  of  our 
international  managers  have  experience  in  our 
domestic  lending  operation.  Many  Nationals 
running  our  overseas  business  are  trained  here, 
also.  We  know  how  they  perform,  and  how  they 
implement  our  competitive  philosophy. 

The  results:  growth  tells  the  story. 

This  aggressive  posture  seems  to  work.  Since 
1967,  we  have  opened  24  new  branches  and  offices 
overseas.  The  growth  of  our  loan  volume  in  that 
period  is  a  startling  527%.  (And  having  seen  what 
a  competitive  effort  can  accomplish,  we  have  no 
intention  of  easing  off.) 

The  company  you  keep. 

This  growth  comes  from  both  foreign  and 
domestic  companies,  from  the  largest  companies 
in  America  to  those  outside  the  Fortune  500. 

One  of  our  oldest  clients,  a  heavy  construction 
equipment  manufacturer,  was  perhaps  the  first 
great  American  multi-national  company;  among 
the  newest  is  a  foreign  manufacturer  of  rotary 
engine  automobiles. 

Our  growth  in  loans,  and  other  services,  is, 
we  think,  the  result  of  two  facts. 

Back  to  basics. 

First,  we  can  do  anything  any  international 
bank  can  do. 

And  second,  we  intend  to  do  it  faster  or  better 
or  more  certainly,  because  we  are  managed  and 
organized  to  compete. 

If  you  intend  to  compete,  we  think  alike. 


The  First  National  Bank  of  Chicago  @ 
You  compete.  We  compete. 
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The  Santa  Barbara  oil  spill  led  to  shutting  down  of  wells,  further  increasing  the  need  for  oil  imports. 


(i  million  barrels,  but  more  than  a 
third  of  its  total  profits.  What  Exxon 
refines  in  the  U.S.,  it  produces  in  the 
U.S.  Thus  its  supplies  for  the  lucra- 
tive home  market  are  protected  from 
the  vicissitudes  of  foreign  politics. 
In  1971.  Exxon  produced  crude  oil  in 
tl.e  U.S.  equal  to  96%  of  its  U.S. 
refining  requirements;  its  major  com- 
petitors, 50%  to  88%. 

Jamieson  cautions  that  U.S.  oil  re- 
serves are  playing  out,  that  the  bright- 
est hope  is  probably  for  a  slower 
rate  of  decline  in  the  future.  Nev- 
ertheless, Exxon's  U.S.  production  is 
big  enough  to  provide  a  solid  profit 
base  for  many  years  to  come. 

Not  the  least  of  Exxon's  strengths 
is  its  position  as  the  world's  largest 
producer  of  natural  gas.  Significantly, 
natural  gas  was  exempted  from  Presi- 
dent Nixon's  recent  price  controls: 
Exxon  is  solidly  entrenched  in  the 
world's  two  largest  gas  fields.  It  owns 
50%  of  the  fabulous  Groningen  field 
in  Holland  and  50%  of  the  Leman 
Bank  field  in  the  North  Sea.  In  addi- 
tion, there  is  the  promise  of  very 
large-scale  gas  production  in  Alaska 
and  the  MacKenzie  River  delta,  from 
Exxon's  large  holdings  there. 


Most  tantalizing  of  all  are  the  huge 
gas  reserves  under  the  bleak  deserts 
of  Saudi  Arabia,  most  of  which  is 
currently  being  flared  off.  But  if  it  can 
be  economically  carried  to  market, 
Exxon  will  be  a  big  supplier. 

What  did  Exxon's  competitors  do 
about  securing  fresh  sources  of  non- 
OPEC  oil?  Not  nearly  as  much.  Take 
the  North  Sea.  Texaco  hasn't  begun 
drilling  there  vet,  and  Standard  of 
California  isn't  a  factor  there.  Gulf 
has  a  little  oil  and  Mobil,  the  most 
crude-short  of  all  the  internationals, 
so  far  has  two  strikes.  Only  BP  and 
Royal  Dutch /Shell  have  strikes  in  a 
class  with  Exxon's. 

In  Alaska,  with  the  exception  of 
BP  among  the  large  companies,  none 
of  the  other  international  companies 
has  a  major  position.  Exxon,  BP  and 
Atlantic  Richfield,  a  domestic  mar- 
keter, own  the  North  Slope.  Among 
them  they  will  take  more  than  80%  of 
the  oil  found  to  date. 

In  the  MacKenzie  River  delta, 
Gulf  and  Mobil,  teamed  up  in  a  75%- 
25%  drilling  partnership,  have  made 
one  sizable  strike.  Exxon's  70%-owned 
Imperial  Oil  subsidiary  has  made  four, 
including  both  gas  and  oil. 


To  be  sure,  Exxon  still  gets  two- 
thirds  of  its  6  million  barrels  of  daily 
crude  production  from  Saudi  Arabia 
and  Venezuela.  Like  its  competitors, 
Exxon  will  be  hurt  by  the  higher 
taxes,  nationalizations,  participation 
deals  and  production  cutbacks  forced 
by  OPEC  governments.  The  point  is, 
it  promises  to  be  hurt  far  less  than 
the  others,  especially  Texaco,  because 
it  started  plowing  big  money  into 
crude  diversification  ten  years  ago. 
Gulf  bet  on  its  great  Kuwait  oil  field, 
where  it  has  a  50%  interest.  Instead 
of  serious  crude  diversification,  Gulf 
spent  billions  on  refining  and  market- 
ing. Now  the  Kuwaitis— seeing  that  oil 
is  their  only  natural  resource— are  re- 
stricting production.  And  Gulf  is  writ- 
ing off  $250  million  of  marketing  and 
refining  capacity. 

Happiness  Is  No  Change 

Exxon  Chairman  Jamieson  sums  it 
up:  "On  the  plus  side  we've  got  these 
diversified  sources  and,  probably,  ris- 
ing market  prices  for  the  crude  we 
continue  to  produce  ourselves.  On  the 
minus  side  is  the  prospect  that  we 
will  have  to  purchase  greater  amounts 
of  crude  from  others  at  higher  prices. 
If  our  overall  profit  margin  on  crude 
just  stays  the  same,  I'll  be  happy. 
Very  happy."  As  things  now  stand, 
Jamieson  will  be  a  happy  man. 

Price  controls  in  the  U.S.?  The 
level  at  which  the  lid  was  clamped 
on  is  one  that  efficient  companies  like 
Exxon  can  easily  live  with;  prices 
have  been  held  to  a  1%  overall  increase 
—after  the  winter's  price  increases  were 
made.  But  even  with  a  bad  cost-price 
squeeze  in  the  U.S.,  Exxon  would  be 


Fill  'Er  Yourself.  Self-service 
gas  stations,  long  popular 
in  Europe,  were  ignored  by  the  big 
U.S.  oil  companies  at  first.  One 
reason  was  that  U.S.  oil  companies 
were  accustomed  to  sending  ideas 
abroad,  but  were  not  tuned  in  to 
receiving  them.  But  the  independent 
marketers  proved  that  Americans,  too, 
would  do  it  themselves  in  order 
to  save  money. 
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hurt  in  only  30%  of  its  business;  it  is 
the  most  "multi"  of  all  U.S.  multi- 
national corporations. 

Jamieson  inherited  a  rich  legacy 
of  crude  oil  and  market  diversification 
from  his  predecessors.  It  remains  for 
him  to  make  more  money  in  refining 
and  marketing  to  make  up  for  the  in- 
evitable increase  in  crude  oil  costs; 
not  even  Exxon  is  immune  from  this. 

Exxon  has  yet  to  demonstrate  the 
kind  of  head  start  in  refining  and 
marketing  that  it  enjoys  in  crude.  The 
corporation  netted  $1.53  billion  last 
year;  not  much  of  it  came  from  mar- 
keting, in  which  Exxon  has  invested 
millions.  Exxon's  network  of  gas  sta- 
tions is  big  and  geared  to  volume;  it  is 
a  long  way  from  being  geared  to  prof- 
itability. "It  is  the  curse  of  the  margin- 
al barrel,"  says  Clifton  C.  Garvin  Jr., 
Exxon's  51-year-old  president.  He  re- 
fers, of  course,  to  that  extra  barrel 
of  crude  that  the  well  produces  but 
the  market  won't  easily  absorb.  At  its 
peak  in  1967  Exxon  had  32,000  sta- 
tions in  the  U.S.  and  38,500  in  Eu- 
rope. This  was  easily  the  biggest  net- 
work in  the  world;  by  comparison  Mo- 
bil, as  one  example,  had  25,631  and 


7,723.  But  nearly  one  half  of  Exxon's 
stations  in  the  U.S.  move  30,000  gal- 
lons or  less  a  month.  That  is  only 
about  a  third  of  the  average  inde- 
pendent's volume.  Garvin  and  Jamie- 
son  have  already  closed  about  5,000 
of  their  stations  since  1970  and  more 
are  to  go. 

Oof  of  Step? 

"In  sales,  we  are  probably  not  going 
to  grow  as  fast  as  the  rest  of  the  in- 
dustry," says  Garvin. 

That  is  an  extremely  significant 
statement.  A  few  years  ago,  no  Exxon 
spokesman  would  have  made  it.  But 
the  meaning  is  clear:  In  an  era  when 
crude  oil  is  no  longer  cheap,  every 
stage  in  the  petroleum  cycle  must  pro- 
duce a  profit  for  the  capital  invested 
in  it.  For  its  part,  Garvin  is  saying, 
Exxon  will  concentrate  on  finding  prof- 
itable markets  for  its  crude,  on  keep- 
ing costs  low  and  on  letting  someone 
else  worry  about  market  share. 

All  this  means  that  the  marketing 
department  is  no  longer  an  orphan 
at  Exxon.  It  also  means  that  the  gaso- 
line station  of  the  future  will  bear  lit- 
tle resemblance  to  the  gasoline  station 


of  the  past.  Previously  Exxon  had  ex- 
perimented with  self-service  stations 
in  Sweden,  but  not  in  the  U.S.  Some 
of  the  independent  refiners  in  the 
U.S.,  however,  did  bring  them  in,  and 
they  are  successful.  "No  one  in  this 
country  would  believe  that  an  Amer- 
ican woman  would  get  out  and  put 
gasoline  in  her  own  car,"  says  Robert 
H.  Milbrath,  Exxon's  48-year-old  mar- 
keting vice  president.  "The  indepen- 
dents have  proved  them  wrong."  So, 
Exxon  and  other  major  oil  companies 
did  not  adopt  self-service  and  other 
marketing  innovations  quickly  enough. 
The  independents  took  their  markets 
and  the  majors  are  playing  catch-up. 

In  Canada,  Exxon  began  trying  out 
so-called  car-care  centers  nine  years 
ago.  These  are  large  (eight  or  ten 
bays)  service  stations  with  a  com- 
plete range  of  car  services— from 
wheel-balancing  to  engine  tune-ups 
—available  at  each  bay.  The  experi- 
ment was  not  entirely  successful  in 
Canada,  but  only  because  Exxon  built 
too  many  car-care  centers  in  a  given 
area  and  oversaturated  the  market. 
The  idea  itself  proved  viable  if  carried 
out  on  a  more  modest  scale,  and  Ex- 


It  Isn't  in  the  Cards 


Exxon  may  have  lots  of  oil  and  gas 
around  the  world,  but  the  U.S.  as  a 
whole  is  running  out.  Current  domes- 
tic reserves  will  last  only  about  ten 
years.  New  reserves  are  harder  and 
harder  to  find.  Nuclear  power  still 
has  a  future,  but  a  longer  range  one 
than  expected.  Shale  oil,  still  years 
from  economic  viability,  could  get. 
hung  up  on  an  unexpected  obstacle: 
lack  of  adequate  water  supplies  in 
the  Western  shale  lands. 

So  it  is  understandable  that  more 
and  more  attention  is  being  focused 
on  the  dream  of  converting  the  U.S.' 
400-year  supply  of  coal  into  synthetic- 
crude  oil  and  natural  gas.  "Coal  con- 
version, along  with  oil  shale,  is  the 
salvation  of  our  balance  of  payments 
and  energy  crisis,"  declares  Hollis  M. 
Dole,  outgoing  Assistant  Interior  Sec- 
retary for  Mineral  Resources  and  en- 
ergy expert  of  the  highest  credentials. 

"Gasification  of  coal  is  the  nation's 
most  rewarding— and  secure— means  of 
substantially  supplementing  its  supply 
of  natural  gas,"  says  the  National  Coal 
Association. 

So  why— if  this  solution  to  our  en- 
ergy crisis  is  so  obvious  to  the  ex- 
perts—didn't President  Nixon  propose 
a  crash  program  for  coal  conversion  in 
his  recent  energy  message  to  Congress? 
Why,  in  the  face  of  a  national  crisis, 
is  the  Government  spending  only  $50 
million    a    year    on    coal    conversion 


while  it  pours  billions  into  a  single 
military  airplane? 

Because  most  of  what  you've  been 
hearing  about  coal  conversion  is  a  lot 
longer  on  appealing  rhetoric  than  it 
is  on  cold,  hard  facts.  That  was  clear 
some  weeks  ago  when  the  National 
Petroleum  Council,  an  organization 
made  up  of  the  major  oil  companies, 
unveiled  its  two-year  study  of  the  na- 
tion's energy  requirements  through 
1985.  The  study  was  headed  up  by 
John  McLean,  board  chairman  of 
Continental  Oil,  whose  Consolidation 
Coal  subsidiary  is  the  nation's  big- 
gest coal  producer.  The  NPC  study 
was  a  letdown  to  coal's  True  Believers. 

In  a  nutshell,  the  study  indicated 
this:  At  the  present  rate  of  U.S.  re- 
sources development,  we  will  need  to 
import  16.4  million  barrels  per  day 
of  crude  by  1980,  and  19.2  million 
barrels  per  day  by  1985.  That  com- 
pares with  5  million  barrels  per  day 
last  year.  Yet  an  all-out  effort  to  make 
crude  oil  from  coal  would  yield  onlv 
100,000  barrels  per  day  bv  1980,  onlv 
700,000  barrels  per  day  by  1985.  A 
mere  drop  in  the  bucket. 

Coal  gasification  holds  out  some- 
what better  possibilites— but  not  that 
much  better.  The  Lurgi  process  for 
producing  low-BTU  synthetic  gas  has 
been  in  use  (in  Europe)  since  the 
Germans  invented  it  during  World 
War  II.   Trouble  is,   U.S.   coals   tend 


to  cake  in  the  Lurgi  process  and, 
besides,  higher  BTU  gas  is  what  we 
need  most. 

With  refinements  to  the  Lurgi  pro- 
cess, the  projections  look  like  this:  If 
the  U.S.  mounts  an  emergency  pro- 
gram to  develop  all  its  conventional 
and  synthetic  energy  sources,  we 
could  just  about  double  our  gas  sup- 
ply to  41.6  trillion  cubic  feet  a  year 
by  1980.  But  only  2.5  trillion  cubic- 
feet  of  that  would  come  from  coal 
gasification— roughly  one-twentieth  of 
the  total  supply  and  just  over  a  tenth 
of  the  increase.  Again,  a  drop  in  the 
bucket. 

And  what  would  it  cost  to  produce 
such  meager  relief?  A  single  gasifica- 
tion plant,  capable  of  producing  250 
billion  cubic  feet  per  year,  would  run 
about  $250  million  to  $300  million. 
A  sizable  liquefaction  plant,  one  that 
could  turn  out  150,000  barrels  per 
day  of  synthetic  crude,  would  cost 
over  $1  billion.  To  make  a  real  dent 
in  our  energy  needs  by  1985,  we 
would  need  two  or  three  dozen  gasifi- 
cation plants  and  50  to  75  liquefaction 
plants.  That  on  top  of  the  $1  billion 
to  $2  billion  minimum  for  further  re- 
search and  pilot  plants. 

So,  for  as  far  as  the  eye  can  see— if 
not  as  far  as  the  mind  can  stretch— it's 
going  to  be  oil,  oil,  oil,  with  all  its 
implications  for  national  security  and 
for  the  balance  of  payments. 
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Not  just  another  hotel  in  San  Francisco. 
But  a  Knott  Hotel. 


Our  hotels  are  a  friendly,  personable  environ 
ment  of  "guest  awareness"— we  cater  to 
you.  Gracious  suites,  spacious  rooms  and 
special  executive  services.  Plus  fine  restau- 
rants, bars  and  entertainment  you'll  really 
like.  After  all,  Knott  Hotels  have  practiced 
the  art  of  innkeeping  since  1889.  Try  us. 

SAN  FRANCISCO 
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THE  KNOTT  HOTELS: 
CHICAGO,  Opening  August,  1973 
NEW  YORK/ SAN  FRANCISCO 
TORONTO,  CANADA /LONDON, ENGLAND 
BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 


For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 
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1972 

*1.12* 

♦Earnings  (loss)  per  share  before  extraordinary  and  discontinued  items 

What  a  difference 

a  year  makes. 
Write  for  a  copy  of 

our  just-printed 

annual  report. 


Shelter  Resources  Corporation 

The  Leader  Building 

Cleveland,  Ohio  44114 


xon  is  expanding  these  centers  care- 
fully into  the  U.S. 

Exxon  is  also  moving  into  private- 
brand  gasoline  in  the  U.S.  Already  It 
has  13  stations  offering  Alert  gaso- 
line at  a  price  about  four  cents  a 
gallon  lower  than  the  Exxon  regular 
gasoline  which  is  sold  through  its 
traditional  stations. 

,  The  name  of  this  particular  game 
is,  of  course,  balance,  and  Exxon  has 
it  in  spades.  Price  controls  in  the 
U.S.?  Exxon  has  only  30%  of  its  sales 
in  the  U.S.  A  recession  in  Europe? 
Europe  accounts  for  only  38%  of  Ex- 
xon's worldwide  sales. 

Trouble  with  the  Arabs?  Exxon  at 
least  has  big  supplies  elsewhere;  18% 
of  its  crude  comes  from  the  U.S., 
24%  from  South  America,  4%  from 
Canada. 

No  other  oil  company  can  match 
this  balance.  No  matter  where  the 
profits  are  going  to  be  in  oil,  Exxon 
is  going  to  have  a  big  piece  of  the 
action. 

Exxon's  recent  numbers  reflect 
these  strengths.  Like  all  big  indus- 
trial companies,  Exxon  has  had  to 
shovel  out  billions  to  stay  in  business. 
Unlike  many  others,  however,  Exxon 
has  been  able  to  get  a  good  return  on 
the  reinvested  billions. 

Operation  Plowback 

Since  the  end  of  1966,  Exxon  has 
plowed  back  almost  $2.3  billion  of 
profits  into  the  business.  Over  the 
same  period,  its  earnings  increased  by 
$440  million.  If  you  express  the  prof- 
it growth  as  a  percentage  of  reinvest- 
ed profits,  you  find  that  Exxon  has 
earned  a  return  of  19%  on  its  plowed- 
back  profits.  Contrast  this  with  the 
many  big  corporations  that  spent  bil- 
lions and  achieved  only  tiny  earnings 
growth  or  none  at  all.  Exxon  has 
spent  its  billions  wisely  and  well. 

With  this  kind  of  profitability  and 
with  a  depreciation  flow  of  more  than 
$1  billion  a  year,  Exxon  is  managing 
something  few  other  companies  can. 
It  is  paying  liberal  dividends  (the 
payout  last  year  was  about  55%)  and 
yet  pays  for  most  of  its  growth  out 
of  internal  resources.  In  the  past  five 
years  capital  spending  has  totaled 
more  than  $9  billion,  and  yet  Exxon's 
funded  debt  has  increased  by  only  a 
little  over  $1  billion.  With  total  fund 
ed  debt  of  only  $2.7  billion  in  to- 
tal capital  of  about  $14  billion,  Exxon 
i  remarkably  neat  balance  sheet. 
It  will  have  no  trouble  handling  any- 
thing the  future  throws  at  the  oil 
industry. 

In  a  period  when  bigness  and  good 
management  haven't  always  gone  to- 
gether, Exxon  is  prool  thai  in  a  busi- 
ness where  you  have  to  be  big,  size 
can  still  be  managed  efficiently.  ■ 
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When  you 
think  safety, 

think 
Crouse-Hinds, 


Everybody  thinks  safety  these  days— consumers,  industrialists,  unions 
and  investors.  They  think  safety  because  new  federal  regulations  gov- 
erning industrial  safety  are  more  stringent  than  ever.  This  calls  for  a 
bigger  than  ever  investment  in  safety  systems  and  equipment  — the 
kind  Crouse-Hinds  makes.  Crouse-Hinds  is  a  worldwide  producer 
and  distributor  of  electrical  equipment  for  hazardous  and  adverse 
environments,  outdoor  and  airport  lighting,  and  traffic  control  sys- 
tems. For  marketing  data  on  Crouse-Hinds'  growing  share  of  this 
growing  market,  write  to  the  Marketing  Director,  Crouse-Hinds, 
Syracuse,  N.  Y.  1 320 1 .  You'll  discover  why  more  and  more  people 
who  think  safety,  think  Crouse-Hinds. 


CROUSE-HINDS 


Hot 
stuff 


1  "-*^. !         ^^. 


Look  into  today's  most 
advanced  high  tempera- 
ture furnaces  for  metal  and 
glass  making  and  you'll 
probably  find  the  special 
formula  refractory  linings 
made  by  our  subsidiary, 
Chas. Taylor  Sons  Co. 
They're  the  leading 
producer  of  mullite  and 
zircon  refractories  in  the 
U.S.,  serving  the  glass, 
ceramic,  chemical,  steel, 
aluminum  and  other 
metallurgical  industries. 

Thisisjustoneof  the 
many  ways  in  which  our 
worldwide  operations 
meet  the  needs  of  modern 
industry,  supplying  a 
wide  variety  of  fabricated 
products,  metals,  chemi- 
cals and  services.  Want  to 
know  more  about  us? 
Send  for  your  copy  of 
our  latest  Annual  Report. 
Write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 


INDUSTRIES 


The  Road  Back 


It  has  been  rough  for  Babcock  &  Wilcox, 
and  the  problems  aren't  over  yet. 


When  George  G.  Zipf  became  presi- 
dent of  New  York's  Babcock  &  Wil- 
cox Co.,  he  was  handed  a  mess.  He 
has  spent  four-plus  years  straightening 
it  out.  As  chief  executive  of  one  of 
the  two  largest  manufacturers  of 
steam  boilers  and  associated  equip- 
ment, Zipf's  principal  job  has  been  to 
rebuild  the  company  after  one  of  the 
classic  disasters  in  U.S.  corporate  his- 
tory. Ford's  monumental  goof  with 
the  Edsel,  or  even  Lockheed's  with  the 
Electra,  may  have  cost  more  money, 
but  both  companies  emerged  with 
their  reputations  intact.  Babcock  & 
Wilcox,  however,  suffered  graver 
damage— damage  to  a  reputation  for 
reliability  and  product  integrity  that 
it  had  carefully  built  up  for  the  bet- 
ter part  of  a  century. 

The  problem,  of  course,  was  B&W's 
widely  publicized  inability  to  deliver 
on  schedule  about  $60  million  worth 
of  nuclear  power  plant  pressure  vessels 
it  had  contracted  to  build  in  the  mid- 
Sixties.  B&W  had  built  a  new  $25-mil- 
lion  plant  near  Mt.  Vernon,  Ind.  But 
when  the  plant  got  into  production, 
using  a  new  technology  and  an  un- 
trained work  force,  everything  worked 
at  cross  purposes.  By  late  1968  and 
early  1969,  B&W  was  forced  to  admit 
that  it  could  not  possibly  meet  the 
delivery  schedules  for  any  of  the  32 
orders  it  carried  on  its  books.  On  some 
orders,  it  had  fallen  as  much  as  17 
months  behind;  on  some,  it  had  lost 
so  much  ground  it  could  not  even  be- 
gin to  guess  when  it  would  finally 
catch  up.  In  three  years  of  trying, 
B&W  was  able  to  complete  only  three 
vessels.  Zipf  took  over  as  chief  ex- 
ecutive officer  at  the  height  of  the 
crisis.  Says  he,  somewhat  uncomfort- 
ably: "We  overestimated  the  resili- 
ence of  the  organization  to  attack 
new  problems." 

General  Electric  and  Westinghouse 
had  21  vessels  on  order  between  them. 
Westinghouse  turned  over  some  five 
partially  completed  units  to  B&W's 
major  competitor,  Combustion  Engi- 
neering, for  completion.  Still  other 
customers  turned  to  Chicago  Bridge 
&  Iron  and  to  Dutch,  French  and 
Japanese  manufacturers  to  help  com- 
plete the  work. 

In  1969  B&W  failed,  quite  under- 
standably, to  book  a  single  new  order. 


What  was  more  alarming,  its  bread- 
and-butter  steam  boiler  business  began 
to  suffer  as  well.  Here  too,  there  were 
delays  and  many  of  B&W's  customers 
vowed  they  would  never  buy  from  it 
again.  At  the  same  time,  as  B&W's 
nuclear  losses  mounted,  its  profits 
dwindled  from  1967's  record  $33  mil- 
lion to  less  than  $6  million  in  1969. 

Reputation!  Reputation! 

On  the  surface  of  things  B&W  has 
clearly  recovered  a  good  deal  of  the 
lost  ground.  The  losses  at  Mt.  Ver- 
non have  been  staunched,  the  pro- 
duction problems  solved  and  nine 
pressure  vessels  have  moved  out  of  the 
plant.  In  1970  and  1971  B&W  picked 
up  two  nuclear  pressure  vessel  orders, 
in  1972  six  more;  and  at  the  same 
time,  its  traditional  boiler  customers 
began  to  drift  back  as  well.  By  1972 
B&W's  share  of  the  conventional  boiler 
market,  which  dropped  as  low  as  25% 
in  1971,  was  back  at  a  more  normal 
40%  (vs.  40%  for  Combustion  Engi- 
neering). By  1972  B&W's  earnings  had 
recovered  close  to  their  1968  level  of 
around  $25  million,  and  1973  promises 
additional  gains.  Bolstered  by  rising 
profits  from  B&W's  nuclear  submarine 
business,  for  the  first  time  in  history 
B&W's  nuclear  division  broke  into  the 
black  in  1972. 

For  all  its  gains,  Zipf  is  well  aware 
that  B&W  is  just  coming  out  of  the 
woods.  "The  record  shows  we  are 
moving  in  the  right  direction,"  he 
says.  "With  some  confidence  the  ba- 
sic ingredients  are  now  under  con- 
trol, we  can  consider  new  business 
areas  and  a  broadening  of  the  mar- 
ket for  steam  generating  equipment." 

Despite  a  respectable  backlog  of 
$2.5  billion,  it  has  lost  considerable 
ground  in  profitability.  Return  on 
equity  last  year  was  only  about  7.5% 
as  against  the  nearly  16%  for  rival 
Combustion  Engineering. 

And  the  reliability  problems  re- 
main. Last  spring  parts  of  B&W's  first 
large  nuclear  power  unit  were  dam- 
aged in  the  course  of  testing,  and  the 
plant  lias  yet  to  go  into  Operation. 
Yet  despite  that,  new  orders  alone  al- 
most doubled  last  year  to  $1.5  billion. 

Problems,  it  seems,  leave  an  odor 
as  persistent  as  does  the  sweet  smell 
of  success.  ■ 
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The  Numbers  Game 


The  Fine  Print 
at  Ampex 


A  businessman  friend  of  ours  who  can't  seem  to  resist 
dabbling  in  speculative  stocks  stopped  by  tbe  office  the 
other  day  to  tell  us  about  his  latest  fling  in  the  market. 
"Can't  miss,"  he  assured  us. 

Another  lunch  with  that  broker  of  his,  we  thought.  We 
didn't  suppose  he  had  bothered  to  take  a  look  at  this 
company's  accounting?  "Oh,  they're  not  cooking  the  books 
—not  with  a  guy  like  this  on  their  board!"  our  friend  re- 
plied, pointing  out  the  name  of  a  well-known  chief  execu- 
tive of  a  conservative  blue-chip  company. 

Evidently  he  hadn't  heard  what  had  happened  at  Am- 
pex last  year,  we  observed.  "Oh,  Ampex,"  sneered  our 
friend.  "That's  ancient  history." 

Rummaging  through  our  filing  cabinets,  we  found  Am- 
pex' annual  report  for  the  fiscal  year  ended  in  April  1972 
and  shoved  it  across  the  desk.  Take  a  look  at  that  board, 
we  replied.  See  the  name  William  Blackie?  Until  about 
mid- 1972  he  was  chairman  and  chief  executive  of  Cater- 
pillar Tractor  and  an  accountant  by  training  to  boot.  He 
joined  the  Ampex  board  in  1969. 

An  honorable  man  from  an  honorable  company,  we 
pointed  out,  and  yet  no  protection  against  one  of  the 
clear-cut  corporate  disasters  of  recent  times.  When  Blackie 
joined  the  board,  the  stock  was  in  the  mid-40s;  it  is  now 
bumping  around  6.  Stockholders'  equity  has  shrunk  from 
around  $145  million  to  $45  million  or  so  in  1972. 

We  went  on  to  say  that  we  weren't  knocking  Bill 
Blackie.  The  mess  wasn't  his  fault.  But  his  name  didn't 
turn  out  to  be  much  protection  for  the  investor.  Neither 
did  that  of  the  prestigious  auditing  firm,  Touche  Ross  &  Co. 

We  showed  our  friend  Touche  Ross's  letter  in  the  1972 
annual  report.  It  was  a  long  letter  as  these  things  go.  What 
it  did  was  to  withdraw  its  certification  of  the  previous 
year's  annual  report.  And  it  refused  to  certify  1972  results, 
except  in  combination  with  restated  19¥1  results. 

Touche  Ross,  in  effect,  had  to  admit  that  it  had  put 
its  seal  to  obviously  inadequate  financial  reporting  for  fis- 
cal 1971.  In  commenting  on  Ampex'  horrendous  fiscal 
1972  loss— nearly  $90  million— Touche  Ross  confessed,  in 
effect,  that  well  .  .  .  er— maybe  all  that  money  wasn't  lost 
in  that  year.  Maybe  some  of  it  had  been  lost  in  1971. 

"Okay,"  retorted  our  friend,  "but  could  you  have  recog- 
nized it  at  the  time?"  We  went  straight  back  to  the  filing 
cabinet  after  our  ungrateful  friend  had  departed.  Were 
there  any  signs  in  the  fiscal  1971  Ampex  annual  report 
that  would  have  warned  us  of  impending  disaster?  That 
things  were  far  worse  than  the  report  showed? 

First  stop,  the  footnotes.  Well,  Ampex  had  made  an 
accounting  change  all  right.  But  not  the  type  we  would 
have  expected.  Instead  of  deferring  certain  engineering 
costs,  they  were  now  expensing  them  against  current  in- 
come. This  was  a  conservative  change;  it  had  worsened 
the  1971  loss  by  $2.7  million.  Retroactively,  the  change 
also  lowered  previously  reported  1970  earnings  by  about 
$1  million,  and  1969  retained  earnings  by  another  $1.7 
million.  If  anything,  we  might  have  found  such  a  change 
encouraging,  we  thought. 

Then,  in  the  president's  letter,  there  was  the  revelation 
that  Arnpex  had  been  capitalizing  a  small  portion  of  its 
research  and  development,  instead  of  expensing  it  all  as 
everyone  had  assumed.  But  now  they  were  expensing  it 
all.  Another  switch  to  more  conservative  accounting. 


For  the  life  of  us,  we  couldn't  find  a  single  red-flag 
warning  signal  in  the  1971  report  that  things  were  about 
to  get  much,  much  worse  for  Ampex.  Sure,  there  was  a 
deficit,  $12  million,  as  against  1970  earnings  of  $11.3 
million.  But  the  worst  was  over,  according  to  the  presi- 
dent's letter  and  the  typically  optimistic  forecasts  in  the 
divisional  commentaries.  Fiscal  1972  would  be  a  profit- 
able year  for  Ampex,  predicted  then-chief  executive  Wil- 
liam E.  Roberts.  "Our  product  lines  have  never  been  in  a 
stronger  competitive  position,"  he  wrote. 

Okay,  we  said  to  ourselves,  now  let's  see  what  Touche 
Ross  made  Ampex  reveal  when  1971  results  were  re- 
stated in  the  fiscal  1972  report.  Aha!  The  report  still 
showed  a  loss  of  $12  million  for  1971,  but  this  time  ex- 
penses were  more  explicit.  Three  reserves,  totaling  $14.7 
million,  had  been  buried  under  operating  expenses  and 
selling  and  administrative  expenses  in  the  previous  go- 
round— undoubtedly  on  the  theory  that  each  one,  in  it- 
self, was  "not  material." 

Aha!  Now  we  had  it.  Knowledge  of  these  reserves 
certainly  would  have  been  a  "material"  clue  to  the  in- 
vestor. That  is,  if  they  had  been  reported  at  the  time, 
not  just  retroactively.  But  Touche  Ross  had  failed  to  insist 
on  their  inclusion.  The  reserves  would  have  told  stock- 
holders that  Ampex  management  thought  it  would  prob- 


1  operating « 
^"S**  administrative  ex 
toteresuxpena* 

Costs  and  expenses  (Note  1): 

Cost  of  sales  and  operating  expenses  (Note  3) 243,181 

Selling  and  administrative  expenses  (Note  3) 53,427 

Provision  for  royalty  guarantees  in  excess  of  unit  royalties 
payable,  including  in  1972  the  settlement  of  two  principal 
royalty  contracts  and  $6,650,000  for  estimated  future 
losses  (Note  2)  5-883 

Provision  for  uncollectible  accounts  (Note  4) 4,295 

Provision  for  cost  of  discontinuance  and  disposal 

of  divisions  and  product  lines  (Note  3) 4.550 

Interest  expense 13,409 


Before  And  Alter.  Hidden  in  the  original  1971  Ampex 

annual  report  (above)  were  three  key  reserves 

later  broken  out  in  restated  1971  figures  a  year  later. 

ably  lose  $4.6  million  eliminating  product  lines  and  selling 
off  divisions,  another  $4.3  million  in  "doubtful"  accounts, 
merchandise  returns  and  marketing  allowances,  and  an- 
other $5.9  million  in  royalty  payments  to  record  compa- 
nies that  might  not  be  covered  by  apparently  disappoint- 
ing revenue  from  Ampex'  stereo-tape  sales. 

We  asked  ourselves:  Are  we  just  splitting  hairs?  We 
pondered  a  minute,  and  decided  we  weren't.  Touche 
Ross,  we  thought,  should  have  forced  the  company  to 
break  out  these  reserves.  Had  this  happened,  Touche  Ross 
would  have  had  two  choices:  1)  to  give  a  clean  opinion, 
implicitly  endorsing  the  adequacy  of  the  reserves,  or  2)  to 
give  a  qualified  opinion,  raising  questions  about  those 
reserves.  We  wondered  if  Touche  Ross  had  asked  it- 
self such  questions  as:  Would  Ampex  be  able  to  sell 
enough  stereo  tapes  to  meet  its  royalty  payments  to  rec- 
ord companies?  How  long  did  tapes  of  popular  tunes  hold 
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their  value?  How  soon  would  Ampex  be  able  to  find  a 
buyer  for  the  losing  businesses?  As  tilings  turned  out,  the 
reserves  were  grossly  inadequate  (tape  inventory  over  a 
year  old  was  written  oil  completely  in  1972),  but  Touche 
Ross  had  avoided  having  to  make  a  judgment  in  1971. 

Psychologically  speaking,  the  way  the  1971  report  was 
handled,  the  loss  was  reassuring,  rather  than  threatening. 
It  looked  as  it  Ampex  had  realh  bitten  the  bullet.  Maybe 
it  was  even  playing  at  the  "big  bath"  game.  (The  big 
hath  is  when  management  writes  oft  everything  it  can  in 
one  brutal  year,  virtually  assuring  itself  of  a  turnaround 
the  following  year.)   In  fact,  the  real  bath  was  yet  to  come. 

Were  we  being  too  hard  on  the  auditors?  We  asked 
John  Shank,  a  highK  regarded  professor  of  accounting  at 
the  Harvard  business  School. 

\  far  as  I'm  concerned,"  Shank  told  us,  "the  original 
1971  Ampex  annual  report  is  probably  as  gross  a  miscar- 
riage of  auditing  procedure  as  you'll  ever  find.  Granted, 
the  amount  in  the  reserves  wasn't  very  large,  but  they 
presented  important  warning  signals.  At  the  least,  the 
auditors  should  have  qualified  their  opinion  with  a  phrase 
like  'subject  to  the  adequacy  of  the  reserves.'  "  This,  in 
Shanks  view,  would  have  made  it  clear  that  the  audi- 
tors couldn't  evaluate  whether  the  reserves  were  adequate. 
That  would  have  been  a  red  flag.  Shank  continued:  "Spe- 
eifieally,  what  I  think  Touche  Ross  failed  to  do  here  was 
recognize  that  the  situation  was  getting  a  lot  more  risky, 
and  that  they  had  to  do  a  lot  more  investigating  than 
usual.  I  mean  things  just  don't  go  to  hell  this  quickly— 
there  had  to  have  been  a  lot  of  signs  floating  around  if 
the  auditors  had  bothered  to  check." 

How  about  Touche  Ross?  What  did  it  have  to  say  for 
itself  at  this  point?  At  length,  we  located  a  Minneapolis- 
based  Touche  Ross  senior  partner  named  E.  Palmer  Tang, 
the  man  who  conducted  the  1972  Ampex  audit.  "I  take 
issue  with  your  statement  that  the  reserves  were  inade- 
quate in  1971,"  Tang  insisted.  The  reason  why  those  same 
reserves  had  to  be  increased  by  almost  $47  million  in 
1972,  he  explained,  was  that  Ampex'  stereo-tape  business 
fell  out  of  bed,  and  Ampex  elected  to  clean  up  all  its 
royalty  payments  with  one  of  the  record  companies.  "The 
company  we're  auditing  sets  the  policies,  and  we  look  at 
them  to  see  if  they're  reasonable  or  not,"  he  argued.  "You 
look  at  the  historical  data,  and  you  try  to  keep  up  with 


the  economic  changes  in  the  industry,  and  for  that  matter 
in  the  whole  economy." 

Well,  we  thought,  what  else  could  Tang  say?  After  all, 
Touche  Ross  was  being  sued  because  of  its  1971  Ampex 
audit  in  a  number  of  class  actions— along  with  Ampex  of- 
ficers, ex-officers  and  directors. 

But  one  thing  still  bothered  us:  Bill  Blackie  of  Cater- 
pillar. An  accountant  by  training,  he  has  long  preached 
conservative  accounting.  We  reached  him  at  home  in 
Peoria,  111.  "I  believe  in  it  more  conservatively  than  ever 
now,"  Blackie  replied  in  his  Scotch  burr.  Why  didn't  he 
resign  from  the  Ampex  board  when  he  saw  what  was  go- 
ing on,  we  asked?  "I  think  that  outside  directors  become 
most  valuable  when  a  company  gets  into  trouble,"  said 
Blackie.  "That's  not  the  time  to  quit.  But,  you  know,  it 
would  be  indiscreet  for  me  to  talk  further  on  this  topic." 

We  could  certainly  appreciate  Blackie's  reluctance  to 
talk.  Just  like  the  auditors,  Blackie  and  the  other  outside 
directors  were  strangers  to  the  record  business.  They,  too, 
had  relied  on  management's  judgment— until  it  was  too 
late.  A  few  months  after  the  1971  annual  report  came  out, 
however,  they  realized  that  something  was  wrong.  Act- 
ing quickly,  they  realigned  top  management.  Gone  were 
President  William  E.  Roberts  and  Executive  Vice  Presi- 
dent John  P.  Buchan,  along  with  over  40%  of  top  manage- 
ment. They  also  called  back  Touche  Ross  for  an  intensive 
investigation,  which  led  to  the  sharply  qualified  1972 
Touche  Ross  opinion. 

Judgment,  we  said  to  ourselves  as  we  put  down  the 
telephone.  Management's  judgment.  Outside  directors  sel- 
dom have  the  time  to  become  sufficiently  familiar  with  op- 
erations to  second-guess  management.  And,  given  today's 
accounting  procedures,  there  seems  to  be  little  motivation 
for  auditors  to  give  qualified  opinions.  "Subject  to"  clauses 
in  auditors'  letters  are  now  so  infrequent  that  they  cause 
quite  a  stir  when  they  do  appear.  If  the  auditors  force 
management  to  present  an  unduly  pessimistic  picture  and 
results  later  improve,  they  risk  losing  a  client.  But  isn't 
that  a  risk  they  are  paid  to  take? 

As  usual  it  is  the  shareholder— the  man  with  the  least 
information  with  which  to  appraise  management's  judg- 
ment—who really  suffers. 

Is  it  any  wonder  individual  investors  are  shunning  the 
stock  market  these  days?   ■ 
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Second  Thoughts.  In  1972  Touche  Ross  withdrew  Us  letter  (top)  certifying  Ampex'  1971  statements. 
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Extra  care  in  engineering ...  it  makes  a  difference. 

Good  service  is  greet,  but 
less  service  is  better. 


Here's  how  Chrysler  Corporation 
is  trying  to  give  you  both. 


Like  every  other  carmaker,  we've  developed 
programs  designed  to  try  to  assure  your 
satisfaction  on  those  occasions  when  you  need 
service.  And  we're  trying  our  hardest 
to  make  them  work. 

But  we  think  you'll  be  even  happier  if  you  need 
less  service  in  the  first  place. 

Here  are  7  ways  we've  eliminated  or  decreased 
the  need  for  service  on  all  1973  Chrysler 
Corporation  cars  built  in  this  country. 


Progress  report... 

INo  points  or  condenser  lo  replace.  Chrysler 
•  Corporation's  Electronic  Ignition  eliminates  the 
distributor  points  and  condenser. . .  the  major  cause  of 
ignition  tune-ups.  One  major  competitor  recommends 
points  be  replaced  every  12,000  miles  (or  12  months). 

2     No  distributor  timing  adjustments.  Chrysler's 
•  Electronic  Ignition  eliminates  periodic  timing 
adjustments  due  to  wearing  and  replacement  of  the 
points.  With  Chrysler's  Electronic  Ignition  there  are  no 
points  to  wear  or  replace.  Most  major  competitors 
recommend  timing  adjustments  every  12,000  miles  (or 
12  months).  Chrysler  recommends  only  a  timing  check 
at  these  intervals. 


3    Fewer  spark  plug  replacements.  Chrysler 
•  recommends  spark  plug  replacement  every  18,000 
miles  under  normal  driving  conditions  and  using 
leaded  gasolines.  One  major  competitive  manufacturer 
recommends  spark  plug  replacement  every  6,000  miles 
under  the  same  conditions,  the  other,  every  12,000  miles. 

4     Virtually  no  voltage  regulator  replacement. 
•  Chrysler  Corporation's  solid  state  voltage 
regulator,  with  no  moving  parts,  is  standard  equipment 
on  all  its  cars  built  in  this  country.  It  helps  give  you 
longer  battery  life  and  it  has  reduced  customer-paid 
replacement  of  voltage  regulators  by  more  lhan  90%. 

5     No  normal  transmission  service.  Under  normal 
•  driving  conditions,  Chrysler's  TorqueFlite 

automatic  transmission  never  requires  a  fluid  or  filter 
change,  or  a  band  adjustment.  One  of  the  major 
competitors  recommends  fluid  and  filter  replacement 
at  24,000  miles.  Another  competitor  recommends  a 
band  adjustment  at  12,000  miles(or  12  months). 

6     Fewer  front  end  lubes.  Chrysler's  front  suspension 
.  requires  lubrication  at  36,000  miles  (or  36 
months).  One  major  competitor  recommends  a  front 
suspension  lubrication  every  6,000  miles  (or  4  months). 

7    Fewer  air  cleaner  replacements.  Millions  of  test 
•  miles  prove  that  Chrysler's  air  cleaner  filter  element 
can  last  24. (KM)  miles  between  changes  under  normal 
driving  conditions  One  of  the  major  competitors 
recommends  a  tiller  change  every  12.000  miles. 


See  how  extra  care  in  engineering  makes  a  difference  by  reducing 
maintenance  requirements  in  Dodge,  Chrysler  and  Plymouth  cars. 


Dodge 


CHRYSLER 

CORPORATION 


DODGE  •  CHRYSLER  •  PLYMOUTH  •  DODGE  TRUCKS 


The  Money  Men 


Fighting  the  Tape 


On  the  very  tip  of  Manhattan, 
on  the  40th  Hoor  of  one  of  the 
tallest  buildings  there,  sits  a 
group  of  very  patient  money 
managers.  They  have  to  be 
patient,  because  they  won't 
have  IBM,  Xerox,  Polaroid, 
Avon— or  any  of  the  recog- 
nized major  growth  compa- 
nies that  have  been  produc- 
ing the  gains  for  most  money 
managers. 

Life  has  not  been  particu- 
larly encouraging  on  the  40th 
floor  for  the  last  couple  of 
years.  But  this  handful  of 
men,  known  as  Ruane,  Cun- 
niff  &  Stires,  Inc.,  keeps  send- 
ing out  reassuring  letters  to 
their  investment  advisory  cli- 
ents and  their  Sequoia  Fund 
shareholders.  Patience  will  be 
rewarded,  they  say.  The  mar- 
ket will  recognize  these  val- 
ues, and  the  market  will 
reward. 

There  is  an  old  saying  on 

Wall  Street:  Don't  fight  the 

tape.  It  means  that  the  stock 

market   is   smarter  than   you 

are.  It  means  that  if  a  stock 

is  going  up,  you  don't  short  it  just  because  you  think  it  is 

overpriced.  And  you  don't  buy  a  stock  that  is  going  down 

just  because  you  think  it  is  cheap. 

You  go  with  the  tape,  not  against  it. 

William  Ruane,  the  firm's  chairman,  laughs  at  this  bit 
of  wisdom.  In  fact,  he  says,  he  rarely  looks  at  the  tape. 
He's  only  interested  in  balance  sheets  and  profit-and-loss 
statements.  It  has  paid  off  well  for  him  in  the  past. 

Who  is  this  stubborn  tape-fighter?  Ruane,  47,  graduated 
From  the  University  of  Minnesota  in  electrical  engineering, 
went  on  to  Harvard  Business  School  and  got  to  Wall 
Street  via  Kidder,  Peabody,  where  he  worked  for  17  years. 
In  1969  he  teamed  up  with  two  other  Harvard  graduates, 
Richard  Cunniff  and  Sidney  Stires.  Their  firm  is  relatively 
small.  It  manages  only  about  $50  million,  but  it  has  an 
exceptional  reputation  for  fiscal  and  intellectual  honesty. 

Bill  Ruane  is  a  man  who  discovered  Walt  Disney  in 
1965  and  Capital  Cities  Broadcasting  in  1961,  when  they 
hadn't  really  been  discovered.  He  is  also  the  man  who  sold 
them  too  soon.  Missed  the  biggest  part  of  the  big  move. 

Ruane  and  company  don't  have  anything  against  growth 
stocks  per  se,  and  th<  y  will  point  to  their  portfolios, 
but  there  is  a  basic  prejudice  pervading  the  place  against 
high  prices,  or,  rather,  high  price/ earnings  multiples.  Just 
let  the  market  turn  one  of  then  stocks  with  a  P/E  of  seven 
or  eight  into  one  with  a  P/E  of  14  or  16  and  they  would 
probably  get  right  out. 

Forbes  went  to  visit  Ruane.  We  felt  a  man  who  could 

sell  Disney  when  it  was  in  the  20s  [it  was  recently  96ft), 

and  without  too  many  regrets  at  "V^t.   needed  a  chance 

to  give  his  side. 

"In  this  business  you  have  the  inno.  the  imitators 


Ruane  of  Ruane, 
Cunniff  &  Stires 


and  the  swarming  incompetents,"  he  explained.  We  set- 
tled down,  hoping  that  he  would  want  to  name  names. 
He  named  a  few. 

"T.  Rowe  Price,  and  perhaps  Morgan  Guaranty,  were 
the  innovators  in  this  latest  high-quality  growth  field.  They 
did  it  when  it  made  sense.  They  probably  weren't  paying 
ridiculous  prices  at  all. 

"Then  came  the  imitators,  which  may  include  all  sorts  of 
money  managers.  Now  you  probably  have  every  country 
bank  buying  nothing  but  Xerox  and  IBM.  This  is  the  game. 
It  has  worked  now  for  two  straight  years.  These  are  great 
companies.  It  is  just  a  question  of  whether  they  are  worth 
what  they  are  selling  for." 

What  was  his  approach  to  it  all?  It  was  obvious  he 
didn't  feel  he  was  an  innovator,  an  imitator  or  a  swarming 
incompetent. 

Ruane  is  a  bargain  hunter.  Straight  out  of  old  Ben 
Graham,  who  is  to  security  analysis  what  Adam  Smith  was 
to  economics.  Ruane  is  looking  for  the  good  value,  whether 
in  large  companies  or  small.  But  so  what?  We  are  all  in- 
terested in  good  values.  Every  money  manager  Forbes  has 
ever  met  believed  he  was  living  by  the  fundamentals.  So 
what's  Ruane  pushing? 

Well,  he  says,  this  whole  performance  bit  is  for  the  birds. 
"Performance  has  led  money  managers  to  do  things  they 
don't  believe  in.  I  know  a  guy  running  a  couple  hundred 
million  dollars  in  pension  fund  money  for  some  big  compa- 
nies. He  is  one  of  20  managers,  and  every  week  his  per- 
formance is  checked  and  compared  with  the  other  19  guys. 
He  knows  if  he  owns  Avon,  Xerox,  Polaroid,  Disney,  you 
name  them,  the  likelihood  is  that  he  will  do  just  about  as 
well  as  the  next  fellow.  He  admits  he  makes  those  decisions 
not  because  he  thinks  the  stocks  are  attractive, 
but  because  he  knows  it  is  a  pretty  safe  thing  to  do.  Price 
is  not  a  major  factor.  If  he  owns  something  really  out  of 
favor,  even  though  it  is  cheap,  and  it  doesn't  do  well, 
then  he's  in  trouble. 

"When  I  first  came  into  this  business  back  in  1949,  the 
banks  were  dominating  the  market  then,  just  as  today.  They 
did  the  safe  thing  then,  they  bought  blue-chip  stocks.  They 
couldn't  be  criticized  for  companies  like  Jersey,  Gen- 
eral Motors  and  du  Pont.  Growth  was  not  an  element  then; 
it  was  strength  and  size  and  liquidity."  Today  the  words 
are  different  but  it's  still  the  same  tunc.  The  tune  is 
called:  If-you-make-the-same-mistake-the-other-guys-make- 
no-one-will-blame-you-for-it. 

Ruane  doesn't  really  trust  these  highfliers  because  he 
doesn't  believe  in  the  predictability  of  future  earnings.  He 
would  rather  buy  at  prices  that  in  liis  opinion  "seem  to 
offer  a  more  modest  appraisal  of  what  may  or  may  not 
happen  in  the  future." 

Instead,  Huane  approaches  an  investment  the  way  he 
would  approach  a  business.  He  thinks  most  modern  inoncv 
managers  are  playing  with  pieces  of  paper.  Long-run, 
Huane  thinks  his  way  is  the  best  way.  It  may  not  make  you 
rich  last,  but  it  won't  break  you  cither. 

"Most  fortunes,"  Ruane  says,  "have  been  made  by  pco 
pie  who  went  into  business,  not  by  speculators,  and  I 
think  the  extent  to  which  you  can  develop  that  philosophy 
it  is  more  rewarding.  How  many  speculators  do  you  know 
that  have  become  rich?  Then  start  thinking  about  the 
wealthiest  people  you  can.  They  have  always  been  made 
by  investing  in  a  business  and  sticking  with  it. 

"What  we  do  basically  is  go  into  a  good  business,  hope 
fully  at  what  we  think  is  a  bargain  price— and  live  with  il 
until  we  think  it  is  no  longer  a  bargain." 

Try  us.  Show  us  one  of  your  bargains. 
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Hatch  a  plant  in 
Two  Egg 
Florida 


There  are  many  places  in  north  Florida  which  have  the  resources 
to  make  your  new  plant  a  successful  venture. 
Little  communities  like  Two  Egg  or  large  cities  like  Jacksonville, 
Pensacola  or  Panama  City;  with  deep  draft  ports  on  both  coasts  as 
well  as  strategically  located  airports,  rail  arteries  and  major  high- 
ways to  carry  your  product  to  the  market  place. 
Florida's  fine  year-round  climate  insures  a  high  productivity  from 
labor  and  Florida's  fine  system  of  institutions  of  higher  learning 
and  vocational  and  training  schools  provide  a  continuing  training 
ground  for  skilled  workers. 
If  you  can't  "hatch"  your  plant  in  Two  Egg 
—then  look  all  of  north  Florida  over. 
It  has  many  advantages  for 
your  new  or  expanding 
business. 


For  the  FLORIDA  FACT  FILE  write: 
GOVERNOR  REUBIN  O'D.  ASKEW 
FLORIDA.DEPARTMENT  OF  COMMERCE 
COLLINS  BUILDING,  ROOM    4712 
TALLAHASSEE.  FLORIDA  32304 


FLOIHIIil 

COMPATIBILITY  BETWEEN  THE  ENVIRONMENT  AND  THE  ECONOMY 


Facts  for  your  portfolio  on 


FERRO 


Ferro  Achieves 

Record  1972 
Sales  and  Profits 


•  Ferro  Corporation  consolidated  sales  during  1972 
were  22%  higher  than  1971. 

•  Net  income  for  1972  increased  57%  over  1971. 

•  Ferro's  earnings  per  share  in  1972  were  44% 
higher  than  1971. 

Twelve  Months 
CONSOLIDATED  RESULTS       Ended  Dec.  31 
(Thousands  of  dollars)  1972  1971 

•  Net  Sales $204,841         $167,500 

•  Income  Before  Taxes  .  .  22,017  14,298 

•  Income  Taxes 9,605  6,400 

•  Net  Income 12,412  7,898 

•  Earnings  per  share 
based  on  average 

shares  outstanding.  .  .  .  $3.14  $2.18 

•  Average  shares 

outstanding 3,952,389        3,622,537 

•  Ferro  has  had  an  average  annual  compounded 
growth  rate  of  11.3%  in  sales  and  14.4%  in 
earnings  over  the  past  ten  years. 

•  Ferro  is  a  multinational  producer  of  specialty 
materials  for  the  plastics  and  ceramics  industries. 

Write  for  a  copy  of  our  latest  financial  report: 
Dept.F-0401,  One  Erieview  Plaza,  Cleveland,  Ohio. 


® 
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The  Money  Men 


"We  have  a  company  called  EL- 
TRA,  a  very  sound  value.  It  is  selling 
at  book  value,  at  about  $31 
a  share,  and  will  probably  earn  about 
$4  this  year.  It  is  run  by  a  man, 
Gurdon  Wattles,  whose  family  owns 
1  million  shares.  He  just  started  buy- 
ing businesses  on  a  basis  that  made 
sense  to  him,  and  it  gradually  became 
a  big  company,  a  very  good  company. 
For  the  last  nine  years  earnings  have 
compounded  at  15%  a  year.  It  will 
make  about  $30  million  this  year  after 
taxes  and  has  no  debt.  It  has  a  history 
of  making  intelligent  acquisitions.  I 
trust  this  man  to  do  intelligent  things. 

"I'm  just  blueskying  it,  but  I  don't 
think  it  is  unreasonable  to  think  EL- 
TRA  could  earn  $4.50  in  its  next  fiscal 
year.  Suddenly  someone  discovers  this 
company  has  grown  at  15%  for  11  or 
12  years  and  says,  sure,  they've  had 
minor  dips,  but  ten  times  earnings- 
let's  buy  it." 

It  is  all  reasonable,  Ruane  thinks, 
and  over  history  the  market  has  been 
reasonable.  But  is  history  still  valid? 
Hasn't  the  marketplace  changed? 
Haven't  the  fundamentals  changed? 

"I  would  rather  go  on  the  premise 
that  what  has  repeatedly  happened 
will  happen  again  rather  than  we 
have  a  whole  new  ballgame.  Most  ex- 
cesses are  built  on  the  theory  that  it  is 
a  new  ballgame  and  forget  the  past. 
You  can  be  right  on  your  vision  of  the 
future,  but  you  pay  a  totally  ridicu- 
lous price  for  it. 

"Buying  a  good  growth  stock  at 
reasonable  prices  will  always  be  a 
great  way  to  make  money.  But  this 
opportunity  has  not  been  available 
the  last  year  or  so  because  most  every- 
one has  been  doting  on  the  recog- 
nized growth  stocks  and  priced  them 
excessively. 

"The  average  P/E  ratio  of  the  com- 
panies in  our  fund  is  now  probably 
around  eight. 

"We  have  ( General  Tire  selling  about 
seven  times  earnings.  There  is  McDon- 
ough  Co.,  selling  at  18,  and  it  should 
earn  $2.40  this  year.  Management 
owns  half  the  stock.  McDonough  is 
another    smart    old    guy    like    Wattles 

They  are  moneymakers.  They  don't  do 

stupid  things. 

"We  have  a  big  position  in  Ininonl, 
which  is  selling  lor  eight  times  earn- 
ings. It  sells  around  $8  a  sliaie.  will 
earn  maybe  $1.30,  has  a  book  value 
of  about   $12.   This   is   the   largest    ink 

company  In  the  world. 

"Look  at  Weis  Markets.  This  is  one 
of   the    finest    companies    in    the   conn 

try.  The  supermarket  industry  in  gen- 
eral eaiiied   a   little  over    If  on   sales 
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before  taxes  in  1972.  Weis  earned  ap- 
proximately 8%  pretax.  This  company 
has  no  peer  in  the  field.  Even  during 
this  A&P  thing,  their  earnings  held 
up  like  a  rock. 

"We  have  found  that  we  have  con- 
sistently made  money  simply  by  look- 
ing for  decent  companies  that  were 
under  a  cloud. 

"Look  at  Interpublic,  the  biggest  ad 
agency  in  the  world  with  the  largest 
network  of  offices  outside  the  coun- 
try. The  world  is  just  learning  to  ad- 
vertise. If  that  isn't  a  growth  possi- 
bility .  .  .  and  they  are  selling  at  20% 
and  reported  $2.38  a  share  last  year. 
It  could  be  $2.80  or  $3  this  year. 
Look  at  Grey  Advertising.  Most  busi- 
nesses in  this  country  make  a  10.5% 
return  on  capital  and  they  earn  17%. 
Their  earnings  went  up  50%  last  year; 
the  stock  is  $13.25  bid;  they  could 
possibly  earn  $2.20.  This  is  a  good 
business,  run  by  hardworking,  ag- 
gressive, smart  people. 

"There  is  a  complete  disdain  today 
for  any  company  that  has  ever  had  a 
down  year.  I  have  always  had  a  the- 
ory that  IBM,  Polaroid  and  Xerox 
should  never  have  gone  public  be- 
cause most  people  make  terrible  mis- 
takes trying  to  find  another  one. 
Those  companies  have  been  such  dra- 
matic successes,  it  would  have  been 
better  had  they  not  been  such  lures." 

Okay,  we  said,  but  Ruane's  stocks 
are  bargains  and  values  until  someone 
else  buys  them.  How  long  can  you 
afford  to  hang  on  to  these  bargains 
without  rewards?  ' 

"My  hunch  now  is  that  we  are  go- 
ing to  have  some  good  years.  We  are 
now  at  a  point  where  we  are  dealing 
again  from  a  very  attractive  base. 
I  can  only  say  that  the  last  time  I 
bought  a  large  number  of  stocks  of 
well-run  companies  at  six  and  seven 
times  earnings,  subsequently  the  cli- 
ents did  very  well. 

"The  big  difference  between  now 
and  whe"n  we  made  a  lot  of  money 
starting  "back  in  the  mid-Fifties  is  the 
interest  rates.  When  I  came  to  Wall 
Street,  you  could  buy  stocks  at  these 
low  P/Es  and  the  alternative  was  to 
get  2%  on  a  bond  or  1%  on  a  long- 
term  investment.  Now  you  can  get  8.5% 
on  these  long-term  bonds.  Stocks  used 
to  yield  twice  as  much  as  bonds,  and 
now  the  reverse  is  true.  But  now  the 
P/Es  are  so  low  they  are  starting  to 
reflect  the  changes,  and  stocks  as  a 
group  are  becoming  fairly  logically 
priced." 

The  tape,  Bill  Ruane  is  saying, 
should  soon  be  going  his  way  again, 
not  against  him.   ■ 
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There's  a  healthy,  questioning  curiosity 
about  the  people  in  the  midwest  that  leads 
them  ever  into  new  fields  of  research  and 
knowledge.  The  universities  in  the  area, 
combined  with  the  industrial  research  fa- 
cilities, provide  a  significant  base  for  re- 
search oriented  activities.  The  staffs  of  the 
various  academic  institutions— from  St. 
Louis  University  (oldest  west  of  the  Mis- 
sissippi) to  Washington  University  to  the 
University  of  Missouri  to  Southern  Illinois 
University— feature  many  internationally 
known  scientists.  A  number  of  renowned 
research  teams  at  these  institutions  have 
made  important  advances  in  many  fields 
including  medicine,  chemistry,  and  phys- 
ics .. .  and  they're  equipped  to  investigate 
your  particular  problems  as  well. 

Do  these  human  resources  sound  like 
what  your  company  needs  at  its  future 
plant  site,  office  location,  or  research 
center?  Then  Union  Electric  will  gladly 
acquaint  you  with  potential  sites  within  the 
19,000  square  miles  we  serve  in  Missouri, 
' "inois,  and  Iowa.  Our  business-engineer- 


ing experts  will  help  you  study  the  unique 
features  of  this  region— transportation, 
water,  resources,  labor  supply  and  skills, 
taxes,  economic  and  community  factors. 
You'll  find  out  what  thousands  of  curious 
midwestern  minds  have  meant  to  the 
growth  of  companies  already  in  the  area 
—and  what  they  could  mean  to  you. 

Please  send  me  the  report:  "Investment  in  Human  Capital— A 
Look  at  Education  tn  St   Louis." 


Cty 


Zip 


Mail  to:   Mr.  A    G    Baebler.  Area  Development,  Union  Electric, 
P.O.  Box  87,  St   Louis,  Mo  63166 
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•  How  to  buy  low  and  sell  high 

If  at  age  30  you  were  to  invest  $20,000  and  get  a 
return  of  15%  compounded  annua'ly, 
at  age  60  you  could  be  a  millionaire! 

(Assuming  all  dividends  and  capital  gains  were  reinvested 
and  other  monies  used  to  pay  any  income  taxes,  your 
$20,000  investment  30  years  later  would  be  worth 
$1.324234.) 

In  this  original  and  stimulating  new  guide,  two  experienced 
investment  counselors  offer  specific  advice  on  how  to  pinpoint 
stocks  of  well-established  companies  that  pay  generous 
dividends  while  they  also  offer  superior  growth  potential. 

HOW  TO  SELECT  UNDERVALUED  STOCKS 

by  ROBERT  ft.  PEISNER,  author  of  How  to  Select  Rapid  Growth  Stocks 
andOARRYLPEISNER 

•    Gives  you  the  tools  to  help  you  become  a  consistently  successful 
investor,  by  selecting  stocks  that,  astutely  chosen,  should  achieve  at 
least  a  15  percent  annual  compounded-growth  rate,  if  not  20  percent 
or  more. 
•   Helps  you  to  understand  your  own  emotions  about  investing  and  to 
interpret  the  current  mood  of  the  market. 
•    Explains  how  the  Federal  Reserve  Board's  actions  profoundly  influence 
the  stock  market  and  offers  five  guidelines  to  help  you  recognize  changes 
in  "the  Fed's"  policy. 

Describes  the  eight  vital  characteristics  of  an  undervalued  stock  and  shows 
how  to  put  the  Profit-Estimate  Sheet  to  work. 
Illustrated  with  charts  and  diagrams/Glossary  of  the  language  of  investing/Index 
$7.95  Available  at  bookstores  or  use  this  coupon  to  order 

I  Dept.  F,   E.P.  Dutton,  201  Park  Avenue  South,  New  York,  N.Y.  10003 

I  Please  send  me copy(ies)  of  HOW  TO  SELECT  UNDERVALUED 

STOCK  at  $7.95  each.  Add  40c  for  postage  and  handling.  N.Y.  State 

residents  please  add  applicable  sales  tax.  Amount  enclosed 

Name Address 

City 


dutton 


.State. 


_ZIP_ 
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Association  with  the 
Whitney  Harris 
Financial  Opportunities 
Group  entitles  you  to: 

■  Borrow  up  to  $10,000 
within  24  hours 

■  Discreet  and 
confidential 
handling 

■  Flexible  repayment 
schedules  and 

full  prepayment 
privileges. 

Transactions  are  by  personal 
mail  and  nationwide. 

For  particulars  write: 

Mr.  G.  W.  Murphy 
7000  First  Security  Building 
Salt  Lake  City,  Utah  84111 
or  call  toll  free:   800-453-9100 


Whilney 

Harris 

financial 

Opportunities 

Group 

Established  and 
capitalized  by 

m 

International  Telephone 
and  Telegraph  Corporation 


KILL  LAKE  WEEDS 


New  Aquacide  pellets 
destroy  unwanted 
underwater  weeds. 
Easy  to  use.  Lasts  for 
months.  Spread  like 
grass  seed,  and  special 
2-4D  concentrate  kills 
weeds  at  any  depth. 
Used  and  tested  by 
many  state  conserva- 
tion   departments. 


10  lb.  Can,    (Treats  4,000  sq.  ft. 

of    lake    bottom     ($15.95    plus    $2 
for    postage.     (50    lb.    carton,    $55 
plus   S4.95  shipping) 
Or  write  for  free  information  to: 

AQUACIDE  CO. 

308  Prince  St.,  Dept.  4L,   St.  Paul,  Minn.  55101 


Before 

After 

hL 

if* 

Baltimore,  Maryland  21203 

The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  sixty 
cents  a  share,  payable  April 
30,  1973,  to  stockholders 
of  record,  March  16,  1973. 

WILLIAM  F.  SPLIEDT 
Secretary  and  Treasurer 

February  28,  1973 


Zigging  and  Zagging 


A&P's  WEO  caught  the  supermarket  industry  napping. 

But  not  Chicago's  Jewel  Cos. 
it  was  already  done  playing  that  game. 


Football  players  call  it  broken- 
field  running.  Mass  merchandisers 
know  it  as  one  of  the  oldest  gimmicks 
in  the  book.  In  both  cases  the  idea 
is  the  same:  Zig  while  the  other  fel- 
lows zag.  Easy  to  understand,  diffi- 
cult to  execute.  Zig  too  soon,  zag  too 
late,  do  too  much  of  either  and  you 
get  clobbered  badly.  But  run  per- 
fectly and  you're  a  hero. 

Chicago's  Jewel  Cos.,  Inc.,  the  U.S.' 
fifth-largest  supermarket  chain,  has 
been  zigging  where  the  others  have 
zagged.  Last  year,  when  other  major 
chains  fine-tuned  their  discount  pol- 
icies to  match  A&P's  cut-price  WEO 
(Where  Economy  Originates)  cam- 
paign, Jewel  did  just  the  opposite.  In- 
stead of  cutting  prices  in  its  high- 
volume  stores  that  competed  directly 
against  A&P,  it  restored  one  of  the 
frills  that  disappeared  when  super- 
market discounting  heated  up  in  the 
Sixties:  extended  shopping  hours,  typ- 
ically 8  a.m.  to  midnight.  It  also  add- 
ed a  new  frill  at  some  locations:  bus 
transportation  for  elderly  patrons. 
"And  we  didn't  advertise  that  we  had 
the  lowest  prices  in  town,"  snaps  Jew- 
el's 47-year-old  Chairman  Donald  L. 
Perkins,  "because  that  would  have 
been  dishonest." 

To  be  even  more  precise,  Jewel 
plays  both  ends  of  the  supermarket 
pricing  game.  A  small  number  of  the 
9,000  items  carried  in  its  big  stores, 
such  as  canned  and  packaged  goods, 
are  sold  at  discount  prices.  The  rest 
generally,  at  times  ranging  all  the 
way  from  bread  to  sausage,  are  sold 
at  normal  or  higher-than-normal 
prices.  In  1965  Jewel  told  the  Na- 
tional Commission  on  Food  Market- 
ing that  27%  of  the  company's  food 
store  volume,  or  616  items,  fell  within 
discount-type  gross  margins.  Today, 
it  will  only  admit  that  that  percent- 
age is  "somewhat  lower."  On  the  oth- 
er hand,  A&P  claims  it  discounts  sev- 
eral thousand  items. 

Although  Perkins'  methods  may 
seem  contrary  to  the  popular  trend, 
no  one  can  fault  his  results.  For  the 
past  nine  years  Jewel's  profits  have 
climbed  steadily,  increasing  9%  in 
1972  on  sales  that  just  topped  $2  bil- 
lion. In  fact,  Jewel's  return  on  sales, 
at  1.5%,  is  only  somewhat  behind  that 


of  Winn-Dixie,  the  most  profitable  of 
the  big  chains,  and  far  exceeds  that  of 
such  big  operators  as  Kroger  and 
Food  Fair. 

Gef  There  First 

How  can  Jewel  sell  many  of  its 
food  items  at  high er-than -discount 
prices  and  still  line  up  supposedly 
price-conscious  consumers  at  its  cash 
registers?  Part  of  the  answer  is  image: 
Jewel  manages  to  look  like  a  discount- 
er without  really  being  one.  Two  days 
after  President  Nixon  froze  prices  in 
the  summer  of  1971,  Jewel  announced 
its  own  Phase  1  program.  Accompa- 
nied by  heavy  promotion,  the  compa- 
ny rolled  back  its  prices  to  lower  than 
pre-freeze  levels  and  did  not  increase 
them  until  months  after  the  90-day 
freeze  ended.  The  price  cuts  were 
only  token,  but  the  publicity  value 
was  enormous.  "We  felt  people  de- 
manded a  lid  on  prices,  and  their  re- 
sponse shows  we  were  right." 

Essentially,  Jewel  doesn't  consider 
itself  a  supermarket  operator,  but  a 
retailer  or  "location  developer"  as  Per- 
kins likes  to  put  it.  In  the  Sixties 
Jewel  spread  into  hard  goods  and 
fashion  (Turn*Style  Family  Centers), 
drugs  (Osco  Drug  Stores)  and  later 
snack-type  restaurants  (Brigham's). 
Now  many  of  the  company's  Jewel, 
Eisner,  Star  and  Buttrey  supermar- 
kets, which  still  account  for  73%  of 
sales,  are  located  next  to  or  in  the 
same  building  as  one  of  Jewel's  other 
retailing  operations.  In  fact,  Jewel  has 
crammed  a  variety  of  retailing  opera- 
tions into  one  oversized  store  in  West- 
mont,  111.,  known  as  Jewel  Village. 

"Early  in  the  game  our  arithmetic 
told  us  that  by  putting  these  opera- 
tions together  in  one  location,  two 
plus  two  could  equal  five,"  explains 
Perkins.  Translation:  Traffic  from  the 
drugstore  would  naturally  funnel  into 
the  supermarket,  or  vice  versa.  How 
good  was  Perkins'  arithmetic?  Answer: 
too  conservative,  at  least  by  the  com- 
pany's own  estimate!. 

Late  last  year  Jewel  compared  its 
store  volume  with  the  estimated  week- 
ly volume  of  competing  A&P  stores  in 
Boston,   Chicago   and   three   smaller 

Midwest  cities.  All  the  Jewel  stores 
were  teamed   up  with   an   Osco  or  a 
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Turn*Style  unit,  or  both.  A&P  has  no 
similar  operations.  In  all  cities,  Jewel's 
per-store  volume  outstripped  A&P's 
by  almost  3-to-l.  In  Chicago  Jewel's 
weekly  volume  was  $76,800,  148% 
higher  than  A&P's  $31,000.  And  only 
about  two-fifths  of  the  difference  is 
attributable  to  the  larger  average  size 
of  Jewel's  stores. 

Now  Perkins  is  testing  Jewel's  op- 
erating philosophy  in  a  city  where  a 
competitor  has  failed.  In  1971  he 
picked  up  leases  for  five  Kroger  stores 
in  Milwaukee,  and  since  then  has 
poured  another  $3.5  million  into  re- 
modeling. Though  these  stores  are  still 
losing  money,  Perkins  expects  the 
gamble  to  pay  off  handsomely  some 
day.  "Milwaukee  is  only  92  miles  from 
downtown  Chicago,"  he  says.  "Some- 
day the  two  cities  will  be  part  of  a 
big  megalopolis.  Now  is  the  time  to 
get  in  on  the  ground  floor." 

Lone  Hand 

Zigging  and  zagging  ahead  of  the 
competition  is  something  Jewel  has 
been  doing  for  many  years.  In  the 
Sixties  it  ventured  abroad  and  ac- 
quired interests  in  stores  in  Belgium 
and  Mexico.  These  operations  ac- 
counted for  13%  of  the  company's 
1972  income— and  will  account  for 
still  more  with  the  devalued  dollar. 
So  far,  only  Safeway,  among  the  big 
food  chains,  has  followed  Jewel's  lead 
and  ventured  abroad. 

Jewel  has  also  carried  the  concept 
of  self-supply  much  further  than  oth- 
er major  chains.  It  not  only  bakes  its 
own  bread;  it  makes  its  own  potato 
chips,  ice  cream,  sausages,  carbonated 
beverages,  paper  bags  and  even  does 
its  own  photo-finishing.  Altogether, 
these  operations  add  up  to  a  $160- 
million  business. 

Despite  the  strong  push  for  new 
ventures,  Jewel  has  not  discarded  its 
original  business:  home  grocery  ser- 
vice routes.  Selling  nonperishable  gro- 
cery items  and  general  merchandise 
ordered  from  Jewel's  catalog,  the 
routes  grossed  $82  million  last  year. 
Though  the  home  delivery  business  is 
not  expanding,  Perkins  may  have  a 
good  reaspn  for  holding  onto  it:  Re- 
tailing concepts  of  the  past  have  a 
habit  of  returning  to  vogue. 

A  few  months  ago  Perkins  bought 
Republic  Lumber  Co.,  an  operator 
of  three  home  improvement  retail  cen- 
ters in  Chicago.  He  is  also  thinking 
about  starting  a  general  merchandise 
discount  catalog  business.  He  reasons 
that  by  putting  these  new  outlets  to- 
gether with  what  the  company  al- 
ready runs,  he  could  then  have  a 
complete  one-stop  shopping  location. 
Says  Perkins:  "I've  always  felt  that 
the  general  store  was  both  a  thing  of 
the  past  and  of  the  future."  ■ 


A  Glass  Company 
that  increased  sales 
by  18%  and  earnings  by 
V7WA  in  12  months 
can  see  into 
the  future. 
ASGisThe  Glass 
Company 


ASG,  the  big  little  glass  company  nestled  in 
the  hills  of  Kingsport,  Tennessee,  set  an 
all-time  high  for  sales  and  earnings 
during  1972. 

Net  sales  in  the  period  ending  December 
31 , 1 972  totaled  $60.7  million.  An  1 8.3% 
increase  over  1971. 

Net  earnings  were  $3.46  million,  or  47.5% 
above  1 971 .  Earnings  per  common  and 
common  equivalent  share  were  $1 .1 1 
comparing  favorably  to  $.76  per  share 
in  1971. 

And,  the  future  is  crystal  clear,  indeed. 
With  plants  in  Okmulgee,  Okla.,  Jeannette, 
Pa.,  Greenland  and  Kingsport,  Tenn.,  ASG 
manufactures  everything  from  insulating 
glass  to  reflective  glass  and  safety  glass,  to 
the  glass  door  panels  for  micro-wave  ovens. 
ASG  even  has  some  glass  sitting  on  the 
moon.  And,  those  are  jutt  a  few  of  the 
reasons  why  ASG  is  the  most  diversified  flat 
glass  manufacturer  in  the  United  States. 

ASG  is  also  the  only  manufacturer  of  flat 
prismatic  glass  used  by  the  lighting  industry, 
and  a  major  supplier  of  clear  and  tinted  glass 
for  the  construction  industry. 

Expanding  into  new  markets,  developing 
better  products,  packaging  and  delivery 
systems  to  serve  established  markets. 

Today,  more  than  ever,  ASG  jsThe  Glass 
Company. 


ASG  Industries  Ina 

The  Glass  Company 

P.O.  Box  929.  Kingsport.  Tennessee  37662 
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Even  when 
your  filing  cabinet 

is  full, 
it's  half  empty 

We  don't  want  to  upset  you,  but  do  you 
realize  every  day  trusted  employees  in  your 
office  are  filing  blank  pieces  of  paper? 

No,  they're  not  doing  this  to  ruin  you. 
They  are  innocent  victims  of  the  system. 

The  system  that  says  you  copy  on  one 
side  of  a  sheet  of  paper  and  then  go  on  to  a 
second  sheet. 

It's  archaic.  That's  why  Xerox  created 
the  4000  copier. 

The  only  copier  in  the  world  that  can 
copy  on  both  sides  of  the  same  sheet  of 
paper,  automatically. 


XEROX®  and  4000  are  trademarks  of  XEROX  CORPORATION. 


So  you  can  put  twice  the  information  in 
the  same  amount  of  space. 

If  you're  the  type  that  sees  a  pro  and  con 
to  every  side  now,  thanks  to  us,  you  can 
copy  your  pro  and  con  on  every  side. 


■. . . . 


Xerox.  The  duplicating,  computer 
systems,  education,  telecommunications, 
micrographics,  copier  company 

And  to  think  you  knew  us  when. 

XEROX 


The 

Economics 
of 
Womanpower 

Wall  Street  take  note.- 

The  hand  that  rocks  the  cradle 

can  also  cradle  a  stock. 

Women  have  had  money  for  a  long 
time;  that's  not  new.  The  news  today 
is  not  in  such  numbers  as  the  salaries 
working  women  bring  home— $116 
billion.  Nor  the  amount  of  insurance 
proceeds  they  receive— $5  billion  in 
death  benefits  last  year.  Neither  is 
it  the  amount  of  stock  registered  in 
their  names— $172  billion  worth— nor 
the  estimated  $10  billion  in  mutual 
funds  they  own. 

What's  new  is  that  Women's  Lib  has 
come  to  money.  The  traditional  wom- 
an left  all  money  decisions  to  her 
husband  or  his  equivalent— the  family 
attorney,  her  father's  banker,  or  her 
brother-in-law,  the  CPA.  Now  affluent 
women  no  longer  see  themselves  as 
passive  pawns  of  their  male  betters. 
As  wives,  they  are  asserting  their 
right  to  have  a  say  in  major  family 
financial  decisions;  as  single  women, 
the)  are  using  investments  to  cushion 
their  lives  now  and  when  they  retire. 
Says  one  Wall  Streeter:  "I  predict  the 
1970s  will  become  the  decade  of  the 
woman  investor." 

Women  have  had  the  money  in 
their  hands.  Now  they  are  making  a 
fist.  Four  wives  in  ten  hold  down  jobs. 
The  remaining  60#  are  becoming  mil- 
itant about  the  value  of  their  home 
chores,  and  with  good  reason:  The 
Chase  Manhattan  Bank  figures  that  if 
women  were  paid  for  housework, 
they  would  earn  a  cool  $250  billion. 

Manifestations  of  the  new  attitude 
are  everywhere: 

•  Colleges  and  universities  in  al- 
most every  state  are  offering  adult 
education  courses  for  women  in  fi- 
nancial planning.  The  waiting  list 
at  Omaha's  Creighton  University 
stretches  all  the  way  around  the 
quad— 1,500  women. 

•  More  women  are  remaining  sin- 
gle. Only  80  out  of  every  1,000  wom- 
en aged  15  and  over  marry  today, 
vs.  90  two  decades  ago.  The  new  sin- 
gle woman  is  not  a  spinster  living  in 
somber  solitude.  "I  don't  intend  to 
have  any  lower  standard  of  living  on 
my  own  than  I  would  as  somebody's 
wile,"  asserts  Sandra  Carter,  a  Los 
Angeles  insurance  claims  adjuster 
who  signed  up  for  UCLA's  pioneer- 
ing investment  course  for  women. 


•  Divorces  have 
risen  85%  since 
1961.  Recently  di- 
vorced Carol  Es- 
cobar of  El  Se- 
gundo,  Calif,  says: 
"I'd  never  remar- 
ry unless  it  was  un- 
derstood we  were 
to  share  equally  in 
deciding  how  to 
spend  our  mon- 
ey." Carol  Cockrum  received  stock 
as  her  divorce  settlement,  and 
through  canny  trading  parlayed  the 
investments  into  a  luxurious  lifestyle 
on  Southern  California's  Palos  Verdes 
peninsula. 

•  Family  Circle  Magazine,  that 
voice  of  the  contented  homemaker, 
has  turned  up  widespread  evidence 
of  wifely  dissatisfaction  over  who  con- 
trols the  purse  strings.  "Even  the 
[most]  husband-oriented  wife  is  re- 
luctant to  allow  him  to  put  her  on  an 
allowance  and  dispose  of  what  is  left 
over  himself,"  reports  the  magazine. 

"Economic  independence  is  the 
crux  of  the  women's  movement,'  says 
Professor  Judith  Younger,  associate 
law  clean  of  Holstra  University. 

In  Miami,  Pat  Pinkerton,  an  editor 
and  mother  of  four,  says:  "I'd  never 
fight  my  way  into  a  men's  bar,  but 
I'm  starting  to  make  investments  on 
my  own  for  the  first  time.  Why  should 
women  only  bin  baubles?" 

"We've  always  shared  major  finan- 
cial decisions,"  says  34-year-old  so- 
ciologist   Lois    Cohen    of    Bethesda, 

Md.  about  her  scientist  husband. 
"The  difference  now  is  in  my  input: 
I'm  reading  more  business  publica- 
tions, learning  more,  playing  a  more 
active  part  in  choosing  stocks.  The 
final  decision  is  a  joint  one,  so  we 
share  the  blame— or  the  glory." 

"I  see  a  lot  of  women  who  used 
to  join  bridge  clubs  now  forming  in- 
vestment clubs,"  observes  Mis.  Cesare 
Cianturco,  wife  of  a  radiologist  in 
Champaign-Urbana,  III.  Among  an  in- 


creasing number 
of  all-women  in- 
vestment clubs  in 
Los  Angeles  is 
one  whose  socially 
prominent  mem- 
bers bring  the 
same  zest  to  build- 
ing a  growth  stock 
portfolio  as  they 
do  to  organizing 
charity  galas. 

"I  used  to  think 
it  wasn't  feminine 
to  make  money 
decisions,"  says 
Sandy  Gibson,  29, 
who,  with  her  husband,  is  an  execu- 
tive of  Atlantic  Records.  "But  since  I 
pay  all  the  bills,  I  know  how  much 
we  have  to  play  around  with.  I  make 
investment  suggestions,  and  John  asks 
if  we  can  afford  it." 

Los  Angeles'  Mary  McAleer  was 
upset  when  her  husband  came  home 
from  the  office  one  day  in  January 
1972  to  announce  he  had  just  bought 
a  few  hundred  shares  of  Sterling  Ho- 
mex.  "We  always  choose  stocks  to- 
gether. I  felt  we  didn't  know  any- 
thing about  this  company,  and  just 
because  our  broker  was  pushing  it 
was  no  reason  to  buy  it."  Homex  sub- 
sequently  went  broke.  Financial  acu- 
men obviously  has  no  gender. 

A  University  of  Oklahoma  study 
early    in     1970    matched    men    against 

women  in  managing  an  investment 
portfolio.  At  the  end  of  the1  experiment, 

~2'/i  of  the  women  had  done  better 
than  the  Dow  Jones  industrials:  only 
338    of    the    men    had    done   so.    Wrote 

the  author  ol  the  study  in  Psychology 
Today:  "It  is  possible  the  key  to  the 
female  subject's  success  was  her  con- 
servative investment  behavior.  Male 
subjects,  both  successful  and  unsuc- 
cessful, took  significant!)  greater  risks 

than  did  female  subjects." 

Brokers'  experience  backs  up  this 
finding.  Says  Marion  Bassett,  a  Con 

necticut-based    broker    who    has    han- 
dled  men's  accounts  as   well   as  vvoin 
en's:    "Men    are    more    inclined    to    go 

In.ivily  into  something  quite  nskv  ami 

often   lose   then    shirts.    Women  clients 

are  much  more  cautious."  ( )r  sensible? 
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How  to  tiptoe 
through  the  tundra 
hauling  25  tons. 

In  the  far  north,  or  wherever  people  have  special  trans- 
\       portation  problems,  Textron  s  Bell  Aerospace 
Division  has  a  new  solution— the 
Voyageur  air  cushion  vehicle,  that  moves 
over  land  and  over  water  on  a  soft-to-the- 
surf  ace  cushion  of  air. 

•  Bell  is  the  North  American 
leader  in  air  cushion  technology. 
And  Bell  Aerospace  Canada  has  worked 
closely  with  the  Canadian  Government  in  developing  these  heavy-haul  ACV's. 
To  carry  payloads  of  up  to  25  tons  over  the  Arctic  tundra  without  damaging 
the  delicate  permafrost. 

The  Voyageur  is  also  a  versatile  vehicle,  working  well  over  land  and 
ice  and  over  open  water,  where  it  achieves  cruising  speeds  of  up  to  50  knots. 

At  Textron,  versatility  is  an  important  concept— in  products  like  the 
Voyageur  and  in  our  basic  approach  to  doing  business.  Because  we  encourage 
each  of  our  more  than  30  Divisions  to  be  highly  versatile  in  taking 
advantage  of  the  opportunities  in  a  changing  world. 

And  although  Textron  assists  every  Division  in  forward  planning 
and  financing,  each  is  allowed  to  do  what  it  does  best  in  a  variety  of  areas— 
consumer,  aerospace,  industrial  and  metal  product.  We're  also  in  creative 
capital  investment  through  American  Research  and  Development. 

Textron. 

The  versatile  company. 


Textron.  Providence.  Rhode  Island  02903 


the 
revolutionary 
uvankel  engine 


Build  it  and  understand  it  today-drive  it  and  enjoy  it  tomorrow. 

When  Felix  Wankel  invented  his  funny  engine,  experts  "proved"  it  would 

never  run.  But  today,  it  powers  the  Mazda  (the  hottest  U.S.  import  car).  Looks  as  though 

Mr.  Wankel  is  getting  the  last  laugh  (and  pretty  fabulous  royalties!). 

What  makes  the  Wankel  so  truly  "revolutionary"  is  that  it  works  on  a  completely  different 

principle,  without  conventional  cylinders  and  pistons,  lifts  or  crankshafts.  It's  less 

than  half  the  size  and  weight  of  a  conventional  engine. 

Our  authentic  battery  operated  model  comes  in  kit  form,  and  you'll  have  the  thrill  of 

putting  it  together  from  easy-to-follow  instructions.  It's  complete  and  accurate  in  every 

detail.  Order  your  Wankel  kit  today  and  stay  in  tune  with  the  most  important 

automotive  event  in  decades. 

D  Please  send  me  the  1/5  SCALE  OPERATIONAL  WANKEL  ENGINE  KIT,  with  all  parts, 

heavy  plastic  housing  and  stand.  (Batteries  not  included.)  My  check  for  S9.00  (S7.50  plus 

$1.50  post.  &  insur.)  is  enclosed.  Calif,  deliveries  add  tax.  (Unassembled  kits  may 

be  returned  in  2  weeks  for  full  refund  if  you  are  not  completely  delighted.) 


Name. 


-Address. 
Zip_ 


584  Washington,  San  Francisco,  California  94111 


havenhills 


315 
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Announce  Expansion  of  Only  Bank  Plan  that 
Allows  Checks  and  Top  Interest  at  Same  Time 

New  Block  of  "U.S.A." 

Bank  Accounts 

To  Be  Opened  to  the  Public 


CHICAGO  (SP)  CITIZENS  BANK 
announces  release  to  the  public  of  a  new 
block  of  its  "United  Security  Accounts." 

These  are  the  only  bank  accounts  in 
the  United  States  that  pay  maximum 
savings  interest  on  money  that  would 
ordinarily  be  kept  earning  nothing  in  a 
checking  account  for  immediate  access. 
Accountholders  can  write  free  checks 
on  credit  against  the  entire  account  while 
interest  is  compounded  daily  on  the 
remaining  balance. 

The  bank  is  in  the  $225,000,000  class 
with   exceptional   reserves  and   F.D.I. C. 


insurance.  All  transactions  are  by  post- 
age-free mail. 

Although  "U.S.A."  accounts  are  held 
by  some  70,000  depositors  throughout 
the  U.S.,  new  accounts  have  only  been 
available  to  persons  recommended  by 
current  accountholders.  Now  the  bank 
says  it  will  release  a  block  of  new 
accounts  for  applicants  without  recom- 
mendation. 

During  this  limited  period,  anyone 
interested  is  invited  without  obligation 
to  send  for  a  free  booklet  describing  the 
advantages  of  these  accounts.  The  cou- 
pon below  should  be  sent  without  delay. 


—  —  —  ■■-  —  —  --—    FREE  BOOKLET  COUPON 

Howard  S.  Hadley,  U.S.A.  Director  x- \ 

Citizens  Bank  &  Trust  Co.  Dept.  F-26       C  fdTc  ) 
(Park  Ridge)  Chicago,  III.  60666  V^-5" 

Please  mail  my  Free  Booklet  with  full  information  on 
how  I  can  earn  interest  and  write  checks  at  the  same 
time  with  your  exclusive  United  Security  Account  plan. 


I  MUD  Mil  Kilt    AMMIM 


Name. 


Address. 
City 


.State. 


I. 
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-Zip. 


CITIZENS  BANK 
&  TRUST  CO. 


"I've  been  either  smarter  or  luckier 
than  my  husband,"  says  Florence 
Rowe,  a  broker's  wife  in  Dayton, 
Ohio.  "I'm  doing  10%  to  15%  better 
on  our  investments  since  I  started 
handling  them."  She  did  so  well  that 
she,  too,  became  a  broker. 

Far  from  being  pushovers,  women 
investors  will  be  a  lot  less  trusting  of 
brokers  than  men  are,  says  a  market- 
ing executive  of  a  major  wire  house. 
"Men  are  willing  to  give  an  order  for 
thousands  of  dollars  worth  of  stock 
over  the  phone  to  a  guy  they  never 
see,"  he  points  out.  "I  think  women 
will  want  to  face  their  broker  to  see  if 
he's  being  shifty-eyed  about  that  par- 
ticular recommendation."  That  means, 
he  thinks,  locating  more  brokers'  of- 
fices out  in  suburban  shopping  cen- 
ters for  those  women  who  will  con- 
tinue to  be  household  managers. 

Dr.  Jennifer  Macleod,  a  Princeton 
Junction,  N.J.  consultant  to  such  firms 
as  AT&T,  American  Express  and 
Hoffmann-La  Roche,  argues  that  wom- 
en's unfamiliarity  with  business  is  ac- 
tually an  asset. 

"Women  are  willing  to  admit  their 
ignorance  and  ask  questions  before 
plunging  in,"  says  Dr.  Macleod,  who 
is  also  a  psychologist.  "The  male  ster- 
eotype compels  a  man  to  pretend  he 
knows  it  all— even  if  it  results  in  in- 
vestment disaster." 

Predictable  Future 

Where  will  it  all  lead?  Those  will- 
ing to  speculate  do  so  on  the  basis 
of  what  woman  is  now,  not  what  she 
will  become. 

Take,  for  example,  the  kind  of  com- 
panies women  choose  to  invest  in. 
"Women  who  are  homemakers  and 
teachers  and  the  like  don't  perceive 
high  technology  as  being  sexy,"  points 
out  Linda  Fisher,  research  director  for 
Los  Angeles'  B.J.  Lemer  &  Co.  "They 
comprehend  things  they're  familiar 
with.  But  it's  high-technology  com- 
panies we  need  risk  capital  for." 

Says  Alan  Mooney,  of  Merrill 
Lynch,  Pierce,  Fenner  &  Smith's  New 
York  headquarters:  "We've  noticed 
that  many  women  investors  prefer 
safe,  long-term  investments  to  specula- 
tive, in-and-out  moves.  My  wife  and 
I  wanted  to  invest  to  finance  our 
kids'  college  education.  She  pushed 
for  bonds  maturing  when  our  kids  are 
that  age,  and  that's  what  we  bought." 

Wellesley  economics  professor 
Carolyn  Shaw  Bell  warns  against  a 
patronizing  approach  to  the  new  in 
vestor.  "Interest  in  financial  manage- 
ment isn't  a  sex-linked  characteristic," 
she  says  wryly.  "Women  need  reas 
surance— because  they've  been  brain 

washed  into  thinking  economics  is  a 
man's  field  and  that  they  can't  under- 
stand    such     important     things.     But 
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you  can  reassure  without  patronizing." 
Women's  increased  financial  pow- 
er may  turn  out  to  be  a  double-edged 
sword  for  the  insurance  industry.  On 
the  one  hand,  more  women  are  enter- 
ing the  labor  force— they  accounted 
for  two-thirds  of  the  employment  in- 
crease of  the  1960s— and  a  working 
woman  is  more  likely  to  be  insured. 
Wellesley's  Dr.  Bell  reports  that  40% 
of  the  highest  income  families  include 
a  working  wife,  compared  with  15% 
20  years  ago. 

But  Dr.  Bell  thinks  the  wife's  abil- 
ity to  earn  an  income  is  a  better  form 
of  insurance  than  anything  insurance 
companies  have  to  offer.  "Benefits 
from  insurance  are  less  than  the  wife 
can  earn,"  she  says.  "Two-thirds  of 
insured  husbands  carry  less  than 
$25,000.  Why  not  invest  the  premi- 
ums in  further  training  for  her,  even 
if  she's  temporarily  out  of  the  job 
market  having  babies?"  And,  once 
her  earning  potential  has  been  as- 
sured, premium  money  can  be  invest- 
ed instead. 

Men's  Intuition 

Advertising— that  cutting  edge  of 
free  enterprise— already  has  been  af- 
fected. Merrill  Lynch,  which  rarely 
misses  a  marketing  trick,  made  a  big 
splash  with  its  first  pitch.  When  the 
firm  ran  a  doubletruck  ad  in  key 
business  newspapers  last  January,  a 
pretty  young  blonde  was  among  the 
investors  pictured:  "My  goal  is  to  be 
financially  independent  as  a  single 
woman,"  she  announces.  "So  I'll  have 
to  find  some  way  to  keep  picking  the 
right  stocks." 

Admits  Alan  Mooney,  Merrill 
Lynch's  advertising  manager:  "We 
have  no  marketing  studies  that  pro- 
file this  as  a  market.  How  do  you 
document  a  poetry  movement?  It  just 
makes  sense  to  us  on  intuition,  from 
signs  all  around  us  that  women  are 
coming  into  their  own." 

A  recent  Wall  Street  Journal  ad  in 
Harper's  Bazaar  proclaimed:  "Of  the 
4,373,000  men  who  read  the  Wall 
Street  Journal,  1,020,000  are  women. 
You  shouldn't  be  surprised."  Says  Ed- 
gar Rollv  Dow  Jones  advertising  direc- 
tor: "It's  simple:  Women  are  becom- 
ing more  interested  in  business." 

They  know  she's  a  different  wom- 
an, but  they  don't  yet  know  how  she's 
different.  "We  have  a  lot  to  learn 
about  women  as  customers,"  admits 
Alan  Ettman,  American  Bankers  As- 
sociation executive.  The  organization 
is  preparing  a  study  that  will  provide 
the  answers  to  what  women  want 
from  banks. 

One  thing  they  apparently  don't 
want  is  to  be  ghettoized.  Chicago's 
Harris  Trust  &  Savings  Bank  is  plan- 
ning   to    convert    its    long-advertised 
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You  may  think  it's  "heartburn" 
...but  you  could  be  dead  wrong 


If  you  have  these  symptoms,  you 
may  be  having  a  heart  attack. 

1.  Prolonged,  heavy  pressure  or 
squeezing  pain  in  the  center 
of  the  chest,  behind  the 
breastbone. 

2.  Pain  may  radiate  to  the  shoul- 
der, arm,  neck  or  jaw. 

3.  The  pain  or  discomfort  is  often 
accompanied  by  sweating 


4.  Nausea,  vomiting  and  short- 
ness of  breath  may  also  occur. 

5.  Sometimes  these  symptoms 
subside  and  then  return. 

Don't  wait.  Call  your  doctor  im- 
mediatelyandtell  himyoursymp- 
toms.  If  he  isn't 
available,  get  to  a 
hospitalemergency 
room  at  once. 


Contributed  by  the  Publisher 


A  public  service  message  from  your  Heart  Association 
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how  to 
repair 
practically 
everything 

for  just 
two  dollars 


\ 


Paul  Sandoval  (our  lovable  promotion  manager)  has  really 
outdone  himself  this  time.  He's  uncorked  HAVERTOOLS, 
undoubtedly  his  greatest  accomplishment  to  date.  Because  with 
HAVERTOOLS  you  can  repair  practically  everything.  Overcome 
by  the  spirit  that  is  the  constant  delight  of  our  customers  (and  a 
source  of  scorn  and  derision  to  Fred  Spanberger,  our  doughty  con- 
troller), he's  offering  it  today  for  just  $2  . . .  surely  the  bargain  of  the 
year.  Let  me  tell  you  about  HAVERTOOLS:  there's  a  handle  with  four  differ- 
ent regular  and  Phillips  screwdrivers,  a  hammer,  a  set  of  four  spanners,  two 
double  wrenches,  a  4-inch  Crescent,  a  vial  with  assorted  bolts,  and  even  a 
polishing  rag  to  clean  it  all  up.  So  you  see,  it  contains  practically  all  you  might 
need,  except  perhaps  for  an  electric  drill,  which  Paul  somehow  neglected  to 
include.  Paul  will  also  send  you  our  colorful  64-page  Catalog  and  he'll  throw 
in  a  $2  Gift  Certificate  that  you  can  apply  to  your  next  merchandise  purchase. 
So,  if  you  want  a  nice  set  of  tools,  fill  out  the  coupon  and  mail  it  to  us  with 
your  check  for  $2.  Paul  will  send  HAVERTOOLS  right  out  to  you  and  he'll 
even  pay  the  postage. 

□  OK,  Paul, old  amigo-send  me  HAVERTOOLS-pronto!  My  $2  check  is  enclosed. 


Name_ 


V 


Address. 


-Zip. 


haverhills 

586  Washington  St. 
.San  Francisco,  Cal.  94111 
FM0401 
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We'll  put  your  product  in  shopping  carts... 
anywhere  in  the  world 

If  you  manufacture  consumer  goods  that  can  be  sold  in 
a  food  market,  we  can  export  them  for  you  successfully.  In  over 
80  countries,  on  6  continents.  Write  or  call  today. 
Pillsbury  International  Export  Division,  The  Pillsbury 
Company,  P.O.  Box  2956,  Minneapolis,  Minn. 
55402.  612/330-5107;  or  612/330-5114. 
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McDowell  Shows  Record  Growth 

TWELVE  MONTHS 
ENDED  DEC.  31 


Audited  Consolidated  Results 


1971 


1972 


%    Increase 


Gross  Revenues 

Earnings  Before  Taxes 

Net  Earnings 

Earnings  Per  Share 

Average  Shares  Issued  and  Outstanding 

MCDOWELL 
ENTERPRISES.  IMC. 

P.  O.  BOX  149,  NASHVILLE.  TENNESSEE  37202 
A  DIVERSIFIED  CONSTRUCTION  AND  REAL 
ESTATE  DEVELOPMENT  CORPORATION. 


$37,795,983 

$52,246,131 

38% 

2,726,271 

3,761,397 

38% 

1,458,048 

2,028,397 

39% 

$1.31 

$1.57 

20% 

1,112,464 

1 ,292,981 

NASDAQ  Symbol  Is  MCDL 


women's  section  into  a  VIP  service 
for  all  its  well-heeled  customers.  Said 
one  bank  officer:  "We  discovered  that 
women's  needs  for  financial  services 
are  no  different  from  men's,  so  there  is 
simply  no  reason  to  segregate  them." 

Indeed,  it's  the  nonsexist  approach 
that  pays  off.  When  a  Connecticut 
bank  ran  ads  declaring:  "Ms.  Ameri- 
ca. At  Hartford  National  she  gets  a  lot 
of  credit,"  business  from  women  in- 
creased 18%  in  three  months.  "We 
wanted  to  let  women  know  we 
wouldn't  deny  them  credit  just  be- 
cause of  their  sex,"  explains  a  bank 
official.  Ruth  Baker,  a  successful  Los 
Angeles  property  manager,  withdrew 
her  funds  from  a  bank  that  imposed 
stricter  loan  requirements  for  her  than 
for  her  male  partner. 

That  kind  of  self-assertion  will 
characterize  the  new  woman,  thinks 
Rosalind  Loring,  assistant  dean  of 
UCLA  extension.  "One  immediate 
consequence  for  business  is  that  wom- 
en will  be  more  sophisticated  consum- 
ers. With  a  greater  sense  of  your  own 
worth,  you  have  the  confidence  to  ask 
questions,  to  demand  fair  value." 

Money  &  Marriage 

Will  this  new  womanly  indepen- 
dence affect  the  traditional  marriage? 
Yes,  says  Pittsburgh  psychologist  Jo 
Ann  Evans  Gardner,  if  by  traditional 
you  mean  a  marriage  in  which  the 
wife  is  submissive.  "If  the  husband's 
ego  requires  him  to  be  totally  domi- 
nant, then  when  she  starts  to  get  up- 
pity about  money,  among  other  things, 
the  marriage  is  in  trouble." 

On  the  other  hand,  Dr.  Gardner 
believes  that  the  wife's  developing  ex- 
pertise in  financial  matters  can  also 
strengthen  the  marriage.  "There  must 
be  men  who  are  miserable  because 
their  wives  are  nothing,"  she  muses. 
"For  a  woman  to  come  into  her  own 
in  any  area  can  revitalize  a  marriage." 

Some  men  admit  to  fearing  that 
their  wives'  financial  sell  assertion  is  a 
clear  drive  for  power— and  they  have 
enough  of  that  kind  of  competition  at 
the  office.  UCLA's  Rosalind  Loring  con- 
cedes that  "the  acquisition  of  power 
is  what  the  women's  movement  is  all 
about."  And  she  adds:  "When  a  wife 
becomes  capable  of  handling  money 
for  herself,  she  becomes  another  per- 
son—and her  husband  may  not  be 
able  to  change  along  with  her." 

There  is,  to  be  sure,  a  maze  of 
legal  and  traditional  restrictions  on  the 
full  exercise  of  financial  control  by 
women.  But  eventual  passage  ol  the 
Equal  Rights  Amendment  will  strike 
down  many  existing  laws  restricting 
women's  financial  autonomy.  Mean 
time,  recent  court  decisions  have  con 
sistently  favored  women's  equality 
with  men  in  money  matters.  ■ 
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39  million  adults 

isn't  our  whole  story, 

but  it's  a  nice 

lead-in. 


At  our  rate  of  growth-about  a  million  copies  per  year- 

39  million  adult  readers  isn't  even  an  up-to-date  figure,  but  that's 

just  a  burr  and  not  the  point.  Growing  reader  interest  in  our 

special  interest  is  the  point.  And  that  affects  the  way  your 

advertising  is  read.  Just  about  every  time,  an  ad  dollar  earns 

more  readership  in  TV  Guide  than  in  any  other  major  mass 

magazine.  High  performance  in  print.  It  helps  explain  why 

TV  Guide  carried  more  than  $106,000,000  in  ad  revenue  last  year. 


Performance.  It's  a  terrific  environment  for  advertising. 


TV 

GUIDE 


THIANCU  PUBLICATIONS.  INC. 


e:  Simmons.  1973. 


BORROW 

$2,000 
to  $10,000 

BY  MAIL! 

We  offer  a  quick,  convenient 
source  of  additional  credit  to 
business  executives  and  pro- 
fessional people.  For  your  pri- 
vacy everything  is  handled  by 
personal  mail.  Credit  checks 
are  made  through  commercial 
agencies  to  maintain  confiden- 
tial nature  of  transaction.  Flex- 
ible repayment  schedules, 
sensible  interest  rates  and  full 
prepayment  privileges.  Credit 
life  insurance  is  optional. 

For  complete  information  write: 
Mr.  Douglas  D.  Hoover,  Loan  Officer 


Western  Industrial 
Bank 

2777  S.  Colorado  Blvd.,  Dept.  B1473 

Denver,  Colorado  80222 

or  call  collect  (303)  756-8313 


Dividend 

on 

common 

shares 

The  Board  of  Directors  of 
Columbus  and  Southern 
Ohio  Electric  Company. 
on  March  6,  1973,  declared 
;i  dividend  of  forty-eight 
•  t-nt>  (48Ci  per  share  on 
the  outstanding  Common 
Shares  of  the  Corporation, 
payable  on  April  10,  1973 
to  shareholders  of  record 
at  the  close  of  busim- 
March  26,  1973. 

G.C.SHAFER 
Sec  re  Ian 


COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


mi 

Vf-yy 


UNIQUE  NEW  CONCEPT 

Jnaic\eek 

Alcoholic  Recovery  Center 

Box  148  DeSoto.  Texas  75115(214)  224  4312 


The  Belle  of  the  Cornfields 


Oh  Bandag! 
You're  not  glamorous,  but  how  Wall  Street  loves  you! 

How  much  does  it  love  you? 
Fifty  times  earnings'  worth. 
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South  of  Molene,  in  Iowa  corn  coun- 
try, you  take  the  new  bridge  across 
the  Mississippi  into  Muscatine.  It's  a 
sleepy-looking  river  town  in  the  sun, 
even  on  a  crisp,  winter  morning.  Flat 
brown  land,  but  a  big  hill  at  the  foot 
of  town  where  the  riverboats  used  to 
land.  Back  then,  a  riverboat  captain 
built  the  big  gray  mansion  on  the 
point  of  the  hill.  It  still  stares  stub- 
bornly downriver,  just  like  the  cap- 
tain's wife  used  to,  waiting. 

These  days  most  people  in  town 
work  at  the  furniture  plant,  or  the 
Heinz  plant,  or  upriver  at  the  paper 
mill  that  sends  back  the  bad  smell 
some  days.  Or  they  work  at  Carver- 
Bandag.  It  used  to  be  called  Carver 
Pump,  but  Roy  Carver  moved  Bandag, 
his  new  tire-retreading  company,  in 
there  with  his  little  pump  company 
sometime  back,  so  most  people  in 
Muscatine  call  it  Carver-Bandag. 

But,  oh  Bandag!  On  Wall  Street 
they  don't  think  of  you  as  small-town. 
They  love  you  on  The  Street.  You're 
beautiful.  You're  high  P/E  stuff: 
worth  $350  million  on  the  Big  Board, 
50  times  earnings,  20  times  book  value. 

Just  look  at  Bandag's  figures:  an 
average  sales  gain  of  about  45%  each 
year  since  1967;  earnings  growth  from 
15  cents  per  share  in  1967  to  $1.28  per 
share  last  year;  an  after-tax  return  on 
sales  of  14%,  hardly  any  debt. 

With  truck  tires  costing  as  much  as 
$200  each,  truck  operators  cannot  af- 
ford to  throw  tires  away  when  the 
tread  is  worn.  So  retreading  is  big 
business.  Bandag,  with  the  introduc- 
tion in  1963  of  its  new,  patented 
"envelope"  matrix,  had  a  definite  edge 
over  competitors:  Instead  of  simul- 
taneously forming  the  tread  and  bond- 
ing it  to  the  tire  casing,  as  in  the 
conventional  "camelback"  system,  Ban- 
dag separates  the  job  into  two  steps. 

Step  one  takes  place  at  one  of 
Bandag's  six  regional  plants,  when  ,i 
tough,  dense  tread  is  cut  at  favor- 
ably high  temperatures.  In  step  two, 
one  of  Bandag's  620  franchisees  in 
the  U.S.  or  overseas  bonds  the  tread 
strip  to  the  used  tire  casing  at  tem- 
peratures below  the  boiling  point  of 
water— thus  guaranteeing  a  firm  but 
safe  bond  without  damaging  the  cas- 
ing. The  result:  Bandag  guarantees  its 
retread  will  last  twice  as  long  as  a 
"hot  cap"  and  charges  a  lot  more  for 
it.    Since    1967   Bandag   has   grabbed 
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16%  of  an  annual  $400-million  truck 
tire  retreading  market  in  the  U.S. 

Owning  a  little  over  half  of  Ban- 
dag's common  shares,  founder  Roy 
Carver  is  now  a  multimillionaire  (his 
2.9  million  shares,  at  $67  a  throw,  had 
a  recent  paper  value  of  not  far  from 
$200  million).  The  tale  of  how  Roy 
Carver,  now  63,  brought  Bandag  to 
Muscatine  is  no  ordinary  Horatio  Al- 
ger story.  Carver  was  already  rich 
before  he  helped  create  Bandag.  His 
Carver  Pump  Co.  was  doing  well 
enough  to  finance  world  travels  and 
adventures  for  Carver  {see  box) . 

In  1957  Carver  backed  the  inventor 
of  the  Bandag  system  for  retreading 
truck  tires,  an  ex-Nazi  general,  Ber- 
nard A.  Nowak,  who  developed  the 
method  during  World  War  II  for 
Field  Marshal  Erwin  Rommel's  Afrika 
Korps.  Nowak  never  got  to  see  Ban- 
dag make  it  big.  He  died  in  1960  after 
a  West  German  auto  accident. 

Bandag  is  run  day-to-day  by  Presi- 
dent Stephen  A.  Keller,  55.  Says  Kel- 
ler: "Bandag's  share  of  the  truck  mar- 
ket will  grow  at  20?  a  year."  Keller 
is  a  swift-talking,  capable  type  who 
appears  straightlaced  in  a  mod  shirt 
and  tie.  He  talks  forthrightly  about 
Bandag's  Bandura  tire— the  Bandag 
tread  on  a  Far  Eastern-manufactured 
easing— that  will  compete  as  a  new 
truck  tire.   Keller  speaks  of  cracking 


the  automobile  retread  market  (or 
creating  one)  and  retreading  for  air- 
liners and  off-the-road  equipment.  With 
hardly  a  twitch  in  his  well-muscled 
cheek,  Keller  will  tell  you,  "I  used  to 
be  a  low  P/E  man  myself,  but  Ban- 
dag  has  made  a  believer  out  of  me." 

All  well  and  good.  But  in  truck- 
tire  retreading  Bandag  is  beginning 
to  feel  the  hot  breath  of  cold-bonded 
competitors  on  its  neck.  "Sure,  our  pat- 
ents can  be  worked  around,"  says 
Keller.  They  sure  can.  Here  comes 
Firestone,  here  comes  Goodyear,  here 
comes  somebody  named  Denbag. 

"Yes,"  says  Keller,  "but  we  have 
learned  a  lot  about  this  business  in  15 
years  that  they  don't  know."  But  will 
it  take  them  15  years  to  find  those 
things   out?  "And  we've   always   run 

The  Right  Touch  = 

Shortly  after  the  lifting  of  a  long- 
time ban  on  solo  flights  over  the  At- 
lantic, in  1953  Boy  Carver  was  air- 
borne in  his  single-engine  Beech  Bo- 
nanza, flying  alone  above  choppy 
seas  for  Europe— something  only 
Charles  Lindbergh,  Wrong-Way  Cor- 
rigan  and  a  few  other  flyers  had  done 
previously.  On  radioing  a  commercial 
airliner  for  navigational  help,  Carver 
was  asked  for  his  name  and  address. 
Beason:  The  airliner's  captain  wanted 
to  shake  his  hand. 

That's  typical  of  Boy  Carver:  mak- 
ing a  friend  while  flying  alone  over 
the  ocean.  Big  (6  feet,  four  inches) 
and  burly,  Carver  has  the  pussycat 
touch  that  makes  strong  allies  of  his 
employees,  and  cheers  complete 
strangers  in  crowded  elevators.  He  aln. 
so  has  the  Midas  touch.  Carver 
knows  a  good  deal  when  he  sees  one. 

Working  for  the  State  Purchasing 
Office  after  graduating  from  the  Uni- 
versity of  Illinois  with  an  engineering 
degree  in  1934,  Carver  was  exam- 
ining a  self-priming  pump  one  day 
and  decided  he  could  build  a  better 
one.  He  quit  his  job  and  set  up  the 
Carver  Pump  Co.  in  his  brother's  ga- 
rage. Sales  were  modest  until  1939 
when  Qarver  sensed  the  war  coming 
and  took  his  pump  to  Washington. 
Federal  purchasing  officials  wouldn't 
bite,  but  soon  after,  Carver  had  visi- 
tors from  the  British  government  who 
liked  what  they  saw  and  placed 
an  order  worth  $140,000. 

Carver  moved  his  company  into  an 
abandoned  sauerkraut  factory  in  Mus- 
catine, Iowa,  and  began  his  globe- 
hopping  business  career.  Today  Car- 
ver flies  his  own  jet  at  least  four  times 
a  year  to  Europe  and  makes  extensive 
Latin  American  trips,  usually  on 
business  for  Bandag,  Carver  Pump, 
or    another    small    privately    owned 
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our  business  as  if  we  were  competing 
against  the  toughest  competitors.  Ours 
has  always  been  a  marketing  edge." 

Yet,  how  can  Bandag  keep  up  the 
pace?  Especially  with  a  competitor 
like  Firestone  trying  on  the  market  for 
size?  And  some  truckers  will  always 
prefer  camelback  over  the  more  ex- 
pensive retreads,  especially  in  cheaper 
tires.  Why  spend  money  on  a  retread 
that  will  outlast  the  casing? 

For  all  this,  Wall  Street  doesn't 
seem  worried:  Bandag  stock  remains 
near  its  all-time  high  in  spite  of  the 
soggy  stock  market.  Nor  is  Boy  Car- 
ver worried.  He  is  off  in  British  Hon- 
duras raising  mangoes. 

Mangoes!  Think  what  a  man  who 
can  get  a  50  P/E  on  a  tire-retreading 
stock  could  do  with  mangoes!  ■ 


N* 


Carver  of  Bandag 

company,   Carver   Foundry  Products. 

All  that  world  travel  and  talent  for 
friendship— Carver  is  fluent  in  Ger- 
man, French  and  Spanish— have  paid 
off  handsomely.  One  of  the  uncom- 
mon friends  he  has  made  around  the 
world  was  Bernard  Nowak,  a  barely 
tamed  ex-Nazi  general  who  helped 
put  the  elusive  in  "that  elusive  devil, 
the  Desert  Fox,  Erwin  Bommel." 

Nowak  found  a  way  to  give  Pom- 
mel's famed  Afrika  Korps  a  fast  and 
safe  retread  far  from  home.  He  buried 
their  tires  in  the  hot  Sahara  sands. 
That  was  the  beginning  of  the  Ban- 
dag system  that  has  helped  make 
Carver  an  even  wealthier  man.  Nowak 
died  in  1960,  a  difficult  man  to  the 
last.  Friends  say  that  Boy  Carver  was 
the  only  man  in  the  world  who  could 
have  tamed  the  hard-drinking,  explo- 
sive German  into  a  working  business 
relationship. 


Choosing 

and  Using 

Business  Aircraft 


THIS  BOOKLET  ANSWERS 
THE  QUESTION 

What  can  a 
business  aircraft 
do  for  me? 

A  report  to  management 
written  by  experienced 
aviation  editors  covers  often 
asked  questions  such  as: 

1 .  Does  an  aircraft  convey  an 
image  of  success? 

2.  Will  it  give  my  company 
a  competitive  edge? 

3.  Can  we  expand  our 
market  with  an  aircraft? 

4.  Utilizing  executive  time. 

5.  The  airline  crunch. 

6.  What  does  it  really  cost 

to  operate  a  business  plane? 


For  a  free 

copy  of  our  booklet 

CHOOSING  A  ND  USING 
B  U  SI  NESS  A IR  CRA  FT 

WRITE:  Wm.  D.  Eikenberry,  Market- 
ing Mitsubishi  Aircraft  International, 
P.O.  Box  3848,  San  Angelo,  Texas 
76901  (915)  944-1511;  Telex:  73-9438 

MITSUBISHI  A  MV-2 

MITSUBISHI  AMCHAFT  INTERNA  TONAL         PO  Boi  384  8  $«n  AnQelo   Te.jj 76901 
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Faces  Behind  the  Figures 


Rosenthal  of  Engelhard  Minerals 
&  Chemicals 


The  Rewards  of  Risk? 

For  Milton  Rosenthal,  the  waiting 
will  soon  be  over.  On  Apr.  11  the 
Environmental  Protection  Agency 
must  finally  decide  whether  starting 
with  the  1975  model  year  U.S.  auto- 
makers must  meet  the  pollution  con- 
trol standards  of  the  Clean  Air  Act  of 
1970.  Detroit's  best  current  hope  of 
doing  so  lies  in  catalytic  converters  of 
the  sort  made  by  Rosenthal's  com- 
pany. Engelhard  Minerals  &  Chemi- 
cals, the  U.S.'  largest  precious  metal 
fabricator. 

It  has  been  a  long  wait.  Rosenthal, 
Engelhard's  59-year-old  president, 
says  the  company  has  been  working 
on  such  a  device  ever  since  the  mid- 
Fifties,  but  since  it  wasn't  effective 
with  leaded  gasoline,  there  was  little 
hope  ol  cracking  the  auto  market. 
Now  that  leaded  gas  is  on  the  way 
out,  the  Engelhard  converter  is  a  hot 
property. 

The  automakers  think  so  too.  Ros- 
enthal is  committed  to  supply  con- 
verters to  Datsun,  Volvo  and  Toyota, 
but  the  really  important  contract  is 
with  Ford.  Engelhard  has  agreed  to 
supply  at  least  60%  of  Ford's  needs 
in  the   1975-77  model  vears,  and   to 


spend  as  much  as  $14  million  on  two 
plants— one  is  already  built— with  a 
combined  capacity  of  at  least  3.4  mil- 
lion and  possibly  up  to  4.2  million 
units  a  year. 

If  EPA  suspends  the  Act,  all  bets 
are  off.  "But  what  have  we  risked?" 
asks  Rosenthal.  "The  effort  we  have 
devoted,  the  money  we  spent  on  re- 
search, which  has  already  been  ex- 
pensed. And  in  the  event  of  a  can- 
cellation, we  will  have  a  reimburse- 
ment of  our  costs  except  for  $1.2  mil- 
lion, a  very  moderate  sum  for  a 
company  our  size. 

"And  what  are  the  benefits?  That 
depends  on  how  many  units  we  make, 
the  prices  we  get  and  how  long  the 
technology  will  last.  But  we  have 
tried  to  price  it  at  a  very  fair  return, 
and  it  is  likely  to  add  a  significant 
increment  to  earnings." 

Without  a  cent  from  the  converter, 
Engelhard  s  earnings  last  year  were  a 
record  $37  million  on  $1.9  billion 
sales,  and  new  records  seem  in  the 
making  this  year.  "If  for  any  reason 
the  converter  does  not  develop,"  says 
Rosenthal,  "it  will  not  detract  one 
whit  from  the  normal  growth  in  our 
business."  But  the  added  potential  is 
there.  ■ 


Special  Counsel  Allott 


Money  in  Railroading 

Coxghess  is  agonizing  over  what  to 
do  about  the  bankrupt  eastern  rail- 
roads: The  Nixon  Administration  is  pro- 
posing to  amputate  part  of  the  Penn 
Central  in  order  to  save  the  overall 
system.  And  the  Interstate  Commerce 
Commission,  for  86  years  the  Gov- 
ernment's regulatory  body  for  the  rail- 
road industry?  The  ICC  is  not  idle, 
of  course.  Oh,  no. 

The  ICC  has  just  signed  a  $650,000 
contract  with  former  Senator  Cordon 
L.  Allott  of  Colorado,  engaging  the 
66-year-old  Republican  as  a  $60,000- 
a-year  special  counsel,  so  that  he  may 
conduct  an  open-end  study  of  the  rail 
roads'  freight  rate  structure  and  rates 
of  return  on  investment. 

Well,  really  he  will  concentrate  on 
freight  rates,  because,  as  Allott  told 
Fohbes,  the  rate  of  return  part  of 
the  study  is  "for  all  practical  pur- 
poses completed." 

Allott's  fee  is  only  part  of  the  pub- 
lic expense  of  this  study.  The  entire 
effort  will  cost  taxpayers  $1.4  million, 
or  nine  times  the  cost  of  another  study 
completed  last  August.  That  one  was 
on  what  caused  the  "Financial  Col- 
lapse of  the  Penn  Central." 


Another  study?  Just  what  the  rail- 
roads need.  Representatives  John  Moss 
of  California  and  John  Dingell  of 
Michigan,  two  Democrats  who  serve 
on  the  Interstate  &  Foreign  Com- 
merce Committee,  sense  political  hay 
in  raising  that  question.  They  are 
asking  win  the  ICC,  if  it  had  to  have 
a  study  and  had  to  have  former  Sen- 
ator Allott,  could  not  have  negotiated 
a  personal  services  contract.  Such  a 
contract  would  have  given  Allott 
$34,971  per  year  and  temporarily 
prevented  his  receiving  his  $22,000- 
plus  animal  Senate  pension.  The  ICC 
opted  instead  for  the  more  expensive 
route  ol  a  sole  source  contract— giving 
Allott  .i  $60,000  salary  but  allowing 
him  to  keep  his  Senate  retirement 
pa)  as  well. 

Moss  and  Dingell  are  also  asking 
why  the  contract  was  never  voted  on 
by  the  11-man  ICC,  hut  rather  ne- 
gotiated 1>>  Allott's  fellow  Coloradan 
and  Republican  fund  raiser,  W.  Dun 
aid  Brewer,  \  ice  chairman  ol  the  K  !(  ' 

More  to  the  point,  asks  Moss:  "How 
will  this  SI .  t-million  Stud}    help  solve 
the   financial   crisis   of   bankrupt    com 
panics?"   Says    Allott:    "It's   a    bit    pie 
mature  to  give  you  an  idea  what  the 
study  will  even  cover."   ■ 
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America's  fastest  growing  telephone  system* 

The  lines  on  our  graph  go  up— every  year.  Telephones.  Revenues.  Earnings. 

Why?  Continental  Telephone  is  concentrated  in  communities  all  over 
America  where  there's  room  to  grow. 

And  we  give  customers  more  service  for  their  money.  That  makes  everybody 
happy,  including  our  investors. 

A  simple  formula,  to  be  sure,  but  it  has  made  us  the  fastest  growing  telephone 
system  in  America. 

Want  to  read  a  success  story?  Write  for  our  Annual  Report  today. 

^T1  Continental  Telephone  Corporation 

\\       ■  Dulles  International  Airport.  Chantilly,  Va.  22021 


A  Horrible  Situation 

That  cruel  half-smile  flashes  across 
Dracula's  hue  as  he  prepares  to  sink 
his  fangs  into  the  negligee-clad  hero- 
ine's throat— pretty  funny,  eh?  Well, 
laugh  again.  Nonsense  like  that  yields 
30%  pretax  on  investment  to  Michael 
Carinas,  chairman  of  Hammer  Films, 
horrormaker  extraordinary. 

Hammer  Films  Production  Ltd., 
Britain's  busiest  moviemaker  (17  non- 
epics  since  January  1971),  is  in  the 
Fangs-and-Frankenstein  business  with 
a  vengeance.  It's  a  big  moneymaker 
because,  as  Carreras  says,  "we  make 
that  30%,  including  fees  and  profits, 
on  someone  else's  investment."  Dis- 
tributors put  up  the  investment  mon- 
ey. Hammer  Films  collects  produc- 
tion, direction  and  other  fees,  plus  a 
percentage  of  the  box  office.  Mike 
Carreras  wickedly  refuses  to  reveal 
how  much  that  nets  out  to  for  the 
family-owned,  family-run  firm. 

Michael  Carreras  and  his  father, 
Sir  James  Carreras,  learned  all  about 
moviemaking,  from  direction  to  dis- 
tribution, the  hard  way.  "When  we 
started  Hammer  25  years  ago,  we 
couldn't  afford  a  stunt  man,"  says 
Michael.  "I  had  to  do  it."  And  sell 
the  movies,  and  distribute,  and  pro- 
mote. Michael's  father  directed  most 
of  these  horrors  (upcoming  sample: 
The  Reluctant  Vampire).  Says  Sir 
James:  "We've  never  had  a  case  of 
someone  biting  his  friend  after  seeing 
one  of  our  vampire  films." 

Doesn't  the  audience  ever  get  tired 
of  them?  "The  audience  is  like 
Hammer  Films,"  Mike  Carreras  ex- 
plains. "It's  a  family  affair.  We  have  a 


Not  So! 

The  stock  market  reacted  badly 
when  Time  Inc.  announced  it  had 
agreed  to  acquire  forest  products  com- 
pany Temple  Industries.  Time's  stock 
promptly  dropped  3%  and  has  kept 
sliding  ever  since.  Was  Time  becom- 
ing a  conglomerate? 

Not  at  all,  says  Time  Chairman 
Andrew  Heiskell. 

A  strapping  man  of  57,  who  joined 
Time  Inc.  as  science  and  medical 
editor  of  Life  in  May  1937,  Heiskell 
insists  the  Temple  acquisition  is  no 
new  departure.  He  notes  that  Time 
has  long  owned  a  pulp,  paper  and 
paperboard  subsidiary,  Eastex,  whose 
585,000  acres  of  timberland  in  East 
Texas  commingle  with  Temple's. 
"We're  just  marrying  a  neighbor,"  says 


Carreras  of  Hammer  Films 


new  audience  coming  up  every  two 
years.  Kids  hear  about  Hammer  Hor- 
ror from  their  older  brothers,  and  they 
want  the  real  thing:  no  spoofs,  no 
comedy  horror.  Straight  gothic  and 
Transylvania." 

Better  yet,  everyone's  kid  brother, 
British  or  Brazilian,  loves  them.  Hor- 
ror, Hammer-style,  is  even  becoming 


respectable;  the  British  National  Film 
Theatre  recently  gave  a  two-week  sea- 
son of  Hammer  films,  and  the  genre 
has  a  following  as  dedicated  and  in- 
ternational as  Sherlock  Holmes'  Baker 
Street  Irregulars. 

It's  a  horrible  situation.  The  Car- 
reras family  is  shrieking  and  groan- 
ing all  the  way  to  the  bank.  ■ 


Heiskell,  adding,  "they're  primarily  in 
building  materials.  This  gives  us  a 
more  balanced  forest  products  com- 
pany." He  figures  the  3.1  million  shares 
to  be  issued  for  Temple,  raising  Time 
Inc.'s  present  outstanding  by  42%, 
isn't  really  dilution,  because  of  Tem- 
ple's earnings:  "They  made  nearly 
$10  million  last  year  on  nearly  $100 
million  sales.  Incidentally,  that's  just 
about  what  Eastex  made  on  roughly 
the  same  amount  of  business. 

Write-offs— including  those  for  Life 
—cut  Time  Inc.'s  per-share  earnings 
to  $3.08  (from  $3.20)  last  year  des- 
pite 11%  higher  operating  profits.  This 
year,  if  Heiskell  is  right,  they  should 
rise  sharply.  So  Time  says  it's  happy 
in  publishing,  plans  to  launch  at  least 
one  more  magazine  this  year,  but  has 
no  plans  to  become  a  conglomerate.  ■ 


Heiskell  of  Time  Inc 
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It's  nice  to  know 
America  leads  the  world 
in  medical  research. 


Just  don't  get  sick. 


Pick  up  almost  any  recent  issue  of 
Scientific  American,  and  chances  are 
you'll  discover  some  impressive  new 
advances  in  the  life  sciences.  The 
discovery  of  a  powerful  family  of 
hormone-like  agents  called  prostaglandins, 
the  mapping  of  human  chromosomes, 
Nobel  prize-winning  insights  into  the 
causes  of  cancer  ...  or  a  score  of  other 
fascinating  achievements. 

Our  medical  and  paramedical 
technologies  are  leaping  forward.  Each 
year,  each  month,  each  day  there  are 
fewer  limits  on  our  abilities  to  diagnose 
and  cure  disease,  alleviate  suffering  and 
prolong  life. 

Unfortunately,  a  tragic  gap  separates 
what  we  can  do  from  what  we  are  doing. 
As  other  articles  in  Scientific  American 
have  shown,  our  health  care  system, 
responsible  for  delivering  the  blessings 
of  medical  technology  to  the  people,  is 
shamefully  disorganized,  outdated  and 
expensive — resulting  in  needless  pain, 
physical  damage  and  death. 

Three  years  ago  the  situation  was 
critical.  This  year  it  is  intolerable.  Next 
year  it  will  be  worse. 

The  need  to  do  something  about  it  is 


now  recognized  in  the  White  House,  the 
Congress  and  the  medical  community  itself. 

In  September,  an  entire  issue  of 
Scientific  American  will  be  devoted  to 
the  growing  health  care  crisis.  Many  of 
the  articles  may  surprise  you,  perhaps 
even  ^hock  you.  Like  all  Scientific 
American  articles,  they  will  bring  you 
facts  you  won't  find  anywhere  else  .  .  . 
explain  in  advance  problems  that  may 
make  headlines  months  or  even  years 
from  now  .  .  .  and  do  it  all  with 
unparalleled  accuracy  and  objectivity.  As 
usual,  all  the  articles  will  be  written  by 
leading  authorities  who  are  directly 
involved  in  the  issues  they  are  discussing. 

Modern  health  care,  of  course,  is  just 
one  of  the  vital  current  issues  Scientific 
American  covers  on  a  continuing  basis. 
Pick  any  major  subject  area  from  race 
relations  to  national  defense,  and  you're 
likely  to  find  a  whole  string  of  articles 
running  back  twenty  years  or  more — each 
a  clear,  meticulously  documented,  often 
prophetic  analysis  of  problems 
and  solutions. 

For  the  best,  most  up-to-date  thinking 
on  any  important  subject,  it  makes  sense 
to  turn  first  to  Scientific  American. 


SCIENTIFIC 
\MERIC.VN 


Scientific  American 
makes  sense  today  out  of 
issues  that  will  make 
headlines  tomorrow. 

$]  per  copy,  or  l>\  subscription  $10 
lor  12  months.  ^  rite  to  SCIENTIFIC 
American,  Dept.  12E,  415  Madison 
\venue,  New  York.  N.Y.  10017. 
Or  .all  toll-free  800-243-6000 
(in  Conn.,  1-800-8K2-6S00). 


The  Funds 


The  IMot-So-Roaring  Twenties 

In  the  Roaring  Twenties  closed-end  funds  were  as  fash- 
kmable  as  bathtub  gin  and  the  Charleston.  The  booze 
and  the  dance  steps  have  changed  since  then,  but  closed- 
end  funds  haven't.  Therein  lies  a  shortcoming  that  Mal- 
colm Smith,  president  of  8141-million-assets  General  Amer- 
ican Investors,  wants  to  eliminate.  Smith  is  a  Harvard- 
educated  economist  who  joined  GAI  in  1948  as  an  analyst 
and  became  president  in  1961.  He  put  his  finger  right  on 
the  problem:  "When  you  can't  time  the  discount,  you 
can't  time  growth." 

An  explanation  is  required  to  understand  Smith's  par- 
ticular problem.  A  closed-end  fund  is  a  nonredcemable 
mutual  investment  trust  whose  proceeds  are  invested  in 
traded  stocks  and  whose  own  shares  are  traded  on  one 
of  the  stock  exchanges.  If  General  American's  shares  trad- 
ed at  a  premium,  that  is,  a  price  higher  than  the 
fund's  per-share  net  asset  value,  there  would  be  no  prob- 
lem. That  hasn't  happened,  however,  since  1970.  Like 
many  other  closed-end  funds,  General  American's  shares 
have  been  selling  at  relatively  high  discounts  (  Forbes, 
Feb.  1,  p.  21).  Last  August  General  American's  shares 
were  selling  at  a  discount  of  19?.  In  early  March  the 
discount  was  7?.  As  long  as  the  fund's  shares  are  selling 
at  a  discount,  Smith  cannot,  without  hurting  existing 
shareholders,  expand  the  fund  by  issuing  new  shares. 

"I  don't  know  why  we've  been  selling  at  a  discount," 
laments  Smith.  "It  can't  be  because  of  our  performance 
record."  He's  right  there.  In  Forbes'  most  recent  Mutual 
Fund  Survey  (Aug.  15,  1972)  General  American  rated 
an  A  in  up  markets  and  a  C  in  down  markets.  That's 
about  as  potent  a  combined  rating  as  a  fund  can  win. 
During  the  past  ten  years  GAI  has  far  outpaced  both  the 
Dow  Jones  industrials  and  the  Standard  &  Poor's  500. 

Since  this  particular  virtue  has  gone  unrewarded  as  far 
as  the  discount  is  concerned,  Smith  has  decided  to  take  a 
different  tack.  He  is  going  to  capitalize  on  GAI's  excellent 
record  by  putting  it  into  the  money-management  busi- 
ness. Specifically,  he  is  going  after  pension  fund  busi- 
ness. His  aim  is  not  to  manage  entire  pension  funds,  just 
the  common  stock  portions,  or  even  parts  of  them. 

Smith's  decision  to  go  after  pension  fund  money  was 
based  on  fundamental  changes  he  saw  occurring  in  the 
financial  community.  He  felt  they  opened  a  new  door  to 
organizations  like  his.  "Two  things  happened  almost  at 
once,"  he  explains.  "First,  the  Merrill  Lynches  and  the  Don- 
aldson, Lufkins  sold  the  concept  that  they  could  manage 
anyone's  money  any  number  of  different  ways.  That  made 
the  market  more  receptive  to  whatever  we  might  do. 
Then  corporations  began  to  rethink  their  policies  of  pen- 
sion fund  management.  Frankly,  pension  funds  are  too  big 
for  just  banks  to  manage  efficiently." 

Just  how  will  all  this  help  General  American  lick  the 
discount  problem?  Directly  it  won't  do  much,  but  indirect- 
ly it  may  help.  The  cost  of  money  management  is  steadily 
rising.  GAI's  operating  expenses  were  $940,000  in  1971 
and  $1.1  million  in  1972— a  year-to-year  increase  of  nearly 
20?.  By  earning  money  from  outside  money  manage- 
ment, GAI  has  a  better  chance  of  bringing  these  costs 
under  control.  To  the  extent  that  it  can  do  so,  it  will  be 
able  to  pay  better  dividends  to  shareholders.  Indirectlv, 
this  may  help  reduce  the  discount.  With  the  discount 
eliminated,  GAI  might  be  able  to  sell  fresh  shares  and 
thus  further  increase  the  money  under  management  and 
further  spread  its  expenses. 


Malcolm  Smith  runs  a  tight  shop.  His  own  salary  is 
$68,575,  not  big  money  for  Wall  Street.  A  former  analyst 
himself,  he  works  with  just  six  senior  analysts.  But  the 
stocks  they  cover,  they  cover  thoroughly,  and  most  often 
they  contact  management  before  making  new  selections. 
What  Smith  and  his  staff  are  looking  for  is  companies  with 
some  type  of  future  developments  that  will  insure  growth. 
The  top  ten  companies  in  GAI's  portfolio  account  for  only 
39?  of  the  fund's  portfolio  and  the  stocks  range  all  the 
way  from  blue  chips  (IBM)  to  more  speculative  issues 
(Amerada  Hess)  and  small  companies  (Knight  Newspa- 
pers ) .  Generally,  GAI  follows  a  conservative,  low-turnover 
investment  policy,  which  usually  provides  the  best  long- 
term  results.  Most  stocks  are  held  in  the  portfolio  for 
three  to  five  years,  but  some  issues  are  kept  much  longer. 
For  example,  some  30,000  shares  of  Xerox  Corp.  have 
been  in  the  portfolio  since  1954.  But  with  Wall  Street 
cutting  back  on  research,  Smith  realizes  he  will  have 
to  depend  more  and  more  on  internal  research.  Espe- 
cially is  this  so  because  GAI,  with  its  small  portfolio 
and  low  turnover,  does  not  generate  huge  amounts  in 
brokerage  commissions. 

Xor  should  General  American  stockholders  be  con- 
cerned that  Smith  will  favor  the  pension  funds  with  his 
investment  advice.  He  has  told  his  stockholders  that  he 
will  divide  all  his  buy-and-sell  trades  proportionately 
between  outside  accounts  and  the  fund. 

There's  no  question  but  that  Malcolm  Smith  has  a  good 
product.  His  problem  is  to  shed  that  1920s  image.  He 
is  at  least  taking  a  step  in  the  right  direction. 


Switchers9  Troubles 


By  now  it's  no  secret  that  no-load  funds  are  on  the  rise, 
mainly  by  defection.  In  the  past  22  months  some  32 
load  funds  have  fired  their  salesmen,  dropped  their  sales 
charge  and  switched  to  no-load  status. 

Fundmen  offer  various  reasons  for  all  this  switching,  but 
Only  one  can  easily  be  documented:  Investors  are  buying 
more  no-load  fund  shares  than  they  are  selling,  the  re- 
verse of  what  is  happening  elsewhere  in  the  industry. 
Last  year  the  no-loads  had  net  sales  of  $323  million.  By 
contrast,  the  industry  as  a  whole  last  year  had  $1.7  bil- 
lion in  net  redemptions.  Executive  Vice  President-Mar- 
keting James  Richards  of  Denver-based  Financial  Pro- 
grams, which  switched  its  four  funds  from  load  to  no-load 
last  summer,  is  downright  ebullient:  "In  the  reasonable 
future  this  will  be  a  no-load  industry,"  he  prophesies. 
"Investors  are  realizing  that  they  don't  have  to  pay  a 
load  to  get  performance." 

But  does  switching  always  eliminate  net  redemptions? 
Most  fundmen  now  say  no.  All  of  them  are  chary  with 
specific  figures,  but  in  general  they  echo  the  lament  of 
Charles  Collova,  vice  president  of  Steadman  Security  Corp., 
investment  counsel  to  the  Steadman  funds:  "Tins  has  been 
a  bad  market  and  we  had  no  massive  sales  program.  SO 
our  redemptions  are  bound  to  be  higher  than  our  sab 

A  more  likely  reason:  Main  of  the  switchers  have  not 
had  particularly  good  performance  records.  According  to 
the  most  recent  Arthur  Lipper  Corp.  sur\e\.  lour  recent 
switchers— including  Steadman  Associated,  the  largest  fund 
in  the  Steadman  stable— ranked  in  the  bottom  50  hinds 
Obviously,  if  an  investor  is  smart  enough  to  duck  paying 
an  8.5?  sales  charge,  he  is  also  smart  enough  to  know  how 
to  read  performance  charts.   ■ 
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TALES  OF  INTRIGUE, 
HEROISM,  SUSPENSE, 
AMBITION,  TERROR, 

AND  HIGH  ADVENTURE. 


Up  at  the  top,  business  is  a 
battle,  and  the  higher  you  go 
the  hotter  it  gets.  To  be  a  top 
executive  you  need  more 
than  technical  know-how.  So 
besides  arming  our  readers 
with  basic  facts  and  figures, 
we  report  the  whole  drama 
of  business  in  its  true 
perspective  —  an  interlocking 
of  events  shaped  by  flesh- 
and-blood  people. 

You  know  what  we  mean. 
The  constant  clashing  of 
personalities  and  ideas  and 
judgments.  The  cajoling  and 
muscling  and  maneuvering 
and  innovating  that  make  thingsTiappen. 
Or  not  happen. 

In  a  nutshell,  Business  Week  is  written  to 
give  management  men  the  big  picture.  Fast. 
Without  technical  jargon.  Emphasizing  the 
new  ideas  and  trends  and  the  thinking  behind 
the  scenes. 

And  because  so  frequently  there's  a 
dominant  personality  behind  the  news,  our 
stories  are  frequently  barings  of  the 
philosophies  and  tactics  and  quirks  of  the 
heroes  and  anti-heroes  of  business. 

To  give  you  an  idea  of  what  we  report 
and  how  we  report  it,  here  are  a  few  of  the 
articles  yoli  could  have  read  recently  in 
Business  Week: 

A  Company  Hunter  Seeks  More  Trophies. 
CIT:  The  Tactics  Of  A  Major  Turnaround. 
Merriam:  ITTs  Man  In  The  Middle.  A 
Swinger  Tries  To  Cure  Chevy's  Ills.  Why  The 
Financial  Man  Calls  The  Plays. 


Madison  Avenue's 
Response  To  Its  Critics. 
A  Maverick  Oilman  Battles 
The  Majors.  Pepsi  Swings 
Into  The  Wine  Generation. 
Dr.  Land  Redesigns  His 
Camera  Company.  The 
Money  Man  For 
McGovern.  The  Executive 
Struggle  At  Krupp. 

The  thing  is,  we  report 
the  kind  of  news  that's 
exciting  to  businessmen. 
And  makes  them 
better  men  for  reading  it. 
Obviously  our  readers 
agree.  Surveys  show 
that  Business  Week  subscribers  spend  an 
hour  and  a  half  with  each  issue. 

And  our  subscribers  are  not  average  men. 
Over  130,000  of  them  are  presidents  or 
owners  of  companies.  And  all  told,  about  9 
out  of  10  are  in  top  or  middle  management. 

If  your  job  depends  on  knowing  all  the 
really  important  business  news,  send  the  reply 
card.  We  promise  to  give  you  more  business 
news  than  any  other  general  business 
magazine.  And  we  promise  not  to  bore  you. 

That's  a  lot  to  deliver  for  less  than  a 
quarter  a  week.  It  can  make  you  a  more 
intriguing  businessman  yourself.  And  might 
even  help  you  become  somewhat  of  a  terror. 
(Note:  If  reply  card  is  missing,  send  your 
name,  address,  company  name  and  your  title 
to  Business  Week,  P.O.  Box  506,  Hightstown, 
N.J.  08520,  along  with  $12.95  for  a  one-year 
subscription.  Or  if  you  prefer,  we'll  bill  m^M 


you  later.) 


mu 


mnaamemai  requisite  of  cooperation. 
The  feeling  by  which  one  embarks  on  his  course 
with  complete  assuredness  and  faith 
in  the  counsel  ofthose  he  trusts. 


Serving  the  individual  investor  since  1895. 

A  White,  Weld  registered  representative  is  a  distinctive  kind  of  person.  He  has  t<> 
be.  Because  White,  Weld  has  a  distinctive  kind  of  customer.  They  arc  substantial  investors. 
And  they  receive  substantial  service. 

Our  people  handle  fewer  than  average  number  of  accounts  but  handle  a  volume 
that  is  far  above  average.  Thus  each  customer  gets  individual  attention  and  personal 
service.  And  they  receive  the  same  quality  of  research  we  provide  for  the  largest  institutions. 

Part  of  the  White,  Weld  approach  is  to  try  and  match  the  investor  with  the 
registered  representative  best  suited  to  handle  his  needs.  We  pride  ourselves  on  being  able  to 
choose  the  right  person  to  service  each  account. 

After  all,  if  you're  any  good  at  reading  the  market,  you've  got  to  be  very  good  at 
reading  people. 

White,Weld&Co. 

Incorporated 

International  Investment  Bankers. 
Investment  Banking,  International  Finance,  Asset  Management,  Trading,  Municipal  Finance,  and  serving  the  Individual  Invotoi 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


J  FM AM J 

1973 

Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 
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APR 122.5 

MAY    124.0 

JUNE 124.3 

JULY  124.4 
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SEPT 126.4 

OCT.    128.1 

NOV 129.0 

DEC 129.7 

JAN.  (Prel.)    130.9 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  0.  Hooper 


A  Year  Of  Contrasts 


Lately  everyone  has  been  bearish; 
soon  many  people  will  be  bullish;  per- 
haps later  most  people  will  be  bear- 
ish again.  This,  I  think,  is  bound  to  be 
a  confusing  year,  a  year  of  contrasts 
rather  than  a  year  of  consistencies.  I 
expect  1973  to  be  a  year  when  it  will 
be  difficult  to  make  long-term  com- 
mitments with  conviction,  but  a  year 
in  which  fluctuations  in  the  averages 
and  in  many  individual  stocks  will  be 
unusually  wide.  I  have  mentioned  the 
possibility  of  a  range  of  as  much  as 
850  to  1250  in  the  Dow  Jones  indus- 
trials. I  hope  most  readers  will  con- 
sider those  figures  in  a  qualitative 
rather  than  *  quantitative  way.  I  use 
them  simply  to  get  across  the  idea  of 
a  widely  fluctuating  market  in  which 
wise  people  will  not  take  too  seriously 
either  extreme. 

As  this   is   written,   investors  seem 

Mr.    Hooper  is  associated  with  the  New  York   Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


unwilling  to  sell  anything  that  is  high, 
and  equally  unwilling  to  buy  anything 
that  is  cheap.  That's  why  we  have 
some  stocks  (a  diminishing  number) 
which  sell  at  very  high  price  multiples 
(see  Forbes,  Mar.  15,  p.  78)  and 
hundreds  of  other  issues  which  sell  at 
10  times  earnings  or  less.  Many  re- 
cently "successful"  investors  tell  us  we 
can  talk  about  values  till  the  cows 
come  home,  but  all  they  want  is  per- 
formance. And  they  remind  us  that 
"the  values"  have  not  been  giving 
them  performance. 

Sometimes  it  takes  time  for  value  to 
provide  performance,  but  in  the  long 
run  it  usually  pays  to  wait.  It  may 
be  pointed  out,  too,  that  the  quest 
for  performance  in  late  years  has  not 
been  confined  to  the  successful  issues 
like  Xerox,  IBM,  Black  &  Decker, 
Johnson  &  Johnson  and  Minnesota 
Mining.  There  also  have  been  such 
formerly  high  P/E  stocks  as  Control 


Data,  Skyline,  Memorex  and  Litton 
Industries.  One  of  the  things  we  have 
been  doing  for  the  past  nine  months 
has  been  to  expose  and  deflate  a  big 
majority  of  the  alleged  emerging 
growth  stocks.  Of  course  those  which 
have  held  up  have  earned  the  con- 
fidence of  their  owners.  For  the  most 
part,  they  are  the  good  ones. 

Those  who  are  bearish  on  the  cy- 
clical issues,  it  should  be  noted,  usu- 
ally are  bearish  on  the  business  cycle. 
They  think  that  the  all-important  au- 
tomobile cycle  is  topping  out,  and 
that  inevitably  will  hurt  the  steels 
and  all  the  hundreds  of  other  compa- 
nies which  depend  on  automobiles 
for  the  difference  between  high  pros- 
perity and  scratching  hard  for  busi- 
ness. Consider  these  factors:  We  have 
had  three  good  automobile  years  in 
a  row;  antipollution  devices  to  clean 
up  the  air  and  the  noise  may  cost 
$250  to  $400  per  car;  the  energy 
crisis  may  raise  the  price  of  fuel  to  a 
point  where  it  will  be  necessary  to 
develop  engines  less  hungry  for  gaso- 
line; and  the  public  may  rebel  over 
high  vehicle  costs.  It  is  a  cinch  that 
gasoline  will  not  much  longer  sell  at 
38  cents  to  42  cents  or  so  a  gallon, 
and  price  controls  can't  do  much 
about  it.  I  think  I  have  overstated 
the  bear  case,  but  I  want  to  ration- 
alize some  of  the  current  thinking 
about  cyclical  stocks. 

The  other  side  of  the  picture  may 
be  of  more  short-term  rather  than 
long-term    impact.    Automobile    earn- 
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You  don't  have  to  give  up 
control  of  your  portfolio  and 
pay  a  percentage  fee  to  get 
competent  investment  counsel 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
dends— to  someone  to  manage  and  trade  at  his  discretion  on  a  per- 
centage fee  basis,  consider  the  alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel 
and  keep  complete  control  over  your  portfolio.  You  will  issue  buy  and 
sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be 
much  less  than  you  expect. 

The  Babson  organization's  68  years'  experience,  independent  re- 
search department,  modern  in-house  computer  plus  individual  atten- 
tion to  your  portfolio,  assure  you  of  unbiased,  professional  investment 
counsel  precisely  suited  to  your  particular  investment  aims  and 
needs.  Mail  this  coupon  for  complete  details. 

tffiTfc   babson's  reports  inc. 


Investment  Management  Division  oePr.  f-956 

Wellesley  Hills.  Mass.  02181 
Founded  in  1904  by  Roger  W.  Babson 

Please  send  information  on  Babson's  Investment  Appraisal  and   Review  Counseling  Service. 
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A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
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Increase  of  Future  Income 
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have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
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ings  and  steel  earnings  for  the  first 
half  year,  and  for  the  March  quarter, 
will  be  nothing  short  of  sensational. 
The  steel  industry  and  the  automobile 
industry  are  having  one  of  the  best 
quarters  in  history.  The  figures  will 
be  made  public  this  month.  A  stock 
like  General  Motors  (72),  which  is 
as  adequate  a  diversification  of  the 
entire  American  economy  as  any  good 
mutual  fund,  is  selling  for  less  than 
9  times  earnings;  Ford  (63)  at  about 
7  times,  and  Chrysler  (34)  at  around 
7  times.  Furthermore,  the  earnings 
for  the  12  months  ending  in  March 
will  be  higher  than  the  earnings  for 
the  12  months  of  1972. 

Some  estimates  of  steel  company 
earnings  for  the  March  quarter  vs. 
the  year-ago  quarter  are  of  interest: 
Armco  (22)  75  cents  vs.  44  cents; 
Bethlehem  (28)  80  cents  vs.  56  cents; 
Inland  (33)  $1  us.  92  cents;  National 
(39)  $1.15  vs.  80  cents;  Republic 
(28)  90  cents  vs.  58  cents;  Jones  ir 
Laughlin  (20)  70  cents  vs.  53  cents; 
Wheeling-Pittsburgh  (19)  $1  vs.  64 
cents;  and  U.S.  Steel  (31)  80  cents 
vs.  35  cents.  These  figures  were  given 
to  me  by  a  steel  industry  analyst.  I 
suspect  some  of  them  are  too  low. 
The  second  quarter  should  be  about 
as  good  as  the  first. 

Low-Multiple  Stocks 

Look  a  little  further  for  low  multi- 
ples. UV  Industries  (27)  is  at  about 
7  times  last  year's  earnings,  Ethyl 
(27)  at  about  6  times,  Midland  Co. 
(13),  which  is  a  good  sound  finance 
company  that  last  year  doubled  its 
per-share  earnings,  is  at  about  6  times. 
Among  the  10-times  multiples  are 
big  sound  equities  such  as  Lincoln 
National  (37),  International  Harvest- 
er (35),  Burlington  Northern  (40), 
Southern  Pacific  (37)  and  PPG  In- 
dustries (39).  Federal  National  Mort- 
gage, which  easily  could  earn  $2.50 
a  share  this  year,  is  selling  around  15. 

It  seems  to  me  that  you  must  do 
some  extremely  pessimistic  reasoning 
to  say  that  most  of  these  stocks  are 
overvalued.  I  don't  go  along  with  ex- 
treme bearishness.  After  all,  we  had 
a  gross  drop  of  129  points  in  the  DJI 
from  the  highs  of  January  to  the  lows 
of  early  March,  and  something  was 
discounted.  Even  if  the  bear  case 
proves  to  be  right  (and  that  is  de- 
batable), a  rally  is  overdue  now,  with 
at  least  1000  in  the  Dow  a  conserva- 
tive and  more  probable  figure. 

I  know  we  are  in  a  period  of  more 
rapid  inflation,  that  the  Internationa] 
currency  situation  has  been  only 
patched  up  rather  than  cured,  thai 
Washington  has  been  backed  into  a 
situation  where  it  must  follow  a  lesi 
expansionary  monetary  policy,  and 
that   earnings   in   the   second   half  of 
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the  year  may  not  be  quite  as  buoyant 
as  in  the  first  half.  But  it  seems  to 
me  that  in  any  inflationary  period  the 
stock  market  is  less  likely  to  go  down 
sharply  than  to  be  subject  to  wide 
fluctuations  in  both  directions.  If  prec- 
edent is  followed,  there  will  be  pe- 
riods of  emotional  optimism  as  well  as 
periods  of  emotional  pessimism.  Im- 
mediately ahead  I  expect  a  revival  of 
optimism  rather  than  gathering  gloom. 
With  the  dollar  worth  less,  American 
industry  in  a  better  international  com- 
petitive position,  and  people  more 
willing  to  spend  money,  business  can 
hardly  be  expected  to  fall  out  of  bed. 

Once  more,  I  would  like  to  stress 
the  opinion  that  the  international  oils 
and  the  good  domestic  oils,  as  well  as 
the  coal  companies,  should  prosper 
from  the  ever  more  threatening  en- 
ergy crisis.  All  these  gestures  about 
limiting  oil  and  gasoline  prices  are 
bound  to  fail,  because  to  correct  the 
energy  crisis  the  production  of  en- 
ergy must  be  made  profitable  enough 
to  attract  capital.  I  regard  stocks  like 
Exxon  (91),  Gulf  Oil  (25),  Standard 
Oil  of  California  (83),  Continental 
Oil  (41)  and  Cities  Service  (49)  as 
investments  rather  than  speculations. 
At  the  same  time,  I  have  not  lost  faith 
in  the  airlines  as  good  speculations. 

I  am  highly  critical  of  the  attempts 
of  analysts  at  this  time  to  estimate 
per-share  earnings  for  1974.  In  order 
to  do  this  one  must  make  highly  de- 
batable assumptions  about  the  en- 
vironment. I  even  question  many  of 
the  per-share  estimates  for  1973,  feel- 
ing that  it  is  entirely  possible  that 
the  trend  in  earnings  in  the  second 
half  year,  especially  in  the  December 
quarter,  may  not  be  as  robust  as  it  is 
right  now.  There's  nothing  static 
about  this  present  economic  and  earn- 
ings situation,  and  there  are  bound 
to  be  many  surprises  both  ways. 

One  thing  should  be  stressed.  This 
is  not  a  time  when  prices  of  stocks 
should  be  expected  to  be  closely  tied 
to  values.  In  the  long  run,  however,  in- 
vestors who  maintain  proper  respect 
for  values,  regardless  of  how  much 
the  market  may  neglect  them,  prob- 
ably will  vdo  better  than  those  who 
allow  themselves  to  become  over- 
worshipful  of  price.  The  market  this 
year  is  likely  to  be  all  over  the  lot. 
It  is  a  situation  in  which  the  specula- 
tor will  have  unusual  room  in  which 
to  trade.  Purchase  stocks,  expecting 
them  to  rise,  when  they  look  worst, 
and  sell  them,  expecting  a  decline, 
when  they  look  best.  Recent  weeks, 
it  seems  to  me,  have  been  one  of  those 
periods  in  which  they  look  worst.  And, 
remember  that  1973  will  be  a  year  of 
unheralded  surprises.  The  risks  are 
high,  but  I  question  whether  the  risks 
are  those  of  major  disaster.  ■ 
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?he  1973  Mutual 
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.used  by  investors,  brokers,  money 
managers,  and  insurance  agents  in  all 
50  states  and  in  37  foreign  countries  and 
now  available  to  you  in  this  special  offer. 

FUND  PERFORMANCE  DATA 

Each  fund's  record  over  the  past  ten 
years  (or  life  of  the  fund  if  shorter)  is 
broken  down  year-by-year  to  show 
annual  fluctuations  in  assef  value,  in 
dividend  payments  and  in  capital  gain 
distributions.  For  each  fund  results  are 
shown  three  ways:  1)  assuming  all  dis- 
tributions taken  in  cash;  2)  assuming 
dividends  taken  in  cash,  capital  gains 
reinvested;  3)  assuming  all  distributions 
reinvested,  compounded. 

10-YEAR  RESULTS 

The  Guide  reveals  that  an  assumed 
$10,000  investment  in  the  period 
1/1/63-12/31/72  (with  all  distributions 
reinvested)  grew  to  an  average  value  of 
$22,475  for  all  mutual  funds.  However, 
individual  funds  showed  vast  differences: 
the  top  fund  grew  in  value  to  $67,327  — 
the  bottom  fund  declined  in  value  to 
$9,321.  FundScope  ranks  ALL  FUNDS  in 
order  of  performance. 

FUNDS  are  rated  for  performance  in 
both  rising  and  declining  markets,  and 
for  yield/income.  Of  457  mutual  funds, 
only  4  are  rated  above-average  for 
Growth- Income-Stability  combined. 
FundScope  names  the  4  funds. 

VITAL  FACTS  ON  EACH  FUND 

INCLUDES:  Year-end  data  on  Total 
Assets,  Under  Present  Management 
Since,  P/E  Ratios,  Funds  that  sell  short, 
Hedge,  Buy  Puts  &  Calls,  Use  Leverage, 
Invest  in  Restricted  Securities,  Portfolio 
Turnover  Rates,  Group  Volatility,'  Sales 
Commission  Breakdown,  Keogh  Plan, 
Portfolio  Distribution,  Management  Fee, 
etc.,  tor  each  fund  &  much  more  plus: 

VALUABLE  GENERAL  DATA 

INCLUDES:  MUTUAL  FUND  DIREC- 
TORY: Fund  NAME  CHANGES,  and  fund 
names,  addresses,  and  telephone  num- 
bers; address  and  telephone  number  of 
Transfer  Agent  and  name  of  Custodian; 


name,  address,  and  telephone  number  of 
insurance  affiliate,  if  any;  DOW-JONES 
INDUSTRIAL  AVERAGE-the  High-Low- 
Close  and  dividend  for  each  year  back  to 
1929;  TOTAL  NET  ASSETS-Funds 
Ranked  by  Size;  Glossary  of  mutual  fund 
terms;  Each  fund's  ten  largest  Portfolio 
Positions;  and  many  more  pages  of 
information. 

A  THINKING  MANS  GUIDE 
TO  MUTUAL  FUNDS 

Performance  results  alone  may  be  very 
deceptive.  With  hundreds  of  mutual  funds 
to  choose  from,  you  can  make  an  intelli- 
gent selection  only  if  you  dig  behind  the 
record.  For  example,  what  changes  have 
occurred  in  management,  investment 
objective  and  investment  policy?  Fund- 
Scope  gives  you  this  vital  information, 
saving  you  tedious  hours  of  research. 


■  SPECIAL  TRIAL  OFFER 

I  (new  trial  subscribers  only) 

I  Send  just  $22  for  a  3-month  trial  subscrip- 

I  tion  to  FundScope.  You'll  receive: 

■  1)  The  April  1973  Mutual  Fund  Guide.  The 

■  new  mutual  fund  bible.  (THIS  BOOK 

I  ALONE  SELLS  FOR  $20.)  And  - 

|  2)  FundScope's  May  and  June  issues. 

1  During  the  past  year,  each  monthly  issue 
.  averaged  194  pages  per  issue!  No  other 

|  publication   approaches   FundScope's   in- 

I  depth   reviews  of  selected   mutual  funds 
and  featured  articles  on  subjects  of  vital 

I  interest  to  mutual  fund  shareholders  and 

2  professionals. 

5  3)  PLUS  3  big  bonus  reports:  The  64-page 

|  survey  "Are  No-Load  Funds  A  Bargain?"; 

■  the  56-page  review  "Which  Funds  Were 
Top  Performers?";  and  the  45-page  analy- 

I  sis  "Which  Funds  Per'ormed  Well  In  Up 

5  And  Down  Markets?"  ALL  3  REPORTS  ARE 

I  YOURS  WITH  THIS  SPECIAL  TRIAL  SUB- 

|  SCRIPTION  OFFER. 

5  ACT  NOW:  MAIL  YOUR  $22.00  TODAY,  or 

|  if  you  prefer  the  above  offer  with  a  full 

■  money-saving  14-month  subscription,  send 
$60.00  (10-day  returnable  guarantee). 

I  Include  ZIP. 


NOTE:  FundScope  does  not  sell  mutual  funds  or  have  any  connection 
whatsoever  with  any  fund  or  related  company.  No  salesman  will  call. 

Not  available  in  bookstores  or  on  newsstands. 
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1900  Avenue  of  the  Stars 
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SlOOgold 

With  new  fears  of  monetary  chaos 
mounting  throughout  the  world,  $200 
gold  has  become  a  real  possibility, 
according  to  The  Powell  Monetary 
Analyst.  Its  special  report  on  $200 
Gold  explains: 

Why  gold  investments  belong  in 
the  portfolio  of  every  investor  who  is 
interested  in  capital  gains  and  capital 
preservation.  Why  a  massive  increase 
in  the  price  of  gold  may  be  the  only 
way  to  avert  monetary  collapse.  And 
how  you  can  put  yourself  in  the  best 
position  to  profit  from  rising  gold 
prices. 

Along  with  the  special  report,  you'll 
receive  specific  recommendations  on 
which  gold  stocks  to  buy  now. 

It's  a  valuable  package  of  invest- 
ment advice— and  it  comes  to  you  as 
a  bonus  with  a  trial  subscription  to 
The  Powell  Monetary  Analyst.  To  find 
out  how  it  can  help  you,  mail  the 
coupon  with  your  check  today. 


The  Powell  Monetary  Analyst 

63  Wall  Street, 

New  York,  New  York  10005 

Send  $200  Gold  as  a  bonus  at 
no  extra  charge,  and  enter  my 
two-month  (four-issue)  subscrip- 
tion to  The  Powell  Monetary 
Analyst.  Check  for  $10  must  be 
enclosed. 


Name 


Address 


City 


State 


Zip 


This  subscription  may  not  be  as- 
signed without  your  consent.    73-58 
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Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 
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A  Somber  Market 


Once  again  The  Street  has  the  blues. 
Of  course,  there's  nothing  exceptional 
about  this  condition.  It  is  a  frequent- 
ly recurring  phenomenon,  at  times 
more  than  once  a  year,  and  usually 
the  brokers  snap  out  of  their  state  of 
temporary  mental  depression  after  just 
a  few  days  of  sunshine  on  the  New 
York  Stock  Exchange.  This  year  the 
financial  community  has  perhaps  more 
than  its  usual  share  of  worries,  what 
with  the  prospect  of  negotiated  com- 
mission rates,  possible  exchange  mem- 
bership of  its  best  clients,  the  price 
of  NYSE  seats  down  to  $105,000  (from 
$515,000  four  years  ago),  a  schizo- 
phrenic stock  market  which  makes 
most  analysts  look  and  feel  like  fools. 

But  perhaps,  worst  of  all  is  the  vir- 
tually complete  absence  of  any  kind 
of  "fun,"  like  watching  people  play 
silly  games  as  they  did  a  year  ago  in 
the  Levitzes  or  the  mobile  home  stocks. 
What  has  happened  to  all  the  spec- 
ulators who  sort  of  livened  up  the 
place  with  their  shenanigans?  It's  all 
so  somber,  as  if  the  SEC  or  some  other 
policeman  were  kibitzing.  It  seems 
that  all  the  gamblers,  or  let's  call  them 
speculators  so  that  the  authorities 
won't  be  displeased,  have  deserted 
The  Street  and  are  now  playing  the 
commodities.  That's  where  the  action 
is  and  where  you  can  make  a  buck,  or 
lose  your  shirt,  much  faster  than  in 
the  stock  market. 

The  brokers  and  securities  analysts 
cannot  help  feeling  frustrated.  It 
seems  so  primitive  merely  to  say: 
Howl  with  the  wolves,  stay  with  the 
Big  Money,  don't  try  to  be  too  smart- 
just  buy  the  superblues  from  Avon  to 
Eastman  Kodak,  to  IBM,  to  Warner- 
Lambert,  until  you  wind  up  with 
Xerox.  Yet  as  soon  as  anyone  deviates 
from  the  well-marked  path  of  insti- 
tutional investment  virtue,  one  is 
headed  for  trouble  or,  at  best,  gets 
a  stock  that  di  esn't  move. 

No  one  gives  a  hoot  that  Ford  Mo- 
tor will  probably  earn  in  the  neigh- 
borhood of  $10  a  share  this  year,  with 
the  price  of  the  stock  hugging  close  to 
the  low  60s.  Yet  here  is  a  company 

Mr.  Biel  is  *  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hanpin.  Watson  Inc. 


whose  foreign  earnings  will  bring  in 
more  dollars  per  D-mark,  and  whose 
domestic  market  enjoys  better  pro- 
tection against  foreign  imports.  Con- 
ceivably, the  auto  industry  as  well  as 
the  entire  American  economy  are  ap- 
proaching the  peak  of  the  cycle,  but 
present  prices  of  cyclical  stocks  are 
certainly  not  inflated  by  even  a  trace 
of  boom  psychology. 

One  Great  Discount  Market 

Foreign  investors  in  dollar  securi- 
ties have  suffered  grievous  losses  as  a 
result  of  our  devaluations  and  their 
own  revaluations.  One  can  hardly 
blame  them  for  having  become  ex- 
tremely gun-shy.  Who  wants  to  add 
an  exchange  risk  to  an  already  for- 
midable stock  market  risk? 

As  this  column  is  going  to  press 
it  is  premature  to  judge  whether  a 
reasonable  degree  of  confidence  will 
be  restored  by  the  results  of  the  re- 
cent Paris  monetary  conference  and 
that  henceforth  the  value  of  the  dol- 
lar will  not  depreciate  significantly 
further  in  relation  to  the  key  Euro- 
pean currencies  and  the  Japanese  yen. 
At  least  as  far  as  Europe  is  concerned, 
it  seems  safe  to  say  that  the  dollar  is 
no  longer  overvalued.  In  fact,  were  it 
not  for  those  billions  of  Eurodollars 
floating  around,  the  U.S.  dollar  should 
probably  now  be  entitled  to  a  Best 
Buy  rating. 

Unless  foreign  investors  have  lost 
all  confidence  in  OUT  ability  to  man- 
age our  affairs  reasonably  well,  in- 
cluding keeping  inflation  within  tol- 
erable limits— and  that  would  require 
an  unduly  pessimistic  point  of  view— 
they  must  realize  that  the  entire  U.S. 
lias  become  one  great  discount  mar- 
ket. This  could  be  a  unique  opportu- 
nity for  them  to  use  marks  and  francs 
and  yen  to  buy  up  the  cheap  dollars 
that  nobody  seems  to  want,  and  to 
use  those  dollars  for  making  bargain 
investments  in  the  U.S.  If  that  should 
come  to  pass,  and  if  it  should  spill 
over  into  the  stock  market.  Wall 
Street  would  cine  rue  quickly  from  its 
present  state  of  suspended  annua 
tion.  We  might  have  a  hell  of  a  rally. 
But  will  they  take  the  bait?   ■ 
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Technician's 
Perspective 

ByJohnW.SchuIz 


Shades  Of 
Dan'l  Drew 


"He  who  sells  what  isn't  his'n,  must 
buy  it  back  or  go  to  prison."  That, 
according  to  Wall  Street  legend,  is 
how  big-time  stock  market  operator 
Daniel  Drew,  over  100  years  ago, 
warned  his  foes  against  selling  stock 
short— to  him. 

To  be  sure,  the  volume  of  (bor- 
rowed) stock  sold  short  by  specula- 
tors in  anticipation  of  lower  prices 
has  lately  been  on  the  smallish  side, 
relative  to  overall  trading  volume,  and 
technical  analysts  do  not  regard  the 
short  interest  as  a  potential  source 
of  unusually  great  buying  power. 
But  in  a  broader  sense,  Drew's  dic- 
tum is  very  much  to  the  point  today. 
For  years,  the  U.S.  has  in  effect  been 
selling  dollars  to  other  countries  in 
exchange  for  goods  and  production 
facilities.  Insofar  as  these  dollars  re- 
sulted from  currency  inflation  and, 
for  this  and  other  reasons,  eventually 
fell  in  price  relative  to  other  curren- 
cies, these  dollar  sales— multibillions 
of  them— had  distinct  short-sales  char- 
acteristics and,  as  short  sales,  prob- 
ably have  been  quite  profitable. 

For  a  long  time,  this  process  also 
yielded  important  benefits  for  dollar 
buyers  abroad.  But  more  recently, 
they've  been  displaying  an  under- 
standably mounting  reluctance  to  buy 
dollars  from  us  in  unlimited  quan- 
tities and  are  now  saying  it's  time  the 
U.S.  started  buying  back  some  of  their 
surplus  dollar  billions. 

That,  at  bottom,  is  what  the  Mar. 
16  meeting  in  Paris  of  the  world's 
major  monetary  powers  was  all  about. 
Henceforth,  foreign  central  banks  will 
no  longer  buy  all  the  dollars  offered 
them  at  a  fixed  price,  nor  sell  their 
own  currencies  on  similar  terms. 
Henceforth,  they  will  furnish  "flexible 
support"  intermittently  for  the  dollar, 
and  they  insist  that  the  U.S.  do  like- 
wise, which  means  we  shall  be  buying 
back  some-  of  these  dollars  in  the 
open  market. 

Beyond  these  repurchases,  this  coun- 
try has  agreed  to  promote  a  return 
flow  of  dollars  from  abroad  by  such 
means   as   providing  new  investment 
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incentives  and,  perhaps,  making  the 
Eurodollar  market  more  accessible 
again  as  a  source  of  credit  availability 
for  American  borrowers.  Additionally, 
there  is  to  be  "thorough  and  urgent" 
study  of  how  some  significant  part 
of  the  foreign-held  dollar  billions 
could  be  funded  by  converting  it  into 
longer-term  U.S.  government  obliga- 
tions. And  meanwhile,  other  coun- 
tries seem  determined  to  erect  control 
barriers  that  would  encourage,  or 
compel,  dollars  to  return  to  the  U.S. 

Pressure  on  Prices 

All  this  points  to  a  forthcoming 
reduction  in  the  floating  supply  of 
dollars  abroad  and  to  a  prospective 
increase  in  the  availability  of  these 
dollars  for  investment  here  at  home, 
a  potentially  poisonous  combination 
for  short  sellers  and  other  bears.  For 
the  dollar,  it  should  mean  firmer 
prices,  sooner  or  later,  in  foreign-ex- 
change markets.  And  a  stronger  dollar 
should  mean,  sooner  or  later,  greater 
confidence  among  foreigners  in  U.S. 
investment  media,  including  common 
stocks,  a  large  majority  of  which  has 
lately  fallen  to  extraordinarily  de- 
pressed prices  relative  to  current  and 
foreseeable  earnings  and,  in  many 
cases,  also  to  replacement  costs  of 
underlying  assets. 

Meanwhile,  the  floating  supply  of 
common  stocks  is  being  diminished 
by  corporations'  repurchases  of  their 
own  shares  at  these  depressed  price 
levels  (Forbes,  Mar.  15).  Note  that, 
here  too,  we  are  dealing  with  a  "buy- 
ing back"  trend,  though  of  course  not 
one  arising  from  prior  short  sales. 
Nevertheless,  it  strikes  me  as  tech- 
nically very  constructive  that  cor- 
porate stock  repurchase  plans  an- 
nounced through  early  March  seem 
to  have  set  an  alltime  record  at  over 
50  million  shares,  involving  perhaps 
well  above  $1  billion  and  equal  to  al- 
most three  times  the  mid-February 
NYSE  short  interest.  Together  with 
this  phenomenon,  a  few  billion  dol- 
lars returned  home  could  eventually 
produce  the  equivalent  of  a  major 
"short  squeeze"  and  thus  higher  prices 
for  the  market  at  large.   ■ 
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The 
Market 
Outlook 

By  Sidney  B.  Lurie 


A  Stop-And-Go 
Market 


It's  easy  to  take  the  position  that 
the  key  unknown  today  is  when  or 
whether  inflationary  price  trends  will 
lessen.  For  any  slowing  of  the  recent- 
ly alarming  rate  of  increase  in  the  cost 
of  living  could  have  widespread  fa- 
vorable repercussions.  Illustrative  of 
the  point:  A  decline  in  inflationary  ex- 
pectations would  be  reflected  in  the 
interest  rate  structure,  soften  labor's 
demands  at  coming  contract  negotia- 
tions, and  strengthen  the  position  of 
the  dollar  in  the  international  ex- 
change markets.  The  plain  fact  is  that 
neither  the  economy  nor  the  stock  mar- 
ket prospers  in  an  inflationary  envi- 
ronment, and  a  slowed  rate  of  price 
increases  would  strengthen  investor 
psychology. 

But  the  institutionalization  of  the 
stock  market  raises  an  equally  impor- 
tant question:  Has  the  emphasis  on 
so-called  earnings  visibility  been  car- 
ried to  an  extreme?  For  example,  a 
selected  list  of  15  growth  stocks  that 
might  be  found  in  the  usual  bank-ad- 
ministered pension  fund  portfolio  now 
sells  at  an  average  of  about  57  times 
last  year's  earnings  and  about  47 
times  this  year's  possible  earnings.  In 
contrast,  15  representative  cyclical 
companies,  all  dominant  in  their  par- 
ticular field  of  endeavor,  are  selling 
for  an  average  of  about  10  times  last 
year's  earnings  and  roughly  9  times 
1973  earnings  possibilities. 

Price  Vulnerability 

True,  the  huge  concentration  of 
investible  funds  in  the  hands  of  pen- 
sion plan  administrators  in  effect 
makes  the  change  in  issue  interest  al- 
most a  self-fulfilling  commitment.  It's 
likewise  true  that  the  thesis  of  con- 
centrating commitments*  in  growth 
areas  is  well  documented  by  history. 
Moreover,  the  buyers  who  ordinarily 
were  willing  to  attempt  to  capitalize 
on  cyclical  developments  now  are 
largely  absent  from  the  marketplace. 
But  I  suspect  that  the  very  popularity 
of  the  growth  stock  thesis  introduces 
an  element  of  potential  price  vulner- 
ability. I  also  question  the  validity  of 
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the  premise  that  any  so-called  growth 
stock  in  effect  is  "a  one-decision  stock" 
(i.e.,  one  need  not  be  concerned 
about  when  to  sell) . 

In  short,  I  suspect  that  the  line  of 
demarcation  being  drawn  between 
cyclical  and  growth  companies— the 
definition  of  what  constitutes  cycli- 
cality— is  being  applied  just  a  little 
bit  too  broadly.  Illustrative  of  the 
point,  I  have  no  quarrel  with  those 
who  believe  this  year's  dramatic  gain 
in  automobile  company  earnings  isn't 
likely  to  be  duplicated  in  1974.  But 
the  accompanying  belief  that  the  cur- 
rent sales  boom  is  borrowing  from 
1974  could  be  an  oversimplification. 
I  doubt  that  there  has  been  any  "over- 
buying" of  cars  in  relation  to  ability 
to  pay.  And  basic  domestic  demand 
may  be  helped  by  the  higher  prices 
now  carried  by  imported  cars.  Above 
all,  the  automotive  Big  Three  today 
are  selling  at  only  about  7.3  times 
this  year's  earnings  possibilities  and 
8.5  times  1972  earnings.  These  his- 
torically low  multiples  should  leave 
room  for  interesting  percentage  ap- 
preciation possibilities,  given  only  a 
modest  change  in  the  popular  ap- 
praisal of  the  industry  outlook. 

I  similarly  suspect  that  the  paper 
industry  has  lost  its  past  cyclically 
inasmuch  as  coming  increases  in  ca- 
pacity will  be  much  less  than  pro- 
jected demand,  which  means  a  strong- 
er operating  environment  than  in  the 
past.  In  turn,  this  brings  to  mind  Mar- 
cor  (around  23,  paying  HO  cents),  for 
the  Container  Corp.  division  is  like- 
ly to  enjoy  a  record  alltime  profit  in 
1973.  Granted  that  the  Montgomery 
Ward  division  has  lagged  behind  its 
major  competitor,  the  lac  t  remains 
that  it  is  benefiting  from  the  nation- 
wide explosion  in  retail  demand.  Mar 
cor's  total  earnings  in  the  fiscal  \e.u 
ending  next  January  could  he  in  the 
area  of  $2.  f()  per  share  (before  dilu- 
tion) as  compared  \\  ith  the  $2, 17  per- 
share  profit  reported  for  the  1972-73 
fiscal  year. 

In  my  opinion,  it's  a  little  too  BBS) 
to  dismiss  a  company  such  as  Su  ill 
(around  30,  paying  7.1  cents)  on  the 
grounds  that  the  meat-packing  indus- 
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try  is  too  cyclical  for  sophisticated 
long-term  interest.  The  practical  fact 
is  that  a  major  corporate  rehabilitation 
instituted  by  an  aggressive  new  man- 
agement resulted  in  earnings  having 
more  than  doubled  between  1968  and 
1972.  And  this  year's  profits  could 
reach  another  record  high  in  the 
$3.50-$3.75  area  as  compared  with 
$2.90  in  fiscal  1972.  Too  little  atten- 
tion probably  is  being  paid  to  such 
constructive,  beneath-the-surface  con- 
siderations as  the  fact  that  manage- 
ment ability  to  profitably  manage  to- 
day's limited  number  of  plants  is  vast- 
ly better  than  it  was  years  ago  when 
Swift  was  saddled  with  a  number  of 
inefficient,  obsolete  facilities.  The 
company's  nonmeat-packing  activities 
—chemicals,  petroleum  and  an  impor- 
tant fertilizer  division  which  is  prob- 
ably enjoying  the  biggest  year  in  its 
history— should  be  better  contributors 
to  total  profits  than  last  year. 

Evaluate  the  Assets 

On  overall  view,  it  seems  to  me  that 
the  major  psychological  impact  of  the 
rise  in  interest  rates— the  slowing  rate 
of  credit  expansion— now  may  be  over. 
Whatever  the  increase  in  rates  from 
here  on  out,  they  will  be  more  a  nat- 
ural reflection  of  the  expansion  in 
business  activity  than  of  demand  ex- 
aggerated by  fear  of  a  crunch  (as  is 
the  case  today).  And  the  pressures 
should  lessen  in  the  second  half  of 
the  year.  In  my  opinion,  the  credit 
background  today  is  different  from 
that  of  1969-70  when  there  was  mas- 
sive disintermediation,  little  or  no 
growth  in  the  money  supply,  prac- 
tically no  credit  availability.  Condi- 
tions today  are  almost  the  reverse  in 
each  respect. 

My  point  is  that  with  stocks  "cheap" 
by  almost  all  statistical  yardsticks,  the 
market  is  in  a  position  where  it  can 
stop  and  evaluate  what  it  has  in  its 
favor  rather  than  continue  to  worry 
about  the  dire  possibilities  which  may 
never  become  reality.  For  example, 
the  coordinated  effort  to  ease  infla- 
tionary pressures  via  restraint  on  gov- 
ernment spending  and  less  liberal 
credit  policies  should  tend  to  stretch 
out  the  business  boom.  The  lessons  of 
the  past  are  so  well  known  that  our 
ability  to  avoid  fatal  errors  is  perhaps 
better  than  it  was  in  prior  years. 
The  history  of  the  advance  between 
May  1970  and  January  1973  is  one 
of  recurrent  periods  of  skepticism  and 
pessimism.  In*  other  words,  the  rise  in 
the  Dow  from  627  in  May  1970  to 
1067  this  January  was  essentially  a 
stop-and-go  affair.  With  this  likewise 
a  "stop-and-go"  environment,  I  be- 
lieve there  is  risk  in  mistaking  the 
change  in  speculative  mood  for  a 
barometer  of  things  to  come.   ■ 
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Stock 
Trends 

By  Myron  Simons 


Somebody's  Trying 

To  Tell 

Us  Something 


You  are  the  president  of  a  large  cor- 
poration listed  on  one  of  the  major 
stock  exchanges.  For  years  you  and 
your  board  of  directors  have  been  in- 
terested in  acquisitions,  but  they've 
been  hard  to  come  by.  For  one  thing, 
most  of  the  good  possibilities  want  an 
arm  and  a  leg,  and  they  want  to  be 
paid  with  your  depressed  stock  rather 
than  cash.  Then  there  are  the  prob- 
lems of  really  knowing  the  other  com- 
pany well  enough  and  of  meshing 
your  two  managements.  Finally  there 
are  antitrust  laws  to  think  of:  You 
may  find  yourself  having  to  break  up 
a  merger  even  after  it  has  been  a 
fact  for  a  year  or  longer,  with  all 
of  the  expense  that  involves.  So  your 
company,  like  many  others,  just  keeps 
accumulating  cash  without  being  able 
to  spend  it. 

Of  course,  there  is  an  easy  answer 
to  the  problem.  You  can  buy  in  your 
own  stock.  No  management  problems. 
No  legal  problems,  and  you  know 
more  about  the  future  of  the  compa- 
ny than  anyone  else  in  the  world. 

That's  why  the  number  of  compa- 
nies announcing  plans  to  buy  in  their 
stock  has  been  increasing  in  epidemic 
proportions;  the  process  is  being 
spurred  by  the  fact  that  except  for  a 
few  glamour  issues,  the  market  is 
filled  with  stocks  selling  for  price/ 
earnings  multiples  that  are  at  the  low 
for  a  decade  or  more,  and  often  below 
book  value.  One  advisory  firm  has 
pointed  out  that  there  may  be  some 
months  where  there  will  be  net  re- 
demptions of  stocks,  that  is,  periods 
when  more  dollars  are  being  spent  by 
companies  which  are  buying  in  their 
own  shares  than  are  being  put  into 
new  stock  issues. 

A  Signal 

Only  a  few  years  ago,  the  mere  sug- 
gestion that  the  management  of  a 
company  thought  that  its  stock  was  so 
undervalued  that  it  was  considering 
buying  in  a  large  number  of  shares 
would  have  packed  pure  dynamite. 
But  now  the  announcements  are  greet- 
ed with  a  yawn.  Unless  the  company 

Mr.    Simons,   a  guest  columnist,    is  director  of  re- 
search at  the  securities  firm  of  Weeden  &  Co. 


is  one  of  Wall  Street's  chosen  few, 
there's  almost  nothing  it  can  do  to  at- 
tract attention— except,  perhaps,  to  re- 
port bad  news,  in  which  case  it  will 
be  sold  down  unmercifully. 

However,  add  it  all  up,  and  it 
amounts  to  a  signal.  A  lot  of  very 
smart  people  are  trying  to  tell  us 
something.  Hundreds  of  managements 
are  telling  us  with  cash  on  the  barrel- 
head that  their  stocks  are  cheap. 
And  this,  I  am  convinced,  is  a  cumu- 
lative message  that  the  stock  market 
as  a  whole  is  cheap.  Since  the  opin- 
ion comes  from  highly  qualified  ex- 
perts, it  should  be  taken  at  least  as 
seriously  as  any  consensus  of  invest- 
ment advisers. 

Value  or  Growth 

With  few  exceptions  the  companies 
have  been  able  to  buy  all  the  stock 
they  wanted  at  prices  only  slightly 
higher  than  those  that  prevailed  be- 
fore they  started.  The  reason  is  that 
with  institutional  dominance,  stock 
buying  has  become  a  style-conscious 
industry.  Few  of  us  would  be  caught 
coming  to  work  wearing  celluloid  col- 
lars and  cutaway  coats.  Just  so,  most 
institutional  buyers,  both  here  and  in 
Europe,  have  concentrated  on  a  hand- 
ful of  stocks,  and  regard  other  stocks, 
no  matter  how  cheap,  as  celluloid  col- 
lars and  cutaway  coats. 

Who's  right  about  the  market? 
The  value-oriented  company  manage- 
ments? Or  the  growth-minded  insti- 
tutional  fund   managers?   Until    now, 


it's  been  a  one-way  street  favoring 
growth.  A  huge  number  of  the  old 
blue-chip  stocks  are  selling  the  way 
unadvertised  brands  sell  in  a  retail 
store— at  a  considerable  discount  over 
the  advertised  products  even  though 
the  less  publicized  brand  may  rep- 
resent a  far  better  value. 

It's  precisely  at  a  time  like  this  that 
stock  markets  really  are  cheap.  Even 
the  bears,  except  for  a  few  wild  ones, 
believe  that  the  market  will  become 
a  buy  if  it  gets  to  the  880-900  level 
of  the  Dow  Jones  industrial  averages, 
and  that's  really  not  very  far  below 
the  prices  of  a  couple  of  weeks  or  so 
ago.  When  the  expected  low  gets 
as  close  as  that,  the  stock  market 
generally  doesn't  continue  to  fall;  it 
goes  up  instead. 

Top  Drawer 

If  that's  true,  there  are  a  horde  of 
stocks  that  seem  worth  buying  now. 
Most  of  them  are  what  we  used  to 
call  the  "blue  chips"  until  the  market 
became  obsessed  with  growth.  Below 
is  a  list  of  a  number  of  companies 
whose  names  are  like  a  roll  call  of  the 
greats  of  American  industry.  I've  add- 
ed columns  of  the  commonly  expect- 
ed earnings  per  share  and  the  price/ 
earnings  multiples.  The  list,  by  the 
way,  is  just  a  sampling  of  great  com- 
panies—a leading  name  per  industry. 
A  complete  list  of  quality  companies 
with  depressed  stocks  would  be  far 
too  long. 

The  market  now  seems  to  have 
absorbed  a  few  calamities  without 
coming  apart.  It  is  hard  to  envision 
another  decline  as  sharp  as  the  one 
that  we  have  already  experienced  in 
January,  and  that's  generally  a  sign 
that  we're  pretty  near  the  market  bot- 
tom. Meanwhile,  so  many  stocks  are 
on  the  bargain  counter  that  it's  hard 
to  count  them. 

At  the  risk  of  sticking  my  neck  all 
the  way  out,  I'll  say  this:  Once  the 
trend  shifts  from  the  Glamour  Bou- 
tique to  the  Quality  Bargain  Base- 
ment, there  won't  be  much  room  on 
the  escalators.   ■ 


Bargain  Blue 

Price 

Chips 

1973 
Earnings  (Est.) 

P/E 
Multiple 

Bethlehem  Steel 
Firestone 
General  Motors 

28»/4 
223/4 

73 

$4.00 
2.55 
8.50 

7.0 
9.0 
8.6 

Gulf  Oil 

International  Harvester 

Kennecott 

253/4 
34% 
28»/8 

2.60 

3.60* 

3.10 

10.0 
9.1 
9.1 

St.  Regis 
Southern  Pacific 
Union  Carbide 

38% 
363/4 
44'/2 

3.30 
4.60 
3.90 

11.7 

8.0 

11.4 

*Fiscal  year  ends  October. 
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AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 

REGISTERED  S.E.C.   INVESTMENT  CONTRACT 

MAY  PRODUCE  INCOME 

TAXABLE  AS 
CAPITAL  GAINS 

MARCH   1973  SELLING   PRICES 

1964  GRAIN    $1.11  per  gallon 

1963  SPRING  GRAIN 1.36  per  gallon 

1962  GRAIN    2.25  per  gallon 

1961   GRAIN    4.96  per  gallon 

NEW  MacDUFF  MALT 2.71  per  gallon 

Other  malts,  ages,   prices  available.  (Prices 
subject  to  change  without  notice.) 
This  commodity  staple  is  traded  in  dollars, 
sterling  or  other  currencies— minimum  $2400. 

Please   fend    for   I'mspt  rtitx-hirhides   comprehensive 

Is    hi  .    imo-   history. 

ACCRUED  EQUITIES,   Inc. 

(Since  1954) 

Write  F.  N.  Schoenwald 

122  E.  42nd  St.,  N.Y.,  N.Y.  10017  (212)  MO  1-3595 


201st 

CONSECUTIVE 

QUARTERLY  DIVIDEND 


Brouun 

Group, 

Inc 

The  Board  of  Directors  on  February 
28,  1973  declared  a  quarterly 
dividend  of  37  y2  cents  per  share 
payable  April  2,  1973  to  share- 
holders of  record  March  15,  1973. 


i 


Index  of  Advertisers— April  1,  1973 

□  Indicated  below  are  those  advertisers  who  will  make  additional  information  or 
Annual  Reports,  as  stated  in  their  advertisements  on  the  pages  noted,  available 
to  Forbes  readers  who  write  directly  to  the  advertiser.  Those  advertisers  desig- 
nated with  an  asterisk  ^'will  provide  information  (not  Annual  Reports)  only  to 
those  who  write  directly  on  company  letterhead. 


□ 


$  ASG  INDUSTRIES  INC 53 

Agency:    Liller,  Neal,  Battle  & 
Lindsey,  Inc. 

ABRAHAM    &    COMPANY     78 

Agency:   Albert  Frank-Guenther  Law 

ACCRUED  EQUITIES,  INC 81 

Agency:   Byrde,  Richard  &  Pound,  Inc. 
ACTION  (PEACE  CORPS  &  VISTA)   ...    78 
Agency:   Havill/Bratton  & 
Associates,  Inc. 
D  ADDRESSOGRAPH  MULTIGRAPH 

CORPORATION      10 

Agency:   Tower  Advertising  and 
Marketing  Services 
AMERICAN   TELEPHONE   & 

TELEGRAPH    CO 41 

Agency:   N.W.  Ayer  &  Son  Inc. 

a  AMFAC,    INC 15 

Agency:   Hill  and  Knowlton,  Inc. 

D  AQUACIDE  COMPANY 52 

Agency:   David,  Inc. 
BABSON'S    REPORTS    INCORPORATED  74 
Agency:    Kenneth  T.  Vincent  Co. 

BROWN    GROUP,     INC 81 

Direct 
THE    BUCK   INVESTMENT   LETTER    .77 

Agency:   Albert  Frank-Guenther  Law 
BUSINESS    WEEK  69,    70,    71 

Agency:  Warren.  Muller,  Dolobowsky 

D  BUTLER     MFG.     CO 2nd    Cover 

Agency:  Valentine-Radford,   Inc. 
DC.I.T.    FINANCIAL    CORPORATION     ...      7 
Agency:    Hicks  &  Greist,  Inc. 

CHARTCRAFT,     INC 78 

Agency:   Sherman  Sackheim  &  Co.,  Inc. 

CHRYSLER     CORPORATION      47 

Agency:   Ross  Roy  Inc. 
CITIZENS    BANK  U.S.A. 
DIVISION      58 

Agency:   Marshall  John  and  Associates 

COLUMBUS   AND   SOUTHERN   OHIO 

ELECTRIC    COMPANY     62 

Agency:    Nicholas  Popa  &  Associates 

□  CONTINENTAL  TELEPHONE 
CORPORATION      65 

Agency:  Conahay  &  Lyon,  Inc. 
-;:=  CROUSE-HINDS    39 

Agency:   Grey  &  Davis  Inc. 
DIAMOND  INTERNATIONAL 
CORPORATION      78 

Agency:   Coordinated  Communications 
E.P.   DUTTON   &  COMPANY,   INC 51 

Agency:   The  Media  Department,  Inc. 

□  FERRO  CORPORATION    50 

Agency:   Watts,  Lee  &  Kenyon,  Inc. 
THE   FIRST  NATIONAL   BANK 

OF     CHICAGO      34-35 

Agency:    Foote,  Cone  &  Belding 
■"■  FIRST  NATIONAL  CITY  BANK     Back  Cover 
Agency:    Batten,  Barton,  Durstine  & 
Osborn,  Inc. 

-"'  FLORIDA  DEPARTMENT 

OF    COMMERCE     49 

Agency:    Arthur  L.  Gray  and 
Associates.  Inc. 

FUNDSCOPE      75 

Agency:    Doremus  &  Company,  Ltd. 

□  GATES  LEARJET  CORPORATION 24 

Agency:   Sullivan  Higdon  Inc. 

□  GEORGIA-PACIFIC    CORPORATION     ...    19 

Agency:   McCann-Erickson,  Inc. 
HAVERHILL'S  58     &     60 

Agency:   Kadeemah  Advertising,  Inc. 
D  INTERNATIONAL  UTILITIES  CORP.    .17 

Agency:   Marsteller  Inc. 
D  KNOTT    HOTELS    CORPORATION  38 

Agency:    Koehl,   Landis  &  Landan  Inc. 
LIGGETT  &  MYERS  INCORPORATED  42-43 

Agency:    Berger  Stone  &  Partners,  Inc. 
:;:  MCDOWELL  ENTERPRISES,  INC 60 

Agency:    Les  Hart  Agency,  Inc. 

□  McGRAW-EDISON  COMPANY    20 

Agency:   Fuller  &  Smith  &  Ross  Inc. 
MASSACHUSETTS   DEPARTMENT 
OF   COMMERCE    &    DEVELOPMENT    .      44 

Agency:  Chirurg  &  Cairns,  Inc. /Adv. 

□  MERCEDES-BENZ  OF 

NORTH   AMERICA,    INC 17 

Agency:    Ogilvy  &  Mather  Inc. 


MEXLETTER     77 

Agency:    McCann  Erickson-Stanton, 
S.A.  de  C.V. 

MILLCREEK     62 

Agency:   MAB  &  Associates 

-)[-  MITSUBISHI    AIRCRAFT 

INTERNATIONAL    63 

Agency:   Womack/Claypoole  Adv. 

DNL    INDUSTRIES,    INC 40 

Agency:   The  Marschalk  Company,  Inc. 

NEW  YORK    LIFE   INSURANCE 

COMPANY      33 

Agency:   Compton  Advertising,  Inc. 

DPAILLARD  INCORPORATED 

Bolex,   Hermes,   Hasselblad    16 

Agency:   deGarmo  Inc.  Advertising 

QPILLSBURY    INTERNATIONAL 
EXPORT   DIVISION, 

THE    PILLSBURY    COMPANY    60 

Agency:   Newsearch  Advertising, 

Communications  &  Design 

THE   POWELL   MONETARY  ANALYST    .    76 

Agency:   Friedlich,  Fearon  &  Strohmeier 
ROWE  PRICE  NEW  ERA  FUND,  INC.    .    76 
Agency:   VanSant,  Dugdale  and 
Company,  Inc. 
T.  ROWE  PRICE  GROWTH  STOCK 

FUND,    INC 74 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 

*  ROCKWELL   INTERNATIONAL    4 

Agency:   Campbell-Ewald  Company 
SCIENTIFIC    AMERICAN     67 

Agency:   Compton  Advertising,  Inc. 
SEAGRAM   DISTILLERS  COMPANY 
(SEAGRAM'S   BENCHMARK 
PREMIUM  BOURBON) 18 

Agency:   Warwick,  Welsh  &  Miller,  Inc. 

□  SHELTER    RESOURCES   CORPORATION  38 

Agency:   Marcus  Advertising,  Inc. 
SOMERSET  IMPORTERS,  LTD.  JOHNNIE 
WALKER    BLACK    LABEL    ....    3rd    Cover 

Agency:   Smith/Greenland  Company 
SPEAR  &  STAFF,   INC.    INVESTMENT 
MANAGEMENT     DIVISION     77 

Agency:   Prentice  Advertising  Inc. 

□  STATE   FARM    MUTUAL 
AUTOMOBILE    INSURANCE    COMPANY     8 

Agency:   Needham,    Harper    and    Steers 
Advertising,  Inc. 
TV  GUIDE   MAGAZINE 
Div.  of  Triangle  Publications,  Inc 61 

Agency:   N.W.  Ayer  &  Son,  Inc. 

□  TEXTRON    INC 57 

Agency:   J.  Walter  Thompson  Company 

&3M   COMPANY 

DUPLICATING   PRODUCTS    6 

Agency:    D'Arcy  MacManus  & 
Masius,  Inc. 

%  UNION    ELECTRIC    CO 51 

Agency:   Gardner  Advertising  Company 

UNITED  STATES   FIDELITY 

AND  GUARANTY  COMPANY 52 

Agency:   VanSant    Dugdale  and 
Company,  Inc. 

THE  VALUE   LINE    INVESTMENT 

SURVEY 79 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 

THE  WALL  STREET  JOURNAL     11,  12,   13 

Agency:   Batten,  Barton,  Durstine  & 
Osborn,  Inc. 

D  THE    WARNER    &    SWASEY    COMPANY      3 

Agency:   The  Griswold-Eshleman  Co. 

WESTERN    INDUSTRIAL    BANK    62 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 

WHEELS,     INC 14 

Agency:  Marvin  H.  Frank  &  Co.,  Inc. 

WHITE.   WELD   &  CO. 

INCORPORATED      72 

Agency:   Gaynor  &  Ducas,  Inc. 

D WHITNEY   HARRIS   FINANCIAL 

OPPORTUNITIES   GROUP    52 

Agency:   Gardner    Advertising    Company 
XEROX     CORPORATION  54-55 

Agency:   Needham,    Harper    and    Steers 
Advertising,  Inc. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


lit:  that  judges  not  well  of  the  im- 
portance of  his  affairs,  though  he  may 
be  always  busy,  he  must  make  but  a 
small    progress.         —William    Penn 


From  above  we  can  hear  the  crowd 
below  growling  and  grumbling  and 
taking  it  easy.         —Robert  Dollar 


*  The  same  disappointments  in  life 
will  chasten  and  refine  one  man's 
spirit,  embitter  another's. 

—William  Mathews 


See  first  that  the  design  is  wise  and 
just;  that  ascertained,  pursue  it  reso- 
lutely. —Shakespeare 


Success  isn't  a  result  of  spontaneous 
combustion.  You  must  set  yourself  on 
fire.  —Arnold    Glasow 


Be  a  philosopher,  but  amid  all  your 
philosophy,  be  still  a  man. 

—David  Hume 


An  action  is  essentially  good  if  the 
motive  of  the  agent  be  good,  regard- 
less of  the  consequences.         —Kant 


Ambition,  having  reached  the  sum- 
mit, longs  to  descend.     — Corneille 


Unless  above  himself  he  can  erect 
himself,  how  poor  a  thing  is  man! 

—Samuel  Daniel 


Even  in  social  life,  it  is  persistency 
which  attracts  confidence  more  than 
talents  and  accomplishments. 

— Edwix  P.  Whipple 


Man  is  a  wonder  to  himself;  he  can 
neither  govern  nor  know  himself. 

—Benjamin  Whichcote 


Today's    put-off   objectives    reduce 
tomorrow's  achievements. 

—Harry  F.  Banks 


When  blocked  or  defeated  in  an 
enterprise  I  had  much  at  heart,  I  al- 
ways turned  immediately  to  another 
field  of  work  where  progress  looked 
possible,  biding  my  time  for  a  chance 
to  resume  the  obstructed  road. 

—Charles  W.  Eliot 


Talk  that  does  not  end  in  any  kind 
of  action  is  better  suppressed  alto- 
gether. —Thomas  Carlyle 


B.  C.  FORBES 

No  man  can  fight  his  way  to 
the  top  and  stay  at  the  top 
without  exercising  the  fullest 
measure  of  grit,  courage,  deter- 
mination, resolution.  Every  man 
who  gets  anywhere  does  so  be- 
cause he  has  first  firmly  resolved 
to  progress  in  the  world  and 
then  has  enough  stick-to-it-ive- 
ness  to  transform  his  resolution 
into  reality.  Without  resolution, 
no  man  can  win  any  worthivhile 
place  among  his  fellow  men. 


There  is  no  power  in  man  greater 
to  effect  anything  than  a  will  deter- 
mined to  exert  its  utmost  force. 

—Richard  Cumberland 


Allow   time    and   moderate   delay; 
haste  manages  all  things  badly. 

— Statius 


There  are  three  marks  of  a  superior 
man:  being  virtuous,  he  is  free  from 
anxiety;  being  wise,  he  is  free  from 
perplexity;  being  brave,  he  is  free 
from    fear.  —Confucius 


Both  fortune  and  love  befriend  the 
bold.  —Ovid 


The  world  will  commonly  end  by 
making  men  what  it  thinks  them. 

—Henry  Taylor 


The  great  high  road  of  human  wel- 
fare lies  along  the  old  highway 
of  steadfast  well-doing. 

—Samuel  Smiles 


Nothing  is  too  high  for  the  daring 
of  mortals;  we  storm  heaven  itself  in 
our    folly.  —Horace 


Courage  is  the  supreme  virtue,  be- 
cause it  is  the  guarantor  of  every  other 
virtue.  —Bergen  E\  \\s 


The  man  with  the  average  mentali- 
ty, but  with  control,  with  a  definite 
goal,  and  a  clear  conception  of  how- 
it  can  be  gained,  and  above  all,  with 
the  power  of  application  and  labor, 
wins  in  the  end. 

—William  Howard  Taft 


A  Text  .  . 


Sent  in  by  James  G.  Neal,  Titus- 
ville,  Fla.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


For  we  brought  nothing  into  this 
world,  and  it  is  certain  tic  can  carry 
nothing  out.  —I  Timothy  6:7 
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APRIL  15, 1973  /  SEVENTY-FIVE  CENTS 


A  New  Breed 
of  Tycoon 


•  -^ 


UOP  TEAMWORK  IN  TECHNOLOGY 


« 


THE 


Mr.  Price:  By  1976  air 
pollution  from  new  cars  will 
be  nearly  eliminated  by 
factory-installed  controls 
using,  in  many  cases,  our 
UOP  emission  control 
catalysts.  This  won't  help 
the  older  cars,  though.  A 
single  1968  car,  on  the 
average,  will  pollute  the 
atmosphere  as  much  as 
thirty-two  1976-model  cars 

Mr.  Logan:  That's  why 
there's  a  big  potential  for 
effective  retrofit  devices  such 
as  our  Mini-Verter™.  Millions  of 
people  live  in  severely-polluted 
areas  that  can't  wait  ten  years, 
Bob,  until  new  cars  with 
emission  controls  replace 
the  older  cars. 


END  OF 
THE  BEGINNING!' 

Highlights  of  a  dialog  between  John  O.  Logan,  President  of 
Universal  Oil  Products  Company,  and  W.  Robert  Price,  Jr., 
Corporate  Vice  President. 


Mr.  Price:  The  Mini-Verter 
certainly  has  a  lot  of  ad- 
vantages for  use  in  regional 
air  quality  programs.  It's 
simple,  easy  to  install  and 
effective.  Road  tests  show 
that  on  a  1972  automobile 
the  Mini-Verter  reduces 
harmful  reactive  emissions 
by  about  75%.  On  older,  pre- 
controls  cars,  the  Mini-Verter 
Retrofit  System  will  remove 
about  one  ton  of  pollution  per 
year! 

Mr.  Logan:  Tests  also  show  the 

Mini-Verter  catalyst  remains 

active  over  50,000  miles,  with 

only  minor  maintenance  at 


25,000.  But  the  best  news  is  that 
use  of  the  Mini-Verter  makes  it 
possible  to  tuneup  a  car  for  peak 
performance  while  reducing 
pollution  at  the  same  time. 

Mr.  Price:  Fleet  operators  will 
be  happy  to  learn  the  Mini-Verter 
System  costs  one-third  to  one- 
fifth  as  much  as  liquefied  gas 
conversions  and  with  none  of 
the  inconveniences.  Emissions 
are  even  lower,  too ! 

Mr.  Logan:  Perhaps  the  end  of 
the  battle  for  cleaner  air  is  in  sight. 

Mr.  Price:  At  least,  John,  with 
the  help  of  our  new  Automotive 
Products  Division,  it  may  be  the 
end  of  the  beginning  of  the  fight. 


Write  for  free  booklets  on  UOP's  stake  in  the  environment  crisis,  Ten  UOP  Plaza.  Des  Plaines,  III.  60016. 


...the  best  lock  box  processor 

in  the  country! 


Myung  works  for  C&S.  She  works  on  the  GAF 
Corporation  lock  box  account. 

-Recently,  GAF  Corporation  rated  the  banks 
operating  all  of  their  lock  boxes  throughout  the 
country.  They  compared  efficiency,  speed,  cour- 
tesy and  accuracy.  When  results  were  tallied,  C&S 
and  Myung  Ginzel  were  at  the  top  of  the  list. 


Myung  is  representative  of  the  dedicated  staff 
of  trained  professionals  who  process  all  447  C&S 
lock  box  accounts.  Each  month,  they  process 
over  1 ,500,000  items— with  incredible  accuracy. 
They're  the  best  in  the  business. 

Is  anything  less  than  the  best  good  enough  for 
your  business? 


c*s 


The  Citizens  and  Southern  Banks  in  Georgia 


Member  F.D.I.C. 


It  takes  5700  pounds 
of  ore  to  silver 
her  mirror 


To  get  enough  silver  to  back  a  full-length 
mirror,  we  must  mine  approximately 
5700  pounds  of  ore. 
Asarco  is  the  world's  leading  refiner 
of  silver.  Both  newly  mined  and  recycled. 
This  sensitive  metal  plays  a  vital  role 
in  film,  copy  paper,  printed  circuits, 


electrical  switches,  batteries,  tableware, 

commemorative  coins,  jewelry  and  medicine, 

to  name  a  few. 

And  the  demand  for  silver  keeps  on  rising. 

It's  one  of  24  basic  materials  we  supply 

to  users  everywhere.  Headquarters  at 

1 20  Broadway,  New  York,  N.Y.  1 0005. 
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The  Crane  Chempump"  at  work  in  Baytown,  Texas. 


Gas-odor  plant 
without  gas-odor  problems 
for  the  neighborhood. 


Right  across  the  highway  from  a 
residential  community,  the  Natural 
Gas  Odorizing  Division  of 
Helmerich  &  Payne,  Inc. 
manufactures  the  chemical  that 
gives  odorless  and  highly  volatile 
natural  gas  its  acrid,  and  often 
life-saving,  smell. 

Leakage  of  this  odor  once 
caused  a  considerable  problem. 
But  the  company's  engineers 
solved  it,  working  with  Crane. 
They  replaced  standard  cen- 
trifugal pumps  with  the  Crane 
Chempump:  the  leakproof,  canned 
motor  pump.  End  of  leakage.  End 
of  odor  problem.  End  of  extra 
maintenance  costs  and  product 
losses.  End  of  story. 

The  Crane  Chempump.  Serving 
chemical  processing,  nuclear 
power  plants  and  other  industries 
where  pump  leakage  is  a  major 


pollution,  health  or  safety  consideration. 
Crane:  Leaders  in  products  and  tech- 
nologies to  clean  up  ou r  waters 
and  the  air  we  breathe.  For 
further  information  contact: 
Crane  Co.,  300  Park  Avenue, 
New  York,  New  York  10022. 
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Keep  Trying 


Like  a  good  salesman,  a  good  reporter  must  be  persistent.  Take  the  article 
on  Milwaukee's  Briggs  &  Stratton  in  this  issue.  B&S  has  rarely  talked  with 
the  press.  Associate  Editor  William  Reddig  decided  it  was  time  to  part  this 
particular  balance-sheet  curtain.  He  was  getting  nowhere.  Secretaries 
shunted  calls.  They  promised  to  call  back.  They  never  did.  One  day,  sheerly 
by  accident  it  seemed,  Chairman  Frederick  L.  Stratton  picked  up  his  own 
telephone.  "Sure,  we'd  be  happy  to  talk  to  Forbes,"  he  said.  As  cheerfully 
as  if  such  things  happened  every  day. 

A  few  days  later  Reddig  was  on  his  way  to  Milwaukee. 

"Briggs  &  Stratton,"  Reddig  says,  "is  a  Plain-Jane  operation  with  its  mind 
on  the  engine  business,  not  on  corporate  pomp  and  circumstance.  Work 
starts  at  eight  a.m.  in  the  sprawling  Wauwatosa  plant— and  that  goes  for 
executives,  too;  the  executive  offices  are  only  a  few  steps  away  from  the 
production  lines  and  they  are  simply  furnished.  Mostly  the  executives 
lunch  in  one  of  the  company's  two  employee  cafeterias." 

This  rolled-sleeves  approach  pays  off.  This  fiscal  year,  Briggs  &  Stratton 
will  earn  something  like  30%  on  stockholders'  equity— and  that  without  any 
real  capital  leverage.  Read  how  they  do  it  in  "The  Little  Engine  Company 
That  Can"  (p.  24). 


Forbes-  Faberge 


Spring  Flowers  Egg 


In  the  travertine  marble  lobby  of  the 

Forbes  Building  at  60  Fifth  Avenue 

in  New  York  is  a  permanent  display 

of  art  objects  created  by  Peter  Carl 

Faberge.   For  those  of  you  who  are 

not  familiar  with  the  collection  from 

the  series   of  advertisements   Forbes 

Magazine    has    run    over    the    years, 

Faberge  was  the  great  court  jeweler 

of  Imperial  Russia.  He  was  a  Russian 

of  French  Huguenot  descent,  whose 

family   settled   in    Russia   after   being 

driven  out  of  France  in  the  late  1600s. 

In  1882  Czar  Alexander  first  saw  some 

of    Faber  ge's    fabrications.     He    was 

deeply  impressed.  They  were  light,  delicate  and  often  fantastic.  Just  the 

thing,  the  Czar  felt,  to  relieve  the  gloom  that  had  so  often  possessed  his  wife 

since  the  assassination  of  the  previous  Czar,  Alexander's  father. 

Alexander  commissioned  Faberge's  workshop  to  produce  a  magnificent 
series  of  eggs  and  other  jeweled  and  enameled  objects.  The  Czar  presented 
the  eggs  to  his  wife,  usually  on  Easter,  and  the  imperial  family  presented 
many  of  the  other  objects  to  favored  subjects.  Alexander's  successor,  the 
ill-fated  Nicholas,  presented  the  eggs  to  both  his  wife  and  his  mother.  All 
in  all,  58  eggs  and  scores  of  other  pieces  were  created  for  the  imperial 
family.  The  Forbes  Magazine  collection  of  five  imperial  eggs  is  the  largest 
outside  the  Kremlin  itself. 

For  the  time  being,  the  display  cases  are  empty.  The  entire  collection 
has  been  moved  to  the  New  York  Cultural  Center.  If  you  have  been 
curious  to  see  the  collection  and  happen  to  be  in  the  New  York  area 
this  month  and  next,  the  collection  will  be  on  display  there  until  May  22. 
The  address  of  the  New  York  Cultural  Center  is  2  Columbus  Circle.  ■ 


With  millions  of 
housewives  to  please, 
food  processors  have 
to  be  fussy.  That's  why 
they  buy  their  kettles 
and  mixers  from  our 
Lee  Metal  Products  Co., 
maker  of  specialized 
corrosion-resistant  batch 
processing  equipment 
forthe  chemical,  pharma- 
ceutical, cosmetic  and 
food  industries. 

Through  a  variety 
of  operations  such  as 
Lee  Metal,  N  L  meets 
the  worldwide  needs  of 
modern  industry,  supply- 
ing a  wide  range  of  fabri- 
cated products,  metals, 
chemicals  and  services. 
To  learn  more  about  us, 
send foryour copy  of 
our  latest  Annual  Report. 
Write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 
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Business 


Early  Warning? 

Did  the  mutual  funds  know- 
something  other  investors  didn't? 
Funds  were  once  holders  of  Equity 
Funding  Corp.  But  according  to 
Wiesenberger's  Facts  on  the  Funds, 
none  recently  held  the  stock;  the 
last,  Selected  Special  Fund,  sold 
out  late  in  1972.  However,  plenty 
of  other  institutions  were  caught 
when  the  Wall  Street  Journal  broke 
the  scandal  early  this  month,  in- 
cluding Fidelity  Corp.  of  Virginia, 
Ford  Foundation  and  a  raft  of 
banks,  insurance  companies  and 
foreign  investors;  many  were  pur- 
chasers of  various  Equity  Funding 
debentures  issued  in  the  last  few 
years. 

Earnings  Outlook:  Partly  Cloudy 

Now  that  the  SEC  has  ruled 
that  companies  may  make  earnings 
projections  if  they  wish,  what  val- 
ue do  such  projections  have  for 
investors?  A  study  by  the  Finan- 
cial Executives  Institute  throws 
some  light  on  the  subject.  On  a 
quarterly  basis,  slightly  over  half 
of  the  338  companies  surveyed 
achieved  earnings  levels  within  5% 
of  their  forecasts,  while  85%  were 
within  10%  of  the  target.  Longer 
term  crystal  ball  gazing  is  consid- 
erably more  cloudy,  however:  30% 
of  the  companies'  projections  for 
yearly  earnings  varied  more  than 
10%  from  actual  results  and  13% 
were  more  than  20%  off  estimates. 

What  Lola  Wants 

One  of  the  ironies  in  current  af- 
fairs is  the  fact  that  even  as  the 
Food  &  Drug  Administration  gets 
tougher  with  drug  companies,  in- 
sisting that  they  prove  the  efficacy 
as  well  as  the  safety  of  the  drugs 
they  market,  consumers  are  clam- 
oring for  other  drugs  on  the  basis 
of  unadvertised  and  largely  nn- 
proven  claims.  A  prime  example  is 
vitamin  E.  All  a  company  has  to  do 
to  cash  in  is  produce  it.  Faraday 
Laboratories,  for  example,  has  come 
out  with  vitamin  E  skin  oil  at 
$5.95  per  ounce  and  vitamin  E 
moisture  cream  at  $4.95.  A  compa- 
ny spokesman  says  he  doesn't  know 
precisely  what  the  products  do 
but  says  sales  will  be  great. 


Goodbye  to  the  Good  Life 

Little  by  little  the  once-imposing 
software  empire  of  Los  Angeles- 
based  Computer  Sciences  Corp. 
shrinks.  For  fiscal  1972  (ended 
Mar.  31)  the  company,  a  Wall 
Street  highflier  in  the  late  Sixties, 
showed  a  per-share  loss  of  $2.67, 
more  than  all  the  "earnings"  it  had 
reported  since  its  founding  in  1959. 
*For  fiscal  1973,  the  company  off- 
set another  big  loss  by  selling  a 
subsidiary.  And  now  in  a  further 
effort  to  save  money  it  is  moving  its 
headquarters  out  of  an  elegant 
suite  in  Century  City  back  to  a 
modest  building  in  El  Segundo,  an 
industrial  suburb  of  Los  Angeles, 
where  its  two  major  operating  divi- 
sions are  located. 

Reporting  on  Reporting 

How  well  do  local  news  sources 
serve  local  consumers?  That's  a 
question  that  is  getting  the  full 
attention  of  Media  &  Consumer,  a 
new  journalism  review  generated 
by  Consumers  Union.  The  publica- 
tion plans  to  report  critically  on 
what  the  media  around  the  country 
are  doing  for  consumers.  Target 
audience  includes  journalists,  busi- 
nessmen, government  watchdogs, 
educators  and  consumers.    ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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Xerox  can  give  your  salesmen 
more  to  show  for  a  hard  day's  work 
than  a  hard  day's  work. 


The  trouble  with 
many  salesmen  isn't 
that  they  don't  sell  hard 
enough.  It's  that  they 
don't  sell  well  enough. 

At  Xerox  Learning 
Systems  we  have  a 
Professional  Selling 
Skills  program  designed 
to  help  salesmen  sell 
better. 

It  works  for  your 
salesmen  because  it 
trains  them  to  analyze 
their  own  sales 
techniques  and  to 
apply  the  correct 
technique  at  the  right 
time. 

It  works  for  your 
company  because  it 
can  easily  be  adapted 
to  your  product  and 
your  way  of  selling.  It 
doesn'tiieed  outside 
administrators  or  a 
central  training 
location.  You  can  use 
it  either  as  a  separate 
unit  or  modify  it  to 
fit  within  your  present 
training  program. 


All  in  all,  the 
Professional  Selling 
Skills  program  means 
your  salesmen  will 
come  away  with 
something  more  to 
show  for  a  hard  day's 
work  than  a  lot  of 
"no-thank-you's" 

For  more  informa- 
tion about  how  to 
improve  your  sales  by 


XEROX®  is  a  trademark  of  XEROX  CORPORATION. 


improving  your 

salesmen,  please  write 

Xerox  Learning 

Systems,  600  Madison 

Avenue,  New  York, 

N.Y  10022. 

You  don't  need 

new  men.  You  need 

new  methods. 

Xerox  Learning  Systems 


XEROX 


ONE  OF  THE 

BEST  THINGS  ABOUT  AN 

INDUSTRIAL  INDEMNITY  AGENT: 

OESN'T 
HAVE  TO  SELL  YOU 
INDUSTRIAL  INDEMNITY 
INSURANCE. 


There  are  two  kinds  of  insurance  agents. 

Those  who  work  for  only  one  company 
and  independent  agents  who  represent  many 
companies. 

Industrial  Indemnity  is  a  major  Crum  & 
Forster  insurance  company.  And  like  all  of 
Crum  &  Forster's  6,300  producers,  the  2,200 
agents  and  brokers  who  represent  Industrial 
Indemnity  are  independent.  They  handle  our 
workmen's  compensation,  property  and 
casualty  insurance,  and  other  companies' 
insurance  as  well.  So  when  they  make  a  recom- 
mendation, they  have  no  obligation  to  suggest 
our  insurance.  Or  anybody  else's. 

This  independence  obviously  frees  the  agent 
to  give  you  the  kind  of  objective  advice  you 
already  expect  from  an  accountant  or  a  lawyer. 

If  one  of  our  agents  examines  your  situation 
and  then  recommends  one  of  our  competitors' 
policies,  he's  simply  doing  the  job  you  and  we 
want  him  to  do.  You  get  the  right  coverage 
at  the  right  price.  When  you're  satisfied, 
he  knows  you'll  continue  to  do  business  with 
him.  And  we're  motivated  constantly  to 
improve  our  coverage  and  service. 

So  far,  the  Crum  &  Forster  companies  have 
done  extremely  well  amid  this  unusually 
intense  competition.  C&F  provides  personal 
and  business  insurance  that  ranges  from 
homeowners,  auto,  boat  and  marine,  to  work- 
men's compensation  policies.  And  in  a  field 
of  over  2,700  property  and  casualty  groups, 
Crum  &  Forster  is  number  16.  C&F's  total 


premium  volume  is  $666.8  million,  its  net 
worth  is  $432.4  million,  and  assets  are  over 
$1.4  billion. 

For  over  75  years,  the  Crum  &  Forster 
Insurance  Companies  have  been  writing  insur- 
ance only  through  independent  agents.  And 
while  everything  in  this  experience  has  proven 
the  value  to  you  of  using  them,  it's  just  as 
important  for  you  to  get  the  right  one. 

There  are  over  300,000  independent 
insurance  agents  in  the  country.  But,  as 
we  said,  only  2,200  of  them  have  been 
appointed  to  handle  Industrial  Indemnity. 
All  of  our  agents  and  brokers  are  insurance 
professionals  who  have  established  their 
personal  and  professional  reputations  in  their 
communities. 

Call  800-447-4700  toll-free  anytime. 
We'll  be  glad  to  give  you  the  names  of  the 
Industrial  Indemnity  agents  near  you.  Each 
of  them  would  be  happy  to  sit  down  with 
you  and  appraise  your  insurance  situation  and 
to  then  give  you  his  expert,  objective  opinion — 
without  any  obligation  to  you.  Or  to  us. 

We're  glad  to  recommend  him.  Even 
though  he  may  not  always  recommend  us. 

INDUSTRIAL  INDEMNITY        I 

one  of  the 
CRUM  \  FORSTER 
INSURANCE  COMPANIES  I 

THE  POLICY  MAKERS.  J 


Readers  Say 


Holding  the  Line 

Dear  Malcolm:  Needless  to  say,  I 
am  very  grateful  for  your  firm  support 
on  holding  the  budget  line  (Mar.  15). 
I  was  especially  struck  by  your  argu- 
ment that  if  our  fellow  citizens  are 
really  concerned  about  helping  those 
in  need  of  help,  then  they  should  join 
with  us  in  keeping  the  budget  within 
bounds,  for  an  inflationary  budget 
would  only  rob  the  poor— as  all  infla- 
tion does. 

My  compliments  to  your  son  for  his 
editorial  (Other  Comments,  Mar.  15). 
He  was  right  on  the  mark! 

—Richard  M.  Nixon 
The  White  House 
Washington,  D.C. 

Finite  Farmland 

Sir:  Your  agricultural  article  (Mar. 
15)  says,  "The  U.S.  is  fast  exhausting 
its  once-plentiful  natural  resources." 
Then  this  statement:  "But  there  is 
one  natural  resource  that,  if  cared 
for,  never  becomes  exhausted:  farm- 
land." We  had  better  not  let  ideas 
like  that  gain  acceptance.  Our  farm- 
land is  being  depleted  fast,  both  in 
amount  and  in  fertility. 

— Clayton  C.  Engan 
Donnelly,  Minn. 

Made  in  America 

Sir:  Re  all  your  comments  on  Jap- 
anese competition:  I'd  suggest  that 
General  Electric  and  Westinghouse 
buy  some  Matsushita  Electric  fans, 
take  them  apart,  find  out  why  they 
are  comparatively  silent  in  operation, 
and  copy  the  product. 

— ROHERT  E.  BASSLER 

Tampa,  Fla. 
Alaska  and  the  Arabs 

Sir:  Your  Saudi  article  makes  it 
painfully  plain  why  we  must  get  that 
oil  out  of  Alaska.  When  will  Ameri- 
cans realize  that  we  are  facing  an  oil 
shortage,  especially  those  conserva- 
tionists? Ecology  may  be  chic,  but  it 
is  simply  leading  this  country  to  an- 
other kind  of  sheik. 

—James  Josephs 
New  York,  N.Y. 

• 

Sir:  Why  the  rush  to  exploit  the 
Alaskan  oil  reserves?  It  would  be 
sensible  for  the  U.S.  to  leave  that 
particular  resource  under  the  perma- 
frost until  the  early  1980s.  It  would 
obviously  be  of  much  greater  value  to 
(Continued  on  page  14) 
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Would  you  risk  8« 
on$238,ooo,ooo  in  sales? 

For  the  price  of  a  postage  stamp,  a  new  U.S.  Com- 
merce Department  booklet  can  show  you  how  to 
join  other  U.S.  manufacturers  who  last  year  alone 
racked  up  $238,000,000  in  export  sales  at  inter- 
national trade  fairs  and  U.S.  trade  centers.  You'll 
discover  that  participation  cost  may  be  as  low  as 
$300.  And  that  the  Commerce  Department  provides 
booth  design  and  construction— as  well  as  in-depth 
promotion  and  advance  calls  on  your  likeliest 
prospects  to  ensure  their  attendance.  Send  now 
for  "Overseas  Trade  Centers  and  Fairs"  by 
writing  Mr.  Marinus  van  Gessel,  Director, 
Bureau  of  I ntemational  Commerce,  U.S. 
Department  of  Commerce,  Washington, 
D.C. 20230. 
U.S.  Department  of  Commerce 


Announce  Expansion  of  Only  Bank  Plan  that 
Allows  Checks  and  Top  Interest  at  Same  Time 

New  Block  of  "U.S.A." 

Bank  Accounts 

To  Be  Opened  to  the  Public 


CHICAGO  (SP)  CITIZENS  BANK 
announces  release  to  the  public  of  a  new 
block  of  its  "United  Security  Accounts." 

These  are  the  only  bank  accounts  in 
the  United  States  that  pay  maximum 
savings  interest  on  money  that  would 
ordinarily  be  kept  earning  nothing  in  a 
checking  account  for  immediate  access. 
Accountholders  can  write  free  checks 
on  credit  against  the  entire  account  while 
interest  is  compounded  daily  on  the 
remaining  balance. 

The  bank  is  in  the  $225,000,000  class 
with  exceptional   reserves  and   F.D.I.C 


insurance.  All  transactions  are  by  post- 
age-free mail. 

Although  "U.S.A."  accounts  are  held 
by  some  70,000  depositors  throughout 
the  U.S.,  new  accounts  have  only  been 
available  to  persons  recommended  by 
current  accountholders.  Now  the  bank 
says  it  will  release  a  block  of  new 
accounts  for  applicants  without  recom- 
mendation. 

During  this  limited  period,  anyone 
interested  is  invited  without  obligation 
to  send  for  a  free  booklet  describing  the 
advantages  of  these  accounts.  The  cou- 
pon below  should  be  sent  without  delay. 


__-_--_-_-    FREE  BOOKLET  COUPON 
Howard  S.  Hadley,  U.S.A.  Director            /XHi^N 
Citizens  Bank  &  Trust  Co.  Dept.  F-27      (  f  d  i  c  ) 
(Park  Ridge)  Chicago,  III.  60666  v — y 

Please  mail  my  Free  Booklet  with  full  information  on 
how  I  can  earn  interest  and  write  checks  at  the  same 
time  with  your  exclusive  United  Security  Account  plan. 

Name ; 


Address. 
City 


.State. 


-Zip. 


CITIZENS  BANK 
&  TRUST  CO.   I 


li 
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AstroTurf  Is  growing! 

You  just  can't  keep  it  down. 
What  started  as  a  stadium  surface 
has  grown  (and  mutated)  into  a  whole 
line  of  products. 

The  newest  is  automobile  floor  mats. 
A  natural  outgrowth  of  our  highly 
successful  doormat  business. 

Other  green  pastures  for  AstroTurf 
include  our  'Round-the-Home'™surfaces, 
now  sprouting  on  patios,  porches,  play- 
grounds, playrooms,  poolside  terraces 
and  other  pleasant  places. 

And  our  landscaping  surfaces  are 
looking  good  around  gas  stations,  drive- 
ins  and  on  highway  medians. 
Please  don't  get  us  wrong.  We  like  real  grass  as 
much  as  you  do. 

But  the  world's  full  of  places  where  grass  can't  take 
the  place  of  AstroTurf,  a  product  invented,  made  and 
marketed  exclusively  by   MAncanfQ 

the  science 
company. 

FOR  MOPE  INFORMATION  ABOUT 

MONSANTOS  SYNTHETIC  SURFACES 

WRITE  MA3.  MONSANTO  COMPANY. 

800  N  LINDBERGH  BLVD.. 

ST.  LOUIS.  MO  63166 


GOOD  DOOR  TO  OPEN 
FOR  A  GOOD  START  IN  CANADA 


Open  the  cover  on  "Doing  Business  in  Canada" 
—  over  60  pages  of  fast-reading  hard-core  facts 
about  the  Canadian  business  world.  You'll  find 
the  answers  to  key  questions  we've  been  asked 
for  well  over  a  century. 

Here  —  quite  literally  —  you'll  find  the  inside 
story  on  such  things  as  the  kinds  of  companies 
you  can  form,  on  organizing  and  planning,  on 
international  trade  agreements,  fees,  taxes  and 
current  labor  legislation.  Also  facts,  figures  and 
information  on  important  aspects  of  developing 
your  operations  in  Canada. 


If  you'd  like  one  copy  —  or  several  for  your 
staff  —  simply  mail  a  request  on  your  company 
letterhead.  Just  address  Dept.  F. 


V 


CANADIAN  imperial 

BANK  OF  COMMERCE 


Over  1500  Branches  and  Over  $13  Billion  in  Assets 
Head  Office:  Toronto  1,  Canada 
New  York  Office:  22  William  St.,  N.  Y.  10005 
(212)  DIgby  4-3800 


Where  will  IU 
get  its  second  billion? 


Where  it  got  its  first.  From  three 
major  growth  markets  —  energy, 
transportation/distribution  and 
environmental  management  By 
operating  a  limited  number  of 
complementary  businesses  balanced 
to  produce  maximum  return 
with  reasonable  risk. 

During  the  past  10  years,  IU 
earnings  per  share  have  grown  at  a 
compound  annual  rate  of  better  than 


1 5%,  and  shareholder  equity  has 
increased  by  an  even  greater  amount 
What's  more,  IU  has  paid  higher 
dividends  for  28  consecutive  years. 
This  record  of  above-average  results 
speaks  for  itself. 

For  a  copy  of  our  latest 
financial  report  to  investors, 
write  IU  Corporate  Affairs, 
1500  Walnut  Street,  Philadelphia, 
Pennsylvania  19102. 


m 

International 


SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRJBUTION  AND  ENVIRONMENTAL  MARKETS. 


Not  just  another  hotel  in  Toronto. 
But  a  Knott  Hotel. 

Our  hotels  are  a  friendly,  personable  environment  of 
"guest  awareness"— we  cater  to  you.  Gracious  suites, 
spacious  rooms  and  special  executive  services.  Plus 
fine  restaurants,  bars  and  entertainment  you'll  really 
like.  After  all,  Knott  Hotels  have 
practiced  the  art  of  innkeeping 
since  1889.  Try  us. 

TORONTO 


THE 


THE  KNOTT  HOTELS: 
CHICAGO,  Opening  August,  1973 
NEW  YORK/SAN  FRANCISCO 
TORONTO,  CANADA/ LONDON,  ENGLAND 
BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 


For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 
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American  energy  users  at  that  time. 

— Darrell  Kristo 

Virginia  Beach,  Va. 

Who  Killed  the  Goose? 

Sir:  Contrary  to  the  contents  of 
your  prejudiced  editorial  (Feb.  1), 
railroad  workers  do  give  a  damn 
about  the  financial  plight  of  their  in- 
dustry, and  they  do  not  want  to  see  it 
lapse  into  bankruptcy.  Our  kind  didn't 
kill  the  goose.  Who  bankrupted  the 
Penn  Central?  Your  kind  did.  Who 
warned  against  this  marriage  of  con- 
venience in  the  first  place?  Who  paid 
the  biggest  price  for  a  merger  they 
counseled  against  but  couldn't  stop? 
It  was  us.  We  don't  intend  ever  again 
to  become  "patsies"  for  those  who 
profess  strong  beliefs  in  private  en- 
terprise but  work  overtime  to  destroy 
the  companies  that  operate  within  it. 

—Daniel  W.  Collins 

Asst.  Gen.  Sec'y  &  Treas. 

United  Transportation  Union 

Cleveland,  Ohio 

No  Stockholder 

Sir:  The  Chicago  &  North  West- 
ern Railway  article  (Mar.  1)  gave 
the  impression  that  I  invested  heavily 
in  the  railroad.  Nothing  could  be 
further  from  the  truth.  I  do  not  now, 
nor  have  I  ever,  owned  one  penny's 
worth  of  stock  in  that  railroad. 

—James  E.  Yost 

President, 

Railway  Employes'  Dept. 

AFL-CIO 

Chicago,  111. 

Fund  Performance 

Sib:  You  state  that  Steadman  As- 
sociated Fund  (Apr.  1)  ranked  in 
the  bottom  50  funds  according  to  a 
most  recent  Arthur  Lipper  Corp. 
survey.  This  is  completely  untrue. 
The  fund  ranks  in  the  top  50  for 
year  to  date  and  has  never  ranked  in 
the  bottom  50. 

—Charles  W.  Stkadm  w 

Chairman  of  the  Board, 

Steadman  Security  ( !orp, 

Washington,  D.C. 

Steadman    Associated    Fund   had   a 

performance  rating  of  /->  In  np  mar- 
kets and  C  in  down  markets  in  the 

1972  Forbes  Annual  Mutual  Fund 
Survey.  The  surrey's  highest  possible 
performance    rating    is    an    A  |  ,    the 

lowest  is  a  D— Ed. 
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Now  you  can  watch  programs 
you  won't  find  inTVGuide. 


Like  your  company's  sales  story, 
in  a  concise,  colorful  half-hour 
program.  In-depth  interviews  with 
candidates  from  around  the 
country,  for  the  V.P.  opening  at 
the  home  office.  Your  top  sales- 
man giving  pointers  to  the  new 
men  in  the  branch  offices.  Any 
kind  of  recorded  program  your 
company  might  want  to  produce. 
Or  obtain  from  a  video  tape 
library. 

You  can  see  them  all.  On  any 
television  set.  With  Omnivision'," 
Panasonic's  color  Video 
Cartridge  Tape  Recorder. Today's 
most  advanced  business  commu- 
nications vehicle.  And,  tomorrow's 
most  exciting  entertainment 
system  for  your  home. 

Omnivision  may  sound  sophis- 
ticated, but  you  don't  have  to  be 
an  engineer  to  operate  it.  Just 
insert  the  cartridge  into  the 
recorder.  And  the  machine  takes 


over.  Starting.  Stopping.  Rewind- 
ing. Even  ejecting  the  finished 
cartridge.  Automatically. 

Though  automatic,  it's  still 
flexible.  Because  we've  built  in  all 
kinds  of  controls  that  let  you 
control  the  system.  A  pause  con- 
trol. To  let  you  freeze  the  picture. 
Random  access  that  lets  you 
preset  the  tape  to  start  anywhere 
you  want  it  to.  Automatically.  And 
there's  even  an  automatic  repeat 
switch  for  continuous  play. 

Even  though  it's  designed  for 
businessmen,  Omnivision  has  a 
lot  of  features  an  engineer  would 
appreciate.  Like  our  patented 
Hot  Pressed  Ferrite  heads  that 
give  you  a  clearer,  sharper 
picture.  Skew  control  that  does 
away  with  picture  interference. 
And  an  automatic  phase  control. 
To  keep  colors  pure.  Plus,  it's  all 
solid  state.  So  it's  compact 
enough  to  be  portable. 

And  this  recorder  won't 


become  obsolete.  Because  it  con- 
forms to  the  video  tape  standard, 
V2 "  EIAJ.  The  standard  pioneered 
by  Panasonic  over  three  years 
ago  and  agreed  upon  by  25  video 
tape  manufacturers. 

So  send  us  the  coupon.  We'll 
show  you  how  to  take  a  com- 
pletely new  look  at  your  TV. 
And  its  programs. 


Panasonic  VTR-CCTV  Dept.  FB-4 
200  Park  Avenue,  N.  Y.,  N.  Y.  10017 

□  Please  send  me  literature  on 
Panasonic's  Omnivision." 

□  Please  have  a  Panasonic 
systems  engineer  call  to 
arrange  a  demonstration. 


Compan 
Ada' 


Panasonic  Omnivision 

just  slightly  ahead  of  our  time. 


Hercules  shoots  holes 
in  an  old  idea. 

The  old  idea  is  the  metal  paint  pan.  The  one  that 
makes  rollers  drip  and  difficult  to  clean  up. 

WeVe  shot  it  full  of  holes  by  creating 
Perfect-Kote',"  the  plastic  paint  tray  with  a 
plastic  screen  full  of  holes.  It  floats  on  the 
paint,  the  roller  glides  over  the  float  and 
presto— a  roller  with  just  the  right  amount 
of  paint  coating. 

Makes  painting  faster, 
easier,  cleaner,  splash-free. 

Now  you'd  expect  a 
chemical  company  to  be  in  the 
paint  business.  After  all  that's  what 
paint  is— chemicals.  But  we've  gone  one  step  further. 
We  combined  some  of  the  many  talents  within 


G73-2 


Hercules . . .  paint  technology,  plastic  knowledge,  and 
design  analysis ...  to  look  beyond  the  use  of  our  raw 
materials  to  their  role  in  the  market  place.  This  fresh 
approach  plus  a  new  idea  adds  up  to  a  new  business 
opportunity  for  the  company  and  its  customers. 

That's  us,  all  right.  Involved  in  new  businesses 
that  have  grown  out  of  old  ones.  Waste  disposal 
systems.  Complete  packaging  systems 
Electronic  credit  systems.  You  never 
know  where  we'll  go  next. 


Does  this  sound  like 
an  ordinary  chemical 
company  to  you? 


-ems      >/w 
HERCULES 

INCONPOHATIO 

Wilmingti  in  :  lelawan 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


THE  BEST  THINGS  IN  LIFE 

are  free— if  you  can  afford  'em. 

WHO  WANTS  IT 


On  rare  occasions  we  read  in  the  papers  about  some 
inflamed  citizen  successfully  fighting  a  traffic  ticket.  We 
all  applaud,  because  we  all  know  you  can't  fight  City 
Hall  and  love  to  see  some  David  do  it. 

But  wouldn't  it  strain  the  capacity  of  our  giantest 
computers  to  total  the  times  you  and  I  haven't  received 
tickets  for  exceeding  the  speed  limit,  not  completely  stop- 


ping at  Stop  signs,  parking  in  forbidden  spaces,  making 
turns  not  allowed  and  failing  to  make  signals  required? 

We  don't  really  want  justice;  we  just  don't  like  get- 
ting caught. 

Fair,  full  law  enforcement  would  produce  a  fearsome 
toll. 

Grass  would  grow  in  the  streets. 


HAPPY  HARBINGER? 


From  the  least  likely  source  in  the  Arab  world  has 
recently  come  the  most  encouraging  harbinger  for  some 
degree  of  formalized  peace  in  the  Middle  East. 

Said  Libya's  supermoneybagged  militant  extremist,  Col- 
onel Qaddafi:  "We  in  Libya  do  not  want  war  that  is  waged 
on  Arab  soil.  If  there  is  to  be  war,  then  we  must  trans- 


fer it  to  enemy  territory.  If  this  is  not  realized,  then  the 
peace  they  [the  Israelis]  advocate  is  much  better  than 
losing  battles  and  clashes  on  Arab  territory." 

I  never  thought  we  would  live  to  see  the  day 
when  that  erratic  neurotic  would  say  something  of  such 
sense. 


WHAT'S   SO  OUTRAGEOUS  ABOUT  AN  AIRPORT  HEAD  TAX? 


All    the   outrage,    outbursts,    threatened    Congressional 

v 

action  and  the  like  over  airport  head  taxes  bewilder  me. 
I  can't  offhand  recall  any  airport  abroad  that  doesn't  col- 
lect the  equivalent  of  a  buck  or  two  from  departing 
passengers  (not,  of  course,  people  in  transit). 

Why  shouldn't  they?  Today's  airports  don't  come  cheap, 
and  users   should  pay   a  little  more  for  them  than  the 


amount  that  is  contributed  through  taxation  by  all  of  a 
country's  citizens. 

Obviously,  if  the  Federal  Government  has  paid  all  the 
cost  of  an  airport  and  pays  that  whole  cost  of  its  opera- 
tion, then  a  city/ state  shouldn't  be  entitled  to  impose  a 
departure  fee. 

But  otherwise,  otherwise. 


SPECULATORS 


Did  you  ever  hear  a  man  with  money  telling  you  how 
much  he  made  betting  on  the  horses? 

It's  invariably  a  man  with  no  money  who  tells  how 
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much  he  makes  betting  on  'em. 

Stock  market  speculators  aren't  gamblers.  They're  sure 
losers— with  certain,  if  uncertain,  fiscal  interment  dates. 
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POLAROID  AND 

With  reasonable  consistency  this  writer  would  have  gone 
right  on  missing  the  boat  insofar  as  Polaroid  stock  is  con- 
cerned. The  P/E  always  seemed  to  be  discounting  too 
much  too  long  into  the  future. 

More  important,  though,  in  my  opinion  was  The  Man 
himself— Doctor  Land,  an  indisputable  genius  and  one  who 
became  so  wealthy  that  it  could  be  truly  said  of  him  that 
money  really  no  longer  mattered  to  him.  But  the  com- 
bination of  genius  and  being  the  undisputed  and  un- 
disputable  boss  of  a  giant  company  doesn't  necessarily 
make  for  the  best  investor  climate.  What  happened  to 
Arthur  Collins  and  Collins  Radio  is,  in  cases  like  this, 
more  often  the  case  than  not. 

So  when   rumors  began  circulating  about  Land's   ex- 


ITS  NEW  CAMERA 

traordinary  new  camera  that  involved  no  debris  and  every 
conceivable  advantage  of  instant  picture-taking,  I  was  more 
than  ever  leery  of  Polaroid  stock.  Inventing  things  is  one 
thing.  Massive  manufacture  of  such  an  infinitely  com- 
plicated instrument  and  film  is  something  wholly  different, 
something  of  potentially  incalculable  cost  and  potentially  so 
full  of  bugs  and  problems  that  it  seemed  clearly  foresee- 
able that  the  end  of  such  problems  might  be  unforeseeable. 

But  now  that  I  have  that  camera,  SX-70,  and  seen  it 
work,  and  accepting  the  honesty  of  the  corporate  officers 
who  have  stated  that  production  problems  are  in  hand, 
then  there's  almost  no  way  that  Polaroid  can  miss. 

The  new  camera  compares  to  the  latest  and  best  of  the 
old  like  a  DC-10  to  the  DC-3. 


COULD  HE  POSSIBLY  BE  RIGHT? 


That's  a  question,  not  a  suggestion. 

These  quotes  are  from  a  reader's  letter  recently  received: 

"Ecologists  are  afraid  of  oil  spills  and  will  try  to  prevent 
drilling  in  the  Atlantic.  Many  remember  the  Santa  Barbara 
spill  of  1969,  but  few  realize  that  a  study  by  scientists 
and  a  liaison  committee  from  outside  the  petroleum  in- 
dustry found  that  no  sea  lions  or  seals  died  from  the  spills. 
Also,  no  permanent  damage  to  the  beaches  resulted. 

"Over  14,000  marine  wells  have  been  drilled  to  date- 
three  caused  temporary  damage  from  blowout,  but  not  one 


has  had  any  lasting  adverse  effects  on  the  environment. 
Studies  have  shown  that  in  areas  off  the  Louisiana  coast 
where  drilling  started  in  1947,  fish  catches  have  increased 
sixfold.  This  negates  the  theory  that  drilling  in  the  Atlantic 
would  be  injurious  to  fishing. 

"I  think  that  if  for  no  other  reason  than  to  avoid  de- 
pendence on  politically  unstable  countries  we  should  en- 
courage the  Secretary  of  the  Interior  to  start  leases  in 
the  Atlantic  as  soon  as  possible." 

Are  his  facts,  in  fact,  facts? 


ONE  OF  THESE  DAYS 

Gulf  Oil  will  find  a  replacement  for  Bill  Whiteford. 
I  hope. 

HE  WON  THE  BET 


One  of  the  venerable  greats  of  American  journalism  is 
Mr.  E.K.  Gaylord,  the  spry  and  sparkling  100-year-old 
proprietor  of  the  Daily  Oklahoman  and  the  Oklahoma 
City  Times.  His  mind  is  as  quick  and  sharp  as  any  I  know, 
and  he  moves  with  a  spriteliness  that  most  people  half  his 
age  don't  manage. 

I  asked  him  what  I  suppose  for  the  past  decade  or  two 
countless  others  have  asked  him:  "How  do  you  stay  so 
healthy?  What's  your  secret?  What's  your  formula?" 

I  BUY  THE 

even  if  we  didn't  buy  all  the  objets  of  it. 

Over  many  years,  Forbes  has  accumulated  a  fabulous 
Faberge  collection  (see  Side  Lines,  p.  7).  Recently  we 
were  discussing  a  couple  of  potential  additions  with  Mrs. 
Alexander  Schaffer  of  A  La  Vieille  Russie,  the  prime 
house  of  Faberge  in  this  country. 

HORNBLOWERS 

People  audibly  conscious  of  their  virtues  seldom  have 
them. 
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He  chuckled  and  with  eyes  twinkling  replied:  "My  doc- 
tor once  asked  me  that  and  said  he  wanted  to  share  with 
his  patients  my  prescription  for  a  long  life  and  good 
health.  I  said  I'd  tell  him,  but  I  bet  any  sum  he  wanted 
that  he  wouldn't  pass  on  to  any  of  his  patients  my  answer. 

"I  told  him,  'For  more  years  than  I  can  remember,  I 
have  been  going  to  a  chiropractor  once  a  week.'  " 

Now  before  you  doctor  readers  rage  at  me,  that's  a 
quotation— which  isn't  the  same  thing  as  a  recommendation. 

WISDOM 

"When  these  were  available  to  us  once  before  several 
years  ago,  the  price  was  about  half  what  is  now  being 
asked.  Now  I  wish  we  could  have  afforded  them  then." 

Said  Mrs.  Schaffer:  "If  you  hadn't  bought  IBM  when  it 
was  $50  a  share,  would  you  have  refused  to  buy  it  when 
it  was  $100  a  share?" 

WHY  IS  IT 

that  the  people  who  always  know  all  the  answers  so  sel- 
dom really  have  any? 

—MALCOLM  S.  FORBES, 
Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F. 


From  Sea  to  CEO 

Recently,  Robert  K.  Heimann  was 
named  chief  executive  officer  of 
American  Brands,  succeeding  the  late 
Robert  B.  Walker,  to  whom  he  had 
become  an  assistant  some  20  years 
ago.  That  announcement  brought 
back  a  memory  of  a  joint  venture 
Bob  Heimann  and  I  and  my  oldest 
son  (then  six  and  now  a  Forbes  re- 
porter) shared  20  years  ago. 

SEN.  FORBES,  SON,  FRIEND 
SAVED  FROM  BOAT  IN  OCEAN 

Sept.  8,  1953-Malcolm  S.  Forbes, 
publisher  of  Forbes  Magazine,  his 
six-year-old  son,  Steve,  and  Robert 
K.  Heimann,  Editor  of  Forbes  Maga- 
zine, were  en  route  to  the  Province- 
town,  Mass.,  Coast  Guard  Base  last 
night  after  being  rescued  Sunday 
night  from  a  disabled  cabin  cruiser  in 
the  stormy  Atlantic  Ocean  about  130 
miles  off  the  Nova  Scotia  coast. 

The  Coast  Guard  reported  that 
Senator  Forbes  and  his  party  were 
"in  good  condition"  and  should  arrive 
at  Provincetown  this  morning.  It  was 
feared  that  the  Senator's  42-foot,  twin- 
engined  cruiser,  The  Wings,  might 
be  lost. 

Senator  Forbes,  33-year-old  New 
Jersey  legislator  who  narrowly  missed 
winning  the  Republican  nomination 
for  Governor  in  a  primary  last  April, 
had  been  en  route  from  Halifax,  Nova 
Scotia,  to  his  home  port  at  New 
Brunswick,  NJ.  He  was  on  the  last 


Forbes,  Heimann,  Steve 

leg  of  a  frequently  adventurous  2,500- 
mile  summer  cruise,  made  in  several 
stages,  up  the  Hudson  and  St.  Law- 
rence Rivers  to  the  Arctic  Circle  and 
down  the  Atlantic  Coast. 

The  first  distress  message  from 
The  Wings  was  received  at  the  Bos- 
ton Coast  Guard  station  at  6  a.m. 
Sunday.  Senator  Forbes,  acting  as 
captain  and  navigator,  reported  his 
engines    had    become    disabled    120 


miles     southeast     of     Halifax. 

The  Evergreen,  on  patrol  out  of 
Boston,  soon  reported  that  heavy  fog 
prevented  its  finding  the  comparative- 
ly small  cruiser.  At  3:25  p.m.  Sunday 
a  Flying  Fortress  bomber,  converted 
for  air-sea  rescues,  was  sent  out  to 
search  for  The  Wings  by  radar.  At 
6:13  p.m.  it  radioed  that  it  had  found 
—but  could  not  see  through  the  fog— 
the  drifting  Wings. 

The  Evergreen  sped  to  the  scene, 
and  at  7:40  p.m.  Sunday  made  con- 
tact with  The  Wings.  An  hour  later 
Senator  Forbes  and  his  party  were 
safe  aboard  the  cutter,  with  The  Wings 
in  tow.  —N.Y.  Herald  Tribune. 

Fortunately,  right  now  none  of  the 
three  of  us  seems  to  be  in  need  of 
re-rescue— at  least  for  the  moment. 

Police  State 

Ironically,  few  of  those  who  now 
sit  in  judgment  of  government  law- 
lessness would  welcome  an  attempt 
to  enforce  all  laws.  There  would  be  a 
crackdown  on  everything  from  jay- 
walking to  the  use  of  obscene  words 
on  the  telephone,  from  marijuana  to 
statutory  rape,  from  violation  of  week- 
end blue  laws  to  desecration  of  the 
flag  to  adultery,  against  cheating  on 
everything  from  income  tax  to  expense 
accounts  to  welfare.  Then  we  would 
truly  live  in  a  police  state,  with  equal 
justice  for  all.  —Geoffrey  Cowan, 

New  York  Times  Book  Review. 


Stockholders  of  Trans  Union 
Corp.  had  better  hope  that  Presi- 
dent J.W.  Van  Gorkom  has  sound- 
er judgment  running  the  company 
than  he  does  offering  solutions  for 
international  monetary  problems. 

In  the  wake  of  the  latest  dollar 
devaluation,  Van  Gorkom  has  pro- 
posed that  the  new  international 
monetary  system  be  based  entirely 
upon  permanently  floating  curren- 
cy exchange  rates. 

Nations  would  be  "prohibited 
from  intervening  in  any  currency 
or  from  otherwise  interfering  with 
market  forces,"  says  Van  Gorkom. 
That*  way,  "The  adjustment  mech- 
anism would  work  constantly.  .  .  . 
there  would  be  tiny  daily  changes 
based  on  the  underlying  economic 
facts." 

Van  Gorkom's  solution  has  the 
allure  of  simplicity,  but  little  else. 


POOR  JUDGMENT 

No  country,  no  matter  what  it 
says  or  signs,  would  long  allow 
speculators  to  set  an  exchange  rate 
for  its  currency  that  would  have  a 
baleful  effect  on  its  economy.  The 
exercise  of  national  sovereignty  is 
an  international  fact  of  life. 

Van  Gorkom's  system  suffers  an- 
other shortcoming:  instability.  He 
believes  that  a  floating  exchange 
market  would  be  an  orderly,  ac- 
curate barometer  of  a  country's 
fundamental  balance-of-payments 
health.  In  fact,  floating  exchange 
markets  would  have  the  same  char- 
acteristics as  other  commodity  or 
security  markets,  often  overreact- 
ing to  good,;  news,  bad  news,  ru- 
mors, expectations. 

For  several  years  after  World 
War  I,  most  industrial  nations  al- 
lowed their  currencies  to  float,  pri- 
marily because  their  central  banks 


did    not    have    adequate    reserves. 

The  result?  When  a  country's 
currency  was  judged  weak,  spec- 
ulators drove  it  so  far  down  that 
it  was  grossly  undervalued.  When 
judged  strong,  speculators  drove 
the  currency's  price  so  far  up  that 
it  became  overvalued.  These  con- 
tinuous distortions  did  not  restore 
equilibrium  to  exchange  rates. 

Such  erratic  exchange  rates  to- 
day, moreover,  would  do  no  good 
for  the  expansion  of  international 
trade,  the  lifeblood  of  Japan  and 
Western  Europe. 

Van  Gorkom  is  correct  in  be- 
lieving that  a  system  that  depends 
in  some  degree  upon  the  judgments 
of  central  bankers  will  be  imperfect. 

But   a   system   dependent   upon 
speculators  for  its  stability? 
That  would  be  a  good  deal  worse. 
—M.S.  Forbes  Jr. 
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We  financed  Trotsky'! 


As  the  largest  organization  of  its  kind 
in  the  world,  Greyhound  Leasing 
&  Financial  Corporation  becomes 
involved  in  an  extraordinary  range  of 
operations  and  ventures.  Our  Swiss 
subsidiary  bankrolled  "The  Assassination 
of  Trotsky,"  a  recent  film  starring 
Richard  Burton. 

It  was  one  of  several  experiences 
we've  had  with  the  European  motion 
picture  industry. 

Whether  it's  films  or  freighters,  our 
business  is  helping  the  rest  of  the  world 
go  about  its  business.  Profitably. 

International  financing  and  leasing  — 
lust  one  of  the  many  ways  we're  meeting 
people's  needs. 


KEY  SUBSIDIARIES  OF  THE  GREYHOUND  CORPORATION 
TRANSPORTATION 

Greyhound  Lines 

Greyhound  Lines  of  Canada 

Texas,  New  Mexico  &  Oklahoma  Coaches 

American  Sightseeing  Tours 


Atlanta  Airport  Transportation 
Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Florida  Parlor  Car  Tours 


Gray  Line  of  New  York 
Gray  Line  of  San  Francisco 
Greyhound  Airport  Service 
Greyhound  Highway  Tours 
Korea  Greyhound 


Loyal  Travel  Service 
Motor  Coach  Industrie 
Red  Top  Sedan  Service 
Royal  Glacier  Tours 
Trade  Wind  Transports 
Walters  Transit. 


issassination. 


THE  GREYHOUND  CORPORATION 


Serving  people's  needs  in  a  hundred  basic  ways 


JG-FINANCING-COMPUTERS 
ound  Leasing  &  Financial 
ound  Computer 
ound  Equipment  Finance 

PRODUCTS  AND 
tyACEUTICALS 
r-Dial 
r  Pharmaceutical 


FOOD  SERVICE 
Greyhound 

Food  Management 
Post  Houses 
Prophet  Foods 
Restaura 


SERVICES 

FOOD                   « 

Aircraft  Service  International 

Florida  Export  Group 

Armour  Foods 

Border  Brokers 

General  Fire  &  Casualty 

Armour  Le  Grys 

Compass  Insurance 

Greyhound  Rent-A-Car 

Klarer  of  Kentucky 

Consultants  &  Designers 

Greyhound 

Pfaelzer  Bros. 

Dispatch  Services 

Temporary  Personnel 

Freeport  Flight  Service 

Manncraft  Exhibitors  Service 
Travelers  Express 

More  natural  gas 
can  give  us  a  cleaner  world. 

But  it's  going  to  cost  more. 


Right  now  a  third  of  the  energy 
that  runs  America  is  natural  gas. 
Pollution  authorities  agree  that  gas 
burns  cleaner,  with  no  sulfur  and 
virtually  no  emissions.  The  more 
this  country  can  be  run  on  natural 
gas,  the  cleaner  it  will  be. 

But  right  now,  in  many  areas, 
clean  gas  energy  is  in  short  supply. 


Gas  is  there.  The  problem  is  getting 
at  it.  It's  going  to  take  deeper  wells 
than  ever  before.  Under-ocean 
drilling.  New  technologies. 

These  new  sources  mean  higher 
costs,  but  they're  essential  if 
America  is  to  have  the  gas  it  needs. 
And  remember,  with  rising  costs  for 
oil  and  electricity  also,  gas  will  still 
be  your  most  economical  buy  overall. 


Conserve  A 
natural  gas. 

It's  pure 
energy. 

IHP  it  American  Om 


\  Association 


Reprieve 

for  the  Multinationals 


Forbes 


Labor  has  made 

a  deal  to  stop  pushing 

Burke-Hartke. 

In  return, 

Nixon  has  promised 

to  get  tough 

on  foreign  trade. 

Burke-Hartke,  that  bogeyman  for 
Americans  doing  business  abroad,  is 
going  back  into  labor's  closet.  This  bill, 
bearing  the  names  of  Representative 
James  Burke  (Dem.,  Mass.)  and  Sen- 
ator Vance  Hartke  (Dem.,  Ind.)  is  an 
embodiment  of  almost  every  conceiv- 
able protectionist  prejudice.  It  calls 
for  mandatory  quotas  on  imports,  con- 
trols on  the  outflow  of  capital  from 
the  U.S.  and  punishing  taxes  on  U.S. 
multinational  companies. 

Why  have  the  big  labor  unions  de- 
cided to  reduce  the  steam  in  their 
drive  for  Burke-Hartke?  Apparently 
because  George  Meany  has  made  a 
deal  with  the  Nixon  Administration. 
Yes,  there  will  be  trade  legislation  out 
of  Congress  this  year,  but  it  won't 
represent  a  return  to  the  superprotec- 
tionist  days  of  old. 

What  is  most  likely  to  happen  in 
this  year  of  trade  legislation  in  Wash- 
ington is  that  broad  negotiating  au- 
thority, subject  to  congressional  re- 
view on  some  matters,  will  be  granted 
the  President.  He  in  turn  will  promise 
to  open  up  foreign  markets  to  U.S. 
goods,  particularly  U.S.  agricultural 
products,  and  to  bring  home  a  system 
of  safeguards  to  protect  domestic  in- 
dustries from  too-swift  disruption  by 
imports.  This  is  the  deal  that  puts 
Burke-Hartke  in  the  closet.  The  Presi- 
dent promises  to  achieve  labor's  ends 
—protecting  jobs— through  negotiation 
and  through  threats  of  retaliation. 

Like  Brothers 

Suddenly,  all  the  forces  important 
to  trade  legislation  seem  to  be  speak- 
ing with  one  voice. 

Chairman  Wilbur  Mills  (Dem., 
Ark.)  of  the  House  Ways  &  Means 
Committee  la*st  month  outlined  on  the 
House  floor  proposals  for  trade  legisla- 
tion that  are  very  much  in  tune  with 
those  of  the  Administration.  Mills  came 
out  for  granting  the  President  broad 
authority  to  negotiate— subject  to  con- 
gressional review  on  nontariff  barriers, 
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those  peculiar  laws  and  product  stan- 
dards that  are  now  the  chief  means 
by  which  one  nation  discriminates 
against  the  goods  of  another. 

Burke-Hartke  is  in  the  closet, 
therefore.  But  it  is  not  dead.  Labor 
leaders  will  continue  to  fling  protec- 
tionist threats  at  foreign  exporters  and 
domestic  multinational  corporations; 
businessmen  will  continue  to  cite  sta- 
tistics proving  that  their  foreign  busi- 
ness is  a  boon,  or  at  least  no  harm, 
to  the  U.S.  balance  of  trade. 

That  balance  remains,  of  course, 
in  deficit  and  a  problem.  Last  year 
the  U.S.  trade  deficit  hit  $6.8  billion 
and  ran  to  $860  million  in  the  first 
two  months  of  1973.  There  is  little 
the  Administration  can  do  now  to 
curb  the  U.S.'  rising  petroleum  im- 
port bill.  But  it  is  confident  that  a 
new  set  of  international  trade  rules 
would  help  it  lessen  the  trade  deficit 
with  Japan  and  a  bothersomely  hos- 
tile market  in  Europe.  The  process 
of  hammering  out  those  new  rules 
begins  in  September  in  Tokyo. 

The  Administration's  position  in 
advance  of  its  actual  and  long-awaited 
trade  bill  was  laid  out  last  month  in 
the  report  of  the  President's  Council 
on  International  Economic  Policy 
which  is  headed  by  White  House  as- 
sistant Peter  M.  Flanigan. 

According  to  Flanigan's  report,  the 
"Administration's  objectives  in  negotia- 
tions are:  to  open  up  world  agricul- 
tural markets  to  the  play  of  market 
forces  (Forbes,  Mar.  15);  to  bring 
down  those,  high  tariffs  that  remain 
in  a  world  that  has  been  cutting 
tariffs  for  over  a  decade;  and  most 
important,  to  eliminate  the  many  pro- 
hibitive nontariff  barriers  to  free  trade 
among  nations.  Such  barriers  as  do- 
mestic subsidies,  taxes  that  discrim- 
inate against  imports  and  patently  dis- 
criminatory product  standards. 

Further,  and  most  significantly, 
Flanigan's  report  calls  for  a  new  sys- 
tem of  laws  in  this  and  other  coun- 
tries providing  "relief  from  sudden 
and  disruptive  import  surges."  This 
means  that  imports  in  selected  prod- 
ucts and  from  selected  countries 
could  be  stemmed  for  a  while  to  let 
domestic  industry  adjust  without  set- 
ting off  an  international  trade  war. 

Chairman  Mills'  proposals  are  along 
remarkably  similar  lines.  It  is  likely 
he  will  shepherd  trade  legislation 
through    the    House    of    Representa- 


AFL-CIO's  George  Meany 

tives  by  the  fall  if  not  by  the  date 
of  the  September  trade  meeting  in 
Tokyo.  That  Tokyo  meeting  will  be 
the  first  formal  sit-down  of  the  minis- 
ters under  the  auspices  of  the  Gen- 
eral Agreement  on  Tariffs  &  Trade 
and  should  be  largely  procedural. 
In  fact,  a  Ways  &  Means  staffer  notes, 
"If  past  practice  is  any  guide,  it  will 
be  two  years  before  the  negotiations 
really  get  down  to  writing  a  new  set 
of  trade  rules." 

Meanwhile,  don't  the  multinational 
companies  have  to  worry  about  the 
spirit  behind  Burke-Hartke?  Yes,  they 
probably  do.  But  argument  over  the 
specifics  of  that  bill  have  come  down 
to  questioning  of  the  tax  deferrals 
and  credits  against  foreign  taxes  that 
U.S.  multinationals  enjoy.  Mills  is  tak- 
ing those  questions  up  in  tax  reform 
legislation.  The  wilder  aspects  of 
Burke-Hartke,  such  provisions  as  cap- 
ital controls,  are  not  much  mentioned 
anymore. 

On  the  coming  trade  legislation, 
labor  is  watching  and  waiting  but 
seems  significantly  reasonable.  Says 
Ray  Denison  of  the  AFL-CIO's  effec- 
tive legislative  division:  "We  aren't 
saying  that  the  manner  in  which 
Burke-Hartke  approaches  the  prob- 
lem is  the  only  one." 

What  President  Nixon  promised 
George  Meany  in  Florida  is  a  closely 
kept  secret.  But  it  certainly  included 
a  reprieve  from  the  antibusiness  aims 
of  Burke-Hartke.  ■ 
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The  Little  Engine  Company  That  Can 


Briggs  &  Stratton  hid  its  fight  for  so  long  that 
investors  forget  what  a  gold  mine  it  is. 


In  1922  Milwaukee's  Briggs  &  Strat- 
ton Corp.,  festooned  with  debt,  tee- 
tered on  the  edge  of  bankruptcy.  It 
was  saved  within  a  year  by  Charles 
L.  Coughlin,  who  took  over  day-to-day 
control  from  founders  Stephen  Foster 
Briggs  and  Harry  M.  Stratton  {see 
box).  He  soon  turned  the  little  en- 
gine maker  into  one  of  the  nation's 
most  profitable  companies.  But  al- 
though B&S  has  been  widely  held 
and  traded  on  the  New  York  Stock 
Exchange  since  the  late  1920s,  Cough- 
lin stubbornly  kept  his  company's  door 
shut  to  reporters. 

Coughlin  died  last  year  at  age  86, 
until  the  last  very  much  in  charge  of 
every  beat  of  B&S'  heart.  Last  month 
Forbes  visited  Briggs  &  Stratton,  a 
first  for  the  company.  Coughlin  is 
certainly  not  forgotten.  But  the  new 
chief  executive,  President  Vincent  B. 
Shiely,  52— who  came  to  B&S  from 
customer  Toro  in  1959— feels  the  com- 
pany should  no  longer  keep  its  light 
under  a  basket. 

"We're  unique  because  we're  the 
world's  largest  producer  of  both  sin- 
gle-cylinder, four-cycle  gasoline  en- 
gines and  of  automobile  locks,"  says 


Multi-Founder 


Stephen  Foster  Briggs  is  one  of 
those  lucky  men  who  make  a  lot  of 
money,  but  don't  let  the  making  of 
money  get  the  better  of  them. 

Fresh  out  of  the  University  of 
South  Dakota's  engineering  school  in 
1909,  he  talked  Milwaukee  grainman 
Harry  M.  Stratton  into  backing  his 
idea  for  an  auto  hardware  company, 
Briggs  &  Stratton  Corp.,  with  only 
$50,000.  In  1918  Briggs  put  the  firm 
into  the  engine  business  also,  by  buy- 
ing the  rights  to  the  bicycle  motor 
wheel  from  A.O.  Smith  Corp.  B&S  then 
had  a  fling  at  a  motorized  cart  that 
flopped  but  is  still  a  bit  of  history  in 
Chicago's  Museum  of  Science  and 
Industry.  After  near  bankruptcy  in 
1922  {see  story),  B&S  settled  down 
to  make  Steve  Briggs  a  tidy  profit  out 
of  auto  locks,  engines  for  farm  wash- 
ing machines— and,  later,  lawn  mow- 
ers. "We  never  needed  any  capital 
besides  that  $50,000,"  says  Briggs. 
"Everything  came  out  of  operations." 

Seized  by  a  new  interest,  outboard 
motors,  in  1927  Briggs  bought  the 
Evinrude  Motor  Co.  and  later  com- 
bined it  with  two  other  outboard  firms. 


Shiely.  This  spring  B&S  is  hitting  at 
full  plant  capacity,  pushing  out  the 
door  an  average  of  30,000  single-  « 
cylinder  engines  per  day.  It  has  con- 
tinued to  hold  on  to  50%  of  the  small- 
engine  market.  Over  4  million  of  its 
2-  to  16-horsepower  engines  are  sold 
yearly  as  replacements  for  the  50 
million  B&S  engines  now  in  use.  The 
Briggs  &  Stratton  name  is  one  of  the 
few  that  Sears,  Boebuck  allows  to  be 
used  in  the  Sears  catalog. 

Shiely  is  secretive  about  exact  mar- 
ket shares,  but  competitors  think  B&S 
makes  about  66%  of  the  engines  used 
in  lawn  mowers.  This  market  is  nearly 
saturated  in  push  types,  but  is  still 
growing  fast  in  riding  mowers.  In  dol- 
lars the  total  lawn-mower  market  con- 
tinues to  grow  about  7%  to  8%  a  year. 

In  auto  locks  B&S  probably  has 
over  40%  of  the  approximately  $50 
million  market.  It  sells  American 
Motors  all  of  its  locks,  is  the  only 
outside  supplier  for  General  Motors, 
and  is  the  leader  among  three  sup- 
pliers for  Ford  and  Chrysler.  The  mar- 
ket is  up  because  of  federal  locking 
standards  and  sales  of  security  devices 
like  the  tire  lock. 


(The  group  is  now  Outboard  Marine 
Corp.)  In  1948,  just  as  outboards 
were  to  falter  for  a  while  and  power 
lawn  mowers  take  off,  Briggs  sold 
most  of  his  B&S  stock.  As  it  was, 
Briggs  got  out  with  only  a  few  mil- 
lion. "I  don't  really  know  why  I  sold," 
he  says  now.  But  along  with  Balph 
Evinrude  he  did  go  on  to  build  Out- 
board into  a  company  twice  the  size 
of  B&S— if  not  nearly  as  profitable. 

Briggs  retired  to  Naples,  Fla.  in  1963 
to  a  third  career,  photographing  rare 
water  birds.  His  movie,  Life  of  the 
Gooney  Bird,  is  considered  a  classic 
in  its  field.  Briggs,  now  87,  has  kept 
an  eye  on  Outboard,  but  reduced  his 
23%  holdings  to  12%.  Most  of  his  1 
million  shares,  which  were  valued  re- 
cently at  $33  million,  are  in  trust  for 
his  three  children,  14  grandchildren 
"and  God  knows  how  many  great- 
grandchildren." 

Any  regrets  at  having  missed  the 
boat  with  his  baby,  Briggs  &  Stratton? 
"Gosh  no,"  he  told  Forbes.  "Freddie 
Stratton  [B&S*  chairman]  was  just 
by  for  coffee  a  minute  ago.  He's  doing 
a  bang-up  job  over  there." 


"We  have  had  and  we  expect  to 
have  good  growth  patterns  in  these 
markets,"  says  Shiely.  "Our  return  on 
sales  and  investment  is  quite  outstand- 
ing." That  is  an  understatement.  On 
sales  of  $221  million  in  its  fiscal  year 
through  last  June  30  (they  should 
reach  $255  million  this  year),  Briggs 
&  Stratton's  pretax  return  on  assets 
was  46%.  The  five-year  average  is 
38%.  Its  margin  on  sales  last  year  was 
10%,  and  is  still  headed  up. 

Cash  Happy 

B&S  knows  pretty  well  what  its 
bottom  line  will  show  at  the  year's 
end  because  every  day  Senior  Vice 
President  and  Secretary  Lawrence  G. 
Begner,  75,  comes  up  with  a  compa- 
ny-wide profit-and-loss  statement. 
That's  not  difficult,  because  the  bal- 
ance sheet  is  about  as  clean  as  can  be 
found.  Briggs  &  Stratton  has  had  no 
long-term  debt  since  1925.  Its  cash 
items  at  the  last  fiscal  year's  end  were 
nearly  twice  current  liabilities.  B&S 
has  just  decided  to  expand  its  main 
Wauwatosa,  Wis.  engine  plant  by 
25%,  and  will  pay  cash  for  every  inch 
of  the  $21-million  improvement.  "We 
just  don't  believe  in  debt,"  says  Shiely. 

"Where  they  are  really  good,"  says 
analyst  Terry  L.  Nagelvoort  of  Faulk- 
ner, Dawkins  &  Sullivan,  "is  cutting 
engineering  costs."  B&S  uses  its  cash 
lode  to  create  efficiency.  It  is  never 
afraid  to  spend  for  new  product  or 
plant  or  processes.  For  example,  B&S 
shears  and  coats  its  own  steel,  makes 
all  its  own  parts  except  for  spark 
plugs,  a  few  valves  and  some  nuts 
and  bolts.  It  designs  most  of  its  own 
production  machinery. 

As  a  result,  B&S  has  been  able  to 
beat  inflation.  In  the  past  decade 
B&S'  aluminum  costs  have  gone  up 
33%,  its  wage  rates  174%,  but  the 
average  selling  price  of  its  engines  has 
come  down  from  $13.99  to  $8.05.  A 
big  cost  breakthrough  came  in  1968 
when  B&S  brought  out  an  8-horse- 
power  aluminum  engine  at  $50,  as 
compared  with  $90  for  B&S'  own  8- 
horsepower  cast-iron  engine.  This  fall 
B&S  expects  to  do  the  same  with  a 
new  10-horsepower  engine. 

Such  cost-cutting  has  blocked  any 
Japanese  invasion  of  the  market  and 
stood  off  such  redoubtable  U.S.  op- 
ponents as  Tecumseh  and  Kohlei . 

Shiely  and  Frederick  P.  Stratton, 
59,  son  of  a  founder,  run  B&S  as  a 
team.  Stratton  heads  the  sales  and  ser- 
vice division  as  he  has  for  10  years. 
Shiely's  hand  is  on  overall  operations. 

"We  just  follow  Coughlin's  ap- 
proach,'' says  Shiely.  "Keep  it  simple 
and  direct,  do  what  you  do  best, 
keep  down  overhead.  Concentrate  on 
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management,  and  pay  your  managers 
well."  Shiely  makes  over  $180,000  a 
year  and  some  divisional  managers 
are  said  to  get  more  than  $100,000. 

Even  a  company  as  good  as  Briggs 
&  Stratton  has  problems.  The  Wankel 
engine  is  one.  Shiely  thinks  it  will  be 
years  before  the  Wankel  makes  a 
big  impact  on  the  single-cylinder, 
low-horsepower  market.  The  major 
drawback  is  the  high  cost  of  produc- 
tion machinery.  A  key  grinding  ma- 
chine costing  $200,000  is  able  now 
to  turn  out  only  12  to  25  Wankel 
engine  housings  an  hour.  But  B&S 
and  others  are  working  hard  on  a 
technological  breakthrough.  And  this 
spring  General  Leisure  will  be  putting 
Wankels    manufactured    by    a    West 


German  firm  into  one  lawn-mower 
line.  The  cost,  however,  is  twice  that 
of  a  B&S  engine  of  like  size. 

B&S  is  also  beginning  to  feel  the 
pressure  of  environmentalists.  So  far 
its  little  engines  do  not  have  to  meet 
any  federal  pollution-control  stan- 
dard, but  Congress  and  engineers  are 
looking  at  them.  A  more  immediate 
threat  is  noise-control  legislation,  as 
typified  by  Chicago's  recent  tough 
noise-control  ordinance.  Shiely  took 
that  seriously  enough  to  build  a 
$300,000  noise-control  laboratory. 

Threats  or  no,  Briggs  &  Stratton  is 
likely  to  keep  cranking  out  its  little 
engines  and  its  auto  locks,  and  make 
an  almost  incredible  profit  on  them. 

Why  the  change  in  policy  as  to 


corporate  secrecy?  Shiely  will  only 
say  that  little  has  changed  "except 
perhaps  a  sense  of  style  because  of 
the  difference  in  ages."  But  if  Forbes 
had  to  hazard  a  guess  as  to  the  real 
motive,  we  would  sum  it  up  like  this: 

B&S'  profits  have  doubled  in  the 
past  four  years— and  will  gain  an- 
other 30%  in  the  fiscal  year  ending 
June  30.  Reflecting  this,  B&S  stock 
has  been  very  strong,  more  than 
doubling  in  the  past  two  years.  But 
for  all  of  this,  it  still  commands  a 
price/ earnings  ratio  of  only  about  16 
times  expected  fiscal  1973  earnings. 

Clearly,  Wall  Street  isn't  convinced 
that  B&S  can  keep  up  the  pace.  By 
being  more  open,  the  company  might 
persuade  The  Street  otherwise.  ■ 


Trouble  on  The  Street 


As  it  was  in  1970,  Wall  Street  is  in  deep  trouble  again. 
This  time,  at  least,  the  small  investor  has  S/PC. 


Wall  Street  had  a  close  call  in 
1970.  It  nearly  went  under.  Had  the 
New  York  Stock  Exchange's  efforts 
to  rescue  Hayden,  Stone  failed,  the 
firm  would  have  failed  and  it  would 
have  brought  down  many  more 
houses,  perhaps  leading  to  a  closing 
of  the  exchange  itself. 

Now,  just  three  years  later,  Wall 
Street  is  in  trouble  again.  Trading  on 
the  Big  Board  was  down  10%  in  the 
first  three  months  of  1973.  American 
Stock  Exchange  volume  was  down 
about  40%,  over-the-counter  almost 
20%.  This  doesn't  tell  the  whole  dis- 
mal story.  Most  of  today's  trading  is 
institutional,  and  commissions  on  big 
orders  have  been  cut  sharply  by  ne- 
gotiated commissions.  Bond  trading 
was  way  down,  too. 

In  February  56%  of  the  NYSE's 
member  firms  were  running  in  the  red. 
"March  could  have  been  worse,"  says 
Robert  M.  Bishop,  a  Big  Board  senior 
vice  president. 

If  there*  are  big-scale  failures,  what 
will  happen  to  the  investor  who  leaves 
securities  with  these  firms?  Is  he 
better  protected  than  in  1970? 

The  answer  is  yes,  particularly  if 
he's  a  small  investor.  But  he's  not 
completely  protected. 

After  the  1970  panic,  Congress 
passed  a  law  setting  up  a  Securities 
Investor  Pr&tection  Corp.  Under  the 
law,  all  brokerage  houses  registered 
with  the  Securities  &  Exchange  Com- 
mission must  make  annual  contribu- 
tions to  a  fund  to  protect  investors. 
In  an  emergency,  the  corporation  can 
draw  on  its  $1  billion  line  of  credit  at 
the    U.S.    Treasury    with    permission 


from  the  SEC.  It  protects  investors 
up  to  $50,000,  but  not  more  than 
$20,000  in  cash.  Anything  above  that 
is  not  protected. 

There  is  another  flaw  in  SIPC:  Un- 
der SIPC,  liquidation  of  a  broker- 
age house  is  a  judicial  procedure; 
it  can  take  months. 

Some  observers  believe  that  SIPC 
offers  as  much  protection  as  the  small 
investor  can  hope  for.  Says  John  F. 
Childs,  a  vice  president  of  Irving 
Trust:  "It  provides  for  orderly  liquida- 
tion of  a  brokerage  house  and  will 
•  prevent  the  chaos  we  had  in  1970." 

"But  this  doesn't  mean  he  may  not 
be  hurt,"  counters  Professor  Roger 
Murray  of  the  Columbia  School  of 
Business.  "The  delay  in  getting  back 
his  cash  and  securities  can  be  ex- 
pensive to  him. 

"I'm  also  concerned  about  the 
roundabout  effect  on  stockholders 
if  a  large  firm  should  go  into  liqui- 
dation, one  with  a  big  position  in  a 
fair-sized  corporation.  Liquidation  of 
that  firm  could  put  intense  pressure 
on  the  stock,  and  hurt  everyone  who 
held  it." 

At  present,  80  broker-dealers  in  the 
U.S.  are  being  liquidated  by  SIPC. 
None  is  a  Big  Board  member.  The 
reason:  The  NYSE  has  promulgated 
rules  that  eliminate  the  conditions 
that  created  the  panic  of  1970. 

The  most  important  thing  it  has 
done  is  require  Exchange  members 
to  keep  careful  records  and  to  report 
them  every  month.  The  basic  reason 
for  the  1970  debacle  was  that  many 
brokerage  houses  did  not  have  proper 
accounting.  They  didn't  know  if  they 


were  making  or  losing  money.  Bro- 
kerage houses  on  the  verge  of  bank- 
ruptcy merged  with  other  houses  to 
save  themselves  only  to  discover  the 
other  houses  were  on  the  verge  of 
bankruptcy,  too,  but  hadn't  realized  it. 

Warning  Signals 

Today  brokerage  houses  at  least 
know  when  they're  getting  into  trou- 
ble, and  so  does  the  NYSE.  "The  re- 
ports give  us  a  six  months'  warning," 
says  Bishop. 

The  NYSE  also  has  greatly 
strengthened  the  rules  on  capital  re- 
quirements. One  problem  that  arose 
in  1970  was  that  men  with  money 
in  brokerage  houses,  fearful  of  what 
was  happening,  started  withdrawing 
it,  leaving  the  firms  short  of  capital. 
Now  they  must  give  six  months'  notice 
of  intention  to  withdraw. 

Will  these  and  other  new  NYSE 
rules  prevent  another  1970?  Bishop 
thinks  they  will,  "barring  an  unfore- 
seen catastrophe."  But  listen  to 
Charles  Ellis,  author  of  a  new  book, 
The  Second  Crash,  which  speculates 
on  the  catastrophe  that  could  have 
occurred  in  1970  if  Hayden,  Stone 
had  failed.  Ellis,  an  ex-Donaldson, 
Lufkin  &  Jenrette  vice  president,  says: 
"The  changes  in  the  securities  indus- 
try reduce,  but  do  not  remove,  the 
basic  problems.  Reform  is  needed  be- 
fore another  severe  bear  market  ap- 
pears." President  James  Needham  of 
the  NYSE  also  sees  basic  problems: 
"Neither  the  auction  market  nor  the 
dealer  market  is  functioning  at  its 
maximum  efficiency.  What  we  have 
here  is  a  classic  situation  calling  for 
radical  change  in  the  existing  struc- 
ture of  the  securities  markets." 

The  fact  is  that  the  revolution  in 
Wall  Street  is  only  getting  started. 
A  good  many  people  are  being  hurt. 
But  at  least  the  small  investor  has 
more  protection  now.  ■ 
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An  Embarrassment  of  Projects 


Can  Tenneco  expand  as  fast  as  it  wants? 
Dick  Freeman  is  no  slouch  when  it  comes  to  raising  money. 


One  evening  not  too  long  ago,  Nel- 
son Wright  (Dick)  Freeman,  64- 
year-old  chairman  of  Tenneco  Inc. 
($3.3  billion  sales  in  1972),  was 
walking  alone  on  New  York's  Park 
Avenue  heading  for  a  quiet  supper. 
Up  came  a  junkie.  Freeman,  from 
relatively  placid  Houston,  kept  walk- 
ing. The  junkie  flashed  a  knife  and 
snarled,  "I'm  going  to  slit  your  god- 
damned throat." 

No  help  was  nearby,  so  Freeman 
replied,  "We'd  better  visit  headquar- 
ters first,"  and  drew  from  his  right 
hip  pocket  a  metal  clasp  enscribed 
"Harris  County  Deputy  Sheriff."  Har- 
ris, of  course,  is  just  a  Texas  county, 
but  the  junkie  fled  and  left  Freeman 
walking  calmly  toward  his  supper. 

It's  a  good  thing  Freeman  isn't 
easily  flustered.  Tenneco  began  life 
in  1940  as  Tennessee  Gas  and  Trans- 
mission Co.,  but,  since  1965,  it  has 
diversified  into  manufacturing,  ship- 
building, packaging  and  land  de- 
velopment, tripling  sales  and  doubling 
earnings  to  $203  million.  Diversity, 
however,  isn't  Freeman's  problem. 
His  problem  is  that  things  look  so 
good  he  has  his  hands  full  trying  to 
finance  all  the  expansion. 

•  The  gas  pipeline,  Tenneco 's 
backbone,  stretching  from  the  Gulf 
to  New  England,  needs  $500  million 
over  the  next  five  years  for  a  25% 
expansion. 

•  Tenneco  must  spend  $100  million 
this    year— more    later— so    subsidiary 


Newport  News  can  build  liquefied 
natural  gas  (LNG)  tankers.  Ten  of 
the  tankers,  Tenneco  hopes,  will  carry 
gas  from  Russia  where  Tenneco, 
Texas  Eastern  and  Halliburton's 
Brown  &  Root  subsidiary  are  negotiat- 
ing a  $6-billion  deal  for  delivery  of 
2  billion  cubic  feet  of  gas  a  day  to 
the  U.S.  East  Coast. 

•  A  joint  venture  with  Westing- 
house  Electric  to  put  nuclear  power 
stations  three  miles  off  the  New  Jer- 
sey shore  in  the  Atlantic  Ocean.  To 
participate,  Tenneco  needs  $200  mil- 
lion for  a  whole  new  shipyard  at 
Jacksonville,  Fla. 

•  And  oil.  And  gas.  Tenneco  is  al- 
ready paying  $37.5  million  to  have 
wells  drilled  in  Canada's  Arctic  Is- 
lands; this  year  it  will  spend  $81 
million  on  drilling  programs  that  ex- 
tend from  the  Gulf  of  Mexico  to  the 
Gulf  of  Siam  and  the  South  China 
Sea.  In  Ethiopia,  Tenneco  has  hit  gas 
on  an  immense  (50-million-acre)  con- 
cession. But  for  costs,  says  Freeman, 
"Ethiopia  is  the  most  god-awful  place 
in  the  world  to  find  gas." 

•  Coal  gasification.  This  is  still  a 
pilot  project  for  Tenneco  and  three 
other  energy  companies  plus  Repub- 
lic Steel  and  FMC  Corp.  But  promis- 
ing. And  potentially  costly. 

Says  Freeman,  "We  have  never  had 
so  many  promising  projects  out  ahead 
of  us." 

Tenneco  last  year  spent  $345  mil- 
lion on  capital  expenditures,   almost 


equal  to  the  record  $359  million 
spent  in  1966.  This  year,  with  inter- 
est rates  climbing,  Freeman  is  look- 
ing at  capital  expenditures  approach- 
ing $500  million,  and  of  at  least  that 
much  for  several  years  to  come. 

How  can  Chairman  Freeman  and 
Tenneco  finance  the  new  expansion? 

Cash  flow?  After  dividends,  it 
amounts  to  about  $300  million  a  year 
—healthy,  but  not  enough  to  answer 
Tenneco 's  present  needs. 

Go  deeper  into  debt?  Tenneco  al- 
ready has  $1.9  billion  of  long-term 
debt  on  its  balance  sheets,  vs.  $1.8 
billion  in  total  shareholders'  equity,  a 
heavy  load  to  carry  for  a  firm  that 
gets  only  42%  of  its  profits  from  its 
utility  business. 

Sell  stock?  Tenneco  already  has 
had  to  issue  buckets  full  to  finance 
its  diversification  out  of  pipelines; 
its  common  capitalization  went  from 
21  million  shares  in  1958  to  66  mil- 
lion currently.  Partly  as  a  result, 
Tenneco's  earnings  per  share  haven't 
grown  nearly  as  fast  as  total  earn- 
ings.    Adding    more    common    stock 


Elixir  Revco 


It's  a  prescription  blend 

of  old  and  new, 

and  remarkably  potent. 

You  know  that  Revco  Drug  Stores  is 
different  when  finally,  after  going 
down  a  series  of  unmarked,  half- 
paved  streets,  you  search  out  its  head- 
quarters in  Cleveland's  grimy  Flats 
section,  across  from  an  ancient  steel 
mill.  President  Sidney  Dworkin,  51, 
who  has  headed  the  $182-million- 
sales  discount  drug  chain  since  co- 
founder  Bernard  Shulman  retired  in 
1966,  tells  you  that  he  doesn't  need 
a  lavish  headquarters  to  run  the  na- 
tion's    fifth-largest     drug     chain.     In 


Dworkin's  eyes,  one  of  the  basics  of 
the  drugstore  business  is  knowing  how 
to  pinch  pennies. 

He  has  done  it  very  successfully 
at  Revco.  In  its  financial  year  ended 
last  June  3,  Revco  earned  21%  on 
equity  and  3.4%  on  sales,  and  among 
the  large  chains  was  second  in  growth 
and  profitability  only  to  Florida-based 
Jack  Eckerd  Corp. 

This  is  something  of  an  accomplish- 
ment, considering  that,  unlike  Eck- 
erd's,  Revco's  stores  are  mostly  in  the 
older  parts  of  the  U.S.,  e.g.,  Ohio, 
Michigan.  Arizona  is  its  only  major 
growth  state.  Then,  too,  Revco  has  re- 
sisted the  trend  toward  super-drug- 
stores. Its  stores  are  smaller  than  any 
other  large  chain's,  typically  5,000  to 
6,000  square  feet  and  with  around 
$600,000  sales  a  year.  Competitors 
like  Walgreens  and  Thrifty  commonly 


have  over  $1  million  sales,  and  build 
stores   of   up   to   40,000   square   feet. 

"Above  20,000  square  feet,  it 
isn't  a  drugstore  anymore,"  says 
Dworkin,  meaning  it  has  so  lost  its 
identity  that  it  has  nothing  more  to 
offer  than  any  mass  discounter.  Dwor- 
kin figures  that  what  customers  like 
to  buy  in  a  drugstore  are  drugs  and 
drug-related  personal  items.  So  Revco 
stores  rarely  include  soda  fountains, 
for  instance,  or  carry  magazines. 

The  prescription  counter  is  in  no 
danger  of  getting  lost  in  a  Revco 
store.  Layout  permitting,  a  Revco 
store  will  always  put  the  prescription 
counter  up  front;  it  accounts  for  28% 
of  sales,  uv.  an  average  L35I  to  163 
for  its  competitors.  Dworkin  likes  die 
margins  on  prescriptions,  which  are 
still  high  even  when  discounted  .is 
they   always    are    at    Revco.    In    Fact, 
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Barfer  Dea/.  "The  Russians/'  says  Tenneco's  Freeman,  "have  only  one 
thing— gas— to  trade."  But  gas  is  big  business.  If  the  massive  LNG 
deal  with  Russia  goes  through,  Freeman  hopes  to  get  Russian  orders 
for  J.I.  Case  equipment  (left)  and  enough  tanker  business 
to  keep  his  Newport  News  yard  (above)  running  full. 


would  only  dilute  the  benefits  of  the 
planned-for  expansion. 

Freeman  is  the  handpicked  heir  of 
the  late  Gardiner  Symonds,  the  fi- 
nancial genius  who  created  Tenneco 
to  build  natural  gas  pipelines.  In  his 
day  Symonds  had  to  raise  billions  of 
dollars  at  a  time  when  a  billion  was 
really  a  billion.  Freeman  would  not 
be  Symonds'  heir  if  he  didn't  have 
some  good  ideas  of  his  own  about 
raising  money. 

More  Ways  Than  One 

For  a  start,  Freeman  last  August 
created  Tenneco  Offshore  to  buy  oil 
and  gas  leases  in  the  Gulf  of  Mexico. 
In  November  Tenneco  Offshore  went 
public,  raising  $122  million  through 
an  issue  of  shares  and  debentures— a 
neat  trick,  considering  that  Tenneco 
Offshore  had  neither  earnings  nor  as- 
sets nor  landholdings. 


Tenneco  didn't  invest  a  penny  in 
the  new  company.  Why  not?  "We 
didn't  want  that  much  debt  on  our 
balance  sheet,"  explains  Tenneco 
President  Reginald  E.  McGee.  "It  is  a 
high-risk  prospect."  But  not  for  Ten- 
neco Inc.  Through  a  subsidiary,  Ten- 
neco Oil,  it  has  formed  a  partner- 
ship with  Tenneco  Offshore  to  ex- 
plore for  oil  and  gas.  Tenneco  will 
contribute  50  cents  for  every  dollar 
put  up  by  Tenneco  Offshore,  and  for 
this  will  get  first  call  on  any  gas  or 
oil  found  plus  50%  of  any  profits.  Its 
only  risk  is  that,  if  the  project  should 
fail,  Tenneco  must  pay  off  $95  million 
in  debentures  issued  by  Tenneco  Off- 
shore when  they  mature  in  eight 
years'  time. 

No  wonder  Freeman  is  considering 
what  other  parts  of  Tenneco  he  can 
spin  off  to  the  public.  The  offshore 
nuclear    power    stations?    "It    could 


be  a  way  to  finar.xe  them,"  admits 
Freeman. 

Freeman's  next  plan:  issue  com- 
mercial paper  to  finance  oil  explora- 
tion. "The  oil  companies  have  gotten 
smart,"  explains  Freeman.  "They  will 
do  exploration  work,  but  on  our  mon- 
ey. For  us,  this  could  run  $300  mil- 
lion to  $500  million."  Tenneco  has 
never  issued  commercial  paper  be- 
fore, because  it  could  not  include 
money  spent  on  exploration  in  the 
capital  base  on  which  the  Federal 
Power  Commission  sets  gas  selling 
prices.  But  in  1971  the  FPC  re- 
versed its  rules.  Says  Freeman,  "We 
may  soon  issue  up  to  $150  million 
worth  of  commercial  paper." 

And  then  there  are  the  banks.  Ten- 
neco has  borrowed  $126  million,  and 
Freeman  has  arranged  for  an  addi- 
tional $150  million  revolving  line  of 
credit.  Only  two  months  ago  a  Bank 
of  Tokyo  emissary  walked  off  the 
Houston  streets  into  Tenneco's  head- 
quarters. "He  wanted  to  lend  us  $20 
million,"  explains  a  still  surprised 
Freeman,  "at  7.5%.  We  pay  8.25%  in 
New  York." 

Adds  a  beaming  Freeman,  "We'll 
get  by  for  two  or  three  years  without 
selling  equity."  And  then?  In  1975 
Freeman  expects  Tenneco  to  collect 
$145  million  when  5.9  million  war- 
rants issued  in  1970  are  exchanged 
for  stock.  "It's  as  I  keep  saying,"  says 
Freeman,  "since  we  are  not  issuing 
more  stock,  we  are  going  to  see  the 
earnings  come  down  to  the  bottom 
line  now." 

What  this  means  is  that,  provided 
the  economy  doesn't  cave  in,  Dick 
Freeman  has  a  good  chance  to  prove 
that  he  is  just  as  agile  at  handling 
big  projects  as  was  his  old  mentor 
Gardiner  Symonds.  ■ 


it  will  not  carry  drug  lines  that  it  can- 
not discount;  but  unlike  the  compe- 
tition it  offers  no  "specials."  Says 
Dworkin,  "In  the  long  run,  we  don't 
think  'footballs'  [loss  leaders]  are 
worth  it."  ^ 

About  two-thirds  of  Revco's  stores 
have  been  acquired,  but  not  two- 
thirds  of  its  sales  growth.  "We  buy 
only  locations,"  says  Dworkin,  mean- 
ing that  the  stores  he  buys  are  "Rev- 
coized,"  their  identity  changed  and, 
in  most  cases,  management  replaced. 
In  Arizona,  for  example,  Revco 
bought  the.  marginal  51-store  Ryan- 
Edwards  chain,  lifted  its  sales  45% 
n  one  year.  Now  it  is  trying  the 
same  trick  on  Pennsylvania-based 
White  Cross  stores,  168  stores  with 
$77  million  sales,  acquired  last  year. 
With  527  stores,  Revco  now  is  prob- 
ably No.  Two  in  number  of  stores  to 


Walgreen  and  No.  Three  in  sales  vol- 
ume,  behind  Walgreen   and  Thrifty. 

Besides  these  acquisitions,  Dwor- 
kin is  also  building  140  stores  to  be 
completed  in  the  next  two  years.  He 
believes  there  will  be  an  enormous 
growth  in  the  market  for  prepaid 
prescriptions— those  paid  for  by  third 
parties  like  insurance  companies,  un- 
ions or  government  agencies.  Such 
prescriptions  will  tend  to  go  to  the 
most  conveniently  located  store, 
Dworkin  believes.  The  more  stores  he 
has,  the  more  prescriptions  he  will 
get  to  fill. 

Revco's  sales,  including  White 
Cross  and  other  acquisitions,  will  ap- 
proach the  $300-million  mark  in  the 
fiscal  year  ending  in  May.  Earnings 
ought  to  be  around  $1.65  a  share, 
for  a  return  of  close  to  23%  on  stock- 
holders' equity.  Revco  has  been  a  hot 


stock  the  past  few  years,  rising  from 
under  15  in  1970  to  well  over  40 
recently.  Dworkin's  holdings  are  now 
worth  a  cool  $6  million. 

At  this  point,  many  men  would  re- 
lax. Don't  look  for  Dworkin  to  do  so. 
He  remembers  the  example  of  co- 
founder  Shulman,  who,  having  become 
a  millionaire,  quit.  ("He  was  a  strange 
duck,"  Dworkin  says.  "In  the  18  years 
of  our  association,  I  never  got  to 
know  him  well.")  Dworkin  isn't  that 
type.  He  likes  to  tell  about  his  strug- 
gle to  make  the  tennis  team  at  De- 
troit's Wayne  State  University.  He 
made  it,  barely,  but  collapsed  from 
the  effort  of  practicing  ten  hours  a 
day  for  a  whole  summer. 

Dworkin  tells  the  story  to  reassure 
those  who  think  he'll  allow  Revco  to 
rest  on  its  laurels.  Only  this  time  he 
doesn't  expect  any  collapse.  ■ 
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The  Rockers  Are  Rolling  in  It 

America's  young  are  showering  more  than  adulation  on  their  favorites. 

There  are  at  least  50  rock  superstars 

whose  incomes  make  Harold  Geneen's  look  like  small  change. 


We  have  no  idea  what  Margaret 
Mead  may  make  of  this.  It  may  rep- 
resent the  greening  of  America.  It 
may  represent  the  creaming  of  Ameri- 
ca. But  the  fact  is  this:  The  fastest 
way  to  hecome  a  millionaire  these 
days  in  these  United  States  is  to  be- 
come a  big  rock  'n'  roll  star. 

One  statistic  sums  it  up:  Forbes 
estimates  that  at  least  50  music  super- 
stars are  currently  earning  between 
$2  million  and  $6  million  a  year. 
These  stars,  35  individuals  and  15 
additional  groups,  make  from  three  to 
seven  times  more  than  Harold  Geneen, 
the  highest-paid  executive  in  the 
country,  makes.  That's  50  super-Ge- 
neens  as  far  as  relative  earning  pow- 
er is  concerned. 

A  few  veteran  pop  and  country 
singers  are  music  millionaires:  Andy 
Williams,  Johnny  Cash  and  Buck 
Owens.  However,  for  the  most  part 
the  big  earners  are  youthful  perform- 
ers like  Alice  Cooper,  Elton  John,  the 


Rolling  Stones,  Sly  And  The  Family 
Stone,  Chicago  and  on  and  on.  They're 
not  just  new-rich.  They're  kid-rich, 
some  as  young  as  nine-year-old  "Lit- 
tle" Jimmy  Osmond,  none  older  than 
38-year-old  Elvis  Presley. 

Who  Deserves  If? 

"It's  ridiculous,"  says  Johnny  Ma- 
this,  who  made  $1  million  a  year 
when  he  was  on  top  in  the  Fifties, 
and  still  nets  $500,000.  "Performers 
aren't  worth  this  kind  of  money.  In 
fact,  nobody  is." 

Jerry  Wexler,  Atlantic  Recording 
Corp.'s  executive  vice  president,  con- 
cedes that  the  numbers  sound  absurd. 
But  he  shrugs:  "It's  pure  capitalism. 
In  any  field,  the  guy  who  sells  the 
most  to  his  followers,  makes  the  most 
money." 

Not  so  many  years  ago  Frank 
Sinatra  and  Mathis  had  to  strain  to 
hit  $1  million.  Since  then,  however, 
record  sales— and  performers'  incomes 


—have  more  than  doubled.  Last  year 
music  lovers,  who  are  largely  the 
affluent  between  12  and  32,  shelled 
out  around  $2  billion  for  records  and 
tapes,  plus  another  $150  million  to  see 
their  favorites  in  concert. 

Why  has  the  record  business  sur- 
passed Broadway  (gross  revenues: 
$36  million),  professional  sports 
($540  million),  movies  ($1.3  billion) 
and  network  television  ($1  billion)? 
Industry  executives  talk  vaguely  about 
teenage  affluence,  Beatlemania  and 
the  music  consciousness  it  fostered. 
But  that's  only  part  of  it.  It's  ob- 
vious that  today's  rock  stars  are  sell- 
ing more  than  just  music  that  the 
kids  can  hear  for  free  on  the  radio. 

A  major  record  executive,  who 
asked  not  to  be  named,  has  a  theory: 
"Rock  'n'  roll  is  music  by  the  inept 
for  the  untutored.  There  is  no  gulf 
between  the  audience  and  the  per- 
former. Every  kid  in  Scarsdale  says  to 
himself,   T  could   sing  like  that.'  So 


Alice  Cooper  making  $7  million. 
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for  the  kids,  worshiping  a  rock  star— 
and  making  occasional  $6  offerings 
for  his  albums  and  concert  tickets- 
is  a  way  of  worshiping  themselves." 

There's  truth  to  this  description. 
On  balance,  the  superstars  are  the 
kids  next  door  who  struggled  for  fame 
and  fortune  long  enough  to  get  lucky. 
Not  talent  but  luck  is  the  key  word. 
All  the  superstars  Forbes  interviewed 
said  the  same  thing:  It's  a  short  step 
from  the  audience  to  the  stage,  but 
it's  a  long  climb  to  the  top.  Below 
are  three  typical  success  stories. 

Alice  &  Richard  &  Karen  &  Harry 

Lounging  in  a  $160-a-day  Beverly 
Hills  Hotel  suite,  Alice  Cooper,  who's 
a  he,  told  of  rifling  girls'  purses  for 
food  money  and  sleeping  eight  to  a 
room  only  four  years  ago  in  another 
part  of  Los  Angeles  called  Evil  Hill. 
"That  was  before  the  bisexual  revolu- 
tion," says  Alice,  the  son  of  a  Phoenix 
minister,  who  livens  his  act  by  singing 
to  a  live  boa  constrictor  and  chop- 
ping up  a  fake  baby.  "Nobody  would 
touch  us." 

People  wouldn't  even  stay  in  the 
same  room.  One  night  half  the  audi- 
ence walked  out.  "That's  when  I  knew 
we  had  something,"  says  Shep  Gor- 
don, who  began  managing  the  act 
five  years  ago  despite  his  age  (22) 
and  his  experience  (none).  "I  figured 
anybody  who  got  to  people  like  that 
could  be  a  big  star." 

Gordon  took  Alice  on  the  road. 
Audiences  kept  deserting  Alice,  and 
Alice  in  turn  kept  deserting  hotels  via 
the  back  door.  By  1970  the  act  owed 
more  than  $100,000.  But  just  about 
then  Warner  Brothers  Records  de- 
cided the  time  was  right  for  "freak 
rock." 

Alice's  first  Warners  LP,  "Love  It 
to  Death,"  sold  over  500,000  units  (or 
about  $3  million  in  retail  sales).  A 
star  was  born. 

Resplendent  in  high-heeled  Buster 
Brown  shoes,  polka  dot  pants  and  a 
billowy  shirt  open  to  his  bony  chest, 
Alice  told  Forbes,  "The  idea  all  along 
was  to  make  $1  million.  Otherwise 
the  struggle  wouldn't  have  been 
worth  it.  I  was  on  the  road  for  2M 
years  straight.  Look  at  me.  I'm  24, 
but  I  look  30." 

Alice  has  his  million.  In  fact,  he 
spent  $3,270  to  take  the  cash  out  of 
New  York's  Manufacturers  Trust  Co. 
and  pose  with  it  to  promote  his  cur- 
rent $4.6-million  concert  tour  and  his 
new  LP,  "Billion  Dollar  Babies." 

Thumbing  through  photos  of  his 
money,  Alice  said:  "I'm  the  most 
American  rock  act.  I  have  American 
ideals.  I  love  money." 

The  Carpenters'  story  is  ail-Ameri- 
can, too.  From  the  beginning,  when 
Richard   was   organizing  high   school 


combos  and  sister  Karen  was  thump- 
ing away  on  her  drums  in  the  bed- 
room, their  most  worshipful  fans  were 
their  mom  and  dad. 

Dad,  a  printer,  took  a  second  job 
to  buy  them  amplifiers.  Then  he  got 
them  a  station  wagon  to  carry  around 
the  amps. 

Nothing  helped.  Riots  and  Vietnam 
dominated  the  news.  The  kids  wanted 
long-haired  protesters  and  jarring 
"acid  rock."  The  Carpenters  offered 
squeaky-clean  wholesomeness  and 
soft  melodies.  RCA's  record  division 
dumped  them  in  1967,  after  which 
they  were  rejected  by  a  succession  of 
companies,  "even  the  funky  ones," 
says  Richard. 

Then  late  in  1969  Herb  Alpert, 
who  made  his  millions  by  creating 
the  Tijuana  Brass  sound,  signed  them 
to  his  A&M  Recording  Co.  They  re- 
leased "Close  to  You,"  the  first  of  four 
straight  gold  ($1  million)  albums. 

Their  parents'  faith  has  been  re- 
warded—literally. The  kids,  now  in 
their  mid-20s,  retired  dad  a  couple 
of  years  ago  and  replaced  the  family's 
old  $27,000  home  in  middle-class 
Downey,  Calif,  with  a  suburban 
dream  house  in  a  much  ritzier  section 
of  the  town. 

Karen  and  Richard,  who  still  live 
at  home,  insist  that  success  hasn't 
changed  them.  Says  Karen:  "We  had 
a  typical  American  childhood.  You 
might  say  we  were  spoiled  rotten. 
Whenever  we  wanted  something,  our 
parents  got  it  for  us.  Now  whenever 
I  want  something,  I  just  write  a  check. 
One  way  or  another  we've  always  got- 
ten what  we  wanted." 

Harry  Nilsson  had  a  tougher  life. 
His  father  left  home  when  Harry  was 
a  baby.  At  15,  he  quit  school  and 
ran  away  to  California. 

Sipping  double  dry  martinis  through 
his  red  beard,  Nilsson  says  he  was  a 
teenage  dreamer:  "I  would  pull  the 
pillow  over  my  head  in  some  $2.50 
hotel  room  and  imagine  myself  taking 
bows  before  an  audience.  My  goal  was 
riches  and  fame." 

His  brains  and  a  few  lies  landed 
him  a  bank  job  instead.  Within  seven 
years,  he  headed  the  bank's  computer 
section  at  night  and  wrote  hit  pop 
songs  by  day. 

"I  remember  sitting  around  the 
Beverly  Hills  Hotel  pool  discussing 
$250,000  deals,  and  then  speeding 
to  the  bank,  fixing  my  tie  as  I  drove 
along.  I  loved  the  bank  job.  It  was 
security.  But  I  couldn't  afford  to  stay. 
I  was  making  twice  as  much  in  music." 

RCA  signed  him  in  1968.  Finally 
last  year,  at  30,  he  exploded  with 
two  smash  albums,  four  hit  singles 
and  music's  equivalent  of  the  Oscar 
for  his  recording  of  "Without  You." 
He  netted  a  little  under  $1  million. 


This  year  he  will  sign  new  recording 
and  writing  contracts  that  will  guaran- 
tee him  at  least  $6  million  over  the 
next  few  years.  "Talk  fast,"  he 
quipped.  "Remember,  my  time  is 
worth  $10  a  minute." 

With  a  touch  of  a  British  accent 
he  has  picked  up  since  buying  a  Lon- 
don flat,  Nilsson  says:  "There  is  more 
to  life  than  money.  But  money  is  the 
first  plateau." 

A  Jackpot  Pie 

As  those  stories  indicate,  all  a  rock- 
er needs  to  make  a  pile  is  one  "mon- 
ster" hit.  Every  year  one  or  two  com- 
plete unknowns  become  overnight  mil- 
lionaires. Last  year's  jackpot  winner 
was  27-year-old  Don  McLean,  who 
wrote  and  sang  "American  Pie."  Let's 
count  his  winnings. 

Singers  get  a  percentage  of  the 
price  of  every  record  sold.  Beginners 
generally  get  around  4%  of  list,  25 
cents  on  a  typical  LP,  about  4  cents 
on  a  single.  This  is  not  as  good  as  it 
sounds,  because  the  record  compa- 
nies usually  deduct  various  expenses 
from  the  performer's  share,  including 
recording  costs.  The  expenses  are 
rarely  under  $25,000.  So  if  an  LP 
sells  only  5,000  units  (which  is  not 
unusual  for  a  dud),  the  artist  ends 
up  technically  in  hock  to  the  record 
company  for  $23,750.  At  100,000 
records  he  barely  breaks  even.  The 
leverage,  however,  is  terrific.  At 
200,000  platters,  assuming  moderate 
expenses,   the  artist   can   get   around 
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The  Carpenters'  $300,000  split-level  is  "a  bastion  of  elegance. 


$25,000.  At  one  million  copies,  he  can 
come  out  with  around  $225,000— on 

a  single  album. 

What  it  boils  down  to  is  that  most 
rockers  starve,  while  a  handful  of 
superstars  roll  in  money.  For  the  more 
records  a  star  sells,  the  higher  the 
royalty  he  can  demand.  Some  super- 
stars get  up  to  80  cents  per  LP  (a 
so-called  16fideal). 

McLean,  a  middleranker  at  around 
10%,  reportedly  sold  4.5  million 
"American  Pie"  singles  and  1.8  mil- 
lion LPs  to  net  around  $1.1  million. 
That's  just  for  his  singing. 

There's  a  lot  more.  Like  most  cur- 
rent artists,  McLean  writes  his  own 
songs  (something  the  Sinatra  genera- 
tion almost  never  did).  That  entitles 
McLean  to  the  standard  writer's 
royalty  of  a  penny  per  cut,  or  2  cents 
per  single  and  12  cents  per  LP.  More- 
over, he  owns  a  half  share  of  his  pub- 
lishing copyrights,  which  provides 
another  penny  per  single  and  6  more 
cents  per  LP.  In  all,  writing  and  pub- 
lishing royalties  have  yielded  him 
about  an  additional  $460,000. 

Now  add  around  $200,000  for  for- 
eign record  sales  and  broadcast  royal- 
ties, and  you  get  a  grand  total  of  $1.6 
million.  His  manager  gets  at  least  10% 
of  that;  so  does  his  booking  agent. 
But  that  still  leaves  McLean  at  least 
$1.2  million! 

"Two  years  ago,"  says  a  Los  Angeles 
record  executive,  "he  used  to  sit  in 
my  office  barefoot." 

(McLean's  record  company,  the 
United  Artist  Records  subsidiary  of 
Transamerica  Corp.,  did  even  better. 
After  artist  royalties  and  overhead, 
promotion  and  distribution  expenses, 
UA  ought  to  be  clearing  20  cents  per 
single  and  up  to  $1  per  album.) 

There  are  several  "American  Pie" 
hits  every  year.  Sinatra  probably 
never  sold  1  million  copies  of  any  of 
his  LPs.  But  that  was  yesterday.  To- 
day six  Warner  Brothers  artists  alone 
sell  1  million  copies  of  just  about 
everything  they  release. 

So  far  Carole  King  has  sold  6  mil- 
lion "Tapestry"  albums  in  the  U.S., 
plus  another  3  million  worldwide. 
Despite  a  low  royalty— of,  say,  35 
cents    per    LP— she    has    netted    well 


over  $3  million.  The  Beatles  probably 
made  much  more  on  "Abbey  Road." 
So  did  Simon  &  Garfunkel  with 
"Bridge  Over  Troubled  Water."  Paul 
Simon's  writer  royalties  on  that  title 
song  alone  are  said  to  approach 
$750,000,  and  may  net  him  another 
$1  million  during  his  lifetime.  When 
Forbes  called  Simon  to  check  these 
estimates,  he  said  only:  "I  don't  want 
to  discuss  business.  It  doesn't  interest 
me."  Not  any  longer  it  doesn't.  Simon 
is  a  multimillionaire. 

More  To  Come 

Having  a  hit  record,  furthermore, 
is  only  the  beginning.  It  creates  fans 
all  over  the  world— no  exaggeration— 
who  clamor  to  see  the  star  in  concert, 
in  movies  and  on  TV.  The  artist  gets 
all  this  outside  income;  none  of  it  is 
shared  with  his  record  company. 

Concerts   can   be   extremely   profit- 


Trie  richest  couple  in  enter- 
tainment? The  obvious  choice 
is  Liz  Taylor  and  Richard  Burton. 
A  better  choice  is  newly  wed 
Carly  Simon  and  James  Taylor. 
This  year  the  singing 
Taylors  may  outearn  the  acting 
Taylors  by  $1  million,  about 
$4  million  to  $3  million. 


able.  Most  of  the  superstars  Forbes 
studied  earn  more  performing  than 
recording.  Take  Neil  Young,  who  per- 
forms in  tattered  denims.  He  sells  out 
10,000-seat  sports  arenas  at  $5  to  $6 
a  head  with  ease  and  walks  away 
with  around  $18,000  a  night.  Young 
will  clear  nearly  $2  million  for  him- 
self from  his  current  three-month  tour, 
even  after  paying  his  back-up  musi- 
cians $100,000  each. 

No  other  type  of  performance— be 
it  starring  in  movies,  a  TV  series  or 
nightclubs— can  touch  the  concert 
game.  Indeed,  in  comparison  to  con- 
certs, playing  Las  Vegas  is  like  en- 
tertaining at  a  bar  mitzvah.  Elvis 
Presley  commands  one  of  the  fattest 
fees  in  Vegas,  some  $150,000  for 
seven  nights'  work.  Last  summer  at 
New  York's  Madison  Square  Garden, 
Elvis  netted  close  to  $400,000  in  just 
three  nights. 

Moreover,  smart  rock  acts  film  their 
concerts  and  turn  out  feature-length 
motion  pictures  and  one-shot  TV  spe- 
cials. Elvis  apparently  netted  well 
over  $1  million  for  a  one-hour  con- 
cert that  was  beamed  live  last  winter 
via  satellite  to  most  of  the  world. 

As  if  all  this  wasn't  enough,  mer- 
chandising can  be  a  bonanza,  too. 
Take  a  teenybopper  idol  like  the  Par- 
tridge Family's  David  Cassidy,  who 
at  22  is  getting  a  little  long  in  the 
tooth.  (Query:  Is  it  age,  or  the  way  he 
smiles?)  He  has  earned  untold  thou- 
sands for  years  on  T-shirts,  "love  kits" 
that  contain  a  few  photos  and  a  secret 
love  message  and,  of  course,  bubble 
gum.  Now  acts  with  older  fans  are 
jumping  in.  Alice  Cooper  is  selling 
cosmetics  for  men.  His  "whiplash  mas- 
cara" is  a  natural  for  the  guys  who 
attend  his  concerts  in  capes,  eye- 
shadow and  glitter.  And  the  Rolling 
Stones  want  to  tie  up  with  a  man- 
ufacturer to  sell  Rolling  Stone  beer 
and  wine.  You  can  imagine  the  ads: 
GET  STONED. 

Doubling  Up 

Add  up  all  the  outside  sources, 
and  you  can  see  why  the  biggest  acts 
can  easily  double  their  record  income 
and  earn  between  $2  million  and  $6 
million  a  year.  FORBES  couldn't  verify 
any  current  annual  incomes  above 
$6  million.  But  Alan  Livingston,  Cap- 
itol Records'  former  president,  csli 
mates  th.it  at  their  peak  in  L987  and 
1968  the  Beatles  earned  well  OVei 
$10  million  a  year.  Some  say  it  was 
more  like  820  million. 

Okay,  the  kid  nc\t  door,  after  years 
of  sacrifice,  becomes  a  supers!. n 
What  does  he  do  next?  lb'  runs  to 
the  phone  and  calls  his  record  coin 
pany  president  To  thank  him?  Guess 
again.  The  star  whispers  that  lie's 
losing   his   voice.    I'nless    his    royalties 
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To  understand 

Rockwell 

International, 

you  have  to  look 

into  some  unusual 

places. 


Start  with  our  new  name.  In  mid- 
February,  we  changed  it  from 
North  American  Rockwell  to 
Rockwell  International.  A  new 
name  to  reflect  the  new  dimensions 
of  the  company.  Keep  looking. 

Look  under  a  giant  rock  hauler. 
Heavy-duty  steering  and  planetary 
drive  axles?  Ours.  We  build  more  of 
them  than  anyone  else.  Anywhere. 
Brakes?  Ours,  too.  Seven  out  of  ten 
heavy-duty  rigs  stop  with  our  brakes. 


You'll  see  more  of  us  under  highway 
trucks,  buses,  farm  equipment  and 
industrial  vehicles. 

Now  look  into  the  future.  We're 
prime  contractor  for  the  Space 
Shuttle— a  new  generation  of 
spacecraft  that  will  put  space  to 
work  for  man. 

But  these  are  just  some  of  the 
company's  growth  areas.  Turn 
the  page  and  see  what  else 
Rockwell  International  is  doing. 


/  r  •■ 


but  don't  stop  here... 


■*** 


To  understand  Rockwell  International, 
you  have  to  look  into  some  unusual  places. 


.ook  in  a 
lome  workshop. 

We  make  Rockwell  power  tools. 
The  merger  of  Rockwell  Manu- 
facturing Company  into  the 
corporation  broadens  our 
product  scope  to  encompass 
power  and  garden  tools, 
flow  control  products  and 
flow  measurement  equipment— 
including  gas  and  water 
meters  for  the  booming 
construction  industry. 


Read 

a  newspaper. 

Two  out  of  three  U.S.  daily 
newspapers  are  printed  on 
presses  made  by  our 
MGD  Graphic  Systems  Division. 
In  newspaper  and  commercial 
printing  equipment,  MGD  is 
developing  innovative  products 
with  a  direct  assist  from  our 
Electronics  Group— an  example 
of  Rockwell  International 
technology  transfer. 


Take 
a  drive. 


You're  probably  riding  with 

some  of  our  products  in  your 

family  car.  We  have  parts  in 

virtually  every  car  made  in 

America  today.  Everything  from 

bumpers  to  springs  to 

wheel  covers 

to  a  wide 

range  of 

plastic 

components. 


Rockwell  International  -when 


Formerly  North  American  Rockwell 


Shop 

for  fashions. 

You'll  find  us  here,  too. 
Our  Textile  Machinery  Divisions 
are  in  fashion  fabrics.  In  a  big  way — 
here  and  abroad.  We  make  the 
machines  that  make  denim, 
corduroy  and  double  knits.  Our  new 
Spunwarp®  machine  makes  a  new 
kind  of  fabric  that  offers  the 
shape-retention  qualities  of  a 
double  knit  plus  the 
feel  of  a  weave.  Watch  for  it  in 
men's  and  women's  fashions. 


Talk 
to  a  pilot 


More  than  likely,  he'll  tell  you 
about  some  of  the  planes  we've 
built.  Like  the  P-51  Mustang. 
And  the  B-25.  And  the 
F-86  Sabre  Jet. 

Then  he'll  tell  you  about  some 
of  the  planes  we're  building  right 
now.  Like  the  B-l  Strategic 
aircraft  we're  building  for  the 
U.S.  Air  Force.  Or  the  Sabre  75 A 
executive  jet  shown  below.  And 
that  Sabre  business  jets  have 
flown  more  miles  than  any  other 
executive  jet  /i\  flying. 

Anywhere. 


Look 

into  a  calculator. 

We  make  the  microelectronic 
circuits  that  make  calculators 
so  fast.  So  smart.  So  small. 
And  so  inexpensive.  In  fact, 
we're  the  world's  leading 
supplier  of  these  micro-circuits. 

And  that's  just  part  of  what 
our  Electronics  Group  is  doing. 

That's  the  kind  of  company 
Rockwell  International  is.  Scientific, 
in  down-to-earth  business  ways. 

For  more  about  us,  write 
for  our  Annual  Report. 
Rockwell  International, 
Dept.  815R, 

600  Grant  Street, 
Pittsburgh,  Pa.  15219. 


Rockwell  International 


science  gets  down  to  business. 


Multibanking 

makes  money  talk  in 
many  languages. 


In  addition  to  the  kind  of  corporate  loans  you  need,  in  the 
form  that  will  be  most  convenient,  your  Cirard  Contact 
Officer  can  provide  this  international  Multibanking  team. 
They  bring  action  to  corporate  objectives  like:  increasing 
export  markets,  providing  more  efficient  export  and  import 
financing,  improving  international  cash  management. 

Robert  Damerjian,  Girard  Money  Center — Using  the  new 
Girard  Money  Center  communications  complex  in  Phila- 
delphia, traders  constantly  monitor  trends  in  the  U.S 
investment  and  international  money  markets.  Only  sec 
onds  away  from  other  money  centers  around  the  globe, 
they  help  you  make  the  most  favorable  transaction  at  any 
given  time. 

Phillip  Fahey,  Girard  London  Branch — Located  at  a  hub  of 
world  banking,  Girard's  London  Branch  gives  you  direct 
access  to  all  international  money  markets.  Through  its 
Penn  Sharp  Associates  Ltd.,  subsidiary,  Girard  also  offers  a 
multitude  of  "merchant  banking"  services. 


Peter  Henderson,  Girard  International  Bank — From  New 
York,  Girard  International  Bank  offers  a  complete  range  of 
international  banking  services,  from  money  transfers  to  .1 
sophisticated  export  financing  package. 

Multibanking  is  like  adding  a  full  spectrum  of  specialists 
to  your  staff.  In  international  banking  alone,  you  can 
choose  from  experts  in  Philadelphia,  New  York,  London, 
Paris  and  more  than  3,000  banking  "partners"  around  the 
world.  Call  us  for  action,  (215)  585-287r. 


O 


GIRARD  BANK 

PHILADELPHIA  •  LONDON  •  PARIS 

CIRARD   INTERNATIONAL   BANK  •   NEW  YORK 


are  doubled,  he  says  ominously,  he 
may  never  sing  again. 

Ethics?  The  sanctity  of  contracts? 
Millions  of  dollars  are  up  for  grabs. 
There's  no  time  for  niceties. 

The  president  could  hang  up.  Most 
artists  sign  for  five  years  or  ten  al- 
bums, whichever  comes  last.  That 
way,  a  company  could  lock  up  an  un- 
cooperative act  for  life.  However,  the 
company  is  in  business  to  sell  records, 
and  if  the  act  is  really  that  big  .  .  . 
well,  okay. 

Alice  Cooper  got  a  35%  boost  to 
about  55  cents  per  LP  after  his  first 
Warner's  album.  But  Alice  had  to  sign 
a  new  contract,  obligating  the  act  to 
five  more  years  and  ten  more  LPs. 

"It's  volunteered  slavery,"  says  a 
rock  manager,  "except  the  slaves  get 
to  ride  around  in  a  Mercedes." 

How  much  can  a  hot  act  demand? 
There  are  no  limits.  Columbia  Rec- 
ords claimed  that  Sly  And  The  Fam- 
ily Stone  still  owed  several  albums 
under  a  1965  contract.  Nevertheless, 
last  fall  Columbia  President  Clive  Da- 
vis handed  the  group  $1  million  for 
the  first  LP  of  a  new  deal.  No  act 
has  ever  gotten  so  much  for  so  lit- 
tle product.  Since  then,  police  have 
arrested  Sly  (ne  Sylvester  Stewart) 
twice  for  the  possession  and  sale  of 
dangerous  drugs. 

Now  it's  rumored  that  Bob  Dylan, 
the  lost  voice  of  today's  lost  genera- 
tion, is  seeking  that  kind  of  money  to 
come  back  and  record  again.  Is  an 
aging  legend,  who  never  sold  like  Sly 
or  the  Beatles,  worth  $900,000  an 
LP?  A  top  record  executive  stroked 
his  chin  and  said:  "He  might  be 
worth  more." 

Outer  Limits? 

As  we  said,  there  are  no  limits. 
Livingston  notes  that  Benny  Good- 
man, Nat  King  Cole  and  the  other 
giants  he  negotiated  with  at  Capitol 
were  nowhere  near  "as  unreasonably 
tough  as  today's  anti-Establishment 
rock  stars.  They  don't  want  anybody 
to  make  money  on  them.  They  want 
it  all."  At  the  same  time,  the  record 
companies-  are  now  run  by  gamblers 
who  seem*  willing  to  pay  anything— 
indeed,  to  do  anything— to  land  the 
next  Beatles  (who  sold  a  half-billion 
records ) . 

Steve  Paley  of  CBS'  Columbia  Rec- 
ords, William  Paley's  son,  says:  "This 
business  is  amoral.  If  Hitler  put  to- 
gether a  combo,  all  the  top  execu- 
tives would"  catch  the  next  plane  to 
Argentina  to  sign  him  up." 

A  few  months  after  the  superstar 
gets  his  first  "monster"  (and  has  re- 
negotiated his  old  contract),  the  mon- 
ey starts  pouring  in  like  water  through 
a  faucet.  The  dollars  overflow  the  tub. 
More   than    likely,    the    dazed   enter- 


Superfly,  the  smash  movie,  was 
a  great  investment.  The  $360,000 
film  grossed  about  $20  million  at 
the  box  office.  Moviemaker  Sig 
Shore  cleared  around  $2  million. 
But  "Superfly,"  the  smash  sound- 
track, was  even  better.  The  $1  8,000 
recording  grossed  over  $20  million 
at    the    retail    level.    One    reason-. 


Overseas  the  record  was  golden; 
the  movie  was  leaden.  Musicmaker 
Curtis  Mayfield  did  every  cent  as 
well  as  moviemaker  Shore.  His 
$2  million  breaks  down  this  way— 
about  $1.2  million  for  selling 
2.3  million  LPs  and  3  million 
singles  and  at  least  $800,000  in 
composer  and  foreign  royalties. 


Drugs  and  self-destruction  are  as 
much  a  part  of  the  rock  scene  as 
electric  guitars.  We  can't  explain 
why,  beyond  noting  that  rock 
stars  have  the  time  and  the  money 
to  overindulge  themselves— with 
sex,  booze  and  hard  drugs.  At 
least  ten  well-known  performers 
have  died  from  various  overdoses 


during  the  last  few  years.  The  most 
famous:  Jimi  Hendrix  (left)  took 
an  overdose  of  pills  and  choked 
to  death  on  his  vomit;  Janis  Jop- 
lin  "accidentally"  ODed  on  her- 
oin; and  hard-drinking  Jim  Mor- 
rison died  of  a  heart  attack  at 
age  27.  Doctors  said  he  had  the 
internal  organs  of  a  man  of  55. 
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You  ought  to 

get  to  know  us  by 
the  company 
we  keep. 
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Today s  Textron  is  a  diversified  company  with  more  than 
30  Divisions.  Our  new  Annual  Report  reviews  Textron  s  remarkable 
growth  since  its  pioneering  diversification  move  20  years 
ago.  And  the  manner  in  which  its  positioned  for  future 
earnings  growth.  In  1972,  net  income  was  the  highest  in 
our  history,  increasing  14%  over  the  previous  year.  Get  to 
know  us  all  better.  Write:  Textron  Annual  Report, 
40  Westminster  Street,  Providence,  Rhode  Lland  02903. 
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Textron. 

The  company. 


tainer  grabs  a  bucket  and  starts 
throwing  the  stuff  out  the  window. 
(For  a  case  in  point,  see  former 
Monkee  star  Michael  Nesmith's  story, 
"Trapped,"  p.  39.) 

"It's  so  much  money  that  it  can 
become  funny  money,"  says  Jerry  Ru- 
benstein  of  Segel,  Rubenstein  &  Gor- 
don, a  respected  financial  counselor 
based  in  Los  Angeles.  "We've  seen 
performers  run  through  as  much  as 
$3  million  a  year." 

His  clients  are  kept  on  budget. 
Rubenstein  claims  that  four  of  his  40 
performers,  including  Neil  Young,  are 
set  for  life,  thanks  to  a  tax-sheltered 
pension  plan  and  a  series  of  apart- 
ment house  and  shopping  center  pur- 
chases. Young  also  owns  a  1,000- 
acre  ranch  north  of  San  Francisco. 
Others  with  expert  advisers  are  in 
good  shape,  too. 

Rebellion  Money 

None  of  them,  however,  has  done 
anything  exciting  with  his  money. 
All  they've  tried  to  do  so  far  is  ac- 
cumulate what  they  call  "[bleep-] 
you  money,"  a  sum  so  large  that  no- 
body can  force  them  to  do  anything 
they  don't  want  to  do.  Once  they  have 
that,  the  young  millionaires  may 
branch  out  like  Ruck  Owens,  the 
crafty  country  and  western  singer. 

When  Owens'  money  started  roll- 
ing in  ten  years  ago,  he  expanded  his 
music  publishing  interests  by  signing 
other  young  country  stars  like  Merle 
Haggard  and  Susan  Raye;  bought 
four  profit-making  radio  stations  and 
syndicated  his  own  weekly  TV  series. 
He  owns  the  TV  tapes,  and  in  1980, 
under  an  unusual  arrangement,  he 
will  get  every  master  record  he  and 
his  artists  ever  made  at  Capitol- 
some  500  cuts.  He  could  then  press 
his  own  LPs,  or  sell  the  masters  to 
the  highest  bidder  ( and  pay  only  cap- 
ital gains  taxes).  Says  Owens:  "When 
video  cassettes  come  along,  old  Ruck 
is  going  to  make  some  deals."  Cur- 
rently, the  42-year-old  performer,  who 
grew  up  dirt-poor  in  Texas,  is  pulling 
down  around  $3  million  a  year.  Or 
as  he  puts  it  in  his  best  down-home 
drawl:  "I  got  enough  money  to  set 
fire  to  a  wet  hound  dog." 

Financially  astute  superstars  are 
the  exceptions.  Many  are  high  school 
dropouts  who  don't  pretend  to  be 
businessmen;  they  only  pretend  to  be 
artists.  Beyond  that,  they  get  their 
kicks  by  being  disrespectful  toward 
the  money  they  never  really  "earned." 
For  every  Buck  Owens,  there  are  20 
Toy  Farouks. 

The  Mamas  and  the  Papas'  John 
Phillips  moved  into  Jeanette  Mac- 
Donald's  old  mansion  with  his  first 
$65,000  royalty  check,  and  furnished 
it  with  his  second.  He  should  have 


ELECTRONIC  CALCULATOR 

THE  COMMODORE  C-8 

A  Full  Capacity, 

B  Digit  Instrument  that: 

X  MULTIPLIES     +  ADDS 

-J-  DIVIDES     —SUBTRACTS 

•  Full  8-Digit  Display 

•  Constant  Factor  Memory  for 
Series  Multiplication  or  Division 

•  Automatic  Decimal  Function  which 
assures  proper  placement  of  the 
decimal  point  at  all  times. 

•  Large,  Easy-to-see  Readout 

•  True  Credit  Balance  with 
Minus  Indicator 

•  Algebraic  Circuitry  Logic 

•  Completely  Solid-State— 
no  mechanical  parts  to  cause  trouble 

•  Large,  full-size  console  keyboard  for  easy, 
fast  operation 

•  Instant  Answers— calculating  speed  of 
0.5  Miliseconds 

•  U.L.  Approved— A/C  power  cord 

•  Does  Chain  Calculations 

•  Does  Complex  Mixed  Calculations 
THE  INSTANT  SOLUTION  T0- 

•  Tax  Computations  •  Monthly  billing  problems 

•  Expense  calculations  •  Estimating  office 
budgets  •  Balancing  checking  accounts  •  Plus 
hundreds  of  applications  at  home 

Dispense  with  tedious  pencil  &  paper 
computations  forever. 

Here's  the  Professional  Solution  to  the  numbers 
problem  ...  in  the  office  or  at  home. 
It's  no  trick  to  usel  This  new  Commodore  Elec- 
tronic Calculator  can  do  everything  an  ordinary 
adding  machine  can  do— plus  Multiply,  Divide, 
and  Compute  Compound  Interest!  It  does  it  much 
quicker  and  quieter  too,  because  it  is  completely 
solid-state  without  all  the  noisy,  mechanical 
moving  parts  of  the  old-fashioned  office  ma- 
chines. There's  nothing  to  go  wrong— nothing 
to  jam  up.  If  it's  plugged  in,  it's  workingl 
WARRANTY  .  .  .  Your  Commodore  C-8  calculator 
is  of  such  high  quality  and  precision  workman- 
ship that  it  is  covered  by  a  1-year  replacement 
warranty  against  manufacturer's  defects. 


95! 

Plus  Postage 

Please  ship  me. Commodore  C-8 

how  many 
Electronic  Calculators  at  $59.95  (plus  $2.00  post- 
age and  insurance)  each. 

Illinois  residents  add  5%  Sales  Tax, 

B  Check  or  Money  Order  Enclosed  F4/15 

Please  charge  to  my  credit  card 

American  Express  # 

Bank  Americard  # 

Master  Charge  #_ 


Master  Charge  Bank  # 

Charge  Card  Expiration  Date:. 


NAME 


ADDRESS 


CITY 


STATE 


ZIP  CODE 


PUT  CARD  IN  ENVELOPE  AND  MAIL  TO: 
CONTEMPORARY  MARKETING,  INC. 

607A  COUNTRY  CLUB  DR. 

BENSENVILLE,  ILL.  60106 


We  believe  there 
are  at  least  5000 
men  in  this  country 
who  love 
their  children  . . . 
and  want  to  leave 
them  a  beautiful 
legacy  valued  at 
$25,000 . . . 

...  So  we  have  provided  5000 
limited  edition  collector  prints  of 
each  of  Richard  Sloan's  great 
bird  paintings.  The  first  21  in 
this  series  in  just  a  little  over 
two  years  appreciated  in  value 
to  $2850  from  an  introductory 
price  of  $630. 

the  top  wildlife  print  in  Am. 

For  investment  details,  plus  a  copy  of  "300 
Years  of  American  Bird  Artistry  and  Why 
It  Is  a  Good  Investment,"  and  a  copy  of 
our  international  nature  publication,  send 
25  cents  to: 

GRIGGSVILLE  WILD   BIRD  SOCIETY 
Griggsville,  Illinois  62340  Box  222B 


Because  executive  and  pro- 
fessional men  and  women 
sometimes  need  a  personal 
loan,  too... 

Now 

you  can  borrow 

$1,500  to  $25,000  in 

absolute  privacy 

entirely  by  mail. 


No  time-consuming  interview  and  no 
embarrassment.  Repay  in  convenient 
low  monthly  sums. This  popular  method 
of  obtaining  cash  by  mail  is  currently 
being  utilized  by  prominent  and  busy 
individuals  who  desire  fast  service, 
conveniently  in  the  privacy  of  their 
home  or  office.  Offered  by 
a  subsidiary  of  one  of 
America's  most  respected 
financial  institutions.  For 
immediate  details  (no 
one  will  call),  write  .  . . 


Associates  Financial  Services  Corp. 
Suite  3020,  1030  E.  Jefferson  Blvd., 
South  Bend,  Indiana,  or  call  collect 
Mr.  Jack  McMahon  at  219/284-2458. 
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WE  FOUND A 

WORLD  OF 

OPPORTUNITY 

OVERSEAS 


Even  though  domestic  sales  alone  make  us  the 
world's  largest  producer  of  truck-trailers  and  containers,  we  also 
sell  products  in  over  80  different  countries.  These  products 
are  manufactured  in  14  nations  in  addition  to  the 
United  States  and  Canada. 

We've  found  the  need  for  truck-trailers  and  other 
transportation-related  products  just  as  great  in  these 
nations.  And,  as  new  economies  awaken,  the  need  for  truck- 
trailers  grows  faster  and  faster  throughout  the  world. 

In  fact,  the  continuing 
world-wide  interest  in 
containers  and  container 
handling  systems  has  kept  us 
working  overtime  to  meet 
the  demand. 

We're  also 
involved  in  finance, 
ship  repair  and 
conversions,  and  refuse 
removal  equipment. 

For  more 
information  about  the 
Fruehauf  Corporation  and 
where  we're  growing,  write  for  our 
Annual  Report.  Fruehauf  Corporation, 
Dept.  FO-43,  10900  Harper,  Detroit,  Michigan  48232. 


installed  revolving  doors.  The  group 
disbanded.  He  moved  out,  and  Sly, 
Columbia's  $l-million  baby,  moved  in. 
The  police  followed. 

England's  Elton  John  gave  his 
agent  a  $38,000  Rolls-Royce  last 
year.  For  his  own  amusement,  the 
25-year-old  pianist  has  eyeglasses  with 
windshield  wipers  and  a  $5,000  pair 
that  light  up  and  spell  E-L-T-O-N, 
a  string  of  TV  sets  so  he  can  walk 
from  his  bar  to  the  toilet  without 
missing  any  action,  and  two  cars  for 
each  foot.  Forbes  asked  his  23-year- 
old  manager  whether  the  spending 
ever  got  bothersome.  "Oh,  yes.  Elton 
bought  a  Rolls-Royce  three  weeks  ago 
and  sold  it  yesterday  for  another  one 
with  a  better  color.  The  first  was 
white.  The  new  one  is  brown,  which  is 
less  conspicuous."  With  a  straight 
face,  he  added:  "Elton  doesn't  waste 
money.  .  .  .  He  likes  cars." 

The  reigning  champs  are  Grace 
Slick     and     the     Jefferson     Airplane. 


They've  managed  to  live  hand-to- 
mouth  for  seven  years  despite  mak- 
ing millions.  Their  manager  says: 
"They  return  from  a  tour,  pay  their 
bills  and  buy  new  toys.  Then  when 
they  get  behind  again,  they  do  anoth- 
er tour.  R's  a  life  style  they're  into. 
They  have  no  investments.  They've 
never  had  sufficient  cash  together  at 
any  one  time." 

Sandy  Gibson,  Atlantic  Records 
shrewd  press  agent,  pinpoints  the  in- 
dustry's fatal  flaw:  "There's  too  much 
money  in  this  business.  It  makes  peo- 
ple crazy.  It  turns  Horatio  Algers  in- 
to greedy  wolves." 

The  Payoff 

In  the  final  analysis,  the  super- 
star's rewards— riches  and  fame— aren't 
all  they  are  cracked  up  to  be.  Time 
and  again,  both  disappear  after  only 
two  or  three  years,  and  the  fading 
star  is  left  with  his  tax  problems  and 
his   memories,   a  lonely   ex-performer 


trying  desperately  to  impress  strangers. 

Fame  is  especially  deceptive.  Harry 
Nilsson,  the  singing  banker,  refuses  to 
perform  onstage,  partly  to  avoid  be- 
coming too  well  known.  "Eventually 
the  famous  ask  themselves:  Why  am 
I  exceptional?  And  if  they  don't  have 
an  answer,  they  usually  develop  ec- 
centricities to  justify  their  fame." 
Of  course,  that  isn't  fame  at  all;  that's 
insecurity.  All  too  often  it  leads  only 
to  hard  living,  hard  drinking  and 
hard  drugs. 

Yet,  kids  keep  grabbing  for  the 
brass  ring,  even  those  who  know  it's 
tarnished.  Take  Billy  Joel,  a  gifted 
young  pianist  who  could  be  as  big 
as  Elton  John  by  this  time  next  year. 
He  told  Forbes  he  dreads  the  loss 
of  privacy  and  the  physical  and  psy- 
chological strain.  He  isn't  excited  about 
the  money  either— "I  live  pretty  well 
now."  But  then  he  flashed  his  cat-like 
smile  and  said:  "Still,  I'm  kinda  look- 
ing forward  to  being  a  star."  ■ 


Trapped 


Most  people  are  trapped  by  lack 
of  money.  Michael  Nesmith  was 
trapped  by  too  much  of  it.  Shortly 
after  teaching  himself  to  play  guitar, 
he  became  a  gigantic  rock  'n'  roll  idol. 
In  two  years,  from  1967  to  1969,  he 
made  about  $3  million.  He  spent  ev- 
ery cent  and  then  some.  Today  he 
and  his  wife  and  three  children  live 
in  a  two-bedroom  house  that  he  orig- 
inally bought  for  his  chauffeur. 

With  his  wife  at  his  side  ("I  wasn't 
close  to  him  then;  I  was  too  star- 
struck"),  the  lanky  singer  described 
his  superstardom  with  insight  and  hu- 
mor. He  says  his  happiest  day  was 
when  he  surrendered  his  cars  and  his 
$500,000  mansion  in  Bel  Air,  Calif, 
to  his  creditors.  "We  drove  away  in  a 
Volkswagen  and  never  looked  back," 
says  Nesmith.  "It  was  my  great  escape." 

Escape?  From  what?  Overnight 
fame  and  overwhelming  fortune,  two 
phenomena  the  poor  kid  from  Texas 
just  couldn't  handle. 

There  was  no  warning.  Nesmith 
was  scraping  along,  three  months  be- 
hind on  the  rent,  entertaining  at  high 
school  assemblies:  "The  fruit  of  my 
craft  was  the  beans  Phyllis  and  I  ate 
for  dinner."  One  day  he  saw  an  ad  in 
Variety.  The  next  day  he  was  one  of 
the  four  Monkees,  a  rock  group  fi- 
nanced by  Columbia's  Screen  Gems 
to  headline  a  new  TV  series. 

The  Monkees  exploded.  Seated  at  a 
bare  wooden  table  in  suburban  Sepul- 
veda,  the  former  teen  idol  recalled 
the  first  vacation  he  and  his  wife 
ever  took  together:  chauffeured  Rolls- 
Royce  Phantoms,  the  Plaza  Hotel's 
corner    suite,    screaming    fans.    "But 
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here's  what  got  me.  I  spent  lavishly, 
but  no  money  ever  changed  hands. 
I  was  recognized  even  in  Europe  and 
given  instant  unlimited  credit.  I  was 
on  the  same  scale  as  heads  of  state." 

It  all  seemed  so  unreal.  "At  one 
point  I  had  nearly  $1  million  in  my 
checking  account.  I  said,  'God  damn, 
I'm  going  to  run  out  of  squares.' " 

Eventually,  he  dented  that  balance 
by  buying  everything  he  saw— "I  just 
pissed  it  away." 

Nesmith  believes  that  subconscious- 
ly he  was  trying  to  get  rid  of  the 
dough.  "I  flat  wanted  out  of  the  whole 
insane    deal.    The    money   was    proof 

Idol  Rich:  Ex-Monkee  Nesmith. 


that  I  was  trapped." 

By  1969  the  Monkees  had  peaked. 
Screen  Gems  wanted  to  sustain  the 
group  by  aiming  for  younger  fans, 
right  down  to  the  nine-year-olds.  But 
Michael  and  the  three  other  Monkees 
decided  to  quit. 

Almost  immediately,  the  Internal 
Revenue  Service  came  calling  for 
$330,000  in  back  taxes.  At  first  Nes- 
mith figured  it  was  a  mistake,  like  the 
time  a  Wallich's  Music  City  clerk 
nearly  refused  to  cash  his  check.  "I 
thought  the  IRS  would  say  what  the 
clerk  did:  'Oh,  I'm  sorry.  For  a  minute 
there,  I  didn't  realize  who  you  were.'  " 

With  the  Monkees  disbanded,  his 
royalty  checks  went  from  around 
$100,000  a  quarter  to  zero.  And 
Screen  Gems  refused  to  advance  him 
a  cent.  Overnight,  at  26,  Nesmith  was 
a  busted  has-been.  So  he  called  his 
creditors,  packed  his  VW  and  drove 
off  into  the  sunset. 

He  still  owes  the  IRS  $60,000.  But 
lately  he's  gotten  a  feeling  that  "some- 
thing big  is  fixing  to  happen."  He 
doesn't  know  whether  "heavy  bucks" 
will  come  to  him  as  a  businessman 
(he  founded  a  country  and  western 
label  jointly  with  Elektra  Records  last 
year)  or  as  a  performer  (he  has  re- 
corded five  country  LPs  for  RCA  since 
1970).  But  he  won't  let  himself  be- 
come a  superstar  again. 

"People  ask:  'How  can  you  be  that 
famous  without  going  crazy?'  Of 
course,  the  answer  is— you  can't.  I 
couldn't  keep  myself  or  my  family  to- 
gether then.  This  time  around,  God 
willing,  the  only  thing  I'll  screw  up 
is  the  money." 
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BIRTH  OF  A  NOTION. 

Sometimes  all  an  idea  needs  is 
money.  But  other  times,  Citicorp 
Venture  capital  must  also  supply  a 
bit  of  management  midwifery.  It's 
another  Citicorp  company  that 
does  more. 


lot  only  provides  money,  but  often 
Ditches  in  to  help  new  companies 
^et  rolling. 

There  are  dozens  more  examples 
)f  Citicorp  companies'  superior 
ability  to  make  their  services  pay 
}ff .  From  community  development 
:o  leasing.  And  from  realty  consult- 
ng  to  the  innovative  banking  prac- 
:iced  at  First  National  City  Bank: 
:he  largest  in  New  York  and 
:he  leader  in  world-wide  banking. 
Do  you  have  a  financial  problem? 
Dne  of  our  companies  may  have  a 
solution  and  a  half. 

The  mission  of  the  subsidiaries 
of  Citicorp:  to  grow  by  providing 
Financial  services  that  meet  the  real 
needs  of  people,  communities,  and 
businesses  throughout 
:he  U.  S.  and  around  the  world. 


SUBSIDIARY  COMPANIES 
OF  CITICORP 


COACHING 
THE  WINNERS. 

Cresap,  McCormick  and 
Paget  Inc.  teaches  its  ad- 
vanced management  tech- 
niques to  some  of  America's 
winningest  companies.  It's 
another  Citicorp  company 
with  an  extra  edge. 


ADVANCE 

MORTGAGE 

CORPORATION. 

A  leading  originator 
and  servicer  of  residen- 
tial and  commercial 
mortgages  for 
hundreds  of  institu- 
tional investors. 

CITICORP 
COMMUNITY 
DEVELOPMENT,  INC. 

Equity  investments, 
loans  and  technical 
assistance  for  low 
and  middle  income 
housing  and  related 
facilities  in 
New  York  City. 

CITICORP 
FACTORS,  INC. 

Provides  business  with 
full  credit  protection 
and  collection  services 
as  well  as  working 
capital  through 
accounts  receivable 
financing  and 
factoring. 

CITICORP 
INTERNATIONAL 
BANK,  LTD. 
(LONDON)  A  new 

world-wide  merchant 
bank,  involved  in 
syndication  of  inter- 
national loans,  under- 
writing and 
distribution  of 
Eurobonds,  merger/ 
acquisition,  and  other 
investment  banking 
activities. 

CITICORP 
LEASING,  INC.  and 
CITICORP  LEASING 
INTERNATIONAL,  INC. 

The  world's  largest 
leasing  organization, 
able  to  handle  almost 
any  equipment 
leasing  transaction. 


CITICORP  REALTY 
CONSULTANTS,  INC. 

Provides  a  broad 
range  of  real  estate 
appraisal  and  project 
planning  services. 

CITICORP 
SERVICES,  INC. 

Makes  First  National 
City  Travelers  Checks 
available  to  users 
around  the  world 
through  tens  of 
thousands  of  banks. 

CITICORP 
VENTURE  CAPITAL 
LTD.  Provides  long- 
term  equity  financing 
to  growing  businesses 
around  the  world. 

CRESAP, 

McCORMICK  AND 
PAGET  INC. 

Performs  management 
consulting  services  for 
commerce,  industry 
and  the  public  sector, 
worldwide. 

NATIONWIDE 
FINANCIAL 
SERVICES 
CORPORATION. 

Serves  consumers 
directly  and  through 
retailers  in  14  states 
from  coast  to  coast. 

TRANSACTION 
TECHNOLOGY  INC. 

Developer  of  advanced 
systems  for  the 
payment  mechanisms 
of  the  future. 

And 

FIRST  NATIONAL 
CITY  BANK.  Citibank 
is  one  of  the  world's 
leading  banks  with 
branches,  subsidiaries 
and  affiliates  in  91 
countries. 


CITICORP 


FIRST  NATIONAL  CITY  CORPORATION 


399  Park  Avenue,  New  York,  N.  Y.  10022 


The  Numbers  Game 


ELTS    MAGIC  SHOW 


Now  You  See  It  .  .  . 


As  a  literary  form,  the  average  corporate  prospectus  is 
an  abysmal  failure.  No  doubt  about  it.  But  those  who 
don't  at  least  make  a  stab  at  translating  that  repellent 
legalese  are  missing  some  great  entertainment  and  a  lot 
of  revealing  insights.  At  least  in  our  opinion. 

Take,  for  example,  the  latest  prospectus  of  United 
Brands  (AMK-John  Morrell-United  Fruit)  published  to 
scant  critical  acclaim  on  Feb.  15,  1973.  Behind  62  pages 
of  dense  verbiage  lies  a  tale  of  rare  imagination.  A  kind 
of  fiscal  fairy  tale. 

At  first  glance,  it  appears  to  be  a  very  routine  renego- 
tiation of  debt.  United  Brands  offers  to  take  back  up  to 
$125  million  (face  value)  of  its  old  5%%  convertible  sub- 
ordinated debentures  that  come  due  in  1994.  It  offers  in 
exchange  cash  and  new  nonconvertible  debentures  paying 
9Js%,  coming  due  in  1998.  For  every  $100  in  face  value 
on  the  old  bonds,  the  company  would  give  $10  in  cash, 
and  $60  in  face  value  on  the  new,  higher  interest  bonds. 
Why  should  the  holders  trade  $100  for  $70?  Simple.  The 
$100  was  worth  only  about  $61  in  the  actual  market.  The 
new  cash  and  bond  package  would  have  a  higher  current 
value  and  roughly  the  same  yield. 

Nothing  very  entertaining  about  that. 

Okay.  But  just  read  that  last  line  on  the  short  "sup- 
plement" attached  on  Mar.   5  to  the  front  page  of  the 
prospectus.  That  boring  bond  swap,  it  appears,  will  create 
about   $20   million   in    1973 
aftertax    income    for    United 
Brands. 

A  bit  more  interesting? 

Here's  a  company  that  sells 
about  $1.7  billion  worth  of 
meat,  bananas  and  ice  cream, 
and  yet,  in  the  past  five  years, 
has  only  managed  to  average 
about  $6.6  million  in  earn- 
ings, after  all  the  special 
charges  and  credits.  That 
works  out  to  an  annual  profit 
margin  in  the  dismal  neigh- 
borhood of  about  .4%.  Any 
good  supermarket  does  at 
least  three  times  as  well. 

But  if  United  Brands 
Chairman  Eli  Black  hasn't  exactly  been  a  roaring  success 
in  the  food  business,  he  is  pretty  good  at  arithmetic. 
He  reads  on  Nov.  21  that  the  Accounting  Principles  Board 
has  a  new  rule:  As  of  Jan.  1,  1973,  any  difference  in  prin- 
cipal arising  from  any  early  extinguishment  of  debt  must 
be  flowed  through  current  earnings  in  one  year. 

After  reading  that,  we  suppose,  Black  puts  down  his 
newspaper,  gets  out  a  pad  of  paper  and  does  a  few 
quick  calculations.  Suppose  he  retired  half  of  the  old  5/2% 
bonds,  about  $125  million  worth  in  terms  of  face  value. 
Theoretically  he  could  buy  them  back  for  around  $75  mil- 
lion on  the  open  market.  If  he  did,  United  Brands  would 
be  "obliged"  under  APB  Opinion  26  to  take  the  $50-mil- 
lion  difference,  less  expenses,  straight  into  pretax  earn- 
ings. That's  a  lot  easier  than  selling  bananas. 

We  could  almost  see  Black  wincing  at  the  thought  of 
having  to  shell  out  $75  million  in  real  money,  however. 

But  wait  a  minute!  United  Brands  was  paying  out  about 
$6.9  million  a  year  in  interest  on  the  old  bonds  at  5J£% 
of  their  $125  million  face  value.  That  worked  out  to  an 


effective  interest  rate  of  9%%  on  their  $75  million  market 
value.  Suppose  the  company  simply  offered  its  bondholders 
new  bonds  with  a  face  value  of  $75  million  paying  9)s%. 
The  bondholders  wouldn't  lose  any  interest.  United  Brands 
wouldn't  have  to  shell  out  $75  million.  But  the  company 
would  still  add  $50  million  to  current  pretax  earnings  and 
reduce  its  debt  by  $50  million  to  boot! 

Whereupon,  we  imagine,  Black  smiles,  reaches  for  the 
telephone,  and  tries  out  his  brainstorm  on  his  financial 
staff  and  United  Brands  underwriters.  Ah,  how  the  tele- 
phone lines  must  have  sizzled  as  the  idea  took  shape! 

Great  stuff,  Eli!  But  you've  got  to  sweeten  the  offer  to 
persuade  those  bondholders  to  make  the  switch.  So  toss 
in  a  little  cash,  say  $12.5  million.  In  exchange  for  those 
greenbacks,  you  might  also  get  the  bondholders  to  give  up 
the  conversion  feature— although  with  your  stock  at  9M, 
conversion  at  55  is  hardly  a  threat.  And  you  could  tack  on, 
say,  four  years  to  the  bonds'  maturity  date. 

Then,  of  course,  you'll  have  about  $1  million  in  under- 
writing costs,  plus  some  miscellaneous  costs.  Now  we 
don't  really  know  how  much  tax,  if  any,  you'll  have  to 
pay  on  this  deal.  Or  when.  Even  if  the  Government  taxes 
you  at  40%,  you'll  still  have  a  net  gain  of  $20  million. 
But  if  your  domestic  operations  run  in  the  red,  you  might 
well  get  it  all  back  in  the  form  of  future  tax  carrybacks. 

Net  result:  no  taxes  at  all,  most  likely.  Which  might 
leave  you  a  net  gain  of  $33  million  or  so. 

Had  Forbes  accurately  reconstructed  Black's  reasoning? 
We  posed  that  question  to  United  Brands  financial  vice 


by  ChiQuitaL 


president  Edward  Gibbons,  among  others  in  the  company, 
and  to  Goldman,  Sachs  partner  and  UB  director  Donald 
Gant.  More  or  less,  they  said.  Well,  at  least  Black  was 
better  with  bonds  than  with  bananas.  Or  was  he?  What 
about  that  $20  million  (or  $33  million)?  Was  it  real? 

Not  really.  Black's  $20  million  looked  more  like  Chinese 
money.  Simply  an  accounting  adjustment.  He  was,  in  ef- 
fect,  laying  out  $13.5  million  now  for  the  chance  to  save 
$50  million  in  sinking  fund  payments  over  a  weighted  av- 
erage of  15  years.  Big  deal.  If  United  Brands  were  prof- 
itable enough  to  earn  9%  or  so  on  its  invested  capital. 
Black  could  achieve  the  same  result  by  buying  banana 
boats:  $13.5  million  in  current  dollars  invested  at  '»'-'■ 
compounded  has  exactly  the  same  actuarial  value  as  the 
$50  million  in  15  years.  Furthermore,  he  doesn't  even 
start  saving  that  money  until  1980,  when  sinking  fund 
payments  begin:  and  he  doesn't  get  it  all  until  L994.  But 
thanks  to  APB  26,  he  shows  all  that  gain  this  year. 

Yet  the  $20  million  after  taxes  are  really  very  future 
dollars,  and  worth  only  a  fraction  of  that  amount   toda) 
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In  26  years  there  were  only  24  hours 
when  Emery  Air  Freight  wasn't  the  best  way  to  ship  freight 


That  was  on  May  18,  1971  when  lightning 
knocked  out  our  Emcon  computer  system.  Not  that 
we  weren't  as  good  as  everybody  else  on  that  day. 
We  were.  It's  just  that  we  weren't  better  than  every- 
body else. 

Which  is  exactly  what  Emcon  makes  us. 

Emcon,  you  see,  is  our  exclusive  computer 
system  (exclusive  because  not  one  of  our  competitors 
is  within  5  years  of  having  anything  like  it)  for  track- 
ing shipments.  What  it  does  is  tell  you  exactly  where 
your  shipment  is  from  the  time  we  pick  it  up  to  the 
time* we  deliver  it.  In  less  than  10  seconds. 

And  we're  just  as  fast  at  shipping  your  shipment 
as  we  are  at  keeping  track  of  it.  Nobody— repeat, 
nobody— can  get  your  package  from  where  it  is  to 
where  you  want  it  faster  than  Emery  Air  Freight. 

That's  because  every  single  scheduled  domestic 


plane  that  carries  freight— all  2,534  of  them— is  cm 
Emery  plane. 

Now  that  you  know  our  saf  sty  and  speed  stories, 
we'd  like  to  tell  you  a  little  about  our  service. 

When  Emery  is  your  freight  forwarder,  you  have 
72  offices  you  can  call  24  hours  a  day,  every  day  of 
the  week. 

And  those  are  only  our  United  States  offices. 
Outside  the  United  States  you  can  call  Emery  at  23 
offices  in  22  countries. 

One  last  point.  We  all  know  that  lightning  never 
strikes  the  same  place  twice.  Well,  at  Emery  we 
won't  even  take  a  chance  with  that.  We  now  have  a 
complete  back-up  power  source  for  Emcon. 

Call  the  Emery  office  nearest  you.  We're  listed  in 
the  Yellow  pages  of  your  phone  book,  just  to  be 
safe,  we're  in  the  White  pages  too. 


Emery  Air  Freight 

We're  the  best  because  we're  the  fastest  and  the  safest. 


Spray  Away  Costly 
Roof  Maintenance 


The  modern  Randustrial®  Roof  Spray  System  is 
the  most  economical  method  of  maintaining  in- 
dustrial roofs.  Contractors  are  not  required. 
Your  unskilled  men,  using  our  equipment  and 
know  how,  waterproof  your  roofs  at  less  than  5C 
per  sq.  ft.  including  labor.  Let  us  show  you  our 
new  4  minute,  full  color  movie  which  details  the 
process.  Free  56  page  Roofing  Catalog. 


Randustrial, 
Corporation 


formerly  Ranco  Industrial  Products  Corporation 


13306  Union  Ave. /Cleveland,  Ohio  44120 
(216)283-0300 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $14,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $14,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . . . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)636-2840. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


The  Numbers  Game 


Of  course,  Black  had  improved  his 
balance  sheet  somewhat  by  reducing 
long-term  debt  by  $50  million.  If  that 
sounds  like  a  lot  of  money,  consider 
this:  Over  a  fourth  of  the  assets  of 
United  Brands,  or  $281  million,  was 
"goodwill."  What  this  means  is  that 
Black  paid  more  for  his  acquisitions 
than  they  were  worth  on  the  books. 
Most  of  that  intangible  goodwill,  or 
$252.9  million  to  be  precise,  resulted 
from  AMK's  1970  merger  with  United 
Fruit— an  incredibly  high  value  to  at- 
tach to  the  reputation,  trademarks  and 
patents  of  a  company  that  even  in  a 
good  year  when  there  were  no  hurri- 
canes had  difficulty  earning  a  decent 
return  on  its  assets. 

Now  if  Black  had  acquired  United 
Fruit  after  APB  Opinion  17  took  ef- 
fect in  November  1970,  he  would 
have  had  to  write  off  that  $252.9 
million  over  a  maximum  of  40  years. 
Under  those  circumstances,  we  sup- 
posed, Black  would  have  faced  a 
$6  million  a  year  drain  on  earnings 
until  the  year  2010  instead  of  show- 
ing a  $20  million  gain  in  earnings 
for  the  year  1973. 

Negative  Goodwill 

But  United  Brands  stated  quite 
clearly  on  page  53  of  the  prospectus 
that  the  entire  $281  million  was  not 
being  amortized  at  all.  It  would  stay 
as  an  "asset."  Black  wasn't  being  very 
consistent  here.  Back  in  1966  he  had 
managed  to  acquire  meatpacker  John 
Morrell  for  an  amount  substantially 
less  than  net  asset  value,  $6.4  mil- 
lion to  be  exact.  Besult:  Black  was 
taking  $641,000  a  year  into  earnings 
over  the  ten-year  period  from  1966  to 
1976  in  the  form  of  negative  goodwill. 
Why  do  the  reverse  and  charge  earn- 
ings in  order  to  write  off  positive 
goodwill  on  United  Fruit  if  he  didn't 
absolutely  have  to? 

But  maybe  we  were  being  too  hard 
on  Eli  Black.  Were  we?  The  question 
was  put  to  Philip  Defliese,  managing 
partner  of  Coopers  &  Ly brand  and 
head  of  the  Accounting  Principles 
Board.  Defliese  more  than  confirmed 
our  suspicions. 

"This  is  precisely  the  type  of  thing 
I  was  concerned  about  when  I  dis- 
sented from  Opinion  26,"  he  replied. 

Then  we  checked  with  Abraham 
Briloff,  that  tough-minded  professor 
of  accounting  from  Baruch  College; 
of  the  City  University  of  New  York. 
Briloff  was  much  brusquer  than  De- 
fliese. "The  deal,"  he  snorted,  "is  just 
so  much  fiscal  masturbation!" 

Now  you  see  Eli  Black's  $50  million. 

Now  you  don't.   ■ 


How 
you con 

get  o  fine 

watch  and  find 

friendship  ond 

adventure  for  just 

$10.95 

Here  is  your  chance  for  a  real  watch  bar- 
gain. Our  Swiss  made  HAVERWATCH  is  of 
superb  design,  has  brushed  steel  case, 
stainless  back,  is  anti-magnetic,  has  an 
extra  fancy  dial  with  sweep  second  hand, 
calendar  (with  magnifier)  and  even  features 
a  strategically  placed  jewel!  But  that  isn't 
all.  With  the  HAVERWATCH  you  will  also 
receive  our  colorful  64-page  Catalog.  PLUS 
a  S2  GIFT  CERTIFICATE,  which  you  may 
apply  to  your  first  purchase.  Once  you  are 
our  customer  and  friend,  you'll  receive 
every  month  delightful  and  amazing  offers 
of  outstanding  merchandise.  One  more  word 
about  the  watch:  you  may  return  it  in  two 
weeks  for  full  refund  if  not  delighted  (and 
still  remain  our  friend).  And  it  is  guaran- 
teed one  year  for  manufacturer's  defects 
(we  repair  or  replace  free,  of  course,  only 
charge  for  postage  and  handling).  Haver- 
watch  comes  in  a  man's  and  petite  lady's 
version-so  take  your  pick  or  order  the 
pair  for  extra  savings. 

Simply  clip  this  ad,  mark  your  choice,  jot 
your  name  and  address  on  the  margin  and 
mail  it  to  us  with  your  remittance.  Please 
be  sure  to  add  $1.00  postage  and  insurance 
per  shipment  and  sales  tax  for  Calif,  deliv- 
ery. Or  if  you  prefer  give  us  your  BA  or 
MC  #,  expiration  date  and  your  signature. 
Whichever  you  prefer,  we'll  send  HAVER- 
WATCH right  out  to  you. 

Please  send  me: 

□  Man's  HAVERWATCH  @  $10.95 

□  Lady's  HAVERWATCH  @  $10.95 
D"His  and  Hers"HAVERWATCHES  @  $19.95 


V 


haverhiils 

583  Washington  St.  San  Francisco  94111 
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As  a  company  director  or  officer,  you  have  two  choices 
these  days: 

Get  the  right  coverage  to  protect  yourself 
against  litigation.  Or  get  lucky. 

For  those  who  don't  mind  trusting  the  Fates, 
we'll  be  glad  to  send  along  a  rabbit's  foot.  With  our 
compliments,  but  with  no  guarantees. 

For  our  more  prudent  friends,  American  Home 
provides  Directors  and  Officers  Liability  Insurance 
through  agents  and  brokers. 

We  underwrite  more  of  this  insurance  for  our 
own  account  than  any  other  U.S.  company.  And  we're 
writing  an  ever-greater  amount  of  it,  as  legal  actions 
become  more  frequent  and  expensive. 

They're  happening  now  to  those  in  private  and 
public  companies.  In  non-profit  groups  and  family- 
owned  businesses.  There  are  stockholder  actions,  too, 
involving  large  and  small  corporations.  And  the  rea- 
sons for  these  actions  range  from  missing  too  many 
directors'  meetings  to  endangering  the  value  of  the 
stock. 

The  expense  to  the  director  or  officer  may  be 
heavy  in  defense  costs,  stiff  judgments  and  wasted  time. 

American  Home  is  ready  to  help  you.  Mail  the 


coupon  today  and  we  will  tell  you  how.  No  obligation, 

of  course. 

i 1 

American  Home 
Assurance  Company 

A  member  company  of  American  International  Group 
Dept.  FB043,  102  Maiden  Lane,  New  York,  N.Y.  10005 

□  Send  me  both:  The  rabbit's  foot  for  laughs.  And  the  facts 
about  D  &  O  Insurance  to  keep  me  smiling. 

□  I  make  my  own  luck.  Send  only  the  facts  about  your  Di- 
rectors and  Officers  Liability  Insurance. 

P  I'll  take  my  chances.  Send  the  rabbit's  foot,  and  skip  the 
insurance  information. 

□  I'm  a  broker  or  agent.  Send  me  the  whole  package  and  the 
rabbit's  foot. 


Name. 


-Title- 


Company. 
Address — 
City 


-State - 


-Zip- 


Everyone  does  not  have 
$50,000  in  his  portfolio 

There  are  people  who  have  $10,000., 
$20,000.  or  $30,000.  portfolios  and 
they  deserve  attention  and  pro- 
fessionalism just  as  much  as  people 
with  larger  portfolios. 
At  Spear  &  Staff,  Inc.,  we  specialize 
in  managing1  individual  portfolios. 
We  have  a  full  time  staff  of  highly- 
trained  financially  oriented  people 
to  help  you  meet  your  investment 
objectives. 

The  investor  with  $5000.  or  more, 
who  appreciates  the  risks  and 
rewards  of  a  securities  portfolio 
should  consider  the  advantages  of 
having  these  highly  skilled  special- 
ists make  his  investment  decisions. 
To  learn  more  about  Spear  &  Staffs 
Personal  Investment  Management 
Plan  send  for  a  complimentary  copy 
of  our  brochure  "Personal  Invest- 
ment Management"  by  Spear 
and  Staff. 

Spear  &  Staff,  Inc.,  Investment  Management 
Div.,  Dept.  MF415        Babson  Park,  Mass.  02157 

Name 


Address. 

State. 

My  broker  is. 


-City. 


-Zip. 


Confidentially,  my  account 
would  amount  to  about  $ 


Spear&StaffJnc 


CONNECTICUT 

IS  GEARED 
FOR  PROFITS 


•  Low-cost,  long-term  state 
industrial  revenue  bonds  — 
up  to  100%  project  financ- 
ing, including  pollution  con- 
trol. 

•  No  personal  income  tax  and 
a  commitment  to  reduce 
business  and  industrial 
taxes  this  year. 

•  A  sizable  state  surplus, 
thanks  to  modern  govern- 
ment operation. 


For  confidential  assistance  in  re- 
locating your  operation  to  Con- 
necticut contact  Mark  Feinberg, 
Director 

CONNECTICUT  DEVELOPMENT 
COMMISSION 

Room  124,  210  Washington  St. 
Hartford,  Conn.  06106 


Tiffany  of  the  Tool  Room 


Can  selling  hand  tools  to  auto  mechanics  be  a  big  business? 


"I  think  you  can  lose  the  whole  spirit 
of  an  enterprise  if  you  shift  your  at- 
tention to  what  the  people  in  invest- 
ment banking  are  thinking  about  you 
and  forget  what  the  people  who  buy 
and  use  your  product  are  thinking." 

Who's  talking— some  sorehead  se- 
cretly dismayed  at  his  company's 
price/ earnings  ratio  of  8?  Don't  you 
believe  it.  That's  Robert  L.  Grover, 
62,  president  and  chief  executive  of- 
ficer of  Snap-on  Tools  Corp.  of  Ke- 
nosha, Wis.  And  who  are  they?  Just  a 
little  midwestern  outfit  that  sells  hand 
tools,  mainly  to  auto  mechanics.  But 
in  the  last  decade  Snap-on  has  lifted 
sales  from  $30  million  to  $105  mil- 
lion, earnings  from  $2.3  million  to 
$11  million,  and  return  on  equity 
from  12.4%  to  20%.  And  its  stock  sells 
over  the  counter  at  a  P/E  of  45. 

Instead  of  rejoicing  at  this  market 
recognition,  Snap-on  officials  tend  to 
regard  it  with  thinly  disguised  sus- 
picion. No  one  from  Snap-on  has 
ever  appeared  before  an  analysts' 
group,  and  the  company  doesn't  even 
have  a  public  relations  department. 

Snap-on  got  to  be  the  largest  in- 
dependent hand-tool  company  by  lav- 
ishing its  attention  on  the  cares  and 
concerns  of  its  customers.  It  makes 
close  to  three-fourths  of  the  products 
it  sells,  and  it  charges  about  10%  more 
for  them  than  the  competition.  It 
sells  them  through  nearly  2,000  inde- 
pendent franchised  dealers  over  the 
country  who  travel  from  shop  to  shop 
in  a  van  truck,  taking  their  inventory 
and  sales  pitch  straight  to  the  ulti- 
mate consumer— the  mechanic  himself. 

These  franchise  holders  not  only 
pay  no  franchise  fee;  they  are  often 
given  their  initial  inventory  on  con- 
signment. "Charging  a  franchise  fee 
would  put  us  in  the  business  of  selling 
franchises  instead  of  selling  tools,"  says 
Grover.  "We  would  rather  see  the 
man  invest  his  money  in  his  inventory, 
his  truck  and  receivables." 

How  firm  can  a  franchise  be  that 
costs  nothing?  The  dealer  agreement 
"is  very  simple,"  says  Grover,  "very 
basic,  very  long-standing  and  abso- 
lutely unbreakable.  There  will  be 
no  change  in  the  content  or  dimen- 
sions of  a  territory  unless  the  man  is 
willing.  But  he  can  subdivide  it  him- 
self if  he  wishes." 

Snap-on,  which  was  started  over 
50  years  ago  on  the  idea  of  making 
a  wrench  handle  that  would  fit  many 
different-sized  sockets,  has  to  work 
hard  to  keep  its  small-company  at- 
mosphere.   This    is    a    major    reason 


Snap-on  is  not  interested  in  diversifi- 
cation. "When  a  company  doubles, 
triples,  quadruples  and  quintuples," 
says  Grover,  "when  the  senior  execu- 
tives are  working  their  tails  off  bear- 
ing burdens  heavier  than  they  ever 
expected,  when  you  are  undermanned 
all  over  the  place,  then  personal  con- 
tacts, which  are  the  means  by  which 
you  really  find  out  what  is  going  on  in 
other  people's  minds,  become  more 
difficult." 

The  company  has  thus  far  success- 
fully avoided  being  taken  over.  "We 
have  good  leadership  with  good  peo- 
ple coming  up,"  says  Grover,  with 
obvious  disdain  for  corporate  floaters. 
"We  have  excellent  engineering;  our 
standing  in  the  financial  community 
could  scarcely  be  higher  without 
frightening  us;  our  distribution  sys- 
tem and  our  standing  in  the  customer 
area  are  beyond  compare.  All  a  buyer 
could  offer  is  a  dilution  of  these. 

"The  board  of  directors,  bless  'em, 
the  old  goats  with  all  the  stock  [some 
40%  is  in  friendly  hands],  have  stood 
behind  us  and  spurned  every  offer 
regardless  of  how  appealing  it  was, 
back  door,  front  door  or  what.  They 
said  that  as  long  as  you  guys  are  doing 
it  the  way  you  want  to  do  it,  we'll 
stand  behind  you  100%-not  1,000%, 
that's  not  enough;  100%." 

lofs  of  Growth  Left 

The  company  has  shunned  any 
real  diversification;  70%  of  its  products 
go  to  professional  auto  mechanics.  It 
refuses  to  consider  any  offer  that 
might  involve  a  marketing  conflict 
with  its  established  distribution  chan- 
nels. It  also  feels  there  is  plenty  of 
growth  left  in  its  present  areas,  plus  a 
few  peripheral  ones. 

Snap-on 's  share  of  the  auto  me- 
chanics' market  has  been  growing  slow- 
ly in  the  past  decade  but  is  still  un- 
der 25%.  It  has  broadened  its  product 
line  a  bit  to  include  related  equip- 
ment. It  gets  some  20%  of  sales  from 
the  industrial  market,  and  is  slowly 
moving  into  the  aviation,  marine  and 
recreational  areas.  International  sales 
are  about  16%  of  the  total. 

Where  will  Snap-on  be  five  years 
hence?  "Oh,  what  a  tempting  ques- 
tion," replies  Grover  with  a  gleam. 
"How  much  firmness  should  I  extract 
and  how  much  blue  sky  should  I  put 
in?"  He  would  deny  it  if  quoted,  ln- 
said,  but  sales  should  pass  $200  mil- 
lion. And  will  earnings  keep  pace?  "II 
they    don't,    my    SUCCeSSOT    should    he 

bitterly  disappointed,"  he  said.  ■ 
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Consyne  Corporation 
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CONSYNE  CORPORATION  FINANCIAL  GROWTH  HIGHLIGHTS 


Sales 

Pre-Tax  Earnings 

Net  Earnings 

Shares  Outstanding* 

Earnings  Per  Share* 

Net  Earnings  as  %  of  Sales 


1970 

1971 

(12  Months) 

(12  Months) 

(Unaudited) 

(Audited) 

$7,131,961 

$7,900,662 

$     759,308 

$1,433,534 

$     371,717 

$    696,034 

2,122,000 

2,238,260 

$           .18 

$             .31 

5.2% 

8.8% 

Percent 
Change 
+11% 
+89% 
+87% 
+  5% 
+  72% 
+69% 


1972 

(12  Months) 

Percent 

(Audited) 

Change 

$9,344,385 

+18% 

$2,114,887 

+48% 

$1,100,507 

+58% 

2,449,702 

+  9% 

$             .45 

+45% 

11.8% 

+34% 

'Based  on  average  number  of  shares  outstanding  including  common  stock  equivalents  and  after  giving  effect  to 
the  2  for  1  stock  split  on  May  10, 1972. 


BALANCE  SHEET  HIGHLIGHTS 


Current  Assets 
Current  Liabilities 

Current  Ratio 
Long-Term  Debt 
Stockholders'  Equity 
Book  Value  Per  Share** 


Dec.  31,1970 

Dec.  31,1971 

Dec.  31,1972 

$3,650,062 

$3,698,591 

$5,118,960 

$    869,346 

$    845,691 

$1,640,314 

4.2 

4.4 

3.1 

$1,534,647 

— 

— 

$3,670,742 

$5,787,825 

$7,113,552 

$1.73 

$2.42 

$2.93 

Common  stock  issued  and  outstanding,  restated  for  pooling  of  interests. 
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Albert  Andreiko 

Chairman 

President  and  Chief  Executive  Officer 


DEAR  SHAREHOLDER: 

Your  Company  posted  record  sales,  net  earnings  and 
earnings  per  share  in  1972.  We  are  especially  pleased 
to  report  these  achievements  in  comparison  to  1971, 
which  was  also  a  very  strong  year  for  the  Company. 
Sales  of  $9,344,385  in  1972  exceeded  1971  sales  of 
$7,900,662  by  $1,443,723  or  18%.  Net  Earnings  for  1972 
of  $1,100,507  shows  an  increase  of  58%  over  1971  Net 
Earnings  of  $696,034  and  Earnings  Per  Share  rose  to 
$.45  from  the  prior  year's  $.31,  an  increase  of  45%. 

These  excellent  increases  are  in  keeping  with  the 
Company's  performance  over  the  past  five  years. 
During  that  period,  growth  in  sales  and  net  earnings 
have  increased  at  compounded  rates  of  23%  and  54% 
respectively,  on  a  reported  basis.  This  continuity  of 
growth,  supported  by  more  than  commensurate 
growth  in  the  financial  strength  of  the  Company,  is 
evidence  that  our  planning  for  development  is  soundly 
based  and  effectively  implemented.  Another  way  of 
expressing  Consyne's  growth  is  that  if  Net  Earnings 
($1,100,000  in  1972)  reach  $1,400,000  in  1973  this  will 
represent  a  ten  fold  increase  over  Fiscal  Year  ended 
March  31, 1968  Net  Earnings  of  $140,000  as 
originally  reported. 

One  very  basic  reason  for  our  continuing  rate  of 
growth  in  earnings  is  our  ability  to  improve  operating 
margins.  As  a  result  of  constant  review  of  all  aspects  of 
our  operations  we  have  been  able  to  increase 
net  income  from  5.2%  in  1970  to  11.8%  in  1972, 


a  127%  improvement.  This  performance  places  us  in  a 
very  enviable  position,  achieved  by  few  companies. 

Effective  March  15, 1973  your  Company  announced  it 
will  purchase  up  to  200,000  shares  of  Consyne  common 
stock  over  an  indefinite  period  of  time.  These  purchases 
will  be  made  on  national  securities  exchanges  and  in 
privately  negotiated  transactions,  in  accordance  with 
Securities  and  Exchange  Commission  guidelines  to 
minimize  market  irnpact.  The  stock  purchased  will  be 
used  in  connection  with  our  stock  option  plans,  stock 
purchase  plans  for  employees,  and  for  other  corporate 
purposes. 

Several  important  steps  have  been  taken  in  1972  to 
improve  your  Company's  marketing  position,  both 
domestically  and  internationally.  Among  these  are  the 
formation  of  a  Domestic  International  Sales  Corpora- 
tion (DISC),  which  will  provide  favorable  tax  treatment 
for  our  rapidly  expanding  sales  abroad.  To  further 
enhance  our  market  penetration  in  Europe,  we  have 
extended  the  sales  program  of  our  subsidiary  in 
Switzerland  to  include  all  products  manufactured  by 
Consyne.  To  better  reflect  this  expanded  effort  we  have 
changed  the  name  of  this  subsidiary  to  Consyne  AG 
from  the  previous  ORMCO  AG.  Consyne  AG  will 
handle  distribution  of  all  Consyne  products  in  Europe 
and  Africa.  Exclusive  distributorships  have  been 
established  for  the  Latin  American  countries  and 
negotiations  are  under  way  to  cover  other  areas  of 
the  world. 

Domestically,  we  have  added  substantially  to  our  sales 
force  in  each  of  the  Consyne  subsidiaries  to  provide 
better  sales  and  service  for  our  constantly  increasing 
customer  base.  These  additions  will  help  stimulate 
continued  growth  in  all  areas  of  operation. 

In  keeping  with  our  program  of  selective  acquisitions 
in  the  health  sciences,  we  are  currently  holding 
discussions  with  a  few  privately  held  medical  and 
dental  companies;  but  as  of  this  date  no  definitive 
agreements  have  been  reached.  With  the  1972 
acquisitions  of  Gilbert  Hyde  Chick  Company  and 
Consolidated  Orthopedic  Supply,  Inc.,  both  of  which 
will  be  operated  under  the  Consyne  Hosmer/Dorrance 
subsidiary,  we  are  now  in  the  strongest  position  in  our 
history  to  effect  significant  new  penetration  into  the 
orthopedic,  orthotic  and  prosthetic  markets. 

Research  and  Development,  an  area  of  major 
importance  to  Consyne,  continues  to  expand  and 
accelerate.  Although  the  Company's  policy  is  to 
expense  Research  and  Development  costs  as  they 
occur,  several  substantial  investments  were  made  in 
our  Research  and  Development  effort  in  addition  to 
those  so  reported.  For  example,  we  added  to  our 
product  line  through  the  purchase  of  Gilbert  Hyde 
Chick  Company  and  Consolidated  Orthopedic  Supply, 
Inc.  while  at  the  same  time  securing  the  inventive 
genius  of  Dr.  Robert  Moore,  the  founder  and  former 
owner  of  Consolidated  Orthopedic  and  a  brilliant 
researcher  in  the  field  of  orthopedics;  we  funded  the 
continuing  efforts  of  Dr.  Earl  McNall  in  the  periodontic 
and  orthodontic  fields  where  promising  progress  is 
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being  made  in  the  development  of  an  effective  fissure 
sealant  and  direct  bonding  material;  and,  in  early  1973 
we  paid  Dr.  A.  J.  Wildman  an  additional  cash 
consideration  for  the  "Litelok"  patent  which  accom- 
plished the  elimination  of  future  royalty  payments. 

To  assist  the  orthodontic  profession  in  the  dissemina- 
tion of  information  on  new  products  and  techniques, 
Consyne  was  instrumental  in  the  formation  of 
OMNICOM  Corporation.  Omnicom  organizes  and 
offers  to  the  profession  a  variety  of  seminars  on  a  wide 
range  of  subjects.  Response  to  this  endeavor  has  been 
excellent,  and  plans  are  being  formulated  for  expansion 
into  other  areas  of  the  health  sciences. 

The  plans  and  programs  we  have  instituted,  combined 
with  the  results  shown  through  1972,  lead  us  into  1973 
with  realistic  optimism.  We  believe  sales  will  increase 
substantially  and  should  top  $12,000,000  in  1973. 
Net  Earnings  and  Earnings  Per  Share  should  exceed 
previous  record  highs  by  substantial  margins. 

Our  momentum  of  growth  in  sales  and  earnings  is  a 
direct  result  of  the  dedication  of  loyal  employees  and 
the  support  of  our  Board  of  Directors.  With  this  solid 
backing  and  the  confidence  of  our  growing  family  of 
shareholders,  the  prospects  for  1973  and  beyond  are 
indeed  auspicious  for  Consyne. 


Albert  Andreiko 

Chairman 

President  and  Chief  Executive  Officer 


CONSYNE  CORPORATION 

Consyne  Corporation  is  a  fully  integrated  manufac- 
turer and  marketer  of  products  for  the  health  sciences. 
Each  Consyne  operating  subsidiary  is  a  major  entity  in 
the  market  served,  and  each  market  is  growing 
substantially.  A  combination  of  factors,  such  as 
government  legislation,  increased  coverage  from 
private  insurance  plans,  impact  of  organized 
labor  benefits  and  generally  improving  economic 
conditions  indicate  continuing  expansion  throughout 
the  area  of  health  sciences. 

ConsyneJs  particularly  well  situated  to  benefit  from 
this  accelerating  market  expansion.  Every  facet  of  the 
company  represents  new  products  or  services  aimed 
at  this  growing  customer  base. 

TECHNOLOGICALLY,  Consyne  is  making  great 
strides  in  the  application  of  sophisticated  materials 
and  advanced  manufacturing  processes  to  practical 
products  for  day  to  day  problem  solving  within  the 
disciplines  oimedicine  and  dentistry.  For  example, 
unique  casting  procedures,  utilizing  specially  formu- 
lated alloys,  allowed  Consyne  Ormco  to  introduce  new 
orthodontic  appliances  with  features  impossible  to 
incorporate  using  standard  manufacturing  processes. 
Similarly,  Consyne  Hosmer/Dorrance  has  successfully 
marketed  an  entirely  new  concept  in  hip  joint  replace- 


ments, made  possible  only  by  breakthroughs  in 
bonding  material  and  manufacturing  technology. 
Further  state-of-the-art  advancements  are  being 
accomplished  within  the  anesthesia  and  inhalation 
therapy  fields  by  Consyne  Dupaco. 

RESEARCH  AND  DEVELOPMENT,  coupled  with  the 
constantly  improving  technological  base,  has 
contributed  abundantly  to  Consyne's  growth.  At  the 
present  time  heavy  emphasis  is  being  placed  in  the 
dental  and  orthodontic  areas;  specifically,  the  field  of 
chemical  prevention  of  dental  decay  and  the  bonding 
of  metal  appliances  directly  to  teeth.  These  develop- 
ments, when  approved  for  introduction  as  finished 
products,  will  result  in  dramatic  improvements  in 
prevention  of  dental  disease  and  treatment  of  ortho- 
dontic problems.  Consyne  Research  and  Development 
programs,  under  the  able  direction  of  Dr.  Earl  G. 
McNall,  Ph.D.,  a  nationally  recognized  biochemical 
scientist,  continues  to  play  a  major  role  in  the  planned 
growth  of  the  Company. 

ACQUISITIONS  add  balance  to  our  plans  for 
growth.  In  1972  Consyne  acquired  two  privately  held 
companies,  Gilbert  Hyde  Chick  Company  and 
Consolidated  Orthopedic  Supply,  Inc.  These  com- 
panies, both  in  the  orthopedic  market,  meet  Consyne's 
clearly  defined  parameters  for  acquisitions,  including 
product  excellence,  market  acceptance  and  financial 
stability  with  growth  potential  equal  to  or  exceeding 
that  of  the  existing  operations.  Additional  highly 
regarded  privately  held  medical  and  dental  companies, 
are  presently  being  considered. 

MANAGEMENT  of  Consyne  and  subsidiaries  is 
always  looking  to  add  unusually  talented  individuals  to 
its  staff.  Consequently,  new  executives  have  been 
added  in  both  Consyne  Ormco  and  Consyne 
Hosmer/Dorrance  who  bring  to  each,  new  depth 
in  management  strengths,  particularly  in  the  marketing 
functions.  The  company  strives  to  improve  individual 
and  collective  performance  through  selective  training 
programs.  The  results  of  these  programs  are  apparent 
in  the  figures  for  1972. 

INTERNATIONAL  sales  growth  has  been  dramatic 
over  the  past  three  years  for  Consyne,  since  the 
inception  of  our  subsidiary  in  Switzerland  and 
reorganization  of  our  Canadian  sales  office.  An 
increased  emphasis  in  this  area  has  further  enhanced 
the  Company's  position  in  world-wide  markets. 
Evidence  of  this  emphasis  is  the  development  of 
several  exclusive  distributorship  agreements  in  Latin 
America  and  negotiations  under  way  at  the  present  to 
establish  additional  distributorships  to  cover  other 
parts  of  the  world.  Further  developments  include 
formation  of  a  Domestic  International  Sales  Corpora- 
tion and  a  Foreign  International  Sales  Corporation 
which  are  aimed  at  stimulating  sales  to  foreign  markets. 

IN  SUMMARY,  Consyne  continues  to  improve  its 
strength  financially  and  operationally,  domestically 
and  internationally,  in  every  segment  of  the  Company. 
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CONSYNE  SUBSIDIARIES 

CONSYNE  ORMCO  CORPORATION 


CONSYNE   HOSMER/DORRANCE  CORPORATION 


ORMCO  Corporation  is  recognized  as  a  world  wide 
leader  in  the  field  of  orthodontics.  The  market  for 
orthodontic  products  has  been  expanding  at  a  rate  in 
excess  of  15%  per  year,  and  now  with  the  inclusion  of 
this  treatment  under  many  group  and  private  health 
insurance  programs  the  market  can  be  expected  to 
grow  at  an  even  greater  rate  over  the  next  decade. 
ORMCO  will  continue  to  expand  its  penetration 
of  this  market. 

"Edgelok"™,  ORMCO's  unique  new  orthodontic 
appliance,  was  even  more  successful  in  its  first  year  of 
availability  than  anticipated,  with  sales  of  over  300,000 
units  recorded.  In  November  1972,  a  major  trade 
publication  featured  this  patented  product  on  the  cover 
and  with  an  original  article  devoted  to  the  results 
achieved  to  date  by  several  important  orthodontists 
who  use  "Edgelok"  in  their  practices.  With  the  full 
impact  of  the  acceptance  of  "Edgelok"  occurring  in 
1973  and  1974,  ORMCO,  orthodontists  and  ortho- 
dontic patients  will  benefit  at  an  accelerating  pace 
from  this  important  major  advance  in  treatment 
technology. 

"Litelok,"  another  unique  new  bracket,  is  designed 
for  use  in  the  "light  wire"  treatment  technique, 
employed  by  some  25%  of  all  orthodontists.  Presently 
undergoing  clinical  evaluation,  "Litelok"  will  be 
introduced  to  the  profession  during  1973  and  1974. 
Following  the  success  of  "Edgelok,"  ORMCO  expects 
even  more  rapid  acceptance  of  "Litelok"  by  the 
profession. 


Hosmer/Dorrance  Corporation  has  maintained  its 
position  as  the  leading  manufacturer  of  prosthetic 
components  for  upper  extremities  while  introducing 
the  most  advanced  lower  extremity  components 
known  to  the  field. 

In  1972  Hosmer/Dorrance  introduced  totally  new 
surgical  implant  prostheses  for  both  the  knee  and  hip 
joints.  These  new  products  met  with  instant  success, 
and  sales  are  rapidly  increasing. 

The  additions  of  newly  acquired  Gilbert  Hyde  Chick 
Company  and  Consolidated  Orthopedic  Supply,  Inc. 
have  broadened  the  Hosmer/Dorrance  product  line 
and  enhanced  its  marketing  capabilities  significantly. 

Together,  these  new  products  and  services  have 
placed  Hosmer/Dorrance  in  a  position  that  assures 
improvement  of  its  already  enviable  sales  and  profit 
growth. 

CONSYNE   DUPACO   INCORPORATED 


Dupaco  Incorporated,  a  major  force  in  the  field  of 
anesthesia  and  inhalation  therapy,  realized  fully  in 
1972  the  efficiencies  provided  by  the  new 
manufacturing  plant. 

The  introduction  of  new  disposable  products  for  the 
anesthesia  market  expanded  Dupaco's  prominence  in 
this  area.  In  1973  Dupaco  will  enter  new  markets  with 
a  balanced  product  mix  of  equipment  and  disposable 
items,  resulting  in  further  growth  in  sales  and  earnings. 

CONSYNE  A.  L.  JOHNSON   COMPANY,   INC. 

A.  L.  Johnson  Company,  Inc.,  a  technologically 
advanced  manufacturer  of  precision  castings,  provides 
a  valuable  source  of  quality  parts  for  other  Consyne 
subsidiaries  as  well  as  a  substantial  base  of  commen  ial 
customers.  Through  further  refinement  of  the 
Company's  rubber-to-plaster  mold  process,  another 
major  product  line  will  be  produced  in  1973,  loading 
to  a  significant  increase  in  volume  and  income. 
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CONSYNE  CORPORATION  AND  SUBSIDIARIES 
CONSOLIDATED  BALANCE  SHEET 


ASSETS 

Current  Assets: 

Cash 

Short-term  investments,  at  cost  which  approximates  market 

Accounts  receivable,  less  provisions  for  uncollectible  accounts  of  $56,606  and  $48,026 

Federal  income  tax  refund  claims 

Inventories,  at  lower  of  cost  (first-in,  first-out  basis)  or  market  (Note  3) 

Prepaid  expenses 
Total  Current  Assets 

Property,  plant  and  equipment,  at  cost,  less  accumulated  depreciation  and 

amortization  of  $972,418  and  $998,092  (Note  4) 
Intangibles  arising  from  acquisitions  (Notes  1  and  2) 
Other  assets 
Notes  receivable  from  employees  (Note  6) 


Dec.  31, 

Dec.  31, 

1972 

1971 

$  325,910 

$  145,924 

537,978 

303,284 

2,036,624 

1,588,268 

81,106 

— 

1,980,715 

1,579,892 

156,627 

81,223 

5,118,960 

3,698,591 

1,453,973 

1,383,642 

2,027,077 

1,316,919 

131,728 

167,906 

22,128 

66,458 

$8,753,866 

$6,633,516 

LIABILITIES  AND  STOCKHOLDERS'  EQUITY 

Current  Liabilities: 

Accounts  payable 

Notes  and  contractual  obligations  payable  (Note  2) 

Accrued  expenses 

Estimated  taxes  on  income 
Total  Current  Liabilities 

Commitments  and  contingencies  (Note  8) 
Stockholders'  equity: 

Preferred  stock,  par  value  $1 .00  per  share 

Authorized  1,000,000  shares;  none  issued 
Common  stock  in  1972,  par  value  $.50  per  share  (Notes  2  and  6) 
Authorized  6,000,000  shares 
Issued  and  outstanding  2,426,920 
Capital  in  excess  of  par  value 
Retained  earnings 
Total  Stockholders'  Equity 


$    368,928  $    321,491 
659,238 

378,659  225,049 

233,489  299,151 

1,640,314  845,691 


1,213,460 
2,048,933 
3,851,159 
7,113,552       5,787,825 


1,194,264 
1,842,909 
2,750,652 


$8,753,866     $6,633,516 


CONSYNE  CORPORATION  AND  SUBSIDIARIES 
CONSOLIDATED  STATEMENT  OF  INCOME 


Net  Sales 

Costs  and  expenses,  including  depreciation  and  amortization  of  $213,398  and 
$1 57,987  (Note  1) 

Cost  of  goods  sold 

Selling,  general  and  administrative  expenses 

Research  and  product  development 

Interest  (income)  expense 
Total  costs  and  expenses 

Income  before  provision  for  taxes  on  income 
Less  provision  for  taxes  on  income  (Note  5) 
Net  Income 

Earnings  per  common  and  common  equivalent  share  (Note  7) 


Year 

Ended 

Dec.  31, 

Dec.  31, 

1972 

1971 

$9,344,385 

$7,900,662 

4,255,435 

3,707,896 

2,670,673 

2,369,825 

332,592 

325,837 

(29,202) 

63,570 

7,229,498 

6,467,128 

2,114,887 

1,433,534 

1,014,380 

737,500 

$1,100,507 

$  696,034 

$     .45 

$     .31 

Advertisement  - 

CONSYNE  CORPORATION  AND  SUBSIDIARIES 
CONSOLIDATED  STATEMENT  OF  STOCKHOLDERS'  EQUITY 


For  the  Years  Ended  December  31,  1971  and  1972 


Balance  at  December  31,  1970 

Public  offering  of  common  stock 

Stock  options  exercised 

Costs  of  public  offering 

Acquisition  costs  of  pooled  company 

Net  income  for  the  year 

Balance  at  December  31,  1971 

Two  for  one  stock  split 

Stock  issued  pursuant  to  acquisition  agreement 

(Note  2) 
Stock  options  exercised 
Stock  retired  due  to  cancellation  of  stock 

purchase  agreement 
Income  tax  benefit  from  sales  of  option  shares 

by  employees 
Other 

Net  income  for  the  year 
Balance  at  December  31,  1972  (Notes  2  and  6) 


Commor 

i  Stock 

Capital 
in  Excess 

Shares  Issued 

and 

of 

Retained 

Outstanding 

Amount 
$1,061,470 

Par  Value 

$    554,654 

Earnings 
$2,054,618 

Total 

1,061,470 

$3,670,742 

126,214 

126,214 

1,406,655 

1,532,869 

6,580 

6,580 

34;493 

(134,093) 

(18,800) 

696,034 
2,750,652 

41,073 
(134,093) 

(18,800) 
696,034 

1,194,264 

1,194,264 

1,842,909 

5,787,825 

1,194,264 

14,000 

7,000 

143,000 

150,000 

27,000 

13,500 

69,625 

83,125 

(2,608) 


(1,304) 


(1,776)  (3,080) 

13,000  13,000 

(17,825)  (17,825) 

1,100,507       1,100,507 

2,426,920     $1,213,460      $2,048,933  $3,851,159      $7,113,552 


CONSYNE  CORPORATION  AND  SUBSIDIARIES 

CONSOLIDATED  STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 


Working  capital  at  beginning  of  period 
Financial  resources  were  provided  by: 

Net  income 

Depreciation  and  amortization  expenses  which  did  not  require  the  outlay  of 
working  capital  during  the  period 

Dispositions  of  property,  plant  and  equipment 
Reduction  of  notes  receivable  from  employees 
Issuance  of  common  stock: 

Pursuant  to  acquisition  agreement  (Note  2) 

Other 
Decrease  in  other  assets 

Financial  resources  were  used  for: 

Additions  to  property,  plant  and  equipment,  including  $59,650  in  1972 

ralating  to  purchased  businesses  (Note  2) 
Intangibles  arising  from  acquisitions  (Note  2) 
Repayment  of  long-term  debt 
Costs  of  acquisitions 
Additions  to  other  assets 

Net  increase  in  working  capital 
Working  capital  at  end  of  period 

Increase  (decrease)  in  working  capital  resulting  from  net  changes  in 
elements  of  working  capital : 

Cash 

Short-term  investments 

Accounts  receivable 

Federal  income  tax  refund  claims 

Inventories 

Prepaid  expenses 

Accounts  payable 

Notes  and  contractual  obligations  payable 

Accrued  expenses 

Estimated  taxes  on  income 
Net  increase  in  working  capital,  including  $104,^65  in  1972 
relating  to  purchased  businesses  (Note  2) 


Year 

Ended 

Dec.  31, 

Dec.  31, 

1972 

1971 

$2,852,900 

$2,780,716 

1,100,507 

696,034 

213,398 

157,987 

1,313,905 

854,021 

49,237 

44,330 

150,000 

75,220 

1,439,849 

60,266 

9,395 

1,692,958 

2,303,265 

332,966 

579,898 

710,158 

1,534,647 

9,800 

24,088 

106,736 

1,067,212 

2,231,081 

625,746 

72,184 

$3,478,646 

$2,852,900 

$    179,986 

$  (316,533) 

234,694 

(191,980) 

448,356 

407,533 

81,106 

400,823 

154,185 

75,404 

(4,676) 

(47,437) 

(47,465) 

(659,238) 

460,084 

(153,610) 

(132,585) 

65,662 

(256,379) 

$    625,746 

$       72,184 

M»! 
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CONSYNE  CORPORATION  AND  SUBSIDIARIES 
NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 


NOTE  1:  SUMMARY  OF  ACCOUNTING  POLICIES 

PRINCIPLES  OF  CONSOLIDATION— The  consolidated 
financial  statements  include  the  accounts  of  the 
company  and  its  subsidiaries,  all  wholly  owned.  All 
material  intercompany  transactions  have  been  elimi- 
nated in  consolidation. 

DEPRECIATION — Provision  for  depreciation  has  been 
calculated  using  the  straight-line  and  accelerated 
methods  of  depreciation.  Rates  are  based  on  estimated 
useful  lives  of  the  assets  and  range  from  10  to  45  years 
for  buildings,  3  to  10  years  for  machinery  and  equip- 
ment and  3  to  10  years  for  furniture  and  fixtures. 
Leasehold  improvements  are  amortized  over  the 
shorter  of  their  estimated  useful  lives  or  the  term  of  the 
related  lease  ranging  from  5  to  10  years. 
MAINTENANCE  AND  REPAIRS— The  cost  of  mainte- 
nance and  repairs  is  charged  to  income  when  incurred; 
major  improvements  increasing  the  estimated  useful 
life  of  an  asset  are  capitalized. 
RESEARCH  AND  DEVELOPMENT  COSTS— Research 
and  development  costs  are  charged  against  income 
as  incurred. 

INTANGIBLES — The  intangibles  arising  from  acquisi- 
tions prior  to  November  1,  1970  are  attributed  to 
intangibles  which  management  believes  have 
continuing  value  and  do  not  require  amortization.  In 
accordance  with  Accounting  Principles  Board  Opinion 
No.  17,  the  intangibles  arising  from  acquisitions  after 
October  31, 1970,  both  of  which  were  acquired  as  of 
December  31, 1972,  will  be  amortized  on  a  straight- 
line  basis  over  40  years.  Patents  are  amortized  over 
their  estimated  useful  lives  not  exceeding  17  years. 
TAXES  ON  INCOME— Provision  is  made  in  the  Com- 
pany's financial  statements  for  the  deferred  income  tax 
effect  related  to  certain  revenues  and  expenses  which 
are  reported  in  the  income  statement  in  periods  which 
differ  from  those  in  which  they  are  subject  to  taxation. 
The  principle  items  resulting  in  timing  differences  are 
state  taxes  on  income  and  reserves  for  estimated 
expenses.  The  current  income  tax  provision  is  reduced 
by  realized  investment  credits,  which  are  not 
significant. 

STOCK  OPTIONS — The  Company  makes  no  charges  to 
income  in  connection  with  the  several  stock  option 
plans.  Option  transactions  are  accounted  for  as  capital 
transactions  and  no  charges  or  credits  are  made 
to  income. 

NOTE  2:  ACQUISITIONS 

As  of  December  31, 1972,  the  Company  acquired,  in 
purchase  transactions,  all  of  the  outstanding  stock  of 
Gilbert  Hyde  Chick  Company  for  $689,463  in  cash  and 
obligations  payable  at  various  dates  through  December 
1973  and  secured  by  87%  of  the  acquired  shares,  and 
Consolidated  Orthopedic  Supply,  Inc.  for  14,000  shares 
of  its  common  stock.  The  Company  may  be  required 
to  issue  to  the  former  shareholder  of  Consolidated 
Orthopedic  Supply  a  maximum  of  14,000  additional 
shares  or  cash  equal  to  the  extent  that  the  fair  market 
value  of  the  shares  initially  issued  is  less  than  $150,000 
at  January  31, 1976.  The  results  of  operations  of  the 
acquired  companies,  which  are  manufacturers  of  ortho- 
pedic products,  have  not  been  included  in  the  con: 
solidated  statement  of  income.  Had  both  companies 
been  acquired  as  of  January  1,  1971,  the  unaudited 
proforma  consolidated  results  of  operations  for  1972 
and  1971  would  have  been: 


1972 


1971 


Net  Sales 

Net  Income 

Earnings  per  corrtmon  and 
common  equivalent  share 
(giving  retroactive  effect 
to  the  14,000  shares 
issued) 


$10,542,000     $9,067,000 


$  1,062,000     $    707,000 


NOTE  3:   INVENTORIES 

Inventories  are  summarized  as  follows: 

Dec.  31,        Dec.  31, 
1972  1971 

Raw  Materials  $    246,584     $      78,115 

Work  In  Process  421,533  364,093 

Finished  Goods  1,312,598       1,137,684 

$TJ980,715     $17579,892 
NOTE  4:   PROPERTY,  PLANT  AND  EQDIPmIeSF^ 
The  investment  in  property,  plant  and  equipment  is 
summarized  as  follows: 


Dec.  31, 

Dec.  31, 

1972 

1971 

Land 

$    235,255 

$    247,878 

Buildings 

509,141 

549,149 

Leasehold  Improvements 

51,618 

35,541 

Machinery  and  Equipment 

1,399,950 

1,331,167 

Furniture  and  Fixtures 

230,427 
2,426,391 

217,999 

2,381,734 

Less — Accumulated 

depreciation 

and  amortization 

972,418 

998,092 

$1,453,973 

$1,383,642 

NOTE  5:  TAXES  ON  INCOME 

The  provision  for  taxes  on  income  includes  state  taxes 
on  income  of  $109,554  and  $74,487  in  1972  and  1971, 
respectively.  In  March  1972,  the  Company  formed  a 
Domestic  International  Sales  Corporation  (DISC)  for 
the  purpose  of  acting  as  a  commission  agent  with 
respect  to  the  Company's  foreign  sales.  Under 
provisions  of  the  Internal  Revenue  Code,  the  DISC 
itself  will  not  be  subject  to  federal  income  taxes;  one- 
half  of  the  DISC'S  earnings  will  be  taxed  to  the 
Company  currently  and  federal  income  taxes  on  the 
remaining  one-half  of  earnings  will  be  deferred  until 
distributed.  Management  intends  to  retain  such  earn- 
ings in  the  DISC  indefinitely;  therefore,  no  provision 
for  taxes  has  been  made  on  the  undistributed 
earnings  of  $60,000. 
NOTE  6:  CAPITAL  STOCK 

On  April  26,  1972,  the  shareholders  approved  a  2  for  1 
stock  split  which  increased  the  number  of  authorized 
common  shares  from  3,000,000  to  6,000,000  and 
reduced  the  par  value  from  $1.00  to  $.50  per  share. 
Earnings  per  share  and  the  following  data  relating  to 
stock  options  have  been  retroactively  adjusted  to 
reflect  the  stock  split. 

A  summary  of  shares  subject  to  options  under  the 
Company's  several  stock  option  plans  is  shown  below: 

Year  Ended 


Dec.  31, 
1972 
101,000 


Dec.  31, 
1971 
109,160 


28,500 
10,000 


(27,000) 
(11,000) 
101,500 "~ 


27,000 

(13,160) 

(22,000) 
101,000 


.43     $ 


.31 


Balance  at  beginning  of  period 
Options  granted: 

At  $5.88  to  $6.32  per  share 

At  $8.19  to  $10.88  per  share 
Options  reinstated  at  $3.13 
Options  exercised: 

At  $1.37  to  $3.50  per  share 

At  $3.00  to  $3.13  per  share 
Options  cancelled 
Balance  at  end  of  period 

The  options  are  exercisable  either  from  six  months  to 
one  year  after  date  of  grant  or  in  three  equal  annual 
installments  at  market  value  on  the  date  of  grant  and 
expire  five  years  after  date  of  grant.  In  December  1970, 
•he  Company  cancelled  options  on  48,000  shares  with 
option  prices  of  $6  to  $11  per  share  and  granted 
options  to  the  same  optionees  on  a  like  number  of 
shares.  The  new  options  were  granted  at  the  price  of 
the  old  options  until  their  original  expiration  date  and 
then  become  exercisable  at  the  new  grant  price  of 


$3.1 3  per  share  until  five  years  from  the  new  date  of 

grant.  As  of  December  31, 1972,  options  for  42,000  of 

these  shares  had  not  been  exercised. 

At  December  31, 1972,  option  prices  ranged  from 

$3.13  to  $10.88  per  share  and  options  for  70,667 

shares  were  exercisable.  There  were  14,500  and  42,000 

shares  available  for  grant  at  December  31, 1972  and 

1971,  respectively.  In  November  1972,  the  Board  of 

Directors  approved  a  stock  option  plan  covering 

125,000  shares  of  common  stock,  subject  to  approval 

by  the  shareholders. 

The  Company  may  be  required  to  issue  a  maximum  of 

290,000  common  shares  through  1976  contingent  upon 

attainment  of  future  earnings  levels  of  Alexo,  acquired 

in  1971.  There  were  3,423  shares  earned  under  this 

agreement  during  1972. 

Notes  receivable  from  employees  arose  from  the 

issuance  of  common  stock  under  stock  purchase 

agreements,  are  non-interest  bearing  and 

are  due  through  1974. 

NOTE  7:   EARNINGS  PER  SHARE 

Earnings  per  common  and  common  equivalent  share 

are  based  on  the  average  number  of  common  shares 

outstanding  in  each  period  and  those  common  stock 

equivalents  which  had  a  dilutive  effect.  Average  shares, 

after  giving  retroactive  effect  to  the  2  for  1  stock  split  in 

April  1972  (See  Note  6),  were  2,449,702  in  1972  and 

2,238,260  in  1971.  There  are  no  contingent  issuance  or 

option  arrangements  which  would  have  a  more 

dilutive  effect. 

NOTE  8:   COMMITMENTS  AND  CONTINGENCIES 

At  December  31,  1972,  the  Company  was  obligated  for 

approximately  $498,000  under  long-term  leases; 

payable  in  1973  $67,000, 1974  $62,000, 1975  $62,000, 

1976  $56,000  and  1977  $39,000,  with  the  balance  of 

$212,000  due  through  1983. 

The  Company  was  contingently  liable  for  payment  of 

discounted  customer  notes  receivable  of  $239,320  at 

December  31,  1972. 


REPORT  OF  INDEPENDENT  ACCOUNTANTS 

To  The  Board  of  Directors  and 
Stockholders  of  Consyne  Corporation 

In  our  opinion,  the  accompanying  consolidated  balance 
sheet  and  the  related  consolidated  statements  of 
income,  stockholders'  equity  and  changes  in  financial 
position  present  fairly  the  financial  position  of  Consyne 
Corporation  and  its  subsidiaries  at  December  31, 1972 
and  1971  and  the  results  of  their  operations  and  the 
changes  in  financial  position  for  the  years  then  ended, 
in  conformity  with  generally  accepted  accounting 
principles  consistently  applied.  Our  examinations  of 
these  statements  were  made  in  accordance  with 
generally  accepted  auditing  standards  and  accordingly 
included  such  tests  of  the  accounting  records  and  such 
other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances. 


^5^,  Uxji*^  ( c. 
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Monsieur  Bib  Meets  the  Akron  Five 


France's  Michelin  has  launched  a 

$600-million  drive  for  a  hunk  of  the  U.S.  tire  market. 

Who's  scared? 

Everybody— Akron,  Michelin,  the  unions. 


The  U.S.  tire  industry  is  going 
through  a  worse  trauma  today  than 
the  defense  emergency  of  World  War 
II.  Worse,  because  the  foreign  enemy, 
French  tiremaker  Michelin  &  Cie.,  al- 
ready has  landed.  The  new  rival  has 
been  scoring  in  a  market  area  that 
U.S.  tiremakers  swore  didn't  exist  a 
few  years  ago.  The  Frenchmen  are 
putting  $300  million  into  tire  plants 
in  South  Carolina  to  carry  the  fight 
to  the  industry's  Akron  citadel. 

Michelin  makes  a  single  line  of 
steel-belted  radial  tires  that,  in  most 
U.S.  sizes,  retail  for  over  $60  each. 
How  can  Michelin  hope  to  match  the 
tremendous  output  and  product  range 
of  a  Goodyear,  Firestone,  Uniroyal, 
Goodrich  or  General?  What  about 
the  marketing  savvy  needed  for  such 
a  venture? 

The  answer  is  that  Michelin  is  do- 
ing surprisingly  well  already,  even 
though  it  has  been  selling  American- 
size  tires  here  only  since  1966.  Last 
year  it  sold  35%  of  the  radial  tires 
marketed  in  the  U.S.  and  grossed 
some  $250  million.  Since  the  tires 
sold  here  were  made  in  Spain,  almost 
the  entire  proceeds  went  overseas. 
One  more  bastion  of  U.S.  industry 
had  been  seriously  breached. 

But  if  the  U.S.  balance  of  pay- 
ments suffered,  U.S.  consumers  ben- 
efited. They  have  been  exposed  to  a  • 
whole  new  line  of  tires,  and  they 
like  what  they  see.  U.S.  manufac- 
turers, notably  Goodyear  and  Fire- 
stone, have  hopped  on  the  bandwag- 
on, but  late  and  with  a  serious  tech- 
nological lag.  Today  the  top  tire  of 
the  radial  line— steel-belteds— wouldn't 
even  be  available  here  on  new  U.S.- 
made  cars  without  Michelin.  Until 
last  year  only  Michelin  had  been  able 
to  turn  out  the  steel-belteds  in  suffi- 
cient quantity  to  satisfy  Detroit.  But 
the  demand  has  not  outstripped  their 
ability  to  dominate  the  market  on 
import  shipments  alone. 

The  U.S.  tire  fraternity  resisted  the 
radial  trend  fiercely.  Goodyear,  for 
one,  pumped  millions  of  dollars  into 
polyester  and  fiber  glass  belted  tires, 
a  mere  modification  of  the  old  bias- 
belted  design.  Goodyear's  goal  was 
to  short-circuit  the  trend  to  radials 
for  a  few  more  years,  if  not  indefinite- 
ly. Detroit  put  an  end  to  that  stall- 
ing when  Michelin  proved  that  its  ra- 
dial tires  sell  new  cars  as  well.  As  a 


result,  Ford  has  just  announced  that 
75%  of  its  1974  models  to  be  intro- 
duced this  summer  will  have  steel- 
belted  radials  as  standard  equipment. 
That's  a  10-million-plus  tire  order. 
The  crusher  is  that  Akron  can't  fill  it. 

"Fustest  with  the  Mostest" 

Figures  from  a  wide  range  of  in- 
dustry sources  show  the  race  shaping 
up  like  this: 

•  This  year  radial  tires  of  what- 
ever materials  will  be  only  12%  of 
the  205  million  tires  sold  yearly  in 
the  U.S.  By  1975,  however,  fully  70% 
of  all  new  cars  will  have  radials. 
The  replacement  market— three  times 
as  big  and  much  more  profitable- 
will  be  25%  radials.  That's  roughly 
80  million  radial  tires— at  today's  av- 
erage $48  retail  price,  a  $3.9-billion 
market  for  somebody. 

•  It's  unlikely  that  Akron's  Big 
Five  will  be  able  to  make  all  the 
radials  needed  by  then.  Publicly  they 
claim  they  will  have  a  capacity  of 
43.7  million  radial  tires  per  year  by 
December.  But  purchasing  agents  for 
key  carmakers  give  a  different  pic- 
ture. They  say  Akron  will  be  able  to 
turn  out  only  20  million,  and  only  11 
million  of  those  can  go  to  Detroit 
(see  chart,  p.  56). 

•  Why?  The  problem  is  both  the 
alignment  of  the  inner  radial  plies 
and  in  the  mesh  belt  of  steel  or  syn- 
thetics (see  drawing,  p.  56).  Each 
must  be  meticulously  placed  (some 
have  up  to  four  layers  of  steel  belt- 
ing) to  reduce  the  internal  friction 
and  heat  that  is  the  enemy  of  all 
tires.  To  make  a  set  of  five  uniform 
tires  for  each  car  requires  a  mix  of 
sophisticated  machinery  and  highly 
skilled  labor.  Each  Akron  competitor 
is  faced,  for  the  first  time  in  genera- 
tions, with  both  designing  and  pro- 
ducing a  new  family  of  production 
machinery  and  then  training  its  labor 
force  to  new  techniques.  It  all  takes 
time.  Michelin  started  in  1948;  Good- 
year last  December. 

•  Michelin  may  be  able  to  double 
its  U.S.  shipments  this  year  if  some 
of  its  new  European  and  Canadian 
factories  go  on  stream  in  time.  Its  big 
hopes,  though,  are  two  plants  being 
built  in  Greenville  and  Anderson, 
S.C,  part  of  a  confirmed  $300-million 
investment  (not  $200  million  as  re- 
ported   previously).    With    400    em- 


Monsieur  Bibendum  is  king 
of  Europe's  trademark  royalty. 
But  until  his  Detroit  debut, 
only  Sears  would  receive  him. 
Can  Akron  ever  accept  him? 

ployees  at  Anderson  and  1,400  at 
Greenville,  Michelin  hopes  to  start 
production  early  in  1975,  and  reach 
11  million  a  year  eventually. 

•  If  all  goes  well,  Michelin's  plan 
calls  for  another  $300-million  plant 
investment  within  five  years. 

With  the  race  just  begun,  it's  im- 
possible to  pick  a  winner.  Michelin 
has  a  technical  edge,  but  has  made 
grave  tactical  blunders  in  its  invasion 
plan.  Akron's  response  generally  has 
been  to  stall  for  time  to  get  the  need- 
ed skill  in  making  the  new  product. 
That's  important.  For  as  Voya  Peters, 
Michelin's  top  U.S.  man,  says,  "Any- 
body can  make  a  steel-belted  radial 
tire;  but  to  make  100  of  them  of  uni- 
form quality  is  our  secret."  The  stall- 
ing has  made  a  company  as  savvy  as 
Goodyear  look  a  bit  sheepish  at  times 
—as  when  Chairman  Ralph  DeYoung 
predicted  as  recently  as  1971  that 
"radial-ply  tires  will  remain  a  third 
choice  for  American  motorists  for 
many  years  to  come." 

In  another  stalling  move,  last  year 
the  tiremakers'  trade  associations 
tried  to  get  a  100%  duty  slapped  on 
Michelin  tires  from  Canada.  But  only 
a  6%  duty  was  imposed. 

In  a  rare  series  of  interviews, 
Forbes  got  a  look  behind  the  cloud 
of  secrecy  that  has  made  Michelin  a 
European  legend.  Its  annual  sales  last 
year  were  about  $2  billion  compared 
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with  Goodyear's  $4  billion.  But  be- 
yond this  informed  guess  as  to  sales, 
little  is  known  about  Michelin's  fiscal 
profile.  The  parent  firm  is  a  holding 
company— and  all  it  is  required  to  re- 
port under  French  law  is  where  it  got 
the  money  to  pay  dividends;  for  the 
rest,  the  tire  company  might  as  well 
be  a  privately  owned  company. 

Its  profitability  is  a  closely 
guarded  secret,  but  legend  has  it  that 
the  company  is  exceptionally  well- 
run.  Probably  it  is,  but  its  hesitant 
invasion  of  the  U.S.  suggests  some 
limitations. 

Before  1965  Michelin  gave  little 
thought  to  entering  the  U.S.  market. 
It  was  preoccupied  with  expanding 
its  25  factories  into  the  44  it  now  has 
in  Europe,  Africa  and  Canada.  "Be- 
sides," adds  Michelin's  Peters,  "this 
is  not  a  country  but  a  continent."  So 
Michelin  kept  the  small  New  York 
sales  office  it  had  since  1948  (when 
it  first  marketed  a  steel-belted  radial), 
in  order  to  serve  foreign-car  owners 
who  demanded  such  tires.  There  was 
plenty  to  do  at  home  in  Europe. 

There,  led  by  Francois  Michelin, 
46,  a  grandson  of  one  of  the  founders, 
the  company  was  rapidly  expanding 
into  today's  $2-billion-plus  giant  that 
is  challenging  Dunlop-Pirelli  for  third 
place,  after  Goodyear  and  Firestone, 
in  the  world  tire  business. 

Michelin  is  not  only  France's  lead- 
ing tiremaker;  it  owns  55%  of  the  No. 
Two  French  car  builder,  Citroen, 
and  a  sizable  interest  in  Kleber-Co- 
lombes,  its  one  major  French  com- 
petitor. Elsewhere  in  the  Common 
Market,  it  claims  25%  to  30%  of  each 
national  market.  There  it  is  well 
known  for  its  famed  trademark— the 
roly-poly  man  of  tires,  M.  Bib— and 
of  course  its  fabled  Guide  Michelin 
restaurant  and  sightseeing  guides 
(see  box  p.  58). 

Strange  Structure 

Much  has  been  made  of  the  shy- 
ness of  Francois,  a  trained  mathe- 
matician: He  refuses  to  have  his 
picture  given  to  the  press,  he  grants 
no  interviews,  and  the  company  keeps 
no  Paris  headquarters;  Clermont-Fer- 
rand is  a  village  of  look-alike  houses 
that  surround  the  city-sized  factory 
complex  of  manufacturing,  engineer- 
ing and  administration  buildings,  each 
as  dreary  and  noncommittal  as  the 
next.  Legend  has  it  that  there  is  no 
real  management  structure  at  Miche- 
lin because  Francois  forbids  it.  Aside 
from  the  title  of  gerant  (manager) 
held  by  Francois  and  a  cousin,  all 
other  jobs  and  offices  in  the  company 
town  of  Clermont-Ferrand  are  num- 
bered or  in  code.  Sources  vary  in 
their  reasons  for  this— from  keeping 
competitors     from     learning     secrets 


U.S. TIRE  MIX 

Starting  from  piddling  beginnings  in  1972,  by  1976  the  radial  tire 
should  become  No.  One  in  tires  sold  in  the  U.S.,  with  almost  equal 
volume  in  the  original-equipment  and  replacement  markets. 
And  because  of  its  higher  selling  price,  the  radial's  lead  in  dollar  sales 
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about  production  by  learning  who 
does  what,  to  the  more  plausible  rea- 
son that  without  titles,  it  is  that 
much  harder  for  little  fiefdoms  to 
spring  up  in  the  corporate  empire 
Francois  rules. 


r 
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Bias  Or  Radial?  A  conventional 
tire  (left)  has  inner  plies 
wrapped  around  the  carcass  at  an 
angle  or  bias  to  each  other 
under  tread  and  sidewalls.  By 
contrast,  radial  tire  plies 
wrap  at  right  angles  to 
the  carcass,  with  a 
steel  or  synthetic  mesh  belt 
beneath  the  tread.  The  advantage 
of  radial  plies  is  that  they 
reduce  distortion,  friction 
and  tire  heat.  This  in  turn 
improves  tire  life,  handling, 
even  gas  mileage. 


What  this  really  means  is  that 
Michelin  is  engineering  dominated,  to 
the  exclusion  of  its  sales  and  market- 
ing staff.  And,  say  company  sources, 
that  has  caused  trouble  of  late. 

What  started  the  real  invasion  of 
the  U.S.  was  a  1965  call  from  Sears, 


Roebuck,  which  can  share  with  De- 
troit the  credit  for  bringing  the  so- 
called  "radial  age"  to  birth.  Sears, 
through  its  838  company  stores  and 
2,600  catalog  stores,  sells  more  U.S. 
replacement  tires  than  anyone  except 
Goodyear  and  Firestone. 

Sears  wanted  a  new  top-of-the- 
line  tire.  "We  had  to  convince  Miche- 
lin to  develop  an  American-sized  tire; 
they  were  reluctant,"  says  a  Sears 
official.  "But  we  saw  the  market  de- 
veloping, and  we  wanted  the  best. 
There  was  a  margin  of  quality  then, 
and  it's  still  there  today."  For  Michelin, 
Sears  represented  a  guaranteed  de- 
mand base  on  which  it  could  build  a 
U.S.  tire  business  under  its  own  name. 

As  soon  as  Michelin  officials  began 
seriously  to  discuss  manufacturing  in 
the  U.S.,  the  ingredients  of  a  mistake 
were  there.  Recalls  Peters,  "Our  sales 
representative  here  argued  that  we 
should  put  our  plants  in  the  U.S. 
first,  say  by  1969.  But  the  real  pride 
of  our  engineers  is  in  the  all-steel 
truck  tire.  They  said,  'Let's  put  our 
best  foot  forward.'  So  rightly  or  wrong- 
ly it  was  decided  that  Canadian  plants 
would  give  our  people  experience  with 
North  Americans— with  our  best  prod- 
uct and  with  less  money  involved." 
Since  the  engineers  ruled,  the  engi- 
neers won. 

Observes  a  Goodrich  official:  "The 
funny  thing  is  that  Michelin  even 
picked  the  wrong  part  of  Canada. 
They  could  have  got  the  same  subsidy 
by  locating  in  a  depressed  area  of 
Quebec,  and  the  people  would  have 
spoken  French.  But  Michelin  has  such 
a  thing  about  secrecy  that  they  went 
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You  name  it.  An  inkblot  has  many  faces. 

So  does  insurance.  Consider  Workmen's  Compensation. 

Yoy  might  see  it  only  as  post-accident  reimbursement.  We  see  something  more. 

c  Accident  prevention.  Savvy  claims  management  and  the  cost-conscious 

selection  of  a  rating  plan.  And  we  see  Peopleprotection, 

our  program  for  protecting  your  employees  on  the  job. 

And  off  the  job.  Call  us  about  it. 

American 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 


to  Nova  Scotia,  hired  all  those  fisher- 
men, and  they  still  aren't  on  stream 
yet."  (The  unkindest  cut  of  all  came 
last  month  when  a  Michelin  Canadian 
employee  tried  to  sell  Firestone  the 
ingredients  for  the  radial  tire  for 
$315,000;  Firestone  called  the  cops.) 

If  in  all  this  Michelin  sometimes 
gives  the  impression  of  a  company 
that  was  dragged  kicking  and  scream- 
ing into  the  American  market,  the 
impression  is  not  entirely  false.  But 
now  Michelin  is  in,  and  with  both 
feet.  In  March,  Morgan  Guaranty, 
First  National  City  and  Chase  Man- 
hattan joined  in  granting  Michelin  a 
$150-million   line   of   credit   to   help 

A  Secretive  Dynasty  = 

The  Michelin  family  had  been 
making  farm  machinery  in  the  village 
of  Clermont-Ferrand  in  central  France 
since  1830,  but  the  real  legend  be- 
gins in  the  1880s.  The  two  brothers 
Edouard  and  Andres  Michelin  were 
living  it  up  in  Paris.  Their  neglect 
plus  financial  panic  brought  the  family 
business  to  near  ruin.  The  two  young 
men  hurried  home. 

Edouard,  like  his  grandson  Fran- 
cois who  heads  the  company  today, 
proved  to  be  the  technical  genius  of 
the  team.  He  perfected  a  new  all- 
rubber  carriage  brake  that  revived 
the  company's  revenues. 

Here  fate  takes  a  hand,  in  the 
form  of  an  Englishman  touring  the 
French  countryside  on  a  bicycle 
equipped  with  Mr.  Dunlop's  new 
pneumatic  tires.  A  blowout  left  him 
stranded  near  Clermont-Ferrand.  Vil- 
lagers directed  him  to  Edouard's 
workshop  where  the  young  French- 
man repaired  the  tire.  Intrigued, 
Edouard  then  set  to  work  on  what 
would  be  the  first  production  model 
of  the  inner  tube.  This  was  1892. 

It  is  Andres  who  gets  credit  for 
seeing  that  the  real  action  lay  in  the 
yet  infantile  automobile  industry.  In 
1900  there  were  a  mere  3,000  horse- 
less carriages  in  France,  and  jaunts 
of  50  miles  or  more  rated  newspaper 
coverage.  Yet  in  that  year,  Andres 
launched  the  two  advertising  trade- 
marks that  still  serve  the  company 
well.  One  was  the  roly-poly  pneu- 
matic man,  Monsieur  Bibendum,  "one 
must  drink."  The  other  was  the 
famed  Guide  Michelin. 

The  Guide  Michelin  was  at  the 
start  merely  a  listing  of  places  in 
the  French  countryside  where  the  in- 
trepid motorist  could  find  petrol  and 
necessary  repairs.  But  Andres  had 
vision.  In  the  preface  to  the  first 
edition  he  wrote,  "This  guidebook  ap- 
pears with  this  century.  It  will  last 
as  long.  The  automobile  has  just  been 


build  the  South  Carolina  plants.  For 
its  part,  Michelin  is  committed  to  put- 
ting in  $150  million  in  equity  capital. 

The  Big  Plunge 

The  race  to  spend  money  could 
become  as  tense  as  the  technological 
race.  Goodyear  is  putting  $300  million 
a  year  into  re-equipping  plants,  Fire- 
stone nearly  $200  million,  Uniroyal 
and  Goodrich  $100  million  each.  But 
unlike  Michelin,  the  Akron  companies  * 
face  the  need  not  only  to  finance,  but 
to  actually  design  and  build  the  spe- 
cial equipment  the  radial  tire  requires. 

But  Michelin's  biggest  plunge  in- 
volves neither  money  nor  technology 


nor  marketing,  but  that  most  basic 
of  all  the  raw  materials  of  business- 
labor.  Radial  tires  are  expensive  in 
part  because  they  require  more  hand 
labor  than  ordinary  tires.  How  will 
Michelin  fare  with  the  unions?  Will 
its  southern  location  help  fend  off  the 
labor  troubles  that  plague  Akron?  Can 
a  company  run  by  engineers  deal 
imaginatively  with  one  of  the  toughest 
and  highest-cost  labor  situations  in 
the  world? 

From  every  possible  point  of  view 
this  quiet,  technically  oriented  French 
company  has  got  a  fight  on  its  hands. 
And  so,  due  almost  entirely  to  its  own 
complacency,  has  Akron.  ■ 


born.  It  will  develop  each  year,  and 
the  tire  with  it." 

Today  M.  Bib's  jolly  form  can  be 
found  outside  nearly  every  French 
village  on  signs  that  give  the  speed 
limits  and  other  travel  information. 
More  than  a  travel  guide,  the  Guide 
Michelin  reigns  supreme  as  the  arbi- 
ter of  restaurants,  in  France  natural- 
ly, but  now  also  in  Europe.  At  first, 
the  Guide  was  given  away  free,  but 
now  there  are  roughly  535,000  copies 
sold  each  year,  along  with  1.5  million 
sightseeing    guides    and    10    million 


killed  in  an  airplane  crash  in  1932. 
Five  years  later  his  brother  Pierre 
was  killed  in  a  highway  accident.  Two 
other  car  crashes  killed  off  a  nephew 
and  the  director  of  Citroen's  man- 
ufacturing branch,  also  a  Michelin. 
In  1960  the  wife  of  Patrice  Michelin 
was  killed  when  his  shotgun  went  off 
accidentally;  a  spectacular  court  hear- 
ing followed. 

The  effect  has  been  to  draw  the 
Michelin  family  closer  together  in 
an  almost  desperate  effort  to  shield 
themselves  from  the  eyes  of  the  world. 
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maps.  The  publishing  venture,  over- 
all, loses  almost  $2  million  a  year.  As 
publicity  it  is  worth  perhaps  ten  times 
that  amount. 

Certainly  part  of  the  Guide's  suc- 
cess is  due  to  the  James  Bond-like 
secrecy  with  which  the  inspectors  go 
about  their  business.  So  it  is  with 
the  Michelin  family  itself,  which 
shuns  the  public  life  of  Paris  and 
sticks  to  business  in  the  not  very 
glamorous  factory-town  home  of  Cler- 
mont-Ferrand. 

But  as  other  recluses  have  found, 
secrecy  itself  attracts  onlookers.  Fate 
has  sometimes  been  unkind  to  the 
family,  often  in  ways  that  made  the 
front  pages.  One  of  the  early  family 
executives,     Etienne     Michelin,     was 


Francois,  now  46,  and  his  cousin  Fran- 
cois Rollier  rule  in  gloomy  isolation 
from  the  engineering  labs  they  prefer 
to  the  corporate  boardroom. 

The  Michelin  spirit  of  clannishness 
surrounds  Clermont-Ferrand.  The 
company  oilers  subsidized  housing 
(since  1905),  free  medical  care  and 
a  pension  based  on  a  fixed  with- 
holding of  a  portion  of  the  worker's 
wages— which  he  loses  if  he  quits 
before  retirement  age.  Trade  union 
membership  is  forbidden. 

Much  ol  the  family's  hesitation 
about  competing  in  the  U.S.  is  due 
to  a  fear  that  American  laws  on  cor- 
porate disclosure  and  the  force  ol  or 
ganized  labor  will  weaken  its  hold  on 
the  company  and  on  its  u  a\  ol  life. 
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That's  because  we  operate 
in  communities  all  over 
America  where  there's  room 
to  grow.  Our  goal  is  simple. 
We  try  to  give  everyone  more 
for  their  dollar.  Phone  subscribers. 
Equipment  customers.  And  investors. 

Want  to  read  a  success  story? 
Write  for  our  Annual  Report. 
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Continental  Telephone  Corporation 

Dulles  International  Airport,  Loudoun  County,  Va. 


Corporate  Stock  Repurchases: 

Do  They  Know  Something  You  Don't? 


Buying  your  own  stock  seems  to  have 
replaced  acquisitions  as  today's  favor- 
ite financial  pastime:  Shrinkage,  not 
expansion,  seems  to  be  the  style.  Reyn- 
olds Securities  estimates  that  125 
companies  have  bought  in  some  of 
their  own  shares  since  late  1972.  (At 
the  rate  they  have  been  buying  in 
early  1973,  by  year's  end  some  400 
companies  could  shell  out  about  $4 
billion.)  Reynolds  published  its  data 
in  a  special  report,  "Can  125  Man- 
agements All  Be  Wrong?" 

Well,  can  they?  For  example,  last 
fall  West  Coast  conglomerate  Tele- 
dyne  tendered  for  and  received  28% 
of  its  32  million  shares.  Teledyne 
founder  and  Chairman  Henry  Single- 
ton must  have  thought  his  stock  was 
worth  more  when  he  borrowed  $180 
million  to  buy  in  8.9  million  shares 
at  20.  But  six  months  later,  despite  a 
reported  33%  gain  in  earnings  per 
share  resulting  from  the  28%  reduc- 
tion in  shares  outstanding— but  a  2% 
dip  in  total  net— Teledyne  sold  at  15%. 
Maybe  Teledyne's  outside  holders 
knew  better  than  the  insiders. 

A  special  case?  Do  most  repur- 
chases fare  better  than  that?  To  find 
out,  Forbes  statisticians  went  back  to 
the  issue  of  Aug.  15,  1970,  where  a 
table  showed  38  companies  that  had 
repurchased  stock  in  the  previous  12 
months.  The  table  at  right  compares 
the  market  prices  of  those  stocks  in 
August  1970  with  their  recent  prices, 
a  32-month  span  in  which  the  S&P 
500  average  gained  42.8%: 

•  Only  13  of  the  36  companies 
(two  had  merged)  outperformed  the 
S&P  500,  and  only  six  did  so  well  as 
to  double  in  price. 

•  Twelve  actually  fell  in  price,  and 
ten  more  lagged  behind  the  S&P  500. 
In  fact,  Ancorp  National  Services  filed 
Chapter  XI  bankruptcy  last  month. 
(One  company's  stock  price  remained 
unchanged.) 

•  The  percentage  of  stock  repur- 
chased seemed  to  bear  no  relation  to 
performance.  Some  big  buy-backs 
were  beauts,  others  busts. 

Why  did  so  many  of  these  compa- 
nies fail  to  outperform  the  market? 
One  reason  seems  to  be  that  while 
the  arithmetic  of  stock  repurchase  is 
impeccable,  management  does  not 
control  the  many  other  variables  that 
affect  a  stock's  prices:  operating  earn- 
ings; stock  market  fads;  the  market 
itself.  Acting  upon  one  variable- 
shares    outstanding— cannot    in    itself 


be  decisive.  Then  there  is  a  big  ques- 
tion raised:  Is  business  so  poor  or 
management  so  unimaginative  that 
there  are  no  other  ways  to  put  the 
money  to  work? 

But  there  is  a  logic  behind  this 
corporate  cannibalism.  If  a  company 
is  strong,  what  better  investment  can 
there  be  than  buying  in  its  own 
shares  at  a  discount?  In  a  sense, 
this  is  a  rare  opportunity  to  do  so. 
Until  recently,   it   would   have   been 


hard  to  buy  in  large  amounts  of  stock 
without  sending  the  price  through  the 
roof.  But  with  the  average  investor 
communicating  his  pessimism  to  the 
entire  market,  today  any  company  not 
held  mainly  by  institutions  can  seem- 
ingly get  all  the  stock  it  wants. 

With  many  solid  stocks  selling  be- 
low book  value,  below  ten  times  earn- 
ings and  at  huge  discounts  from  as- 
set value,  the  temptation  is  strong. 
And— as  happened  in  1970's  big  buy- 
in— there  will  be  some  big  winners. 
In  the  last  resort,  however,  it  will  be 
the  business  itself  and  its  manage- 
ment that  will  be  decisive— not  the 
simple  arithmetic  of  buying  stock  be- 
low book.  ■ 


Company 

Shares 
Repurchased 

in  1970 
(thousands) 

Pet.  of 
Listed 
Shares 

8/10/70 
Price 

Recent 
Price 

Pet. 
Change 

Allied  Chemical 

205 

0.7 

17% 

33% 

85.3 

Am.  Broadcasting 

237 

3.2 

11% 

25 

115.1 

Ancorp  Natl  Services 

175 

9.6 

14% 

478* 

-66.7 

Archer-Daniels-Midland 

111 

6.2 

147, 

227, 

53.8 

Bendix 

318 

2.5 

21% 

38% 

80.0 

Cities  Service 

153 

— 

46% 

46 

-1.1 

CLC  of  America 

150 

4.0 

4% 

7% 

56.8 

Cleveland-Cliffs 

134 

3.2 

44% 

57% 

27.3 

Cone  Mills 

340 

9.1 

15% 

19% 

25.6 

Di  Giorgio 

135 

3.6 

10% 

107, 

4.8 

Diversified  Inds 

319 

7.1 

83/< 

2Vs 

-67.1 

Duplan 

200 

9.1 

243/4 

10 

-59.6 

First  Natl  Stores 

248 

15.0 

30% 

I71/4 

-42.7 

Getty  Oil 

916 

4.5 

50 

109 

118.0 

W.T.  Grant 

467 

3.3 

35% 

26% 

-25.6 

Grumman  Corp 

295 

4.1 

14% 

9% 

-32.7 

Gulf  &  Western  Inds 

2,007 

11.5 

12 

25% 

113.5 

Intl  Mining  Corp 

143 

4.4 

10% 

S3/* 

-17.7 

Jefferson-Pilot 

395 

3.2 

26 

67 

157.7 

LTV 

1,756 

28.6 

12% 

83/4 

-28.6 

Lukens  Steel 

93 

3.2 

17 

26% 

55.2 

Natl  Presto  Inds 

75 

5.0 

231/4 

32% 

40.3 

Norris  Inds 

123 

2.9 

143/4 

323/4 

122.0 

Penn-Dixie  Cement 

74 

2.5 

8 

8 

0 

Quaker  State  Oil 

468 

6.3 

12 

29% 

142.7 

Standard  Oil  Ind 

1,975 

2.7 

45% 

823/4 

80.4 

Standard  Prudential 

168 

3.9 

7% 

103/4 

43.3 

Studebaker-Worthington 

175 

2.7 

44% 

43 

-3.6 

Swift  &  Co. 

385 

3.1 

26 

27 

3.9 

Talley  Inds 

332 

8.4 

8 

8% 

6.3 

United  Industrial 

1,049 

46.6 

6% 

8 

20.8 

U.S.  Freight 

260 

3.7 

20% 

20% 

-1.2 

U.S.  Industries 

469 

2.1 

12% 

14 

13.1 

UV  Industries 

109 

4.4 

223/4 

27% 

19.8 

Vornado 

496 

8.1 

9% 

12% 

24.1 

Ward  Foods 

121 

3.7 

10 

8% 

-13.8 

S&P  500 

76.20 

108.88 

42.8 

•Last  price  prior  to  suspension  01  trading  Mar.  15, 

1973. 
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This  armauneemeni  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


10,000,000  Shares 
American  Telephone  and  Telegraph  Company 


$3.64  Preferred  Shares 

(Stated  Value  $50  Per  Share) 


Price  $50  a  Share 

and  accrued  dividends 


Copies  of  thm  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

GOLDMAN,  SACHS  &  CO. 

KIDDER,  PEA  BODY  &  CO. 

*  Incorporated 

WHITE,  WELD  &  CO. 

Incorporated 

MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

DREXEL  BURNHAM  &  CO.  duPONT  GLORE  FORGAN 

Incorporated  Incorporated 

HORNBLOWER  &  WEEKS-HEMPHILL,NOYES 

Incorporated 

LOEB\  RHOADES  &  CO.     SMITH,  BARNEY  &  CO.     STONE  &  WEBSTER  SECURITIES  CORPORATION 

Incorporated 

WERTHEIM  &  CO.,  INC.  DEAN  WITTER  &  CO.  E.  F.  HUTTON  &  COMPANY  INC. 

Incorporated 

W.  H.  MORTON  &  CO.  SHE  ARSON,  HAM  MILL  &  CO.  SPENCER  TRASK  &  CO. 

Incorporated  Incorporated  Incorporated 

March  28.  1973. 


THE  FIRST  BOSTON  CORPORATION 
SALOMON  BROTHERS 
HALSEY,  STUART  &  CO.  INC. 


The  Money  Men 


Three  U.S.  Stocks:  "(Test  Tout! 


*9 


The  head  man  of 
a  big  construction- 
products  firm  was 
talking  with  us  not  so 
long  ago  and  com- 
plaining about  secu- 
rity analysts.  "These 
fellows  stick  their 
heads  out  of  the  win- 
dow downtown,"  he 
said.  "They  don't  see 
any  new  buildings  go- 
ing up  on  their  block, 
so  they  conclude  they 
ought  to  sell  our 
stock.  It  doesn't  even 
seem  to  occur  to  them 
that  we  do  half 
our  business  over- 
seas. They  can't  an- 
alyze my  company 
just  from  construction 
starts  in  New  York 
and  Chicago  and  Los 
Angeles." 

Around  the  same 
time  in  Paris,  Mayri 
Voute  was  making 
the  same  complaint 
about  U.S.  security 
analysts  to  Forbes 
Reporter  Charlotte 
Omohundro.  "Ameri- 
can analysts,  they're 
very  parochial.  How 
many  of  them  really  consider  the  rest  of  the  world?  Du 
Pont,  IBM,  Dow,  Eastman  Kodak— don't  your  analysts 
realize  that  half  their  earnings  come  from  Europe?  They 
fail  to  ask,  'What  is  Europe  going  to  do?  Is  the  product 
still  selling  there?  How  do  their  prices  compare?'  " 

To  Mayri  Voute,  American  stock  analysts,  for  all  their 
seeming  sophistication,  are  much  more  provincial  than 
most  American  businessmen.  She  should  know.  At  age 
26  Voute  has  had  experience  on  both  sides  of  the  At- 
lantic. This  remarkable  Frenchwoman  runs  a  $60-million 
investment  portfolio  and  advises  on  four  others  for  An- 
glo-French-owned Banque  Occidentale  pour  l'lndustrie  et 
le  Commerce.  Educated  in  Britain  and  France,  she  worked 
in  the  U.S.  for  Teachers  Insurance  &  Annuity  Associa- 
tion and  also  for  Amsterdam  Overseas  Corp.,  which  was 
then  controlled  by  the  Rothschilds.  She  joined  Banque 
Occidentale  in  1968. 

Listen  carefully  to  Mayri  Voute.  What  she  says  tells 
us  much  about  the  surprising  failure  of  most  U.S.  money 
men  to  foresee  the  stock  market's  recent  retreat:  Con- 
centrating too  heavily  (and  too  happily)  on  projections 
of  high  earnings  and  high  prosperity  in  the  U.S.,  they 
failed  to  take  account  of  what  was  happening  on  the  in- 
ternational scene.  They  failed  to  include  in  their  calcu- 
lations the  simple  truth  that  the  U.S.  is  no  longer  in  an 
economic  vacuum,  and  that  its  biggest  companies  are  no 
longer  purely  American. 

It  explains,  too,  why  those  $80  billion  abroad  don't 
come  flooding  into  the  U.S.  stock  market. 


Voute  of 

Banque  Occidentale 


Being  international-minded  has  paid  off  for  Mayri 
Voute.  Back  in  Paris,  she  found  few  Frenchmen  follow- 
ing the  British  market.  She  began  to  recommend  specific 
growth  investments  there.  Between  1968  and  1972  the 
stock  market  index  of  London's  Financial  Times  was  in  the 
doldrums.  "From  English  stocks,"  she  says,  "I  went  on 
to  Australian  stocks  and  then  to  South  African  stocks 
and  then  to  Hong  Kong. 

"Now,"  she  says  proudly,  "I  am  head  of  the  bank's  in- 
vestment department.  Traditionally  it  is  considered  as  an 
unprofitable  department  that  you  have  to  have  as  sort 
of  an  extra  service  to  your  corporate  clients.  I  didn't  agree 
with  that,  and  it  so  happens  that  we  proved  this  year 
that  a  certain  percentage— a  big  percentage— of  the  total 
profits  of  the  bank  come  from  this  department." 

We  asked  Mayri  Voute  why  she  hadn't  done  much  in 
the  U.S.  stock  market. 

"Oh,  long-run  I  suppose  it's  all  right,"  she  says,  "but  I 
can't  call  up  my  clients  and  say,  'You  must  look  at  these 
things  in  the  long  term;  in  three  or  four  years  it  is  going 
to  be  good.'  Frenchmen  are  so  used  to  inflation  that 
long-term  doesn't  exist  for  them.  I  know  that  they  are 
saying  in  America:  The  performance  saga  is  over.  It's 
not  true.  It  can't  be  over.  You  must  have  performance  if 
you're  going  to  keep  ahead  of  inflation.  In  France,  per- 
formance has  finally  caught  on.  We  can't  live  with  yield. 
We  don't  want  yield  anymore. 

"What  kind  of  stocks  am  I  interested  in?  A  company, 
say,  that  has  70%  of  the  yogurt  market  in  Paris.  A  com- 
pany in  Holland  that  does  all  the  electrical  installations 
in  new  homes.  Or,  for  example,  the  soft-lens  company  in 
England,  a  little-known  company  that  has  excellent  man- 
agement. I  want  managements  that  are  margin-conscious, 
not  so  old  as  to  be  sentimental  about  their  companies, 
flexible  managements  who  know  how  to  close  a  plant 
when  it's  time  to  close  one." 

Any  American  stocks  at  all?  "Oh  yes.  International 
Flavors  &  Fragrances  is  one.  This  is  a  little-known  con- 
cept in  Europe.  There  is  only  one  French  company  doing 
this  kind  of  business,  and  no  European  companies  as  such. 
IFF  has  a  virtual  monopoly.  No  one  would  dare  to  dent 
any  of  their  markets. 

"We  have  Pullman.  A  very  good  turnaround  stock.  But 
we'll  get  out  of  this  one  very  fast.  Our  only  other  one  is 
Scott  &  Fetzer  (  Forbes,  Mar.  1 ) ,  a  consumer  stock. 

"C'est  tout.  That's  all  we  have  in  America." 

But  to  get  back  to  her  complaints  about  American  se- 
curity analysts:  "I  think  it  is  very  peculiar  that  when  they 
estimate  earnings  for  1973  or  1974,  Europe  doesn't  seem 
to  come  into  their  calculations.  Take  IBM.  Yes,  it  is  a  vir- 
tual monopoly,  but  every  country  in  Europe  now  tries 
to  have  its  own  computer  industry.  Maybe  these  compa- 
nies are  no  good,  maybe  they  have  big  subsidies,  but  they 
are  going  to  be  serious  competition  all  the  same." 

The  gist  of  her  argument  is  that  since  you  are  buy- 
ing Europe  anyhow  when  you  buy  a  U.S.  company,  why 
pay  a  higher  price  than  you  would  in  Europe?  She's  say- 
ing things  are  cheaper  in  Europe,  more  rational. 

"What  choice  is  there,  really,  if  I  have  a  choice  ol   a 
retail  supermarket  chain   in  the  States  which  has  a  25% 
rate  of  growth  but  stands  at  45  times  earnings,  and  a  n 
tail   chain   in   Europe  with  a  35%  growth   and   stands   .il 
25  times  earnings? 

"Everybody  admits  that  you  give  a  premium  to  an  Ann t- 
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Do  you  have  what  it  takes 

to  follow  Merrill  Lynch's  9  rules 

for  commodity  speculation? 


Few  men  do. 

Eight  out  of  ten  speculators  end  up 
losing  money.  But  successful  speculators 
can  really  make  it  big. 

Why  do  some  men  succeed  where 
others  fail?  Merrill  Lynch  thinks  it's  be- 
cause they're  able  to  face  up  to  the  risks 
involved.  They  have  the  intellectual 
discipline  to  follow  a  detailed  trading 
plan  like  the  9  rules  below: 

la  Before  you  buy  or  sell  a  futures  con- 
tract, do  these  two  things:  decide  on  your 
profit  objective  and  the  maximum  loss 
you're  willing  to  take. 

«£■  Study  the  market  in  which  you  plan  to 
trade.  Or,  secure  the  services  of  a  know- 
ledgeable advisor  or  broker.  Never  act  on 
"hot  tips." 

<Sm  Be  sure  your  profit  objective  is  at  least 
two  or  three  times  as  great  as  the  potential 
risk  you  assume. 

*Tw  Don't  fight  the  market.  If  the  price 
trend  is  going  against  your  opinion,  wait 
for  a  change  before  you  take  a  position. 

O.Once  you're  in  the  market,  stick  to 
your  objectives.  Don't  take  small  profits. 
Ride  out  favorable  trends  until  they  turn 
the  other  way. 

r ---------- ■■-- 

i 

i 

|      Name 


Ob  Don't  add  to  your  commitment  unless 
you  have  a  profit  on  your  initial  position. 
Don't  add  a  second  time  unless  you  have  a 
profit  on  the  first  addition.  Generally,  addi- 
tional positions  should  be  added  in  pyramid 
fashion. 

/■  Be  prepared  to  accept  numerous  small 
losses.  Remember,  it's  possible  to  lose  a 
number  of  minor  skirmishes  and  still  win 
the  major  battle. 

Oa  Do  not  risk  most  of  your  trading  capital 
on  any  single  trade;  generally  5  to  8  per- 
cent should  be  the  maximum. 

%r«If  you  are  an  inexperienced  trader  in 
commodities,  trade  only  in  active  markets. 
Use  stop  orders  to  help  protect  your  posi- 
tions against  trend  reversals. 

Note:  The  9  rules  above  should  serve 
as  a  starting  point  when  you  make  your 
own  trading  plan.  Naturally,  every  potential 
speculator  has  to  make  his  own  plan,  based 
on  his  own  market  experience  and  finan- 
cial resources  and  the  degree  of  risk  he's 
willing  to  take. 

How  to  get  started. 

If  you  think  you  have  what  it  takes  to 
make  it  as  a  commodity  futures  specu- 
lator, send  the  coupon  for  our  Futures 
Information  Kit.  Free.  No  obligation. 


Futures  Information  Kit 


i 

i 

i* 

i 

i 

i 

i 

i 
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Address. 
City 


Please  print 


.State. 


_Zip_ 


Home  phone. 


.Business  phone- 


Merrill  Lynch  customers:  Please  give  name  and  office  address 
of  Account  Executive 

Mail  to:  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc' 
Commodity  Division,  One  Liberty  Plaza, 
165  Broadway,  New  York,  N.Y.  10006 


Merrill  Lynch  is  bullish  on  America. 


FOR 


The  Money  Men 


lean  company  because  it  is  listed  on  American  stock  ex- 
changes. Okay.  But  still,  if  I  have  the  choice  of  doing  it 
in  another  country,  same  quality,  better  growth,  maybe  a 
better  currency,  I'd  rather  do  it. 

"We  still  have  a  very  big  percentage  of  our  holdings  in 
Japan,  approximately  38%,  which  I  will  not  take  out.  We 
might  get  a  little  less  profit  than  I  expected  because  their 
market  has  been  falling,  but  every  Japanese  stock  we 
own  stands  at  a  90%  or  100%  capital  gain.  I  don't  mind 
losing  some  of  this  and  keeping  the  yen,  on  which  I 
might  get  a  revaluation.  What  are  we  in  in  Japan?  Chiefly 
food,  shoes  and  clothing." 

As  befits  a  Frenchwoman,  Voute  is  intensely  practical. 
Look  at  that  list:  food,  shoes,  clothing.  She  can  under- 
stand, visualize  these  things.  But  50-,  60-times-eamings 
stocks  which  are  where  they  are  because  of  some  blind 
faith?  Voute  rejects  them  out  of  hand. 

"Stocks  here  are  not  the  crazy  things  they  are  in  the 
States.  People  here  are  too  pragmatic  to  let  things  run 
away.  It's  a  pity  in  a  way;  maybe  people  should  put  some 
fantasy  into  their  lives.  But  no,  European  markets  remain 
rational  to  a  very  big  extent.  One  of  the  most  common 
comments  you  hear  in  Europe  about  a  good  stock  is,  'Too 
high  already.'  This  is  a  sentence  I  have  never  heard  an 
American  say.  Things  there  are  never  too  high  apparently. 

"In  France,  I  don't  think  they  even  know  where  the  in- 
dex stands.  In  England  they  have  an  index  that  they  fol- 
low very  closely  because  it  is  fairly  representative.  But 
even  when  the  market  went  to  a  high  of  545,  it  was  only 
18  times  earnings,  which  I  don't  consider  disastrously  ex- 


pensive. And  if  you  looked  at  particular  companies,  they 
also  stood  at  13-14  times  next  year's  earnings.  Then  the 
market  collapses,  and  it  stands  now  at  13  times  earnings. 
7/  ne  change  pas." 

The  only  thing  that  never  changes,  she  thinks,  is  what 
good  management  can  do.  She  told  us  of  a  meeting 
she  had  attended  to*  hear  the  British  financial  operator 
James  Slater:  "He  had  a  blackboard,  and  he  did  some- 
thing I  haven't  seen  for  a  long  time,  which  was  proving 
out  a  deal  with  figures,  but  rubbing  the  figures  out  as 
he  was  going  on.  So  by  the  time  you  reached  the  end  of 
the  calculation  the  first  figures  were  gone  and  you  couldn't 
prove  it  anymore.  And  he's  right,  because  that's  the  way 
he  has  worked.  The  first  figures  with  every  acquisition  he 
has  made  were  completely  irrelevant  compared  with  the 
last  figures  he  got  out  of  the  acquisition  once  he  sold  it." 
She  expressed  her  admiration  by  investing  in  Slater- Walker, 
and  she  made  a  handsome  return. 

One  question  we  put  to  Mayri  Voute  wasn't  directly 
connected  with  the  stock  market,  but  we  couldn't  bear 
not  to  ask  it.  Here  she  was,  the  epitome  of  French  fem- 
ininity, with  a  career  that  would  be  the  envy  of  the  most 
ardent  American  advocate  of  Women's  Lib.  Did  she  learn 
that  in  the  U.S.? 

Her  answer  was  surprising:  "I  spent  three  months  with 
TIAA,"  she  said.  "It  was  very  amusing,  and  completely 
different  from  every  prejudice  I  had  about  what  American 
business  was  like,  particularly  the  female  side  of  it.  I 
have  never  found  so  many  frustrated  pseudocareer  girls 
in  all  my  life."  ■ 


r 
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American  Financial 
Corporation  Earnings. 

Financial  Highlights  1968-1972 

American  Financial  Corporation  is  a  diversified  financial  holding  company 
with  interests  in  banking,  savings  and  loans,  insurance,  homebuilding, 


leasing,  and  publishing. 

1968 

1969 

1970 

1971 

1972 

ANNL 

Gain 
1971-72 

12% 

IALLY 

Compounded 
Annual  Gain 
5Yrs.(1967-72) 

ASSetS  (1)   (millions) 

$517 

$654 

$708 

$936 

$1,050 

20% 

Revenues  ii]  (minions) 

34 

67 

83 

142 

240 

69 

60 

Earnings  (2)  (minions) 

4.1 

6.8 

9.2 

11.8 

15.1 

28 

42 

Earnings  Per  Share  (2) 

390 

570 

700 

850 

$1.06 

25 

32 

Shareholders'  Equity  (millions) 

36 

48 

67 

103 

111 

8 

46 

Return  On  Average 
Equity 

15.5% 

16.4% 

16.1% 

13.9% 

14.1% 

— 

— 

(1)  Includes  all  subsidiaries 

(2)  Excludes  special  gain  on  sale  of  investments  in  1971  —  $5.8  million  ($.47  per  share). 

For  additional  information,  write 

American  Financial  Corporation 

One  East  Fourth  Street,  Cincinnati,  Ohio  45202 


\J 
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If  we  had  to  pick  one  pivotal  factor  in  AMF's 
remarkable  growth  record,  it  would  probably  be  this: 
a  disciplined  emphasis  on  management  controls. 

Controls  are  mounted  against  seven  critical  func- 
tions—volume, pricing,  product  mix,  plant  efficiency, 
operating  expense,  non-operating  income  and 
expense  and  inventory.  AMF  sees  control  as  an  early- 
warning,  fast-response  communications  system  that 
flags  problems,  and  tracks  progress  continuously. 

In  one  case,  it  unearthed  an  inven- 
tory problem  plaguing  a  division, 
affecting  distribution,  revenues  and 
profits.  Corrective  steps,  suggested 


by  the  control  system,  effected  a  dramatic  turnaround. 
Were  it  not  for  the  controls,  neither  the  problem  nor  its 
solution  might  have  surfaced. 

In  another,  it  revealed  a  manufacturing  inefficiency 
that  was  creating  a  marketing  imbalance  in  an  AMF 
leisure  market.  Close  watch  analysis  developed  an 
unusual  system  that  permitted  production  to  cycle  pri- 
vate brand  and  name  brand  merchandise  at  the  most 
profitable  intervals. 

Controls.  They  play  a  major  role  in  AMF's  recent 
5-year  surge  — an  increase  in  revenues  of  62%  and 
earnings  that  increased  112%. 

AMF  Incorporated,  White  Plains,  N.Y.  1 0604. 


Control  and  controls  help  AMF  mix  business  with  pleasure. 
Profitably 


the  flashlight  that 

mill  stay  fresh 

for  at  least 

five  years 


Trouble  with  flashlights  is  they  usually  don't 
work  when  you  need  them.  They  may  lie 
around  in  your  drawer,  in  your  glove  com- 
partment, or  on  your  shelf  until  the  fuse 
blows,  the  power  fails,  you  have  to  change  a 
tire  at  night  or  look  for  a  cufflink  under  the 
bed.  And  when  that  happens  you'll  find,  more 
often  than  not,  that  the  batteries  have  leaked 
and  have  corroded  everything.  This  cannot 
occur  with  5-YEAR  FLASHLIGHT.  It  has  a 
minimum  guaranteed  shelf  life  of  five  years 
(we  replace  free  if  it  fails)  and  comes  with  a 
cunning  rotary  switch  especially  designed  for 
use  in  NASA  space  missions.  So  if  you  think 
you  should  have  a  power  cell  flashlight  that 
will  stay  fresh  for  five  years  or  more,  and 
that  will  give  a  minimum  of  ten  to  twenty 
hours  of  brilliant  light,  order  the  5-YEAR 
FLASHLIGHT  today. 

□  Please  send  me 5-YEAR  FLASH- 
LIGHTS at  $6.95  each.  I  may  return  the  flash- 
lights for  full  refund  within  two  weeks  if 
not  delighted.  My  check,  plus  one  dollar  for 
postage  and  insurance,  (California  deliveries 
add  tax)  is  enclosed.  B/A  or  MC  cards  wel- 
come. Please  give  number  and  expiration  date. 


Name. 


Address 


Zip. 


haverhills 

584  Washington,  San  Francisco  94111 

356  FM0415 


The  World's  First 

(and  Last?) 

Aerofood  Company 

The  mew  from  the  shiny  new  Boston 
offices  of  Pneumo  Dynamics  Corp.  is 
almost  as  strange  as  that  company's 
character.  Last  year  Pneumo  Dynam- 
ics sold  $48  million  worth  of  aerospace 
equipment  and  $214  million  worth  of 
groceries.  If  you  think  that's  odd,  just 
look  out  its  48th-floor  window.  A  few 
blocks  away  there  appears  to  be  a 
giant  mirror  thrusting  up  into  the  sky 
reflecting  a  blurred  and  dreamy  Bos- 
ton below,  or  a  looking  glass  on  the 
horizon  through  which  one  could  step 
into  another  world.  It  is  the  I.M. 
Pei-designed  John  Hancock  Life  Insur- 
ance building,  whose  spookiness  is 
marred  only  by  the  frequent  patches 
of  plywood  dotting  its  side  where 
panes  of  glass  have  mysteriously 
popped  out.  "It's  beautiful,"  says 
Pneumo  Dynamics'  burly  Chairman 
Gerard  Fulham,  52,  "but  it's  a  disas- 
ter. People  in  Boston  call  it  the  Ply- 
wood Ranch." 

So  far  no  one  has  come  up  with 
such  a  name  for  Pneumo  Dynamics, 
but  it,  too,  is  a  disaster. 

When  Fulham  took  over  as  chair- 
man in  1969,  Pneumo  Dynamics  was 
a  $150-million  manufacturer  of  so- 
phisticated machinery,  mostly  landing 
gears  for  big  commercial  planes  like 
the  Boeing  747.  But  Fulham  didn't 
see  much  future  in  that— too  cyclical. 
Fulham  wanted  stability.  A  manu- 
facturing company  was  out— too  cost- 
ly. But  the  retail  food  business  was 
ready  to  be  plucked— available,  inex- 
pensive and,  says  Fulham,  "I  grew  up 
in  the  food  business.  My  family  owned 
a  fish  market  here  in  Boston."  In  1970 
he  spent  about  $15  million  in  cash, 
notes  and  convertible  debentures  for 
small  and  profitable  P&C  Foods,  a 
central  New  York  State  supermarket 
chain.  Last  year  he  bought  the  Cross 
Co.,  a  small  New  England  supermar- 
ket chain,  for  another  $2.5  million. 

How  has  it  worked  out?  Not  good. 
In  fact,  terrible.  In  1969  Pneumo  Dy- 
namics earned  $1.61  per  share,  while 
its  stock  sold  above  30.  Last  year  the 
world's  first  aerofood  company  lost 
$4.10  per  share,  and  the  price  of  its 
stock  sank  to  4. 

Fulham  had  moved  from  the  sag- 
ging aerospace  business  into  the  stag- 
gering supermarket  business.  He  had 
walked  right  into  the  greatest  price 
war  in  recent  history.  Losing  $1.3 
million  on  sales  of  $214  million  last 
year,  the  grocery  business  was  no 
help  at  all  to  the  other  staggering 
losses.  The  aftertax  write-off  amount- 


ed to  $6.5  million,  covering  the  sale 
of  a  machine  tool  operation  and  an- 
other operation,  plant  closings  and 
the  cost  of  moving  corporate  head- 
quarters from  Cleveland  to  Boston. 

Whatever  made  him  think  an  aero- 
food company  would  fly?  "It  was  our 
only  play,"  Fulham  says.  "The  ma- 
chine tool  side  of  our  business  was 
dying  and  we  were  heading  for  an- 
other down  cycle  in  aerospace.  We 
had  to  find  some  way  to  protect  our- 
selves from  these  cycles." 

For  all  his  troubles,  Fulham  is  now 
predicting  a  turnaround.  He  points 
out  that  cash  from  the  sale  of  the 
machine  tool  business  has  helped  re- 
duce short-term  debt  by  38%  to  $13 
million,  and  Fulham  expects  further 
reductions  by  the  end  of  the  year. 
Boeing  is  predicting  that  800  747s 
will  be  built  by  1982,  and  Pneumo 
Dynamics  is  the  only  supplier  of  their 
landing  gear.  It  also  has  the  contract 
for  both  F-14  and  F-15  fighters,  plus 
the  inside  track  on  the  big  B-10  trans- 
port, if  that  contract  goes  through. 

The  supermarkets?  "We're  small- 
town stores  mostly,  and  we  don't  have 
much  threat  of  competition  il  it  isn't 
already  there.  We've  always  been  the 
leader  in  our  market  area,  and  now 
that  we've  improved  our  operations 
and  caught  on  to  some  of  the  links, 
like  eliminating  food  stamps,  we've 
got  our  mailel  share  hack. 

"Now,   il    we  COllId   only   pass   some 

<>l  our  costs  on  in  the  customers." 

That's  what  everybody  in  Pneumo 
Dynamics'    new    industry    is    saying 

these  days.    Bui   until  thai   <la\    COmOS, 

Gerard  Fulham  can  sit  hack  for  a  min- 
ute or  two  each  day  and  contemplate 
the  felicities  <>l  cash  sales  as  he  stares 

out  al  the  Plywood  Ranch.  What  he 
shouldn't    try    to   do   is    integrate    this 

company  backw ards  <>r  Forw  aids.  ■ 
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Some  people  think  this  is  the  only  thing    / 


Baltimore  has  to  offer. 


Baltimore  is  just  39  miles  away  from  the 
largest  purchaser  of  goods  in  the  world 
...  the  United  States  Government.  Our 
closeness  to  the  nation's  capital  is  one 
of  the  reasons  many  industries  locate 
here.  But  we  have  many  more 
advantages  to  offer. 

Baltimore  is  located  in  the  middle  of 
the  East  Coast.  On  the  Atlantic  trade 
routes  to  the  world.  Within  48-hour  bulk 
delivery  range  of  over  half  the  nation's 
population  and  industry. 


Baltimore's  large,  diversified  labor 
pool  represents  20  of  the  21  major 
manufacturing  categories. 

Discover  all  of  Baltimore's  competitive 
advantages.  Fill  out  the  coupon  and 
we'll  fill  you  in. 


PIVOT  POINT  OF  THE  EAST  COAST        / 


The  neglected  part  of  you 


And  how  to  fix  it. 


Your  cash  flow  moves  through  it  every  month  of  every 
year.  As  do  memos,  invoices,  and  all  kinds  of  other  vital 
communications.  It's  one  of  the  hidden  nerve  centers  of 
any  business.  Your  mailroom. 

And,  if  you're  like  most  businessmen  we  know,  you  may 
be  spending  so  much  time  getting  the  work  out  to  your 
mailroom  that  you  haven't  had  a  chance  to  think  about 
what  happens  when  it  gets  there. 

And  that's  too  bad.  Because  it  could  be  costing  you 
dearly,  in  time  and  money  and  employee  morale. 

At  Pitney  Bowes,  we've  been  working  full  time  for  52 
years  to  improve  paper-processing  for  business.  And  we've 
learned  this:  that  business  travels  at  the  speed  of  paper. 
(Nobody  ever  sent  a  bill  or  an  invoice  or  a  payment  over 
the  telephone.) 

And  now,  we've  just  developed  a  whole  new  design  con- 
cept in  processing  mail  for  business.  The  Pitney  Bowes 
Mailing  Systems. 


This  unique  concept  brings  your  mail  processing 
date— instantly. 

It  is  a  totally  integrated  system  of  paper-procec 
machinery  and  functional  storage  units  and  sorting  l 
and  work  surfaces  engineered  precisely  for  maxi, 
efficiency  in  minimal  space. 

These  Systems  fit  virtually  any  space  you  have  c. 
contemplating.  In  a  room  or  in  the  open.  In  capa| 
from  Mom  &  Pop  Shop  to  Giant  Conglomerate. 

The  fact  is,  every  one  of  our  Systems  will  be  espe; 
designed  for  your  needs.  A  Pitney  Bowes  expert  will 
lyze  your  paper-flow  and  make  remarkably  accurate 
jections  of  just  what  sort  of  mail  processing  system 
you  best.  No  more  and  no  less.  And,  whether  you  sen 
fifteen  letters  a  week  or  fifteen  thousand,  we'll  desigr 
a  mail  center  that  can  do  the  job  faster,  better,  more 
ciently.  (And  the  people  who  work  in  your  mailroon 
have  a  lot  happier  environment.) 


Charting  your  paper  flow.  The  man  from  Pitney  Bowes  makes  a 
detailed  analysis  of  your  special  problems.  And  helps  solve  thei 


Typical  old  style  mailroom. 

Before  Pitney  Bowes  Mailing  Systems 


usiness. 


the  complete  details  on  the  new  Pitney  Bowes 
g  Systems,  just  write:  Pitney  Bowes,  1785  Pa- 
Street,  Stamford,  Conn.  06904,  or  call  one  of  our 
fices  throughout  the  U.S.  and  Canada.  Postage 
Mailing  Equipment,  Copiers,  Counters  and 
iters,  Addresser-Printers,  Labeling  and  Marking 
ms. 


p  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


Any  size,  any  space,  any  place.  No  matter  how  great  your  volume 
of  mail,  or  how  small:  you  can't  beat  Pitney  Bowes  Mailing 
Systems.  You  can  lease  this  one  for  only  $142.46*  a  month. 


a  mailroom  in  1973.  A  Pitney  Bowes  Modular  mini-mail 
ideal  for  a  small  business.  You  can  lease  it  for  just  „ 
a  month. 


'Under  a  five-year  lease  plan,  price  subject  to  change. 


SEAGRAMS  CROWN  ROYAL  BLENDED  CANADIAN  WHISKY.  80  PROOF,  SEAGRAM  DISTILLERS  CO..  NY..  NY. 


Everything  about  Seagram's  Crown 

Royal  is  impressive.  We  make  it  that 

way.  First,  we  select  the  rarest 

Canadian  whiskies.  Then  we  blend 

with  so  much  care  you  can  taste  it. 

And  it  shows. 
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Even  when  its  empty,  its  impressive. 


The  Rothschilds: 

Has  Time  Passed  Them  By? 


Remember  when  Rothschild  was  a  synonym 

for  international  banking?  Having  fallen  far  behind,  the 

family  is  struggling  to  stay  in  the  game. 

Arrogance,  like  Rothschild,  is  spelled 
the  same  way  in  English  as  in  French. 
Within  the  modern-art-lined  halls  of 
London's  N.M.  Rothschild  &  Sons 
Ltd.,  merchant  banker,  they  use  the 
word  "arrogant"  about  themselves  with 
a  touch  of  satisfaction.  In  Ranque 
Rothschild  on  Paris'  rue  Laffitte,  the 
French  Rothschilds  talk  loftily  of 
"the  commercial  value  of  the  name 
Rothschild  among  the  bourgeois." 
Rut  maybe  the  supreme  arrogance  is 
in  believing  that,  in  an  age  of  multi- 
billion-dollar  global  banking,  the 
Rothschild  name  is  enough  to  support 
not  one,  but  two  small  family-owned 
and  family-run  private  banks. 

Is  it?  Today's  Rothschilds  are  at 
least  showing  that  haughtiness  doesn't 
mean  laziness  in  any  language. 

Until  the  early  Sixties,  N.M.  Roth- 
schild of  New  Court,  St.  Swithin's 
Lane,  London,  was  just  one  more  com- 
fortable Rritish  merchant  bank  rely- 
ing on  its  "old  boy"  network  of  con- 
tacts with  long-standing  customers. 
One  NMR  customer  was  Odhams 
Press  Ltd.,  a  large  publishing  house 
which  that  brash  Canadian,  Roy 
Thomson,  decided  he  wanted.  "No," 
said  Rothschild.  "Yes,"  said  Thomson. 
In  1961  Thomson  won  in  a  fierce 
takeover  battle. 

Rack  at  the  bank,  the  Rothschilds  . 
licked  the  wounds  to  their  reputa- 
tion. But  that's  not  all  they  did:  They 
revitalized  themselves.  They  recruited. 
By  1971  NMR  was  in  the  midst  of 
$500  million  worth  of  hard-fought 
Rritish  takeover  fights,  and  on  the 
winning  side  in  most. 

What  happened?  Mainly  new  blood. 
One  good  catch  was  Jacob  Rothschild, 
who  read  history  at  Oxford  (taking  a 
first).  Jacob,  now  36,  is  son  and  heir 
to  scientist  Lord  Rothschild  and  neph- 
ew of  bank  Chairman  Edmund  Roth- 
schild. Jacob  had  already  started  a 
banking  career  before  joining  the  fam- 
ily firm.  He  was  the  key  to  attracting 
former  Oxford  chums  and  their 
brightest  peers  to  NMR. 

These  new  recruits— people  like 
James  Joll,  now  36,  former  financial 
columnist  at  the  Financial  Times— 
are  largely  updated  versions  of  the 
earlier  "old  boy"  network,  but  the 
formula  still  works.  By  the  late  Sixties 
NMR  had  moved  into  closed-end 
funds  and  venture  capital.  It  set  up  a 
banking    consortium,    Rothschild    In- 


tercontinental, with  several  big  U.S. 
regional  banks  plus,  later,  the  In- 
dustrial Rank  of  Japan.  It  has  since 
moved  into  leasing,  offshore  funds  and 
a  joint-venture  bank  in  Malaysia.  In 
the  U.S.  it  has  its  New  Court  Secur- 
ities—in effect  a  small  merchant  bank, 
too— and  its  Five  Arrows  mutual  fund. 

Potentially  even  more  important  was 
the  organizational  change  the  London 
Rothschilds  made  in  1970,  turning  the 
old  partnership  into  a  limited-liability 
company  and  handing  out  director- 
ships to  17  non-Rothschilds  (who  out- 
number, but  don't  out-own,  the  four 
Rothschild  directors) . 

Here's  how  the  team  has  done: 

•  Rothschild  Investment  Trust, 
started  1961,  lifted  assets  15  times  in 
five  years  to  $220  million  in  1972;  its 
share  price  more  than  doubled. 

•  Tokyo  Capital  Offshore  Fund, 
started  1970,  assets  $28  million,  has 
seen  its  shares  move  112%  in  two 
years  to  their  present  $42  level. 

•  Pacific  Seaboard  Fund  ( $30-mil- 
lion  assets)  another  offshore  trust. 
Started  in  1969,  its  shares  are  up  60%. 

•  Money  Raising:  NMR  raised  $750 
million  primarily  in  the  Eurodollar 
market  in  1971,  making  it  Europe's 
second-ranking  money  raiser.  Roth- 
schild Intercontinental  Bank  raised 
nearly  $2  billion  in  the  last  decade. 

•  Mergers  and  Takeovers:  NMR 
was  in  36  merger-takeover  bids  among 
British  corporations  in  1970  involving 


George  Arliss  as  Nathan  Rothschild 
will  always  typify  the  family  to  millions 
of  movie-goers.  Above:  the  Rothschild 
family  seat  in  Frankfurt,  Germany. 


S500  million;  and  37  bids  in  1971 
worth  another  $500  million. 

The  new  team  has  not  done  badly. 
The  question  is  whether  NMR,  hav- 
ing relied  on  outside  talent  for  the 
past  decade,  can  now  avoid  relying 
on  outside  money  for  the  next.  Under 
British  laws,  banks  like  Rothschild's 
are  not  required  to  disclose  how  much 
capital  they  have,  but  to  compete 
against  global  financial  giants  with 
assets  exceeding  $10  billion  and  $15 
billion  requires  more  than  skill.  But 
NMR  has  said  it  has  "no  intention"  of 
taking  in  outside  shareholders,  add- 
ing, "Surely  there  must  be  room  for 
one  private  bank." 

Perhaps— but  not  for  one  that  wants 
to  keep  growing  at  its  recent  pace. 

Meanwhile,  across  the  Channel .  . . 

The  French  Rothschilds  run  a 
very  different  kind  of  bank.  It  is  an 
almost  ordinary  deposit  and  branch 
bank.  It  goes  after  the  accounts  "of 
the  professional  person"  while  funnel- 
ing  in  industrial  and  commercial  busi- 
ness from  the  French  Rothschilds'  big 
industrial  investments. 

Unlike  the  London  bank,  the  Paris 
bank  has  at  least  indirect  public  share- 
holders. Five  years  ago  Raron  Guy 
de  Rothschild,  with  cousins  Alain  and 
Elie,  pooled  their  substantial  indus- 
trial holdings  into  a  publicly  listed 
holding  company,  Compagnie  du 
Nord  (known  as  le  Nord).  Le  Nord, 
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with  $105-million  assets,  is  22%-owned 
by   the    Rothschilds    directly,    3%   by 
Rothschild  trusts  and  9%  by  Paris-Or- 
.  itself  30%  Rothschild-owned. 

Le  Nord  in  turn  owns  68%  of 
Banque  Rothschild,  the  rest  belong- 
ing to  Raron  Guy  and  his  two  cousins. 

Five  years  ago  the  bank,  according 
to  one  former  Rothschild  employee, 
was  a  "rich  man's  secretariat.  It  took 
care  of  their  investments,  paid  their 
parking  tickets  and  gave  them  their 
allowances."  Then  banking  laws 
changed  in  France,  and  the  Roth- 
schilds changed  Banque  Rothschild 
into  a  14-branch  deposit  bank.  It  was 
just  becoming  profitable  when  the 
French  government  clamped  down  on 
borrowing  to  help  check  inflation.  A 
consequence  has  been  to  check  the 
expansion  of  newer  bank  ventures 
like  the  Rothschilds'. 

Like  their  cousins  across  the  Chan- 
nel, France's  Rothschild  bankers  now 
look  not  just  to  deposits  but  to  leas- 
ing, real  estate  and  other  financial 
deals  for  growth.  "We  must  reach  a 
certain  size  or  we  will  be  squeezed 
out  of  business,"  the  Baron  has  said. 
"Otherwise  the  others  will  not  let  you 
into  the  credit  syndicates."  Top  non- 
state-owned  French  banks  like  CIC/ 
Suez  (assets:  $5  billion)  or  Paribas 
($2.5  billion)  could  look  down  their 
noses  at  Banque  Rothschild  with  its 
$400  million,  were  it  not  for  those 
Rothschild  connections. 

The  French  Rothschilds  want  their 
bank  to  grow  through  merger  and  ac- 
quisition: "We  have  $20  million  cash 
looking  for  a  good  opportunity,"  one 
bank  spokesman  told  Forbes.  And 
the  reason  the  bank  looms  so  impor- 
tant to  the  French  Rothschilds  is  that 
it  may  well  be  the  brightest  jewel  in 
a  tarnished  tiara. 

In  1968  the  French  Rothschilds 
started  a  move  into  global  mining  and 
minerals,  using  their  long-established 
51%  holding  in  le  Nickel.  Le  Nickel 
was  heavily  dependent  on  deposits  in 
the  French  Pacific  island  of  New  Cal- 
edonia, so  it  started  to  broaden  by 
acquiring  51%  of  Penarroya,  the 
world's  largest  lead  producer. 

Two  years  later  the  Rothschilds 
caught  the  imagination  of  the  Paris 
investors  by  going  after  Mokta,  a  105- 
year-old  minerals  holding  company 
caught  with  its  shares  down  during 
a  manganese  glut.  The  immediate  ef- 
fect of  the  bid  was  to  send  Mokta  and 
le  Nickel  shares  soaring. 

Le  Nickel  shares  hit  $54  in  late 
1970.  But  then  they  were  hit  by  a 
glut  in  nickel,  strikes  in  New  Caledo- 
nia, dollar  devaluation  and,  most  of 
all,  by  New  Caledonia  taxation. 
Rothschild  watched  the  shares  tum- 
ble to  near  $20  as  1973  began. 

Le  Nord's  shares  naturally  suffered 


too.  Averaging  around  $12  during 
1971,  they  had  a  1972  high  of  $9.50 
and  started  this  year  under  $8.  Le 
Nord's  1972  earnings  were  just  over 
$7  million,  down  about  $1  million 
from  1971. 

Le  Nord  is  30%-owned  directly  by 
the  French  Rothschilds,  and  its  major 
holdings  are  some  guide  to  the  extent 
of  their  industrial  interests.  All,  of 
course,  are  actual  or  potential  cus- 
tomers for  the  bank: 

Banque  Rothschild,  with  assets  of 
$400  million. 

SFGP,  real  estate,  assets:  $10  mil- 
lion (le  Nord  holds  72%). 

Nord  Financier,  credit  company, 
assets:  $17  million  (98%). 

Le  Nickel,  1971  sales:  $150  mil- 
lion (22%). 

Francarep,  oil  and  exploration,  Al- 
gerian holdings  nationalized  (30%). 


The  Rothschild  family  crest. 

SAGA,  shipping,  assets:  $100  mil- 
lion (45%). 

Centramar,  shipping,  assets:  $56 
million  (23%). 

CAN,  railroad  leasing,  assets:  $6 
million  (95%). 

PLM,  tourism,  including  Club  Med- 
iterranee,  assets:    $25  million    (37%). 

SFGC,  construction,  assets:  $7  mil- 
lion (99%). 

Generale  Alimentaire,  foods,  assets: 
$90  million  (around  20%) . 

CEGF,  cold  storage,  assets:  $22 
million  (20%). 

GS  Nord,  sugar  and  beef,  assets: 
$15  million  (40%). 

Many  of  these  seem  to  need,  and 
some  are  already  getting,  a  shot  of 
sharp  management.  The  Rothschild 
shipping  group,  SAGA,  has  had  two 
top  management  changes  in  five  years, 
the  Banque  has  just  named  a  new 
general  manager,  and  the  Rothschild 
participation  in  Generale  Alimentaire, 
a  group  of  food  companies,  looks  ap- 
petizing only  because  the  other  60% 
has  the  managerial  talents  of  Europe- 
an entrepreneur  Jimmy  Goldsmith. 

Banque  Rothschild  was  talent-short 
enough  in  the  Sixties  to  get  Bernie 


Cornfeld's  Investors  Overseas  Services 
to  train  the  salesmen  for  the  Roth- 
schild Expansion  fund.  It  fared  a  bit 
better  than  Bernie's,  but  not  much. 

With  assets  around  $140  million 
last  year,  Rothschild  Expansion  shares 
had  moved  from  only  250  francs  in 
1969  to  269  francs  by  March  1972. 

Critics  of  Banque  Rothschild  say 
the  Baron  runs  a  pretty  authoritarian 
-shop;  for  hope  of  relief,  Rothschild 
watchers  point  to  young  David,  the 
Raron 's  29-year-old  son,  who  joined 
the  bank  last  year.  In  him  they  see 
the  French  equivalent  of  Jacob,  and 
hope  he  too  will  attract  young  talent 
on  a  "special  relationship"  basis. 

For  all  their  failures  to  date,  the 
French  Rothschilds  have  had  the  cour- 
age to  put  their  money  and  their 
name  at  risk.  The  bids  for  Penarroya 
and  Mokta  were  major  moves  into 
world  minerals.  Bad  luck,  like  the  nick- 
el glut  and  the  nationalization  of  Al- 
gerian oil  holdings,  has  plagued  more 
than  just  the  Rothschilds. 

Now,  by  choice  or  chance,  many 
people  are  locked  in  with  the  French 
Rothschilds,  because  at  the  current 
prices  they  can't  afford  to  sell  out. 
As  a  result,  the  name  Rothschild  no 
longer  has  the  magic  on  the  financial 
pages  it  once  had. 

In  different  ways— NMR  with  its 
young  tigers,  Banque  Rothschild  with 
its  industrial  investments— both  bank- 
ing families  are  trying  to  restore  some 
of  their  financial  magic. 

What  about  pooling  resources?  The 
French  and  British  Rothschilds  already 
have  many  joint  interests  (Banque 
Rothschild  in  Zurich,  Five  Arrows 
Securities,  mining  and  timber)  and 
banking  cousins  like  Edmond  de  Roth- 
schild and  Belgium's  Baron  Lambert. 

The  closest  family  tie  is  the  tele- 
phone, which  keeps  each  branch  con- 
tinually advised  of  what  the  other 
is  doing.  And  now  that  the  reelection 
of  Gaullists  has  removed  the  threat 
of  socialist  banking  nationalization, 
the  Rothschilds  can  look  further  into 
their  European  future. 

British  entry  into  the  European  Eco- 
nomic Community  might  be  the  tool. 
The  French  Rothschilds  have  the  bank, 
matchless  connections  from  President 
Pompidou  (who  once  ran  their  hank 
for  them)  on  down,  and  a  big  port- 
folio of  French  companies.  The  British 
Rothschilds  have  solid  experience  in 
merger,  takeover  and  acquisition,  and 
their  own  formidable  connections. 

The  Rothschilds  need  cadi  other. 
And  that's  something  old  founding 
father  Amschel  Mayer  Bauer,  who 
took  his  name  from  the  red  shield 
(Rot  Scfiild)  outside  his  Frankfurt 
house— and  established  hi:-  five  hank 
ing  sons  in  five  European  financial 
capitals— thoroughly  understood.    ■ 
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Tenneco's 
momentum  gains 

as  net  income  tops 
$200  million  and 

sales  pass  $3  billion. 


SUMMARY 


1972 


1971 


Operating  revenues- 
Machinery,  equipment  and  shipbuilding 

Gas  sales  and  transportation 

Refined  products 

Crude  oil  and  condensate 

Chemicals 

Packaging 

Land  use  and  other 

Net  income 

Preferred  and  preference  stock  dividends  . 

Earnings  to  common  stock 

Per  average  share  of  common  stock 

Average  number  of  shares  outstanding. . . . 


$1,237,313,003 

$ 

969,936,418 

704,809,934 

671,783,115 

356,730,456 

308,746,480 

156,678,910 

155,260,643 

277,361 ,987 

254,486,868 

283,469,489 

260,579,233 

259,046,810 

219,804,292 

$3,275,410,589 

$2,840,597,049 

$    203,017,000 

$ 

184,721,523 

38,013,854 

35,149,875 

165,003,146 

149,571,648 

$2.50 

$2.29 

65,962,258 

65,330,871 

Broad  new  worldwide  programs  developed. 


In  1972,  Tenneco's  operating  revenues  rose  15%,  net  in- 
come was  up  10%  and  earnings  per  share  gained  9% 
over  the  previous  year. 

In  the  third  quarter  of  1972,  we  paid  our  100th 
consecutive  quarterly  cash  common  stock  dividend,  and 
in  the  fourth  quarter  increased  our  annual  cash  dividend 
rate  again,  the  fifth  time  in  seven  years. 

The  increase  in  revenues  was  achieved  across  the 
board,  with  each  of  our  eight  major  operating  groups  re- 
cording gains. 

Concurrently,  we  are  vigorously  developing  pro- 
grams to  keep  the  company  in  a  strong  position. 

In  energy,  Tenneco  is  exploring  worldwide  for  new 
sources  of  gas  and  oil,  expanding  our  natural  gas  pipe- 
line^ network,  developing  offshore  nuclear  power  systems, 
working  on  ways  to  gasify  coal  and  naphtha  and  expand- 
ing shipyard  facilities  to  provide  a  capability  to  build 
supertankers  including  LNG  carriers. 

We're  also  continuing  research  in  auto  emission  con- 


trol, developing  new  construction  equipment  and  agricul- 
tural machinery,  producing  specialty  chemicals  and  find- 
ing unique  solutions  for  packaging  the  nation's  products. 

In  other  areas,  we  are  expanding  the  marketing  of 
our  Sun  Giant®  brand  of  premium  quality  fruits  and 
vegetables  and  are  continuing  to  grow  in  real  estate 
development. 

As  N.  W.  Freeman,  Chairman  and  Chief  Executive 
Officer,  and  R.  E.  McGee,  President,  observed  in  the  1972 
Annual  Report,  "Frankly,  we  are  in  the  best  financial, 
product  and  market  position  in  our  history.  Our  present 
performance  provides  a  broad  platform  for  future  growth. 
Our  potentials  are  promising.  And  our  momentum  is 
strong." 

If  you're  interested  in  more  facts  and  figures  about 
Tenneco's  performance  in  1972,  see  our  1972  Annual  Re- 
port. Just  write:  1972  Tenneco  Annual  Report,  Section  M, 
Public  Relations  Department,  Tenneco  Inc.,  P.O.  Box 
2511,  Houston,  Texas  77001. 


^H^^^H     BUILDING   BUSINESSES  IS  OUR  BUSINESS 

Tenneco  « 

TENNECO  CHEMICALS       O       TENNESSEE  GAS  TRANSMISSION       O       TENNECO  OIL       O       TENNECO  PROPERTIES       O 
PACKAGING  CORP.  OF  AMERICA    O    J    I    CASE    O    WALKER  MANUFACTURING    O    NEWPORT  NEWS  SHIPBUILDING    O 


Confidential 
LOANS 

$1,500  to 
$12500 

■  The  nationally  recognized  financial 
service  used  regularly  by  over 
20,000  professional,  executive,  and 
technical  men  and  women  like  you. 

■  A  quick  and  extremely 
confidential  source  of  credit  for 
immediate  needs  or  as  a  credit 
line  whenever  you  need  it. 

■  No  collateral ...  no  embarrassing 
investigation.  No  charge  for 
establishing  your  credit  line. 

■  Simple  details  handled  over  the 
phone  or  by  personal  mail  from 
the  privacy  of  your  home  or  office. 

■  THE  quiet  service  for  your 
financial  needs.  Dial  our  private, 
toll  free,  number  800-328-7328  or 

write  Charles  R.  Donner,  Executive 
Loan  Director. 


m 


Industrial  Credit 
Financial  Services 


241  Hamm  Building, 

Saint  Paul,  Minnesota  55102 

Member:  American  Industrial  Bankers 

Association  since  1937. 


OWN  YOUR  OWN 


f  mm 


"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  Operate  from 
a  dignified  professional  office.  Clients  come 
to  you  for  Venture  Capital  Assistance.  Must 
be  sincere  with  well-rounded  business  back- 
ground. Instant  Hi  income  for  right  person. 

$22,500  cash  will  handle 

Send  resume  to  Dept.  F,  Computer  Capital 
Corporation,  Suite  521,  Max  Factor  Bldg., 
6922  Hollywood  Blvd.,  Los  Anqeles.Ca. 90028 
Or  call  Mr.  Ray  (213)  463-8151. 

This  offering  is  not  a  franchise. 


the  man 

you  want 

to  succeed 

reads 

Forbes 


Rip  Van  Hanna 


How  a  sleepy  Cleveland  relic  became 
a  wide-awake  global  entrepreneur. 


Once  dominant  in  the  pattern  that 
established  the  Midwest  as  the  indus- 
trial heartland  of  America,  Cleveland's 
Hanna  Mining  made  its  money  main- 
ly by  managing  other  people's  mines 
and  by  freighting  natural  ores  down 
the  Great  Lakes.  But  time  was  pass- 
ing Hanna  by.  Its  iron  ore  deposits 
in  Minnesota's  Mesabi  Range  were 
small  and  running  lean.  Its  customers, 
the  big  U.S.  steel  mills,  increasingly 
were  mining  their  own  ores. 

In  even  worse  shape  by  1965  was 
M.A.  Hanna  Co.,  the  closed-end  in- 
vestment company  that  owned  a  con- 
trolling 46.5%  interest  in  Hanna  Min- 
ing, plus  dominant  blocks  of  Nation- 
al Steel  (15%)  and  Consolidation 
Coal  (15%).  This  was  the  empire  con- 
ceived by  kingmaker  Mark  Hanna, 
who  put  William  McKinley  in  the 
White  House.  But  its  real  creator  was 
the  late  George  M.  Humphrey,  the 
small-town  lawyer  from  Saginaw, 
Mich,  who  became  President  Eisen- 
hower's Secretary  of  the  Treasury. 

The  M.A.  Hanna  portfolio  at  its 
peak  in  1964  was  worth  $650  mil- 
lion. Its  power  was  immense.  Its  in- 
vestments over  the  years  gave  the 
Humphreys  and  their  allies  a  seat  on 
the  board  and  a  say  in  management 
at  such  companies  as  Texaco,  Phelps 
Dodge,  General  Reinsurance  and 
Canada's  Algoma  Steel.  Along  with 
the  Rockefellers,  the  Humphrey  group 
helped  save  Chrysler  in  the  early 
Sixties,  for  which  their  reward  was  a 
multimillion-dollar  capital  gain.  But 
where  was  the  fortune  in  a  portfolio 
of  steel  stocks? 

In  1965  change,  drastic  change, 
came  to  Hanna.  The  stocks  were  sold, 
the  holding  company  liquidated.  Only 
Hanna  Mining  remained,  and  it 
bought  a  6%  interest  in  National  Steel. 

Enter  Chairman  Gilbert  (Bud) 
Humphrey,  George's  son.  Hanna  Min- 
ing had  one  ace  left  in  its  hand.  Hum- 
phrey senior  had  sent  geologists  to 
Brazil  in  the  Thirties,  but  not  until 
1958  did  they  get  what  the  Hum- 
phreys were  striving  for.  That  year 
Hanna  Mining  and  associates  acquired 
a  majority  interest  in  an  old  British 
gold-mining  company,  which  owned 
an  unworked  major  iron  ore  deposit 
about  400  miles  north  of  Rio  de  Ja- 
neiro at  Belo  Horizonte.  The  Aguas 
Claras  mine  there  has  known  reserves 
exceeding  370  million  tons  of  hema- 
tite ore  that  was  64%  to  68%  iron- 
close  to  being  pure  iron  oxide. 


But  the  Humphreys  got  caught  in 
a  bind.  Brazilian  politics  swung  to  the 
left,  inflation  went  above  80%  a  year 
and  expropriation  was  a  constant 
threat.  Hardly  a  day  went  by,  Bud 
Humphrey  admits,  when  Hanna  Min- 
ing didn't  consider  packing  its  bags. 
But  Humphrey  held  on. 

Hope  began  to  revive  in  1964  when 
the  Humberto  Castelo  Branco  regime 
took  control  and  began  the  attack  on 
inflation  (Forbes,  Mar.  15,  p.  81). 
With  Brazil  admitting  a  need  for  for- 
eign investment,  Humphrey  returned 
to  the  difficult  task  of  working  out 
the  details.  For  example,  Hanna  had 
to  merge  its  Brazilian  holding  with  a 
Brazilian-owned  ore  company;  that 
left  Hanna  with  only  a  25%  share  in 
the  mine.  But  there  were  benefits. 
The  Brazilian  government  has  con- 
tributed $130  million  toward  the  de- 
velopment of  the  railroad  that  links 
the  mine  with  a  deep-water  port. 

By  the  year's  end,  Hanna's  Brazil- 
ian venture  will  be  shipping  at  the 
rate  of  11.5  million  tons  of  ore  a  year. 

But  that's  only  part  of  the  story. 
Another  plum,  not  unlike  the  Brazil- 
ian one,  meanwhile  had  been  ripen- 
ing on  Hanna's  tree.  Again  in  the  Thir- 
ties, George  Humphrey  had  teamed 
up  with  Canadian  mining  promoter 
Jules  Timmins  to  explore  Labrador. 
Hanna  subsequently  became  the  larg- 
est shareholder,  with  currently  a  26% 
stake,   in   Iron   Ore   Co.    of   Canada, 


Humphrey  of  Hanna  Mining 
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At  a  time  when  mankind 
is  after  a  past  and  after  a  future... is  after  a  war  and  after  peace... 
is  after  hatred  and  after  love... is  after  riches  and  after  poverty... 

at  a  time  when  womankind  is  after  mankind  and  vice  versa, 

magazines  continue  to  be  the  best  place  to  see  and  feel  the  action. 

If  you  have  ever  placed  a  message  in  a  magazine... 

planted  an  idea  in  a  magazine... 

been  a  part  of  a  story  in  a  magazine  (or  wanted  to  be)... 

seen  yourself  in  a  magazine  by  consent  or  accident,  then  continue  to  watch  us. 

Feel  us. 

Because  no  film,  no  television  show,  no  newspaper, 

no  billboard,  no  audio  cassette  or  any  other  medium  can  do  what  we  do. 

Not  only  are  we  different,  we're  more. 


Q^a] 


MagazinePublishersAssocwtionyina 

in  behalf  of  its  134  members  and  451  magazine  titles 


This  maybe 
your  last  chance 
to  get  up  off 
your  big  fat 
complacency. 


Maybe  you've  heard  this  before.  But  think  it 
over  for  a  moment,  anyhow. 

You're  probably  just  as  worried  as  everyone 
else  about  what's  happening  here  in  town.  And  you 
feel  frustrated,  because  you  don't  know  what  you 
can  do  to  help. 

Try  this.  Pick  out  one  of  our  United  Way 
agencies.  Go  to  it.  Go  out  into  the  field  with  its 
workers.  See  for  yourself  the  very  real  needs  of 
the  people  it  serves.  The  new  and  growing  urgency 
of  their  problems. 

Take  a  good  hard  look  at  the  new  things  that 
the  agency  is  doing  to  solve  these  problems.  The 
new  approaches.  The  new  programs.  The  new 
money  they  take. 

Then,  when  you  pledge  your  Fair  Share,  you're 
bound  to  make  it  bigger.  You  will 
remember  the  faces  and  voices  of 
those  you  are  helping.  You  will 
know  what  must  be  done. 

If  you  don't  do  it,  it  won't 
get  done. 


advertising  contributed  '^JB0 
for  the  public  good     V^V 
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which  has  estimated  reserves  of  over 
350  million  tons.  Hanna's  original 
stake  cost  $47.9  million;  it  has  collect- 
ed $8.5  million  a  year  in  dividends. 

Like  the  Brazilian  mine,  the  Labra- 
dor deposit  is  linked  by  rail  to  a  year- 
round,  deep-water  port,  capable  of 
servicing  250,000-ton  tankers  that  at 
a  moment's  notice  can  move  Hanna's 
ores  into  any  of  the  world's  steel  mar- 
kets. "When  we  first  started  develop- 
ing Labrador,"  says  Hanna  Mining 
President  Walter  Marting,  "we  were 
just  looking  at  the  U.S.  market.  We 
didn't  see  it  as  a  major  supplier  to 
the  world.  Hell,  at  that  time  I  don't 
know  what  steel  the  Japanese  pro- 
duced, but  not  much.  But  as  the  mar- 
kets grew,  we  had  the  materials." 

World  View 

These  two  rich,  foreign  deposits 
have  been  pivotal  in  changing  the 
Humphreys'  company  from  a  quiet 
backyard  operation  into  a  big  inter- 
national company.  "Now,"  Humphrey 
says,  "the  whole  world  is  open  to  us. 
We're  interested  in  any  material  we 
know  or  can  learn  something  about." 
Humphrey  clearly  isn't  looking  in  his 
old  backyard  for  such  developments. 
In  1971  Hanna  bought  15%  of  Unipar, 
a  Brazilian  company  with  holdings  in 
six  petrochemical  plants  in  the  Sao 
Paulo  area.  Also  in  Brazil,  Hanna 
Mining  has  formed  a  partnership  with 
Alcoa  and  local  Brazilians  to  build  an 
integrated  $46-million  aluminum  op- 
eration that  last  year  produced  30,000 
tons.  "It's  profitable,"  says  Marting. 
"We  wouldn't  be  talking  of  doubling 
capacity  unless  it  were." 

The  specter  of  harassment  is  al- 
ways a  threat  to  U.S.  dollars  sent 
out  to  develop  the  world.  But  Hum- 
phrey knows  that.  A  soft-spoken,  pa- 
tient man  who  trained  as  a  lawyer, 
Humphrey  already  has  had  to  yield 
to  tough  government  negotiators  from 
Bogota  to  Brasilia  to  Guatemala  City. 
But  what's  the  alternative?  Stay  close 
to  the  Great  Lakes  and  watch  profits 
decline  with  ore  deposits?  Not  the 
Humphreys:  They're  empire  builders, 
even  if  the  empire's  ultimate  shape  is 
hidden  in  the  mists  of  the  future. 

Hanna  has  come  all  this  way  with- 
out any  heavy  borrowing;  its  Funded 
debt  is  actually  lower  today  than  it 
was  in  the  mid-Sixties.  With  equity 
capital  of  nearly  $275  million  vs.  Fund- 
ed debt  of  only  $30.5  million,  the 
company  clearly  has  the  wherewithal 
for  big  expansion.  Earnings  were 
down  sharply  last  year  because  oi  a 
major  strike  in  Labrador;  even  so, 
Hanna  netted  8%  on  stockholders'  eq- 
uity, and  should  do  better  this  year. 

Says  Bud  Humphrey,  "The  change 
isn't  over  yet.  We  are  not  frozen 
into  anything."  ■ 
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A  LEADERSHIP  COMPANY.  .  . 
EARNINGS  INCREASED  16TH  CONSECUTIVE  YEAR 


YEAR 

Net 

Sales 

(thousands) 

Net 

Income 

(thousands) 

Depreciation 

and 

Amortization 

(thousands) 

Net  Income 

to 
Net  Sales 
(percent) 

Net  Income  to 
Shareholders' 

Equity 
(percent)  (1) 

Net 
Income 

Per 
Share  (2) 

Dividends 

Per 
Share  (2) 

1972 

$134,289 

$14,391 

$4,148 

10.7 

24.7 

$1.32 

$  .17 

1971 

100,134 

10,546 

3,714 

10.5 

21.6 

1.01 

.15 

1970 

83,206 

8,881 

3,171 

10.7 

21.5 

.86 

.13 

1969 

79,930 

8,682 

2,433 

10.9 

26.1 

.84 

.11 

1968 

70,987 

7,386 

2,646 

10.4 

26.3 

.72 

.10 

1967 

54,996 

6,228 

2,201 

11.3 

26.7 

.61 

.09 

1966 

47,101 

5,873 

1,344 

12.5 

31.7 

.59 

.08 

1965 

37,306 

4,841 

920 

13.0 

33.2 

.49 

.07 

1964 

28,514 

3,539 

759 

12.4 

31.2 

.38 

.06 

1963 

23,145 

2,598 

545 

11.2 

26.7 

.29 

.05 

(1)  Based  on  stockholders'  equity  as  of  the  beginning  of  the  year. 

(2)  After  giving  effect  to  a  100%  stock  distribution  in  November,  1971,  and  50%  stock  distributions  in  October,  1968  and  December,  1967. 

(3)  Results,  except  as  to  dividends  per  share,  have  been  restated  to  include  companies  acquired  on  a  pooling-of-interests  basis. 


With  headquarters  in  the  Detroit  suburb  of  Taylor 
and  manufacturing  facilities  in  the  United  States, 
Canada,  and  Europe,  Masco  manufactures  faucets, 
recreational  and  other  specialty  "products  for  the 
home,  and  cold  extruded  and  other  precision 
industrial  components  for  industry.  By  providing 
superior  value  to  customers  in  markets  with  above- 
average  growth  potential,  Masco  has  achieved 
increased  earnings  for  16  consecutive  years. 

We  are  pleased  to  report  another  year  in  which 
Masco  established  new  records  in  sales  and 
earnings.  Net  sales  for  1 972  were  $1 34,000,000,  an 
increase  of  34%  from  the  previous  year.  Net  income 
was  $'14,400,000,  an  increase  of  36%. 

Our  results  were  aided  not  only  by  a  more  favorable 
economic  climate,  the  introduction  of  new  products 
and  increased  penetration  in  our  markets,  but  also 
by  what  has  proven  to  be  our  successful  business 
philosophy.  Masco's  commitment  to  excellence, 
dedication  to  establishing  leadership  positions  in 
growing  markets  and  resourceful  management  have 
and  should  enable  us  to  maintain  our  growth  in  the 
years  to  come. 


We  continue  to  see  substantial  growth  for  Masco  in 
our  present  domestic  markets.  To  this  future  growth 
has  been  added  a  new  dimension— international 
expansion.  We  have  spent  considerable  effort  eval- 
uating the  potential  for  Masco's  products  and 
know-how  in  international  markets.  We  believe 
Masco's  management  philosophy  will  prove  as 
successful  in  these  new  markets  as  it  has  proven  in 
this  country,  thereby  adding  to  the  company's  over- 
all growth  and  strength. 

We  look  forward  to  the  challenges  which  1 973  and 
future  years  will  bring  and  the  opportunities  which 
we  will  create.  We  are  confident  tht-t  we  have  the 
resources,  both  human  and  physical,  to  meet  these 
challenges,  to  develop  these  opportunities,  and  to 
continue  growing  at  an  above-average  rate  in 
the  future. 


Richard  Manoogian 
President 


You  are  invited  to  write  for  our  annual  report  to  the  Masco  Corporation, 
21001  Van  Born  Road,  Taylor,  Michigan  48180. 


Faces  Behind  the  Figures 


Man  with  a  Mission 

When  Ambassador  David  K.E.  Bruce 
arrives  in  Peking  to  head  the  U.S. 
mission  there,  his  way  will  have  been 
paved  by  a  much-respected  working 
diplomat,  Alfred  le  S.  Jenkins,  the 
State  Department's  Director  of  Asian 
Communist  Affairs. 

No  newcomer  to  China,  Jenkins 
served  as  Vice  Consul  in  Peking  in 
1946.  During  the  past  two  years  he 
accompanied  Henry  Kissinger  to 
China.  If  Bruce's  appointment  indi- 
cates, in  Jenkins'  words,  "the  serious- 
ness of  our  intent,"  then  the  Jenkins 
presence  indicates  our  intent— trade. 

U.S.-Chinese  trade  ran  to  $92.5 
million  last  year.  Until  now,  little  of 
that  trade  has  been  in  two  top  priority 
items  for  the  Chinese:  farm  equip- 
ment and  oil-drilling  machinery.  With 
double  and  sometimes  triple  grain 
harvests,  the  Chinese  need  farm 
equipment  both  for  harvesting  and  to 
free  farm  labor  for  industrial  jobs. 

As  for  oil,  China-watchers  estimate 
Chinese  recoverable  reserves  at  20 
billion  barrels,  vs.  the  U.S.'  36.3  bil- 
lion and  Saudi  Arabia's   138  billion. 


To  raise  refined  output  from  its  pres- 
ent pitiable  200-million-barrel  level, 
the  Chinese  need  American  technol- 
ogy (Forbes,  Oct.  15,1972). 

"Much  of  the  oil  they  will  keep  for 
domestic  use,  but  part  they  will  sell 
to  Japan,"  says  Jenkins.  That  way  the 
Chinese  will  earn  some  foreign  ex- 
change to  pay  U.S.  firms  and  buy  from 
other  nations.  "And  don't  forget,"  Jen- 
kins goes  on,  "they  are  already  earn- 
ing about  $600  million  in  exchange 
currencies  through  Hong  Kong." 

Won't  expanding  Chinese  trade  de- 
mand U.S.  credit  and  loans?  "The 
Chinese  have  not  expressed  interest 
in  credits.  They  tend  to  camouflage 
credits  in  delayed  payments." 

A  27-year  Foreign  Service  veter- 
an, Jenkins  is  clearly  looking  forward 
to  working  directly  with  the  Chinese 
again.  "The  Chinese  are  not  hagglers 
or  nigglers,"  he  says.  "They  simply  say, 
'What's  wrong  with  this  sentence?' 
rather  than  trade  one  nuance  or  sen- 
tence for  another."  A  refreshing 
change  from  the  experience  many 
Americans  have  had  with  the  Rus- 
sians, Jenkins  might  have  added,  if  he 
were  not  the  diplomat  he  is.   ■ 


State  Department's  Jenkins 


Rescue  Job 

What  a  day  for  Forbes  to  meet 
English-born  W.  Galen  Weston,  just 
32  and  new  boss  of  the  North  Ameri- 
can end  of  a  worldwide  $6-billion- 
sales  food  empire.  In  three-inch-high 
headlines,  the  Chicago  tabloids  were 
trumpeting  the  bad  news:  highest 
jump  in  food  prices  in  22  years;  na- 
tional boycott  planned  against  meat. 

As  if  young  Weston  didn't  have 
troubles  enough.  His  U.S.  supermar- 
ket chain,  Chicago-based  National 
Tea  (a  $2.2-million  loss  on  $817-mil- 
lion  sales  in  28  weeks  ended  last  Octo- 
ber) seems  to  be  falling  apart. 

Admits  Weston,  "We're  in  a  down- 
ward spiral,  both  in  sales  and  profits. 
And  there's  no  indication  that  profits 
will  improve."  Then  Weston  posed 
the  question  of  the  day:  "Can  a  pure 
food  retailer  make  a  satisfactory  re- 
turn on  capital  to  please  and  excite 
shareholders?" 

Well,  can  it?  National  Tea  has  av- 
eraged a  paltry  6%  on  equity,  vs.  its 
industry's  10%  over  the  last  five  years. 
Its  stock  at  6J4  is  off  60%  in  a  year. 
And  in  Canada,  Weston's  other  main 
chain,  $2.6-billion  sales  Loblaw  Cos. 
(Forbes,  Jan.  15),  has  fared  as  badly. 
"The  future  of  the  food  industry," 
concludes  Weston,  "has  got  to  be  a 
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very  anxious  one. 

Weston  knows  whereof  he  speaks. 
He  attended  17  schools  in  five  coun- 
tries while  his  Canadian-born  father, 
W.  Garfield  Weston,  now  75,  built 
his  empire.  In  1960  he  and  his  father 
formed  Deutsche  Supermarkets  in 
West  Germany.  It  now  grosses  over 
$100  million,  but  his  real  success  has 
been  in  Ireland,  both  north  and  south. 
In  a  decade  he  has  become  the  larg- 
est retailer,  going  first  into  food,  add- 
ing discount  stores  and  then  in  1971 
paying  $3.1  million  for  Dublin's  up- 

Weston  of  National  Tea 


percrust  Brown  &  Thomas,  to  become 
a  full-fledged  merchant  prince. 

His  spurs  won,  the  family  last  year 
sent  Weston  to  Toronto  to  take  charge 
of  the  family-owned  companies  in 
North  America,  12  of  which,  includ- 
ing George  Weston  Ltd.,  the  North 
American  parent,  are  publicly  traded. 

"A  number  of  food  companies," 
says  Weston,  "are  going  to  be  greatly 
reduced  in  size.  National  Tea  may  be 
one  of  them.  It  needs  $30  million  to 
$50  million  in  cash  to  refurbish  stores 
and  motivate  people.  We  may  sell 
some  divisions.  I'm  allowing  myself 
two  years  to  resolve  the  problem." 

He  spends  half  the  week  in  Chica- 
go, the  rest  in  Toronto  seeing  if  the 
patches  he  has  put  on  Loblaws  will 
stay  put.  "Loblaws,"  says  Weston, 
"was  deteriorating  every  bil  as  last 
as  National  Tea  is  now,  but  the  chain 
made  a  profit  in  the  last  quarter." 

But  then,  Galen  Weston  doesn't 
face  the  same  challenges  most  men 
do.  Confronting  him  is  not  just  his 
father's  reputation.  His  brothei  Cany, 

45,    who    gol    the    other    hall    of    the 

empire,  runs  Associated  British  Foods 

in    London.     Me    has    raised    earnings 

an  average  of  17'.  over  the  lasl  Bve 
years,  and  even  diversified  into  ship- 
ping. That's  what  really  makes  Galen 
Weston  inn.  ■ 
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Nobody  outnumbers  Canon, 


When  it  comes  to  variety,  functions  and  sophisticated 
features,  no  other  line  of  calculators  compares  with  Canon. 

Only  Canon  gives  you  a  choice  of  16  models. 
Everything  from  multi-memory  programmables  to  the 
world's  only  pocket-size  printer. 


All  solidly  built  and  precision  engineered.  With  the 
famous  Canon  keyboard  layout  and  touch  system  that 
save  you  time  and  energy  when  problem  solving. 

Canon  thinks  ahead  to  stay  ahead. 

That's  why  it's  the  logical  choice  in  calculators. 


1614P  Our  ultimate  16-digit,  14-memory  programmable. 
in  store  several  programs  simultaneously.  Equipped 

a  variety  of  conditional  and  unconditional  jump  functions, 
:luding  subroutine  jump. 

High  performance  printer  optional. 


Canolal67P-IIAIIthe 
features  of  the  1614P  in  a 
smaller  version.  Seven 
memories  and  four  jump 
functions.  P-l  printer  optional. 


Canola  164P  Our  four- 
memory  programmable.  Like 
thel614Pandl67P-ll, 
it  features  Canon's  reliable 
card  and  learn  system; 
complete  with  software. 


Canola  MP142R  Our  soph 
ticated  14-digit,  two-memory 
printer  for  complex  accounting 
and  scientific  procedures.  Fea- 
tures include  square  root  and 
percentage  keys. 


Canola  MP141  Our  printer 
with  selective  memory  f  unc 
tions.  Unique  non-add  key 
itemizes  on  left  side  of  tape 
Reverse  and  shift  keys. 


duty  combination  lets  you  use 
display  alone  or  display  with 
printer.  Features  unique  mark- 
up and  discount  facility  with 
one  memory,  12-digit  capacity. 


hensive  12-digit  printer  with 
memory.  Special  functions 
include  mark-up  and  discount 
key,  item  counter,  non-add  key. 


inola  L1630  Our  most  so- 
phisticated display  calculator 
Has  three  memories, g*j  key 
for  standard  deviation.  Only 
machine  capable  of  chain 
calculation  by  a  constant 


Canola  L162A  Our  16-digit, 
two-memory  desktop  for  ad- 
vanced business  use.  Features 
accumulation  key,  sum  oper- 
ands key.  Also  available: 
one-memory  L161. 


Canola  L121F  Our  12-digit, 
selective  memory  desktop 
offers  add-on  and  discount, 
reverse  and  shift  keys,  and  a 
wide  decimal  point  selection 
including  full-floating. 


Canola  L100S  Our  all-purpose 
10-digit  display  calculator  with 
full-floating  or  pre-set  deci- 
mals, automatic  roundoff  and 
cut-off,  underflow  system, 
constant  key. 


L800  Our  lightest,  most 
pact  desktop  puts  Canon 
rision  in  the  home,  school 
office.  Features  zero  sup- 
'  ssion,  floating  decimal  and 
1  i  erf  low  systems. 


Pocketronic  World's  only 
pocket-size  printer.  Performs 
automatic  repeat,  chain  and 
constant  calculations  and  in- 
volution. Operates  on  recharge- 
able battery  or  AC. 


Palmtronic  LE-10  Our  10-digit 
Palmtronic.  Calculates  by  a 
constant,  performs  mixed  cal- 
culations. Comes  with  under- 
flow system,  automatic  battery 
conservation  system. 


Palmtronic  LE-80  Our  newest 
and  lightest  pocket-size  Canon. 
With  eight  digits  and  all  the 
features  of  the  LE-10,  includ- 
ing entry  in  arithmetic  se- 
quence; battery  check. 


Canon 

Electronic  Calculators 


Canon  USA,  Inc.  10  Nevada  Drive,  Lake  Success,  New  York  11040 

Canon  USA,  Inc.  457  Fullerton  Avenue,  Elmhurst,  Illinois  60126 

Canon  Optics  &  Business  Machines  Co.,  Inc.  3113  Wilshire  Blvd.,  Los  Angeles,  California  90010 
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The  Continentals  beat  the  other 
make  of  luxury  car  again* 


Some  people  think  no  car  owner  is  more  loyal  than 
the  owner  of  the  other  leading  American  luxury  car. 

We  at  Continental  wanted  to  challenge  that  loyalty. 
(Just  as  we  did  last  year.) 

So  we  invited  100  owners  of  that  other  American 
luxury  car  to  take  part  in  ride  and  drive  tests  between 
Continental  and  that  other  make  of  car. 

The  tests  took  place  at  the  Hotel  Bel-Air,  California, 
under  the  supervision  of  Nationwide  Consumer  Testing 
Institute. 

The  first  test  was  for  riding  comfort.  Blindfolded, 
the  100  owners  rode  in  a  1973  Lincoln  Continental  and 
in  the  other  make  of  luxury  sedan. 

They  were  asked  to  judge  which  of  these  new  cars 
had  the  more  comfortable  ride. 

64  out  of  100  picked  the  Lincoln  Continental. 

The  second  test  was  for  driving  ease.  This  time  the 


100  owners  were  asked  to  drive  a  1973  Continental 
Mark  IV,  and  the  comparable  model  of  the  other  make, 
and  to  judge  which  car  was  easier  to  drive. 

66  out  of  100  preferred  the  Continental  Mark  IV. 

No  wonder  a  national  survey  reveals  that  in  the  last 
two  years  alone,  more  than  20,000  drivers  of  that  other 
luxury  car  have  switched  to  the  Continentals. 

And  a  major  reason  why  many  have  switched, 
according  to  that  survey,  is  because  of  the  Continentals' 
outstanding  riding  and  driving  qualities. 

The  Continentals,  we  think  you'll  agree,  are  the 
finest  luxury  cars  built  in  America. 

Ask  any  former  owner  of  the  other  luxury  car  whi  >a 
switched. 

(For  complete  test  results,  write  Nationwide 
Consumer  Testing  Institute,  Box  2760,  Grand  Central 
Station,  NYC.  10017) 


Vinyl  roof  optional  on  Lincoln  Continental. 
Protective  molding  optional  on  both  cars. 


LINCOLN  CONTINENTAL 
CONTINENTAL  MARK  IV 


LINCOLN-MERCURY  DIVISION 
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Faces  Behind  the  Figures 


The  Steel  Priest 


Father  Hogan  says  the  world's  steel 
industry  is  near  a  crisis  point.  And 
Father  William  T.  Hogan,  S.J.,  is  no 
teatime  parish  priest  talking  gloom 
and  doom.  He  has  studied  the  steel 
industry  for  nearly  30  years;  his  books 
and  articles  on  the  subject  include 
a  five-volume  history  of  the  U.S.  steel 
industry.  As  a  Fordham  University 
professor  of  economics  and  director 
of  the  university's  Industrial  Econom- 
ics Research  Institute,  he  is  treated 
by  steelmen  with  the  same  respect 
war  protestors  give  Fathers  Daniel 
and  Philip  Berrigan. 

Father  Hogan  says  that  even  though 
world  demand  for  steel  is  growing 
only  5%  a  year,  by  1980  the  annual 
demand  will  require  a  capacity  of 
1.1  billion  raw  tons,  vs.  today's  780 
million  tons.  "Blazes,  that's  a  short 
fall,  with  new  and  replacement  needs, 
of  600  million  tons,"  he  says. 

The  trouble  is,  no  one  is  doing  any- 
thing about  it.  "Our  industry  is  watch- 
ing, the  British  are  losing  money,  the 
French  are  building  a  little  around 
Marseilles,  the  Germans  have  no  plans, 
and  the  Japanese  have  reassessed  their 


plans  in  light  of  recession  and  de- 
valuation of  the  dollar,"  he  says. 

What's  holding  up  expansion  is 
narrow  profit  margins  and  the  soar- 
ing cost  of  new  mills.  "This  is  a  prob- 
lem the  industry  has  never  faced  be- 
fore," says  Father  Hogan.  "What's  need- 
ed is  a  new  approach."  His  idea  is 
that  steel  must  reorganize  itself  on  a 
worldwide  basis.  Father  Hogan  would 
like  to  see  widespread  use  of  joint 
ventures,  such  as  the  ones  now  in  ef- 
fect for  iron  ore.  The  idea  is  to  bal- 
ance one  company's  excess  capacity 
against  another's  deficiency.  He  would 
begin  at  home  with  joint  ventures  for 
the  U.S.  industry,  ranging  from  the  pig 
iron  through  the  billet-making  stages. 

"It  would  make  a  lot  of  sense  to  go 
beyond  this  into  international  joint 
ventures,"  he  continues.  "You  are  al- 
ready seeing  some  like  Kaiser  and  Arm- 
co  in  Australia,  and  the  Austrian  Steel 
Co.  joining  with  South  African  Steel 
Co.  in  a  mill." 

Won't  this  bring  down  the  trust- 
busters  on  steel's  head?  Father  Hogan 
thinks  not,  if  it  is  done  on  a  plant- 
by-plant,  project-by-project  basis. 
"Sometimes  combining  can  strength- 
en competition,"  he  says.   ■ 


Father  Hogan  of  Fordham 


The  Cleanup  Man 

"Ten  years  ago  I  thought  we  could 
learn  a  lot  from  the  Americans.  I 
don't  think  that  applies  now,"  says 
Sir  Hugh  Fraser,  chairman  of  the 
House  of  Fraser,  a  Scottish  depart- 
ment store  chain  flagshipped  by  Har- 
rods  in  London.  But  in  the  next 
breath,  Sir  Hugh,  who  has  eaten  his 
words  about  opening  a  New  York 
store,  admits  to  keeping  a  close  eye 
on  America's  Federated  Department 
Stores:  "A  lot  of  things  I've  done  I've 
copied  from  Federated,"  he  admits. 

Actually,  Sir  Hugh,  now  36,  is  a 
man  forced  into  experimentation  by 
circumstances.  When  he  took  over  in 
1966  after  the  death  of  his  father, 
Lord  Fraser,  the  company  was  in  sorry 
shape.  Lord  Fraser  was  acquisition- 
happy:  "In  Glasgow  we  had  16  stores 
at  one  time,  and  that  was  crazy.  My 
father  just  wouldn't  close  a  store." 
But  young  Fraser  has  eliminated  20 
stores.  Also,  he  notes,  "Five  years  ago 
the  average  age  of  our  store  managers 
was  60.  Now  it's  38.  There  was  no 
central  buying  then;  now  80%  is  cen- 
trally bought." 

In  six  years  Fraser  has  brought 
sales  up  by  64%  to  $400  million, 
with  a  20%  gain  expected  this  year, 
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and  has  raised  profits  from  $6.5  mil- 
lion to  a  record  $13  million  by  Jan- 
uary 1972.  The  House  of  Fraser's 
margin  on  sales  last  year  was  4.3%, 
vs.  Federated's  4.1%;  its  return  on  in- 
vested capital  16.3%,  as  against  13.9% 


Fraser  of  the  House  of  Fraser 


for    Federated    Department    Stores. 

Fraser's  advantage  is  the  splendid 
market  for  luxury  goods  that  upper- 
class  Britain  has  always  constituted, 
and  that  Harrods,  the  Grand  Dame 
of  Knightsbridge,  is  perfectly  attuned 
to  satisfy.  As  Fraser  has  put  it,  "If 
Harrods  can't  sell  it,  then  who  can? 
And  if  it  can  be  sold,  why  isn't  Har- 
rods selling  it?"  That  stance  also  at- 
tracts the  tourists,  who  provide  over 
20%  of  Harrods'  business. 

Fraser  is  still  chopping  out  duplica- 
tion in  over-stored  cities.  "You  can't 
be  sentimental,"  he  says.  "Even  if  a 
store  makes  a  smallish  profit,  it's  bet- 
ter to  close  it  down  and  get  half  of 
that  business  at  your  more  profitable 
store  down  the  street."  Beyond  that, 
Fraser  is  toying  with  discounting  and 
catalog  selling,  and  most  important 
of  all,  he  has  caught  Common  Mar- 
ket fever  bad. 

Last  September  he  bought  Ilium 
of  Copenhagen,  and  he  is  currently 
considering  another  store  in  that  city. 
He  plans  a  Harrods  in  Paris  (the 
House  of  Fraser  will  be  listed  on  the 
Paris  bourse  in  May)  and,  eventually, 
in  other  European  capitals. 

Who  knows?  Some  day  he  might 
yet  set  up  a  Harrods  in  that  retail- 
ing backwater,  the  U.S.  ■ 
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Faces  Behind  the  Figures 


Help  from  Below 

While  industrial  relations  experts  are 
urging  complex,  often  costly  job  en- 
richment programs  to  cut  absenteeism, 
American  Hoist  &  Derrick  thinks  it 
has  found  a  simpler,  cheaper  way.  It 
has  appointed  an  ombudsman— a  Swed- 
ish term  meaning,  roughly,  roving 
problem-solver— to  deal  with  worker 
grievances.  As  a  result,  absenteeism 
at  the  St.  Paul  headquarters  plant  of 
the  $215-million-sales  construction 
equipment  maker  is  down  from  a  daily 
high  of  19%  in  1969  to  about  5%,  well 
below  the  industiy  average. 

Who's  the  miracle  man?  He's  Em- 
mett  Edwards,  44,  a  tough-looking 
6- foot  1-inch  journeyman  molder  who 
quit  school  at  13  (he  was  still  in  the 
third  grade)  to  take  a  job  digging 
ditches.  "Every  one  of  the  problems 
is  personal  to  me,"  says  Edwards  of 
his  job.  "I  come  from  a  family  of  15; 
name  a  problem  and  we've  had  it." 

Edwards  volunteered  for  the  om- 
budsman's job  after  hearing  about  it 
in  a  union  grievance  committee  (the 
union  liked  the  idea).  "This  was  the 
sort  of  thing  I  always  wanted  to  do," 
he  says.  "When  I  was  17  or  18  I  spent 
eight  months  hiking  the  backwoods 
of  Louisiana  and  Georgia  handing  out 
the  Gospels." 

Edwards  doesn't  wait  for  men  with 
problems  to  come  to  him:  He  watches 
for  clues— frequent  tardiness,  perhaps— 
that  a  man  has   problems   and  then 


Edwards  of  American  Hoist 


searches  him  out:  "That's  how  I  found 
one  kid  who  was  peddling  dope  in  the 
shop,  and  was  on  the  stuff  himself." 

As  ombudsman,  Edwards  has  the 
right  to  go  anywhere  and  talk  to  any- 
one in  the  company  on  a  worker's 
problem.  He  also  has  the  authority  to 
hire,  fire,  reinstate,  even  lend  or  spend 
company  money.  Edwards  says  he 
usually  works  by  recommending  a 
course  of  action  to  a  worker's  super- 
visor, but  it  is  a  measure  of  his  clout 
that  he  has  not  had  a  "recommenda- 
tion" rejected  in  three  years. 

He  finds  that  financial  worries  are 


the  major  problem  among  the  plant's 
1,100  workers,  but  he  also  helps  on 
such  lesser  problems  as  finding  day 
care  centers,  getting  job  transfers  and 
smoothing  relations  between  workers 
and  supervisors.  He  has  been  so  suc- 
cessful that  American  Hoist  is  putting 
ombudsmen  at  its  other  plants. 

What  makes  a  successful  ombuds- 
man? Says  Edwards:  "Pick  a  man  who 
likes  to  help  people  and  who  knows 
the  plant  from  the  bottom  up.  Then 
give  him  the  authority  to  do  the 
job.  The  men  must  know  the  ombuds- 
man can  do  what  he  promises."  ■ 


The  American  Way 

Takami  Takahashi,  44-year-old 
chairman  of  Nippon  Miniature  Bear- 
ing Co.,  is  a  pioneer  in  the  multi- 
nationalization  of  Japanese  business. 
Trade  barriers  and  currency  revalua- 
tions have  forced  many  of  his  country- 
men to  begin  switching  from  exporting 
to  setting  up  overseas  operations. 
Takahashi  is  way  out  front. 

He  did  his  first  U.S.  business  in 
1962,  selling  his  miniature  bearing 
products.  Takahashi  soon  learned 
enough  from  that  to  conclude  that  the 
Japanese  way  of  doing  business  was 
too  old-fashioned  for  him.  So  in  1968 
NMB  set  up  a  wholly  owned  subsidi- 
ary in  California,  and  in  1971  it  be- 
came the  first  Japanese-owned  com- 
pany with  mostly  U.S.  management 
and  with  U.S.  workers  manufacturing 
complete  products  in  the  U.S. 

Among  Japanese  businessmen,  Tak- 
ahashi is  considered  something  of  a 
rebel,  and  not  only  for  his  attitude. 


In  a  country  where  the  seniority  sys- 
tem produces  older  management,  44 
is  considered  very  young  to  be  run- 
ning a  company.  "In  Japan,"  he  goes 
on,  "the  business  community's  first 
question  is  how  big  a  company  is, 
then  how  much  land  it  has  and 
how  many  employees.  They  don't  ask 
about  profit,  and  never  about  long- 
term  growth  potential." 

Takahashi  caught  the  acquisition 
bug  when  he  realized  his  $30-million 
business  had  limited  growth  prospects. 
"Right  now  the  yen  is  overvalued," 
he  says,  "and  I'm  going  to  take  advan- 
tage of  it  to  buy  companies  here.  In 
Japan,  people  make  a  fuss  when  some- 
one tries  to  buy  a  firm. 

"I'll  spend  easily  $10  million  this 
year  for  U.S.  companies  in  medical, 
electronic  and  precision  instrument 
fields."  He  aims  for  a  controlling  in- 
terest in  companies  in  the  $5-million 
to  $30-million  sales  range. 

Takahashi  prefers  the  general  busi- 
ness atmosphere  in  the  U.S.:  "I  feel 


that  if  one  fails  in  this  country,  the 
management  is  to  blame.  In  Japan  and 
Europe,  sometimes  problems  beyond 
one's  control  can  cause  failure."  ■ 

Takahashi  of  NMB 
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CanA^festiiighouse  be 
sure  of  its  advertising? 


When  you  turn  on  the  adver- 
tising switch,  it  can  be  weeks, 
months,  even  years  before 
anything  lights  up.  There 
aren't  any  measurements  for 
advertising  results  as  precise 
as  ohms  or  volts. 

So  how  can  a  company  that 
deals  with  something  as  meas- 
urable and  predictable  as 
electricity... have  any  confi- 
dence in  advertising? 

Obviously. .  .Westinghouse 
does. 

They  spent  nearly  $2  mil- 
lion in  our  magazines  the  past 
three  years . . .  telling  the  piv- 
otal people  in  business,  fi- 
nance and  industry  about  all 
the  good  things  that  are  West- 
inghouse. 

They  did  something  else 
during  those  three  years.They 
kept  profits  pushing  up.  They 
just  postedVecord  earnings  for 
1972  including  a  whopping 
4.7%  jump  in  the  fourth 
quarter. 


Year 


Sales 


Earnings 
per  share 


1970 
1971 
1972 


$4,313,410,000 
$4,630,530,000 
$5,086,621,000 


1.53 
2.08 
2.24 


But  can  Westinghouse  be 
sure  the  advertising  had  any- 


I ,      i 


thing  to  do  with  the  sales  and 
profits? 

Can  they  be  sure  how  many 
times  their  advertising  opened 
doors  for  Westinghouse  sales- 
men? 

Can  they  be  sure  how  many 
times  their  advertising  took 
its  message  into  the  corner  of- 
fice where  salesmen  often 
can't  go? 

Can  they  be  sure  how  many 
times  their  advertising  opened 
a  purchasing  agent's  mind? 

Can  they  be  sure  how  many 
times  their  advertising  caused 
money  managers  to  recom- 
mend Westinghouse  stock? 

No. 

But  Westinghouse  can  be 


sure . . .  and  is  sure . . .  that  its 
advertising  was  an  important 
part  of  a  highly  successful 
marketing  mix. 

Obviously,  Westinghouse 
doesn't  buy  the  myth  that  ad 
money  is  wasted  unless  results 
can  be  measured  numerically. 

Maybe  you're  one  of  those 
who  believes  that  the  strong 
relationship  between  business 
success  and  business  adver- 
tising is  just . . .  coincidence.  If 
so,  we  have  dozens  of  coinci- 
dences like  Westinghouse  we'd 
like  to  show  you. 

With  1973  looking  better 
and  better. . .  Phase  III  under- 
way, capital  spending  spurt- 
ing up,  retail  sales  surging 
ahead . . .  isn't  this  a  good  time 
to  put  your  money  where  ad- 
vertising means  business? 


TIME 


FORBES 


BUSINESS  WEEK 


US.  NEWS & 


REPORT 


Four  great 
business  locations, 


The  Funds 

How  To  Make  Money  by  Paying  Taxes 


Devaluation  has  been  poor  medicine  for  the  stock  mar- 
ket over  the  past  18  months,  but  for  several  mutual  funds 
that  invest  in  foreign  securities,  it  has  been  a  great  tonic. 
Last  month  American-South  African  Investment  Co.,  a 
closed-end  trust  that  invests  in  South  African  shares,  an- 
nounced a  2-for-l  split  and  an  increased  dividend  payout 
-after  its  net  asset  value  climbed  60%  in  1972. 

American-South  African  was  a  special  case  in  that  most 
of  its  assets  were  invested  in  gold-mining  shares.  But  a 
number  of  other  foreign-investing  funds  have  done  very 
well  at  a  time  when  performance  on  the  U.S.  market  has 
been  almost  impossible  to  get.  Japan  Fund,  for  example, 
has  the  best  performance  of  some  300  mutual  funds  over 
the  latest  ten-  and  five-year  periods.  Templeton  Growth 
Fund,  which  invested  in  Japan  and  Canada,  was  up  68% 
last  year;  Scudder  International,  30%. 

Ironically,  these  funds  have  never  sold  very  well.  Only 
two  of  them.  Japan  Fund  and  American- South  African,  have 
more  than  $100  million  in  assets.  Even  Japan  Fund  has 
only  $140  million;  and  most  of  that  represented  apprecia- 
tion; this  closed-end  fund  raised  only  about  $20  million 
from  the  public. 

Why  have  they  been  so  unpopular?  Chiefly  because  of 
the  interest  equalization  tax  (IET).  This  tax,  designed  to 
keep  U.S.  investment  dollars  at  home,  forced  U.S.  buyers 
to  pay  11.5%  over  market  price  if  they  invested  in  foreign 
securities. 

Interestingly,  investors  would  have  done  well  by  pay- 
ing the  tax  and  thus  getting  a  crack  at  markets  and  cur- 
rencies that  have  fared  better  than  their  U.S.  counterparts. 

Edmund  Swanberg,  a  vice  president  of  Scudder  Inter- 
national, points  out  that  in  some  cases  U.S.  investors  could 
possibly  have  avoided  the  IET  as  long  as  foreign  shares 
were  being  bought  by  one  American  from  another.  How- 
ever, even  when  an  investor  couldn't  get  around  the  IET, 
as  is  the  case  in  a  number  of  mutual  funds  that  are  con- 
sidered foreign  companies  for  that  purpose,  Swanberg 
points  out  that  it  wasn't  all  that  bad.  Says  he,  "Investors 
holding  shares  in  Scudder  International  generally  have 
been  selling  them  to  other  investors  at  premiums.  So  the 


tax  is  sometimes  passed  on  even  when  it  has  been  paid." 

Actually  the  two  devaluations  of  the  dollar,  totaling 
30%  to  35%  in  relation  to  the  yen,  have  more  than  offset 
the  tax.  Says  Japan  Fund  President  Jonathan  Mason:  "I 
was  telling  the  research  director  at  Bache  &  Co.  [Mason 
is  also  a  vice  president  at  Bache  &  Co.]  recently  that  even 
if  we  did  nothing  but  hold  even  in  the  stock  market  over 
this  period,  we  would  still  be  30%  ahead,  since  our  invest- 
ments have  all  been  in  yen."  In  other  words,  his  fund  is  a 
kind  of  currency  hedge.  South  African  currency  gained 
well  against  the  dollar  in  the  second  devaluation  but 
gained  less  well  in  the  first  one.  German  currency,  too, 
gained  in  both  devaluations. 

However,  Canada  hasn't  gotten  any  benefits  in  the  last 
18  months.  That's  one  reason  why  some  of  the  Canadian 
funds  haven't  fared  as  well,  but,  on  the  other  hand,  its 
stock  market  has  modestly  outperformed  the  U.S.' 

This  is  all  history  now,  of  course.  And  history  may  not 
repeat:  The  dollar  is  in  a  stronger  position,  and  the  U.S. 
stock  market's  day  may  yet  come.  Still,  there  is  a  good 
moral  here,  and  it  is  this:  Don't  pay  excessive  attention 
to  tax  considerations  when  you  are  investing. 


Funds  For  Investing  Abroad:  A  Sampler 

Gain 

Open-end 

Total  Assets 

Net  Asset  Value 

12/3/72-(Mil  $) 

1972 

5  years 

Internat'l.  Investors 

$14 

58% 

51% 

Canadian  Fund 

34 

24 

70 

Scudder  Internat'l. 

17 

30 

62 

Templeton  Growth 

17 

68 

207 

Closed -end 

American-South  African        $117 

60% 

67% 

Japan  Fund 

140 

55 

503 

DJI 

— 

10 

30 

S&P  500 

— 

14 

39 

Source:   Weisenberger  Services,    Inc. 


Getting  Religion 


Remember  Douglas  B.  Fletcher,  chairman  of  Los  Angeles- 
based  Shareholders  Management  Co.?  In  the  great  Hot 
Stock  Market  of  1968  and  early  1969  the  pride  of  Fletcher's 
firm  was  Enterprise  Fund,  which  had  chalked  up  one  of 
the  industry's  hottest  performance  records  by  betting  heav- 
ily on  such  speculative  holdings  as  letter  stocks  and  the 
shares  of  tiny  companies.  The  speculative  go-go  game  has 
long  since  fallen  from  fame,  as  has  Enterprise  Fund.  So 
what  is  Douglas  Fletcher  doing?  Answer:  trying  to  change 
his  image,  the  hard  way. 

In  October  1971  Fletcher  changed  the  name  of  his 
Fletcher  Capital  Fund  to  Legal  List  Investments,  Inc.  and 
began  investing  in  securities  typically  reserved  for  wid- 
ows, orphans  and  trust  accounts.  This  fund,  an  open-end 
investment  company  ($58  million  assets),  invests  its  money 
principally  in  securities  carried  on  the  List  of  Legal  Invest- 
ments for  Trust  Funds  in  the  District  of  Columbia  or 
those  that  are  authorized  as  investments  for  California's 
Public  Employees'  Retirement  System.  Fletcher  claims  he 


chose  these  two  investment  guidelines  because  "they  are 
both  well  established  and  widely  recognized  throughout 
the  country." 

Ever  the  smart  salesman,  Fletcher  was  eyeing  a  huge 
potential  market  when  he  set  up  the  fund's  investment 
strategy.  In  the  fund's  sales  material,  Fletcher  makes  a 
strong  pitch  to  money  managers  who  have  fiduciary  re- 
sponsibilities. Explains  Walter  Losk,  vice  president  <>l 
marketing  services  for  Shareholders  Management:  "Law- 
yers, accountants,  and  bankers  probably  make  more 
investment  decisions  for  people  than  professional  mane) 
managers.  They  may  be  asked  to  make  decisions  on  some 
thing  they  know  nothing  about.  This  fund  at  least  puts  an 
option  before  them." 

Put  another  way,  Fletcher  is  searching  lor  new  ways  to 
recoup  his  past  losses.  Out  of  the  six  funds  the  linn  man- 
ages, four  have  had  heavy  net  redemptions,  including 
Legal  List.  Legal  List  is  performing  about  in  line  with  whal 
its  stodgy  new  name  would  suggest:  Last  year  its  net  u 
set  value  increased  15.2%  to  $7.14  a  share,  about  the 
same  performance  registered  by  the  Standard  &  Poor's  in 
dex  of  500  stocks.  ■ 
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Taking  Off 


British  Airways. 

Fueled  by 

British  government  money. 

There's  a  new  international  airline 
coming  over  the  horizon,  and  it  spells 
trouble  for  the  existing  international 
carriers,  particularly  Pan  American 
World  Airways.  It  will  have  the  most 
comprehensive  route  network  in  the 
world,  nearly  500,000  miles  to  200 
airports  in  84  countries,  vs.  Pan  Am's 
90,000  miles  to  120  airports  in  82 
countries.  Its  220  planes  will  make 
up  the  largest  international  fleet,  and 
it  will  be  the  largest  carrier  in  both 
seat-miles  and  ton-miles.  And  behind 
it  will  be  the  British  government's 
financial  resources. 

British  Airways  is  being  formed  by 
a  merger— not  yet  completed— of  Brit- 
ish Overseas  Airways  Co.  and  Brit- 
ish European  Airways,  whose  com- 
bined assets  total  $1.1  billion.  These 
assets  will  reach  $1.7  billion  in  the 
next  five  years.  That's  not  a  predic- 
tion; it's  a  certainty.  The  British  gov- 
ernment, which  owns  100%  of  BO  AC 
and  100%  of  BEA,  naturally  will  own 
100%  of  British  Airways,  and  the  gov- 
ernment plans  to  buy  enough  newly 
issued  stock  in  the  new  company. 

"We  will  be  a  formidable  com- 
petitor," says  David  Lancaster  Nicol- 
son,  50,  BA's  half-Canadian,  half- 
English  chairman. 

That's  a  typical  British  understate- 
ment. Not  only  will  British  Airways' 
route  structure  give  it  a  great  ad- 
vantage over  its  competitors;  its  fi- 
nancial structure  will  give  it  a  terrific 
advantage  over  U.S.  carriers.  If  they 
have  to  buy  equipment,  U.S.  carriers 
must  borrow  the  money  from  the 
banks  or  else  float  convertible  deben- 
tures, as  Pan  Am  did  recently— at  a 
heavy  interest  cost. 

BA  can  also  make  deals  with  other 
airlines  that  U.S.  carriers,  for  anti- 
trust reasons,  cannot.  For  example,  it 
has  a  joint  operations  arrangement 
with  Qantiis,  the  Australian  line,  and 
has  set  up  another  with  Air  India. 
And  it  is  discussing  with  Russia's 
Aeroflot  the  prospect  of  a  joint  Lon- 
don-Moscow-Tokyo route. 

British  Airways  will  particularly 
hurt  Pan  Am  because  BEA  has  an 
unparalleled  network  in  Europe.  It 
has  long  been  a  feeder  line  for  Pan 
Am.  Pan  Am  Chairman  William  T. 
Seawell  is  certain  his  company  will 
lose  some— unspecified— business  it 
has  been  receiving  from  BEA. 

Question:  How  long  can  U.S.  in- 
ternational carriers  take  this  kind  of 
competition?  ■ 
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Pleasure 
without  end. 

Whether  the  sun  shines  tomorrow,  or  it  rains. . 
Whether  you  finally  get  delivery  on  your  new 
car,  or  have  to  wait  another  week. . . 

Whether  alone,  or  in  the  company  of  friends. . 
We  offer  one  very  satisfying  pleasure  you  can 
count  on.  J&B  rare  scotch.  To  celebrate  or 
warm  the  uncertainties  of  life. 

JB 

RARE 
SCOTCH 

The  Pleasure  Principle. 
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American  Commercial  Barge  Line 
is  at  home  on 
America's  waterwa 


insurance. 


***;; 


X^r  S'l 


I -;      .                    American  Commercial  is  the 
biggest  inland  waterway  carrier  in 
America.  But  that's  only  part  of  their 
business.  They  operate  a  major  shipyard, 
build  barges  and  towboats  and  maintain  exten- 
sive terminal  facilities.  It  takes  a  professionally 
planned  and  skillfully  executed  insurance  program 
to  protect  an  operation  as  vast  as  this.  And  through  a 
Houston  insurance  agency— John  L.  Wortham  and  Son— 
and  The  Home  Insurance  Company,  it  has  exactly  that 
kind  of  insurance  protection.    _.  Jr_  


If  you'd  like  to  see  how  The  Home  of 

Insurance  can  perform  for  you,  in 

simple  or  complex  business  situations, 

afloat  or  ashore,  call  your  insurance 

broker.  Or  look  for  your  local  Home 

agent  in  the  Yellow  Pages. 


American  Commercial  Is  part  of  the  Inland  Waterways- Services  Division  of 
Texas  Gas  Transmission  Corporation 


THE  ^^   /^suRrjN 

HOME  WpaW 
OF  INSURANCE  ' 


THE  HOME  INSURANCE  COMPANY 
59  Maiden  Lane,  New  York,  N.Y.  10038 

Affiliates:  The  Home  Indemnity  Company 

City  Insurance  Company 

Federal  Life  and  Casualty  Company 

Peopl03-Home  Life  Insurance  Company  of  Indiana 

Seaboard  Surety  Company 


The  Forbes  Index 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


What  About 
Statistically 
Cheap  Stocks? 


The  rally  from  the  late  March  cli- 
max of  pessimism,  I  think,  easily 
could  carry  the  DJ  industrials  back  to 
a  little  better  than  1000;  but  I  am 
still  sold  on  the  idea  that  1973  will 
be  a  year  of  many  surprises  in  which 
fluctuations  of  speculative  and  invest- 
ment confidence  will  be  unusually 
wide.  This  year  the  stock  market  may 
be  the  best  purchase  when  psychology 
is  worst  and  the  best  sale  when  psy- 
chology is  best.  I'm  afraid  it  is  safer 
to  confine  forecasts  to  short  term  and 
intermediate  term,  and  to  avoid  being 
too  assertive  about  the  long  term. 

Just  now,  the  earnings  news  hardly 
could  be  better.  The  first-quarter  re- 
ports, in  many  cases,  are  just  short 
of  sensational.  The  second  quarter  also 
should  be  good.  In  the  second  half 
year,  however,  I  suspect  that  com- 
parisons with  1972  will  not  be  quite 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


as  inspiring.  Many  people  are  skep- 
tical about  second-half  automobile 
earnings,  and  that  is  the  reason  price/ 
earnings  multiples  for  the  motors  are 
so  low.  Sentiment  is  better  than  it  was 
through  most  of  the  March  quarter, 
but  nagging  doubts  are  not  entirely 
submerged. 

Low-Multiple  Stocks 

There  have  been  few  times  in  the 
past  ten  years  when  so  many  stocks 
have  sold  at  multiples  as  low  as  5  to 
11  times  per-share  earnings.  The  tab- 
ulation on  the  following  page  lists 
some  representative  stocks  that  sell  at 
5  to  9  times,  or  issues  with  multiples 
definitely  lower  than  10  times.  How 
cheap  are  these  stocks?  What  are  they 
likely  to  do  in  the  market? 

The  lower  multiples,  in  themselves, 
suggest  something.  It  may  be  a  lack 
of  confidence  in  the  company,  in  the 
industry,  or  just  in  the  management. 


It  certainly  is  prima-facie  evidence  of 
the  current  unpopularity  of  the  stock. 
In  some  cases  stocks  sell  at  low  mul- 
tiples simply  because  it  is  suspected 
that  the  companies  represented  lack 
the  element  of  growth— a  quality  that 
has  been  in  unusual  demand  for  the 
past  decade. 

The  other  side  of  the  coin  is  that 
sometimes  these  low-multiple  stocks 
eventually  become  growth  stocks,  and 
that  often  earnings  improve  rather 
than  deteriorate.  The  buyer  of  a  low- 
multiple  stock  is  buying  unpopularity 
rather  than  popularity,  and  paying  a 
"low"  price  rather  than  a  "high"  price. 
Furthermore,  at  7  times  earnings,  even 
if  profits  remain  only  constant,  the 
company  earns  the  price  of  the  stock 
in  seven  years;  but  at  30  times  earn- 
ings, assuming  a  20%  per-annum 
growth  rate,  in  seven  years  earnings 
will  be  only  abour  half  of  the  price 
paid  for  the  stock.  This  assumption, 
of  course,  is  purely  mathematical  and 
does  not  allow  for  the  influence  of  the 
growth  psychology  on  price. 

The  stocks  tabulated  (p.  88)  are 
not  necessarily  recommended  as  better 
than  those  selling  at  higher  P/Es;  but 
they  are  representative  of  what  is  ob- 
tainable in  their  classification.  The 
earnings  estimates  for  1973  inevitably 
are  preliminary,  and  are  based  to 
some  extent  on  judgment  which  may 
be  fallible.  I  feel  some  specific  com- 
ment, made  largely  to  explain  the 
low  multiples,  is  in  order.  The  fol- 
lowing  comment   is   intended   to   be 
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You  don't  have  to  give  up 
control  of  your  portfolio  and 
pay  a  percentage  fee  to  get 
competent  investment  counsel 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
dends— to  someone  to  manage  and  trade  at  his  discretion  on  a  per- 
centage fee  basis,  consider  the  alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel 
and  keep  complete  control  over  your  portfolio.  You  will  issue  buy  and 
sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be 
much  less  than  you  expect. 

The  Babson  organization's  68  years'  experience,  independent  re- 
search department,  modern  in-house  computer  plus  individual  atten- 
tion to  your  portfolio,  assure  you  of  unbiased,  professional  investment 
counsel  precisely  suited  to  your  particular  investment  aims  and 
needs.  Mail  this  coupon  for  complete  details. 


41  fo  babson's  reports  inc. 


Depi.  F-957 


Investment  Management  Division 

Weilesley  Hills.  Mass.  02181 
Founded  in  1904  by  Roger  W.  Babson 

Please  send   information  on  Babson's  Investment  Appraisal   and   Review  Counseling   Service. 

Name 

Street  &  No 

City. 


State. 


-Zip. 


INVESTIGATE  THE 


Established 
1950 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


I 
I 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 

NAME 


ADDRESS- 
CITY 


.STATE. 


.ZIP. 


--1 
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explanatory  rather  than  just  negative. 

The  low  P/E  of  Ford  Motor  and 
the  other  automotive  shares  is  based 
partly  on  the  idea  that  the  automo- 
bile cycle  may  be  near  its  peak  and 
that  per-share  profits  may  be  abnor- 
mally high.  Disenchantment  with  rail- 
road investments  may  explain  part  of 
the  low  P/E  ratios  of  Seaboard  Coast 
Line  and  Amsted. 

The  curse  of  just  being  a  conglom- 
erate is  reflected  in  U.S.  Industries, 
City  Investing  and  Studebaker-Worth- 
ington.  Theories  about  the  adverse 
influence  of  higher  interest  rates  on 
earnings,  which  may  be  wrong,  are 
a  factor  in  Federal  National  Mort- 
gage and  in  the  savings  &  loans  com- 
panies like  First  Charter  Financial, 
which  after  all  is  merely  representa- 
tive of  an  industry  group.  Peru  may 
be  overstressed  in  the  price  of  Cerro 
Corp.  and  the  possibility  of  a  smaller 
domestic  market  for  gasoline  addi- 
tives in  Ethyl. 

Midland  Co.  has  some  connection 
with  the  mobile  home  industry  (part- 
ly from  insurance  and  financing)  and 
that  industry  is  psychologically  in  the 
doghouse.  New  Kresge  competition  for 
Zayre  in  New  England  may  be  an 
exaggerated  influence  in  the  price 
of  this  low-profit-margin  company. 
Heavy  leverage,  a  two-edged  sword, 
is  reflected  in  Wheeling-Pittsburgh 
Steel.  National  Gypsum  is  an  example 
of  what  is  happening  to  the  shares 
of  most  of  the  companies  in  the  build- 
ing supply  industry. 

It  seems  to  me  that  the  earnings 
outlook  for  most  of  the  companies 
listed  on  the  table  below  is  better 
than  indicated  by  the  prices  of  their 
shares.  I  especially  like  Federal  Na- 
tional Mortgage,  Studebaker-Worth- 
ington  and  Midland  Co.  ■ 


The  Out-Of-Favor  Stocks 

—Earn. 

Per  Share 

Recent 

Prel. 

Ind. 

Company 

Price 

1972 

1973 

Oiv. 

Allied  Stores 

27 

$3.27 

$3.50 

$1.40 

American  Brands 

41 

4.52 

4.75 

2.38 

Amsted  Inds. 

36 

4.57 

4.75 

2.40 

Borg-Warner 

27 

3.02 

3.50 

1.35 

Cerro 

15 

2.32 

2.60 

0.60 

City  Investing 

13 

2.30 

2.40 

0.54 

Ethyl 

27 

4.03 

4.25 

0.90 

Fed.  Nat'l  Mort. 

14 

2.17 

2.50 

0.50 

First  Charter  Fin. 

19 

1.92 

2.00 

None 

Ford  Motor 

62 

8.52 

9.50 

2.80 

Goodrich 

25 

3.33 

3.60 

1.00 

Indian  Head 

22 

3.02 

3.25 

0.80 

Midland  Co. 

13 

2.37 

2.50 

0.30 

Nat'l  Gypsum 

15 

1.88 

2.00 

1.05 

Seaboard  C  L 

41 

5.96 

6.25 

2.20 

Stude. -Worth. 

43 

6.72 

7.00 

1.32 

U.S.  Inds. 

14 

2.30 

2.35 

0.65 

UV  Inds. 

27 

3.72 

4.50 

1.08 

Wheeling-Pitts.  Steel  18 

2.78 

4.50 

None 

Zayre  Corp. 

17 

2.31 

2.40 

None 
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Inflation  Psychology 


Now  that  our  direct  involvement  in 
Vietnam  has  ended  and  this  sad  epi- 
sode has  moved  into  the  pages  of 
history,  inflation  has  become  the  na- 
tion's primary  concern.  What  used  to 
be  the  subject  of  academic  discussion 
among  economists  is  now  front  page 
news.  It  goes  without  saying  that  this 
gradual  shrinkage  of  the  dollar's  buy- 
ing power,  which  has  gone  on  year 
after  year  since  the  end  of  the  Great 
Depression  of  the  1930s,  is  a  very  se- 
rious problem  indeed.  What  is  sur- 
prising are  the  often  naive  ways  in 
which  solutions  are  sought. 

It  is  a  gross  oversimplification  to 
blame  the  high  cost  of  meat,  not  to 
mention  fish  and  other  foods,  on 
"inflation."  Ceilings  on  prices  will  not 
establish  a  balance  between  demand 
and  supply;  in  fact,  they  may  hinder 
it  by  keeping  the  demand  high,  while 
possibly  retarding  an  increase  in  sup- 
ply. To  tamper  with  the  basic  func- 
tion of  a  free  market  is  at  best  in- 
effectual; at  worst,  it  is  dangerous. 

I  am  also  completely  puzzled  by 
the  attitude  of  the  Fed  and  certain 
members  of  Congress  in  the  vetoing 
of  increases  in  the  banks'  prime  lend- 
ing rates  because  such  raises  would 
contribute  to  inflation.  The  opposite 
is  true.  Interest  rates  should  be  high 
in  order  to  restrain  excessive  use  of 
credit,  which  merely  increases  the 
demand  for  goods  and  services. 

Wall  Street  obviously  is  not  happy 
with  the  way  things  are  going.  The 
public's  preoccupation  with  inflation 
does  not  augur  well  for  the  outcome 
of  the  negotiations  of  the  many  labor 
contracts  which  come  up  for  renewal 
this  year.  Official  "guidelines"  are  un- 
likely to  keep  wage  demands  within 
tolerable  limits.  Whether  the  affected 
industries  will  take  strikes  or  accept 
whopping  increases  in  labor  costs  is 
conjectural,  but  the  stockholder  will 
pay  the  bill  either  way. 

When  after  the  end  of  the  First 
World  War  inflation  in  Germany  got 
completely  out  of  control,  it  ended 
with  the  dollar  worth  4.2  trillion 
marks  and  the  hapless  Germans  fled 
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into  Sachwerte  (tangible  property). 
Anything  tangible  was  better  than 
cash.  So  far  this  phenomenon  has 
not  shown  up  in  this  country  to  any 
significant  extent  and,  hopefully,  we 
will  never  see  it.  I  begin  to  wonder, 
however,  whether  investors  may  not 
start  to  look  more  closely  at  the  tan- 
gible assets  of  certain  corporations. 

The  Natural  Resource  Shares 

Petroleum  analysts  have  always 
paid  more  attention  to  proven  and 
potential  reserves  of  oil  and  gas  than 
to  current  earnings,  as  reflected  in 
the  often  extremely  high  multiples  of 
exploratory  oil  companies.  This  is  not 
the  case,  however,  with  reserves  of 
iron  ore,  nonferrous  metals,  coal  or 
even  timber.  Prices  of  stocks  of 
such  companies  are  influenced  largely 
by  the  near-term  profit  outlook,  be- 
cause, in  contrast  to  oil,  there  is  no 
fear  of  an  imminent  shortage.  Never- 
theless, if  inflation  psychology  con- 
tinues to  grow,  some  investors  may  be 
attracted  by  natural  resource  stocks, 
most  of  which  are  selling  at  relatively 
modest  prices.  I  would  give  consid- 
eration to  Pittston  (29),  Eastern  Gas 
6-  Fuel  (26)  as  well  as  Kennecott 
Copper  (28),  whose  Peabody  Coal 
division  is  the  largest  U.S.  coal  pro- 
ducer. Also  U.S.  Steel  (33),  Bethle- 
hem (29)  and  Republic  Steel  (29)  as 
well  as  American  Metal  Climax  (34) 
and  Anaconda  (22).  By  the  way,  all 
these  stocks  held  up  comparatively 
well  during  last  month's  sell-off. 

Potential  buyers  of  these  stocks 
should  be  aware,  however,  that  in- 
stitutional investors  consider  them 
nongrowth,  cyclical  stocks  and  there- 
fore relatively  unattractive,  regardless 
of  price.  Obviously,  this  does  not  ap- 
ply to  the  oils. 

Inflation  has  little  adverse  impact  on 
businesses  that  deal  in  money,  like 
banks  or  insurance  companies,  provid- 
ed they  keep  their  operating  expenses 
under  control.  The  numbers  simply 
grow  apace  with  inflation.  Whether 
you  insure  your  life,  your  home,  or 
your  car,  the  amounts  required  have 
about  tripled  during  the  past  30  years 
or  so— a  kind  of  "automatic  growth." 


My  favorite  bank  stock  remains 
First  National  City  (78),  although  the 
price  has  moved  up  quite  steeply  dur- 
ing the  past  year,  an  exception  rather 
than  the  rule  among  bank  stocks.  First 
National  City's  management  is  gener- 
ally regarded  as  superior.  Its  foreign 
operations  are  extensive  and  lucrative. 
This  year's  earnings  may  reach  $4  a 
share,  up  from  $3.56  in  1972. 

Travelers  Corp.  (34)  is  the  second- 
largest  stock  insurance  company  in 
this  country.  Despite  eminently  satis- 
factory profits,  which  reached  a  new 
high  of  $3.51  last  year,  the  stock  has 
declined  more  than  25%  from  its  1972 
high  and  now  sells  at  less  than  10 
times  earnings.  This  I  believe  to  be 
an  unduly  low  valuation  of  a  high- 
status  stock  with  an  unbroken  divi- 
dend record  going  back  to  1864. 
Travelers  has  sold  above  its  present 
price  in  each  of  the  past  ten  years. 

Fears  that  higher  borrowing  costs 
would  squeeze  Fannie  Mae's  (Feder- 
al National  Mortgage,  14)  profit 
margins  have  cut  the  price  of  the 
stock  in  half,  from  a  1972  high  of 
27  to  a  recent  low  of  13/2.  This  evoked 
a  formal  statement  by  its  chairman 
that  he  expects  1973  earnings  to  be 
substantially  higher  than  last  year's 
record  of  $2.17  a  share.  It  seems  to 
me  that  this  stock  is  entitled  to  a 
more  generous  multiple  than  6  or  7 
times  current  earnings.  Fannie  Mae 
also  has  a  debenture  (4%s  of  '96) 
outstanding  which  is  convertible  into 
50.96  shares  per  $1,000  bond.  At  the 
present  price  of  87,  these  bonds  sell  at 
a  premium  of  13%  above  conversion 
parity.  The  current  return  is  5%. 

The  present  mammoth  offering  of 
over  $150  million  worth  of  common 
stock  of  American  Electric  Power 
(via  rights  to  shareholders)  has 
brought  the  price  of  the  stock  down 
to  a  point  where  the  yield  of  the 
$1.80  dividend  rate  exceeds  7%.  This 
may  not  appear  extraordinary,  be- 
cause higher  returns  are  easily  avail- 
able in  the  bond  market,  except  for 
the  fact  that  American  Electric  Pow- 
er—and the  same  goes  for  numerous 
other  electric  utilities— has  increased 
its  dividend  rate  in  every  single  year 
for  more  than  two  decades.  AEP  now 
pays  four  times  as  much  as  in  1952 
(43  cents)  and  nearly  twice  as  much 
as  in  1962  (95  cents).  From  an  in- 
come viewpoint,  the  investor  got  more 
than  full  protection  against  inflation, 
which,  of  course,  cannot  be  said  of 
bonds  where  the  interest  rate  is  fixed. 
No  one  can  guarantee  annual  divi- 
dend hikes,  but  I'm  sure  that  AEP 
and  others  will  try  their  damndest  to 
maintain  their  fine  records.  ■ 


Mr.  Schulz   column  will  be  in  the 
next  issue. 
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Wall  Street 
View 

By  Robert  Stovall 


Groping  For 
A  Bottom 


My  poor  attempts  to  rationalize  a 
little  optimism  have  had  little  effect. 
Now  all  I  can  think  of— logic  having 
failed— is  to  substitute  a  smiling  photo- 
graph for  the  dour  visage  which  has 
adorned  these  columns. 

My  Mother  always  told  me  that 
bottom  picking  was  dangerous  and 
possibly  injurious  to  my  health.  But 
what  can  change  the  basic  supply/ 
demand  imbalance  of  the  stock  mar- 
ket? Much  has  been  made  of  com- 
pany managements  buying  in  their 
own  shares.  So  far  over  200  have 
announced  the  intention  of  starting 
a  buy-in  program  though  not  all 
have  been  specific.  Granted  that  no- 
body knows  when  a  stock  is  truly  a 
bargain,  can  200  managements  be 
wrong?  I  doubt  it.  But  what  makes 
these  repurchasing  programs  impor- 
tant is  that  they  are  producing  buy- 
ing power  in  a  marketplace  that  is 
used  to  corporations  adding  to  rather 
than  shrinking  the  supply  of  shares. 

One  of  the  principal  bearish  argu- 
ments of  late  1972-early  1973  was 
that  the  new  issue  flow  would  be  so 
substantial  that  it  would  sop  up  more 
funds  than  could  be  channeled  from 
other  alternative  investments.  Just  the 
opposite  has  been  taking  place.  The 
new-issue  calendar  is  barren.  When 
managements  originally  went  public, 
they  were  sellers  of  their  shares.  Via 
the  repurchase  ploy,  in  a  market 
sense,  it  looks  almost  as  though  they 
are  covering  their  shorts.  By  my  own 
rough  guess,  corporate  share  repur- 
chasing can  amount  to  10%  of  daily 
volume.  With  annual  meeting  season 
in  full  swing,  I  expect  that  a  rapid 
pace  of  new  stock  purchase  an- 
nouncements will  be  maintained. 

Another  substantial  source  of  buy- 
ing power  which  in  time  may  shift 
the  supply/ demand  equation  for  equi- 
ties is  foreign  buying— not  just  for 
portfolio  purposes  but  for  minority 
interest  in  U.S.  corporations,  if  not 
absolute  control.  One  source  calculates 
that  total  overseas  investment  by  U.S. 
corporations  approaches  $480  billion. 
Turnabout  being  fair  play  these  days 
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in  international  relations,  it  is  only  a 
matter  of  time,  in  my  opinion,  be- 
fore substantial  amounts  of  the  $80 
billion  in  credits  held  by  foreigners 
begin  an  accelerated  flow  into  the 
U.S.  Early  signs  have  been  the  tender 
bids  and  joint  venture  announcements 
emanating  from  foreign  managements 
in  the  last  two  months. 

Three  Japanese  companies,  Mitsu- 
bishi, Hitachi  Metals  and  Nippon  Sei- 
ko, have  announced  their  first  man- 
ufacturing investments  in  the  U.S.; 
each  through  a  joint  venture  with  a 
U.S.  company.  Slater,  Walker  Securi- 
ties Ltd.  of  London  has  announced 
a  tender  for  65%  of  Franklin  Stores 
via  its  U.S.  merchant  banking  arm. 
Italian  financier  M.  Sindona  bought 
over  50%  of  Talcott  National. 

Last  year,  net  purchases  of  Ameri- 
can equities  by  foreigners  came  to 
$2.27  billion,  slightly  in  excess  of 
$2.26  billion  bought  by  foreigners  on 
balance  in  the  halcyon  year  of  1968 
and  over  three  times  as  much  as  over- 
seas investors  acquired  in  1971.  Some 
predictions  are  that  foreign  buying 
of  U.S.  stocks  could  rise  to  $4  billion 
this  year  and  as  much  as  $5.5  billion 
in  1974.  Once  it  appears  that  there 
will  be  no  further  dislocations  in  in- 
ternational currency  relations,  at  least 
for  a  while,  this  trend  might  be  more 
discernible.  At  any  rate,  foreign  buy- 
ing seems  to  be  running  at  a  pace 
roughly  equivalent  to  corporate  buy- 
in  programs. 

The  thrust  behind  this  value-hunt- 
ing approach  by  foreigners  and  cor- 
porate managements  might  be  what 
finally  diverts  investor  attention  away 
from  the  top  quality  growth  stocks, 
which  have  been  the  only  positive 
performing  segment  of  the  two-tier 
market  since  1971.  There  is  no  short- 
age of  statistical  evidence  to  prove 
that  many  stocks  are  attractive  by 
old-fashioned  statistical  yardsticks. 
Using  book  value  as  a  measure,  rea- 
sonably well-known  stocks  such  as 
Allis-Chalmers,  First  National  Stores, 
Lykes-Youngstown,  General  Refrac- 
tories and  Revere  Copper  are  selling 
at  or  under  one-third  of  book  value. 
Among  stocks  that  have  been   men- 


tioned favorably  in  this  column  over 
the  last  several  years,  Reynolds  Met- 
als is  available  at  less  than  half  of 
book  while  Anaconda  and  Stokely- 
Van  Camp  are  available  for  around 
two-thirds  of  book  value. 

A  more  valid  value-measuring  tool 
in  my  opinion  is  the  price/ earnings 
multiple.  I  can  pick  ten  stocks  selling 
below  10  times  earnings  that  I  have 
a  warm  feeling  for,  but  anybody  could 
pick  his  own  package— the  list  is 
certainly  long  enough.  A  sampling 
would  be  Bethlehem  Steel,  Cluett,  Pea- 
body,  Continental  Can,  FMC  Corp., 
Ford,  Goodrich,  International  Har- 
vester, Owens-Illinois,  R.  J.  Reynolds 
Industries  and  Woolworth. 

Generally  speaking,  I  find  the  pres- 
ent an  excellent  time  to  prepare  at- 
tractive lists  and  I  find  that  there  are 
a  great  many  stocks  I  would  like  to 
buy  with  my  own  money.  This  to 
me  is  a  leading  indicator  that  times 
are  going  to  get  better  and  soon. 

An  Ambivalent  Bellwether 

On  Feb.  20,  the  closely  watched 
General  Motors  Bellwether  gave  a 
"buy"  signal  as  it  managed  to  move 
through  four  calendar  months  from 
Oct.  17,  1972  without  selling  below 
73/8,  the  previous  low  of  a  "sell" 
signal  waiting  period.  The  Bellwether 
had  previously  changed  from  a  buy 
to  a  sell  stance  on  Aug.  7,  1972, 
when  the  Dow  Jones  industrial  aver- 
age was  at  the  955  level.  Under  the 
theory  as  I  interpret  it,  GM's  closing 
price  of  75JS  on  Feb.  20  (the  day 
following  a  three-day  weekend)  is 
the  new  measuring  point  which 
must  be  exceeded.  If  it  is  exceeded, 
we  can  extend  the  present  buy  posture 
of  the  signal  longer  than  the  mini  muni 
four  months.  Otherwise,  the  buy  sig-  I 
nal  will  expire  on  June  20,  1973. 

I  use  the  word  ambivalent   in   the 
head  above  because  this  Oct.  17- Feb.  j 
17  period  contained  not  only  clusters   } 
of  official  holidays,  but  also  two  days  J 
during  which  the  markets  were  closed 
for   the   burials   of   former   Presidents 
Truman   and   Johnson.   Some   statisti- 
cians    might     argue    that    the    four-  1 
month  waiting  period  should  be  ex-  1 
tended  by  a  few  days.  It  is  a  meaning- 
ful   question    this    time    because    on  I 
Monday,   Feb.   26,   GM   broke   below 
73J8  touching  72&  that  day.  On  Mar.  | 
23  GM  sold  down  to  71. 

Despite  many  obvious  defects  ol 
intellect  well  known  to  readers  ol  this 
column,  I  am  not  reluctant  to  take  a 
position.  I  will  opt  this  time  for  the 
adherence  to  the  four-month  wait, 
with  no  fudging  lor  holidays,  and  go 
on  record  as  saying  that  I  interpret 
the  Bellwether  as  being  in  an  "all 
clear"  posture   unless   or   until   proven 

otherwise  in  late  June.  ■ 
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Send  today  for  this  timely  stock  market  information  package. 
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Natural  Gas  Inflation 

Are  they  emerging  as  Growth  Stocks? 
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Columbia  Gas 
Fla.  Gas 
Panhandle  Eastern 

Cable  TV 

Which  does  United  recommend? 

American  TV  General  Inst 

Cox  Broadcasting  TelePrompTer 
Cox  Cable  Warner  Commun 

25  Active 

Weil  known  stocks 


Am  Motors 
Am  Tel  &  Tel 
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Chrysler 
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Exxon 
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Gen  Motors 
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Gulf  Oil 
ITT 
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Pan  Am  Air 
RCA 

Sperry  Rand 
Southern  Co 
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Westinghouse 


16  Stocks  to  consider 

If  inflationary  pressures  and  expectations 
build  up  again  over  the  months  ahead, 
United  believes  investors  should  analyze 
their  holdings  to  make  sure  they  offer  as 
much  protection  against  inflation  as  is 
reasonably  possible.  United  weighs  the  profit 
and  risk  in  16  stocks  that  we  believe  should 
do  well  during  inflation,  and  recommends 
them  as  buys. 

Color  TV 

Which  does  United  favor? 
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Magnavox  Co  Sony  Corp 
Motorola,  Inc.      Zenith  Radio 
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Indicators 
In  Reverse 


Is  most  analyses  of  stocks  and  fore- 
casts for  stock  markets,  there  is  a 
great  deal  of  technical  verbiage. 
Many  technical  factors  undoubtedly 
play  a  role  in  the  predictions  of  stock 
market  analysts  and  columnists.  How- 
ever, in  addition  to  the  cold  data, 
every  prognosticator  relies  on  indica- 
tors that  rather  defy  description  and 
analysis.  An  example:  A  friend  of 
mine  who  has  been  extraordinarily 
successful  in  the  performance  derby 
and  whose  judgment  on  individual  se- 
curities I  value  highly,  at  the  same 
time  has  an  almost  perfect  record  in 
predicting  the  direction  of  the  stock 
market:  He's  practically  always  wrong! 

A  Foreign  Licking 

Another  indicator  that  I've  found 
to  be  useful  is  the  activity  of  foreign 
investors.  This  means  both  the  in- 
vestments by  Americans  abroad  and 
the  investments  by  foreigners  in  the 
U.S.  Let  me  concentrate  on  the  for- 
mer. It  is  not  a  secret  that  American 
investors,  by  and  large,  have  taken  a 
licking  when  venturing  abroad.  I 
have  alluded  to  this  in  a  previous 
column  (Forbes,  Nov.  15,  1972)  on 
Holland.  In  that  connection,  I  men- 
tioned the  heavy  British  buying  in  the 
Dutch  market  as  a  danger  signal.  Yet 
despite  this  I  recommended  the  pur- 
chase of  three  leading  Dutch  compa- 
nies (which,  incidentally,  have  done 
rather  well  in  the  meantime).  Evi- 
dently then,  the  "foreign  investors  are 
always  wrong"  indicator  holds  true 
only  selectively.  The  ability  to  tell 
when  a  given  indicator  is  going  to 
work  and  when  it  won't  probably 
spells  the  difference  between  success- 
ful and  unsuccessful  investing.  But 
back  to  the  experience  of  Americans 
abroad. 

In  the  late  Fifties  and  early  Sixties 
there  was— by  then  prevailing  stan- 
dards—a massive  flow  of  institutional 
money  into  the  continental  European, 
principally  the  Dutch  and  German, 
markets.  It  proved  to  be  a  costly  ex- 
perience. While  the  initial  commit- 
ment had  somewhat  the  character  of 


Mr.    Oechsle    is    a    vice    president    of    Arnhold    and 
S.  Bleich:  leder.  Inc.,  investment  bankers. 


a  self-fulfilling  prophecy,  with  Ameri- 
can buying  pushing  up  prices,  the 
subsequent  liquidation  had  an  equally 
lethal  impact  on  the  downside. 

As  a  result  of  having  been  burned 
in  both  Europe  and  Japan,  the  Inter- 
est Equalization  Tax  and  the  bull 
market  in  Wall  Street,  American  insti- 
tutional investors  took  a  very  skepti- 
cal and  selective  approach  through- 
out the  Sixties,  when  there  were  some 
very  interesting  moneymaking  oppor- 
tunities abroad.  A  flurry  of  interest 
in  Japan  in  1969-70  again  did  not 
prove  very  rewarding  as  most  Ameri- 
cans had  just  sold  out  as  the  market 
took  off  on  a  sustained  rise  that  saw 
prices  of  many  stocks  (not  necessarily 
those  previously  favored  by  Ameri- 
cans) go  up  manyfold. 

On  the  other  hand,  if  the  record 
was  all  that  one-sided,  meaning  that 
American  investors  would  always  be 
wrong  when  venturing  abroad,  things 
would  be  entirely  too  simple  and  my 
own  activity  in  the  area  of  foreign 
investment  totally  superfluous.  In 
other  words,  there  are  exceptions  to 
the  rule.  Rank  Organisation  is  a  case 
in  point.  Americans  have  bought  more 
than  half  the  company's  outstanding 
stock,  while  the  British  have  been 
expecting  the  price  of  the  stock  to 
collapse  all  along.  In  the  meantime 
the  stock  has  gone  from  the  equiva- 
lent of  $1.50  some  six  or  seven  years 
ago,  to  as  high  as  $17,  and  is  cur- 
rently still  selling  at  $12. 

Sony,  the  exceptionally  well-man 
aged  Japanese  consumer  electronics 
company,  is  another  example  <>l  a 
foreign  stock  in  which  American  in- 
vestors have  profited  handsomely.  An- 
other example  that  stands  out  in  in\ 
personal  experience  is  Pctrofina.  the 
Belgian-based  international  oil  com 
pany.  I  recommended  the  stock  origi- 
nally at  $65,  at  little  more  than  10 
times  earnings  and  with  ver\  exciting 
and  quite  clearl)  defined  prospects 
in  the  North  Sea.  A  well-documented 
effort  to  interest  American  Investors 
in  the  slock  met  with  rather  limited 
success.  Today,  with  the  stock  having 

nearly  tripled,  interest  is  much  more 
widespread.    In    Other   words,    a   coup 
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for  those  who  bought  a  few  years 
ago,  but  quite  possibly  a  pitfall  for 
those  becoming  interested  in  it  now. 

Another  example:  Ultramar.  I  first 
mentioned  the  stock  at  the  equivalent 
of  $9.50  in  the  May  15  issue  last  year 
because  of  the  speculative  appeal  of 
its  Indonesian  oil  potential.  In  the 
meantime  the  stock  has  been  a  very 
poor  performer  and  is  currently  sell- 
ing at  $6.50.  Judging  by  my  fan 
mail(!)  more  people  appear  to  have 
acted  on  that  one  bum  recommenda- 
tion than  on  all  my  other  recommenda- 
tions (which  did  include  some  win- 
ners). Not  that  Ultramar  is  about  to  file 
for  bankruptcy.  It  simply  belongs  to 
that  category  of  stocks  that  flourish 
in  a  more  speculative  stock  market 
environment— and  that  we  certainly 
have  not  had  in  the  last  year  or  so, 
neither  in  the  U.S.  nor  the  U.K.  Need- 
less to  say,  at  current  depressed  prices 
there  is  little  American  interest  in  the 
stock  though  the  longer-term  pros- 
pects continue  to  be  promising. 

Of  course,  American  investors 
haven't  been  the  only  ones  fleeced 
when  investing  abroad.  The  record  of 
the  Europeans  in  the  American  and 
other  foreign  markets  is  equally  im- 
pressive. The  most  recent  example  was 
their  feverish  buying  activity  in  the 
last  two  months  of  1972,  which,  inci- 
dentally, made  me  rather  cautious  on 
the  U.S.  market  early  this  year. 

Sellers  Signal  an  Uptrend 

I  have  repeatedly  mentioned  Phil- 
ips Lamp,  the  Dutch  multinational 
consumer  electronics  giant.  The  stock 
has  performed  well,  just  having 
reached  the  $20  level.  The  funda- 
mentals of  the  company,  however, 
have  done  even  better.  Earnings  for 
1972,  on  the  American  accounting 
basis,  reached  $2.20  per  share,  at 
least  10%  more  than  anyone  had  been 
expecting.  The  color  television  boom 
in  Europe,  along  with  drastic  cost- 
cutting  measures,  have  been  chiefly 
responsible  for  the  turnaround.  Earn- 
ings in  the  current  year  should  reach 
$2.75  and  no  end  to  the  uptrend  is 
currently  in  sight. 

So  much  for  the  verbiage  which  I 
decried  at  the  outset  of  this  column. 
What  really  clinches  the  argument 
in  favor  of  Philips  is  the  fact  that 
Americans  have  been  steady  sellers 
of  the  stock!  Ten  years  ago,  nearly 
35%  of  the  company  was  owned  in 
the  U.S.  By  the  end  of  1971,  the 
figure  had  declined  to  11%.  In  the 
course  of  1972  alone,  2.7  million 
shares  were  sold  by  Americans  and 
in  the  first  three  months  of  1973 
an  estimated  600,000  more  shares 
have  been  "re-exported"  from  the 
U.S.  Few  stocks  have  that  much  go- 
ing for  them.  ■ 
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Market 
Trends 

By  Martin  T.  Sosnoff 


The  Great  Silent 
Bank  Pool 


My  last  Forbes  column  at  year-end 
was  effusively  optimistic:  ".  .  .  an  old- 
fashioned  Dow  Jones  rally  is  going  on, 
and  it  would  be  a  mistake  to  under- 
estimate its  virility  and  longevity.  If 
anything,  there  is  a  large  residue  of 
disbelief  and  skepticism  that  the  cor- 
porate giants  can  put  it  all  togeth- 
er. ..  .  The  day  of  the  big  corporation 
is  at  hand  again  and  many  earnings 
records  are  going  to  be  made  during 
1973.  The  Dow  will  tack  on  150 
points  this  year.  General  Motors  and 
American  Telephone  will  outperform 
any  growth  stock  index  you  care  to 
compile  if  for  no  other  reason  than 
historical.  The  big  goods  are  much 
cheaper  today  than  in  many  years.  If 
the  earnings  come  through  as  they 
should,  relative  value  will  demand 
its  day  in  the  limelight.  The  gap  will 
continue  to  close  between  value  and 
growth  in  favor  of  value." 

So  be  it.  Never  in  all  my  life  was 
I  proved  wrong  so  fast.  By  the  time 
I  figured  out  what  had  happened, 
the  market  had  taken  my  pants  down 
and  ripped  my  shoes  off  in  the  process. 
Yet  there  was  scarcely  a  ripple  in  the 
Standard  &  Poor's  index,  which  by 
the  end  of  March  was  off  only  5%.  If 
you  were  a  white-shoe  money  mana- 
ger holding  nothing  but  the  big 
growthies,  you  would  have  slept 
soundly  throughout  the  whole  epi- 
sode. And  if  you  were  betting  on  the 
Dow  Jones  stocks  and  other  cyclical 
goods  for  your  performance  in  1973, 
it  was  time  to  look  for  a  job  pushing 
spaghetti  in  a  nice  roadside  stand. 
You  had  already  lost  your  stake. 

What  I  should  have  concluded  at 
year-end  was  that  maybe  10%  of  the 
market  would  sell  like  the  Dow  was 
at  1200  and  the  other  90%  would  act 
like  the  market  was  .at  600  and  no- 
body eared.  Actually,  that  fairly  sum- 
marizes what  has  happened.  The  ta- 
ble at  right  is  indicative  of  the  two- 
tiered  market  system  that  is  now  a 
way  of  life.  There  are  the  haves  and 
the  have-nots.  You  either  belong  to 
the  right  club  or  you  cry  out  in  the 
streets  that  justice  is  a  whore. 


A  guest  columnist,  Mr.  Sosnoff  is  a  general  partner 
of  Atalanta  Partners,  New  York. 


Today,  managements  are  crying 
themselves  to  sleep  because  they  don't 
understand  the  stock  market.  They  do 
everything  right  for  a  change  and 
get  marked  down  for  it.  Too  many 
are  stubborn  men  who  think  they 
know  what  value  is.  There  has  never 
been  a  period  in  recent  history  when 
more  companies  have  been  buying 
in  their  stock  because  they  think  it  is 
the  only  way  to  recreate  their  equity 
values.  Gulf  Oil  repurchased  over  6% 
of  its  capitalization  for  more  than 
$300  million.  These  companies  are 
probably  wrong.  Equity  values  are 
created  by  liquidity,  and  liquidity  is 
reduced  when  you  buy  in  an  out-of- 
fashion  piece  of  goods.  Unless  money 
managers  can  buy  and  sell  a  security 
in  size  they  will  avoid  it  at  any  price. 

Value  today  is  what  the  money 
managers  say  it  is.  There  is  no  such 
concept  that  a  stock  is  selling  too 
cheap.  Intrinsic  value  prevails  only 
when  you  have  a  free  auction  market, 
a  market  that  is  made  by  men  who 
are  buying  for  themselves  to  hold 
forever  for  a  reasonably  good  rate  of 
return.  When  a  professional  buys  a 
stock,  he  is  buying  it  to  outperform 
the  averages.  It  looks  better  for  him 
if  he   buys    IBM    and   it   goes   down 

The  Two-Tiered 
Market  of  Early  1973 


Year-end 

Recent 

Pet. 

Company           1972  Price 

Price 

Change 

The  Have-Nots 

Kidde 

29 

22 

-24 

Leasco 

19 

12 

-37 

Gulf  &  Western 

34 

28 

-18 

LCA  Corp. 

38 

23 

-39 

Chrysler 

41 

34 

-17 

Eastern  Air  Lines 

22 

15 

-32 

Dev.  Corp.  of  Amer 

.   40 

23 

-43 

First  Charter  Fin. 

29 

19 

-34 

Washington  Post 

38 

26 

-32 

S&P  500 

118 

112 

-5 

The  Haves 

Burroughs 

217 

239 

+  10 

IBM 

402 

438 

+  9 

Polaroid 

126 

132 

+  5 

Xerox 

149 

154 

+  3 

Exxon 

87 

95 

+9 

Hughes  Tool 

43 

47 

+9 

96 
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How  well 

should  you  expect  a 

$10,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  capital  working  continually  to  achieve 
these  goals.  Yet,  perhaps  for  reasons  beyond 
your  control,  you  may  find  that  it  is  not 
growing  as  well  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  64  countries  use  The  Danforth 
Associates  Investment  Management.  The 
professional  supervision  it  offers  can,  we 
believe,  work  to  balance  the  risks  of  com- 
mon stock  investments  and  help  you  better 
achieve  your  capital  goals. 

If  you  now  have  $10,000  or  more  in  cash 
or  securities,  find  out  how  you  can  place 
all  or  part  of  it  under  management. 

A  complimentary  copy  of  our  42-page 
report,  describing  this  tested  plan,  its  com- 
plete 15-year  "performance  record,"  and 
how  it  may  help  you  now,  will  be  mailed 
upon  request.  Simply  write  Dept.  Y-41. 

the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    .    Incorporated  1936 
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ALL  NYSE  -  ASE  STOCKS! 

Big  352-page  volume  includes  charts  on  all 
NYSE  &  ASE  common  stocks,  posted  thru  Weds. 
April  25:  printed  by  electronic  computer.  You 
also  get  P&F  Charts  on  98  Industry  Groups:  27 
leading  technical  indicators:  analysis  of  DJIA 
Chart;  plus  DJIA  Chart  projected  1  year  ahead. 

Whether  you  are  fundamentalist  or  technician, 
this  indispensable  tool  will  guide  you  in  your 
investment  decisions.  Use  these  up-to-date  price 
histories  t<5  review  your  market  positions  and  be 
ready  for  any  market  turn. 

Send  check  for  $17.50  (which  includes  postage)  to: 

CHARTCRAFT   CHART    BOOK 

Dept.   F-188 
1  West  Ave.,  Larchmont,  N.Y.  10538 

N.Y.  State  add  applicable  tax.  N.Y.  City  add  7%  tax. 


BUSINESS 

PEACE  CORPS 

VISTA 

MBAs,  BBAs,  accountants,  people  with  busi- 
ness experience:  volunteer  overseas  &  in  U.S. 
Information:  Bruce  Mazzie,  ACTION,  OCP 
Box  4,  Washington,  D.C.  20525 


than  if  he  buys  Leasco  at  4  times 
earnings  and  it  goes  up.  Nobody  is 
paying  him  to  buy  Leasco.  IBM  will 
come  back  eventually  if  he  overpaid 
for  it.  Who  knows  if  Leasco  will  ever 
come  back?  These  are  the  dialectics 
of  an  institutionalized  stock  market. 

How  did  it  all  start  and  how  does 
it  end?  During  the  Sixties,  banks  did 
not  make  money  for  their  clients. 
Corporate  pension  funds  languished 
with  3%  rates  of  return  per  annum 
while  the  market  was  booming.  Now 
the  pension  fund  segment  is  a  couple 
of  hundred  billion  dollars  and  it  grows 
close  to  10%  a  year  in  terms  of  cash 
flow.  The  banks  thought  they  were 
vulnerable  to  independent  money  man- 
agement organizations  that  were 
springing  up  all  over  the  country. 
Gradually  the  independents  began 
to  receive  from  corporate  treasurers 
pension  fund  segments  that  normally 
were  earmarked  for  the  bank  trust 
departments. 

The  Performing  Banks 

Nobody  likes  to  lose  share  of  mar- 
ket. Although  there  are  not  enough 
independent  money  managers  around 
with  the  documented  track  record  and 
organizational  depth  to  compete  seri- 
ously with  the  banks  for  the  hundred- 
million-dollar  class  accounts,  the  big 
banks  simply  adopted  the  investment 
strategy  of  their  competitors.  They 
moved  into  the  performance  game. 
The  report  card  was  simply  telescoped 
to  a  yearly  thing.  And  if  your  time 
span  was  now  one  year,  you  no  longer 
held  out-of -fashion  merchandise  for 
the  next  cycle.  Growth,  of  course, 
never  goes  out  of  style.  Growth  is 
what  the  market  is  all  about.  If  you 
have  above-average  growth  you  don't 
need  rinky  dink  stories  on  acquisitions, 
cyclical  turnarounds  or  high  yielding 
utilities  in  the  portfolios.  The  biggest 
growth  companies,  like  IBM,  are  also 
the  biggest  capitalizations,  and  they 
also  can  absorb  tremendous  amounts 
of  new  cash  available  for  investment. 

The  banks  have  decided  that  there 
is  less  to  lose  playing  growth  than 
buying  statistically  cheap  securities. 
Their  money  managers  point  to  the 
Standard  &  Poor's  index,  which  is 
presently  yielding  about  3%  and  whose 
500  stocks  are  growing  annually 
about  5%.  Let's  say  IBM's  growth  rate 
eventually  slows  to  5%  and  the  com- 
pany pays  out  75%  of  earnings.  If 
earnings  were  a  dollar  a  share  and 
the  dividend  75  cents,  and  if  IBM 
conformed  to  the  index  and  yielded 
3%,  it  would  sell  at  $25  or  25  times 
earnings.  The  rationale  then  is  that 
there  is  probably  less  risk  buying  a 
growth  stock  at  35  times  earnings 
that  may  go  to  25  times  earnings  than 
there  is  owning  a  cyclical  stock  that 
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ARE  LEADING  THE  WAY  UP  ? 
SHOULD  YOU  BUY  THEM  NOW  ? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
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Load  vs.  No-Load  Reg.  $2 
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GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-4A,  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 
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A  NO-LOAD  Mutual  Fund 
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NEW  ERA 


FUND 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 

Name 

Address 

CitV                                               State 

7ip  Cnrle 

cat)   go  from  12  times  peak  earnings 
to  8  times  depressed  earnings. 

Now  when  everyone  plays  the  same 
tune  in  unison,  the  growth  stock  index 
rumbles.  A  typical  high-quality 
growth  index  in  1973  goes  for  3  times 
the  S&P  index,  and  historically  this 
has  proved  to  be  the  high-water  mark. 
At  market  bottoms,  the  growth  index 
is  usually  2  times  the  market  mul- 
tiple and  normally  a  good  buy,  such 
as  in  1962. 

End  of  a  Trend 

Those  corporate  treasurers  out  in 
middle  America  are  the  unsung  he- 
roes. It  is  they  who  have  whipped 
the  banks  into  joining  the  annual 
performance  game,  and  it  is  they  who 
indirectly  have  made  the  growth  stock 
index  sing.  There  is  nothing  wrong 
with  a  corporate  treasurer  looking  at 
his  pension  fund  as  a  profit  center.  If 
he  can  increase  the  rate  of  return, 
actuarial  assumptions  can  be  raised 
and  this  means  allocations  to  the  pen- 
sion fund  can  be  lowered  or  benefits 
may  be  broadened.  What  better  pres- 
ent to  his  president  can  there  be  than 
a  few  extra  pennies  per  share  to  earn- 
ings coming  from  the  pension  fund's 
performance? 

It  is  axiomatic  in  the  investment 
business  that  when  everyone  is  think- 
ing along  the  same  trend,  the  trend 
is  shortly  to  end  for  it  has  then  been 
overdone.  The  same  corporate  treas- 
urers who  indirectly  pushed  the  banks 
into  a  no-nonsense  12-month-report- 
card  accountability  could  push  them 
in  another  direction.  A  composite  fixed 
income  portfolio  with  high  quality 
can  be  composed  to  yield  8%  locked 
in  for  20  years.  This  would  include 
corporate  bonds  and  prime  real  estate 
mortgages.  An  8%  rate  of  return 
would  exceed  what  even  the  best 
money  managers  have  afforded  their 
clients  over  the  past  10  years,  which 
included  some  vintage  equity  markets. 

It  is  not  difficult  to  suppose  that 
before  long  a  counter-revolution  will 
set  in,  and  those  tough  financial  of- 
ficers will  again  be  responsible.  "We 
have  decided,"  they  will  say,  "that 
it  is  no  longer  necessary  to  be  greedy. 
Eight  percent  stretching  out  into  the 
sunset  is  a  beautiful  rate  of  return 
and  we  will  be  happy  with  it.  We 
want  to  go  back  into  bonds  start- 
ing tomorrow." 

The  dialectics  of  the  great  silent 
growth  pool  then  is  simple.  Everyone 
has  done  so  well  at  it  that  the 
trend  is  about  to  end.  The  deus  ex 
machina  is  the  financial  vice  presi- 
dent of  General  Motors  or  somebody 
like  him.  I  am  sure  Karl  Marx  would 
approve  of  this  scenario,  but  Shelley 
has  said  it  better:  "Look  on  my  works, 
Ye  Mighty,  and  despair."  ■ 


Just  being 

in  his  corner, 

you  can  be  a 

Saturday  hero. 

Every  boy  needs  a  man  on  his  side. 
Especially  if  he's  one  of  America's 
two  million  fatherless  boys.  These 
young  sluggers  need  someone  to 
steer  them  straight.  Someone  to 
channel  their  energies.  Someone  to 
respect  and  talk  with.  You  can  be 
that  someone,  simply  by  sharing  a 
few  hours  each  week  with  a  boy, 
doing  whatever  you  want  together. 
It's  that  easy  to  be  a  hero  to  a  boy. 
Saturday  or  anyday.  Call  your  local 
Big  Brothers.  Today. 

Be  a  Big  Brother. 
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Enthusiasm  is  energy  boiling  over 
and  running  down  the  sides  of 
the  pot. 
Arnold  Glasow 


For  it  is  the  willingness  of 
people  to  give  of  themselves  over 
and  above  the  demands  of  the  job 
that  distinguishes  the  great  from 
the  merely  adequate  organization. 
Peter  Drucker 


Prudence  is  a  presumption  of 
the  future,  contracted  from  the 
experience  of  time  past. 
Thomas  Hobbes 


The  trouble  with  complete 
security  is  its  drab  monotony.  A 
life  without  the  impetus  of  work 
and  struggle  is  only  half  a  life, 
and  most  of  us  would  settle  down 
to  complete  inertia  if  we  did 
not  have  to  work  to  eat. 
Cid  Ricketts  Sumner 


The  darkest  hour  in  the  history  of 
any  young  man  is  when  he  sits 
down  to  study  how  to  get  money 
without  honestly  earning  it. 
Horace  Greeley 


No  other  protection  is  wanting, 
provided  you  are  under  the 
guidance  of  prudence. 
Juvenal 


A  willing  mind  maks  a  light  foot. 
Scottish  Proverb 


Search  and  you  will  find  that 
at  the  base  and  birth  of  every 
great  business  organization  was 
an  enthusiast,  a  man  consumed 
with  earnestness  and  purpose, 
with  confidence  in  his  powers, 
with  faith  in  the  worthwhile- 
ness  of  his  endeavor.  Enthusi- 
asm is  the  electric  current  which 
keeps  the  engine  of  life  going 
at  top  speed. 

B.  C.  FORBES 


He  who  is  afraid  of  a  thing  gives 
it  power  over  him. 
Moorish  Proverb 


Many  things  which  cannot  be 
overcome  when  they  stand  together 
yield  themselves  up  when  taken 
little  by  little. 
Sertorius 


Let  not  thy  will  roar  when  thy 
power  can  but  whisper. 
Thomas  Fuller 


A  living  being  seeks,  above  all, 
to  discharge  its  strength.  Life 
is  will  to  power. 
Friedrich  Nietzsche 


To  do  anything,  to  dig  a  hole  in 
the  ground,  to  plant  a  cabbage, 
to  hit  a  mark,  to  move  a  shuttle, 
to  work  a  pattern— in  a  word, 
to  attempt  to  produce  any  effect, 
and  to  succeed,  has  something 
in  it  that  gratifies  the  lover 
of  power. 
William  Hazlitt 


Thank  God  every  morning  when  you 
get  up  that  you  have  something  to  do 
that  day  which  must  be  done, 
whether  you  like  it  or  not.  Being 
forced  to  work,  and  forced  to  do 
your  best,  will  breed  in  you 
temperance  and  self-control, 
diligence  and  strength  of  will, 
cheerfulness  and  content,  and  a 
hundred  virtues  which  the  idle 
never  know. 
Charles  Kingsley 


The  world  belongs  to  the  energetic. 
Ralph  Waldo  Emerson 


Nothing  is  so  contagious  as 

enthusiasm. 

Edward  Bulwer-Lytton 


Energy  is  the  only  life,  and  is 

from  the  body;  and  reason  is 

the  bound  or  outward  circumference 

of  energy.  Energy  is  eternal 

delight. 

William  Blake 


Where  the  willingness  is  great, 
the  difficulties  cannot  be  great. 
Niccol6  Machiavelli 


I  wish  I  was  as  sure  of  anything 
as  he  is  of  everything. 
Thomas  Macaulay 


More  than  3,000  "Thoughts"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales- 
tax:  New  York  Slate,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text  .  .  . 


Sent  in  by  Mrs.  Francis  L.  Warberg. 
Geneva,  HI.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


A  new  heart  also  will  I  give  you,  and  it 
new  spirit  will  I  put  within  you. 
Ezekiel  36:26 
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IF  YOU  NEED  ACOMPUTER  SYSTEM  CALL  IBM. 
IF  YOU  NEED  A  DUPLICATION  SYSTEM  CALL  XEROX, 
IF  YOU  NEED  A  DISTRIBUTION  SYSTEM  CALL  RYDER. 


My  name  is  Jim  Ryder.  Our  company  is  in  the  business  of  figuring  out  ways  for  your  company  to  have  the  mos 
efficient  distribution/transportation  system  possible.  That  means  studying  your  problems  from  beginning  t< 
end:  from  incoming  materials,  through  processing  or  production,  warehousing  and  inventory,  packaging,  righ 
up  to  final  delivery.  And  we'll  engineer  a  system  using  boats,  trains,  planes,  trucks,  submarines,  * 
or  rockets,  if  that's  what  it  takes.  We've  done  it  for  General  Motors,  we've  done  it  for  Bell  System, 
we've  done  it  for  Swift  &  Co.  We  can  do  it  for  you.  Write  me.  Ryder  System,  Inc.,  2701  South  Bay- 
shore  Drive,  Miami,  Florida  33133.  Or  call  us  toll-free:  (800)  327-6201 . 
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Side  Lines 


A  Funny  Smell 


Our  hats  are  off  to  our  competitors  at  The  Wall  Street  Journal  and  Barron's 
for  breaking  what  may  well  be  the  financial  story  of  the  year,  the  Equity 
Funding  scandal.  We  wish  we  had  broken  the  story.  We  can  bask  a  bit  in 
reflected  glory,  however:  Four  long  years  ago,  when  Equity  was  the  growth 
darling  of  Wall  Street  and  of  much  of  the  press,  Forbes  took  a  look  at  the 
company  and  its  boss.  The  article,  one  of  our  regular  "The  Money  Men" 
series,  is  reprinted  in  "Other  Comments"  on  page  17  of  this  issue.  Way 
back  in  1969  our  writer,  Howard  Rudnitsky,  had  no  way  of  knowing  that  a 
fraud  was  in  the  making;  in  fact,  the  company  probably  hadn't  yet  reached 
the  fraud  stage  when  he  wrote  the  piece.  But  we  did  know  one  thing: 
We  didn't  quite  like  the  smell  of  the  place.  Equity's  boss,  Stanley  Gold- 
blum,  a  former  scrap  dealer  and  meat  salesman,  didn't  impress  us  as  be- 
ing a  Captain  of  Industry.  Those  who  read  the  piece  were  certainly  unlikely 
to  have  been  caught  in  Equity's  toils.  Would  you  buy  an  insurance  policy 
or  a  mutual  fund  from  the  company  described  in  our  article? 

For  17  years  now,  Forbes  magazine  has  been  rating  mutual  funds,  and 
for  17  years  we  have  stubbornly  insisted  that  only  one  thing  counted: 
consistent  long-range  performance.  We  have  refused  to  use  our  rating  meth- 
ods to  measure  short-term  performance.  As  a  result,  the  go-go  funds  never 
did  look  particularly  good  in  our  studies.  The  reason  is  that  what  they 
may  have  gained  in  one  period,  they  frequently  lost  in  another. 

One  fund  that  consistently  looked  good  in  Forbes  surveys  was  the  Chem- 
ical Fund.  It  was  rarely  a  star,  but  year  in  and  year  out  it  did  nicely. 
This  consistent  virtue  is  currently  reaping  its  own  reward.  Chemical  Fund 
is  gaining  stockholders  at  a  time  when  most  mutual  funds  are  losing  them. 
The  story  is  on  page  54. 

When  we  started  our  new  column,  "The  Numbers  Game,"  we  promised 
that  we  would  do  more  than  carp  and  snipe  at  accountants.  We  said  we 
would  also  praise  good  performance.  Geoffrey  Smith  and  Subrata  Chak- 
ravarty do  just  that.  To  be  sure,  the  praise  is  hedged,  but  then,  that's  the 
nature  of  good  criticism:  You  point  out  the  bad  as  well  as  the  good— and 
vice  versa.  On  page  34. 

Since  the  late  Fifties,  Forbes  has  chronicled  the  Performance  Game  on 
Wall  Street.  When  the  game  first  started  in  the  late  Fifties,  we  saw  it  as  an 
improvement  over  the  timid  game  that  preceded  it,  but  we  scoffed  as  well 
at  the  new  game's  more  flamboyant  players.  In  this  issue,  Patricia  Dreyfus 
writes  about  a  money  manager  who  writes  off  the  whole  performance  game 
as  a  futile  exercise;  average  performance,  he  argues,  can  never  be  better 
than  average.  Has  Wall  Street's  wheel  come  full  circle?  See  "The  Money 
Men,"  page  46.   ■ 


Canadian  Pacific 

presents 

Highlights  from  92nd  Annual  Report 


1972  was  a  better  year.for  Canadian  Pacific.  Total 
earnings,  including  those  of  subsidiaries,  amounted  to 
$96.1  million,  or  $1 .29  per  Ordinary  share.  Before 
extraordinary  items,  earnings  were  at  an  all  time  high  of 
$94.2  million,  or  $1 .26  per  Ordinary  share.  Dividends  on 
the  Ordinary  stock  also  set  a  record  at  70$  per  share. 

Compared  with  1971,  total  earnings  were  up  $20.6 
million,  or28<j:  per  Ordinary  share;  excluding  extra- 
ordinary items  the  increase  was  $23.5  million,  or  32$  per 
share.  The  improvement  was  due  not  just  to  one  or  two 
areas  of  strength,  but  came  from  nearly  every  sector  of 
the  wide  range  of  the  Company's  activities.  Rail,  truck, 
and  air  transport  and  telecommunications  all  showed 
earnings  gains.  The  exception  in  the  transportation  area 
was  ships. 

Growth  in  the  income  of  Canadian  Pacific  Invest- 
ments Limited  was  also  broadly  based.  Earnings  of  every 
one  of  its  operating  groups— oil  and  gas,  timberlands, 
hotels,  real  estate,  and  the  investment  portfolio— were 
well  ahead  of  the  previous  year.  Its  subsidiary,  Cominco 
Ltd.,  also  reported  net  profits  sharply  up  from  the 
depressed  year  1971.  Another  subsidiary,  however,  The 
Great  Lakes  Paper  Company,  Limited,  unable  to  over- 
come the  disadvantages  of  continued  weakness  in 
newsprint  markets  and  an  unfavourable  exchange 
situation,  was  an  exception  to  the  overall  pattern  of 
higher  earnings. 

The  Company's  goal  for  1972  was  to  achieve  an 
increase  in  earnings  in  excess  of  the  growth  rate  for  the 
Canadian  economy  as  a  whole.  Triggered  mainly  by 
strong  domestic  demand  and  by  vigorous  activity  in 
housing  construction,  Canada's  gross  national  product, 
in  current  dollars,  is  estimated  to  have  grown  at  just  over 
10%.  With  a  27%  increase  in  its  earnings  for  the  year,  the 
Company  fully  realized  its  objective.  This  accomplish- 
ment was  the  product  of  both  long  and  short  range 
planning  to  create  physical  facilities  and  an  organizational 
structure  equipped  to  respond  to  opportunities  for  growth. 


Canadian  Pacific  Limited 

1972  1971* 

(in  thousands,  except  amounts  per  share) 

Summary  of  Earnings  of  the  Company  and 
its  Subsidiaries  and  of  Dividends  Declared 

Earnings  of  the  Company  and  its  Subsidiaries 

Per  Per 

Ordinary  Ordinary 

Share  Share 

Net  railway  earnings $57,625  $45,756 

Other  income 20,844 26,591 

Income  before  fixed  charges. .       78,469  72,347 

Fixed  charges 33,773 33,768 

Income  from  railway  and 

miscellaneous  sources 44,696   $0.57     38,579   $0.49 

Income  (being  dividends 

received)  from  Canadian 

Pacific  Investments  Limited,  23,649     0.33     23,649     0.33 

and  Canadian  Pacific 

Air  Lines,  Limited 2,150     0.03        1,433     0  02 

Total,  excluding  earnings 

retained  by  subsidiaries 

and  before  extraordinary 

items 70,495     0.93      63,661      0.84 

Equity  in  earnings  retained 

by  subsidiaries 23,680     0.33        6,995     0.10 

Total  before  extraordinary 

items 94,175     1.26     70,656     0.94 

Extraordinary  items 

(C.P.L  1972  — Nil; 

1971 -$1,848,000) 1,931      0.03        4,884      0.07 

Total $96,106   $1.29   $75,540   $1 .01 

Dividends  Declared 

On  7'/4%  Preferred  stock $  3,305 $  1,464 

On  4%  Preference  stock....         $      545  $  1,938 

On  Ordinary  stock 

From  railway  and 

miscellaneous  sources $24,365      34*   $22,215      31* 

Flow-through  from  Canadian 

Pacific  Investments  Limited  ..        23,649      33       23,649      33 

Flow-through  from  Canadian 

Pacific  Air  Lines,  Limited 2,150        3         1,433        2 

Total $50,164      70*   $47,297      66$ 


How  Hasselblad 
ensures  that  what  you 
is  what  you  get. 


HASS£LBLAD 

P  A   I  I   L    A   «   D 

10  YEARS  OF  SPACE  PHOTOGRAPHY 


a.  The  Hasselblad   picture  size  is  a  big  2Va". 
And  you  get  to  see  your  image  full-size,  on  a 
21/4  "  groundglass.  Which  makes  for  perfect  com- 
position and  framing,  focusing,  depth-of-field— 
because  you  can  really  see  what  you're  doing! 

b.  And  if  you  want  to  focus  even  more  precisely, 
our  pop-up  groundglass  magnifier  will  do  it. 

c.  If  you'd  like  a  little  help  in  figuring  out  expo- 
sures, just  attach  our  unique  exposure  meter 
winding  knob.  Transfer  the  light  meter  reading 
to  your  Carl  Zeiss  lens  and  you  will  find  that  the 
f-stop  and  shutter  speeds  are  neatly  linked  to- 
gether to  give  you  a  simple  choice  of  depth- 
of-field  and  action  stopping  ability  for  perfect 
exposures  every  time. 


The  System 


d.  And  each  lens  has  its  own  moveable  depth- 
of-field  indicators,  so  that  tricky  calculation  is 
always  done  for  you  quickly  and  automatically. 

These  together  ensure  that  anyone  who  has 
the  eye  to  see  a  good  picture,  can  in  fact  ger 
that  good  picture  . . .  even  if  his  technical  knowl- 
edge is  not  yet  very  advanced. 

And  the  quality  of  that  finished  photograph 
will  tell  you  why  you  see  hasselblads  walking 
around  on  so  many  professional  shoulders.  Be- 
cause the  fine  optics,  plus  the  enormous  range 
of  precision  accessories,  help  produce  the  kind 
of  picture  quality  they  need  for  enlarging  and 
reproducing. 

If  you're  still  a  bit  in  awe  of  the  Hasselblad 
mystique,  remember  the  astronauts.  They  were 
professional  spacemen  not  professional  photog- 
raphers, working  in  clumsy  gloves  and  way-out 
conditions.  Yet  they  came  back  with  a  stunning 
picture  show.  Because  their  camera  was  the 
professional  one.  The  infallible  Hasselblad. 

The  photograph  above  was  taken  with  a 
Hasselblad  from  Apollo  17.  For  a  15"x15"  color 
reproduction  of  this  NASA  photograph  send  us 
$1  or  write  for  a  free  54-page  color  catalog  to 
Paillard  Incorporated,  1900  Lower  Road,  Linden, 
New  Jersey  07036.  Other  products:  Bolex  movie 
equipment. 


Read  all 
about  it. 


In  1972,  our  sales  passed 
the  billion  dollar  markfor 
the  first  time. 

Our  1972  Annual  Report 
tells  all  about  it.  And 
all  about  N  L  Industries 
and  the  many  ways  in 
which  our  world-wide 
operations  meet  the 
needs  of  modern  industry, 
supplying  it  with  a  vari- 
ety of  metals,  chemicals, 
fabricated  materials  and 
services.  For  your  copy 
of  our  Annual  Report 
write:  N  L  Industries, Inc., 
111  Broadway,  New  York, 
New  York  10006. 


INDUSTRIES 


Trends  &Tangents 


Business 


Wine  Deficit 

California  wines  were  grounded 
last  month  when  Hughes  Air  West  be- 
gan serving  foreign  wines  on  their 
special  "wine  taster  flights."  The  air- 
line's passengers  had  been  sipping 
and  gurgling  through  1,000  cases  of 
California  wines  a  month.  That's  too 
heavy  a  caseload  for  the  state's 
quality  vineyards,  already  straining  to 
meet  this  country's  growing  demand 
for  wines  (up  10%  in  the  last  two 
years  to  240  million  gallons  in  1972). 
From  now  on  the  traveler  who  has 
a  desire  to  remain  absolutely  patriotic 
will  have  to  fly  high  with  the  true 
champagne  of  American  beverages, 
soda  pop. 

Tax  Bite 

In  1973  Americans  will  use  two 
hours  and  39  minutes  of  every  eight- 
hour  workday  to  meet  their  federal, 
state  and  local  taxes.  That's  a  larger 
chunk  of  the  workday  than  is  needed 
to  pay  for  food  (58  minutes),  shelter 
(one  hour)  and  clothing  (25  min- 
utes) combined,  according  to  the  Tax 
Foundation.  Time  punched  in  for  a 
worker's  transportation  and  medical 
expenses  totals  one  hour  and  three 
minutes;  for  recreation  the  time 
amounts  to  a  mere  18  minutes. 

High-Cost  Shelter 

If  the  "moratorium"  on  government- 
subsidized  low-income  housing  under 
the  National  Housing  Act  of  1968  be- 
comes permanent,  one  reason  will  be 
the  cost  figures.  Under  the  Act,  the 
Government  pays  landlords  to  reduce 
the  interest  rate  from  about  1%  to  \%. 
On  a  $2-million,  100-unit  building, 
that  means  nearly  $100, 000  a  year  in 
subsidies,  or  81,000  per  apartment, 
passed  on  to  the  tenants  as  lowered 
rents.  These  may  continue  for  40 
years,  the  length  of  the  typical  mort- 
gage. Over  that  period,  the  Govern- 
ment could  end  up  paying  $4  million 
in  subsidies  on  a  $2-million  apart- 
ment building. 

Saving  Spirit 

Agreements  among  airlines  to  limit 
flights  on  overserviced  routes  were  not 
undertaken  to  save  fuel,  but  they 
have  had  that  effect  nevertheless.  By 
prearranged  limitation  of  flights  on 
four  runs  (three  of  them  transcon- 
tinental), American,  TWA  and  United 
not  only  lifted  their  load  factor  from 
39%  to  54%;  they  also  enjoyed  a  fuel 
saving  of  120  million   gallons  over  a 


12-month  period.  In  an  effort  to  get 
CAB  approval  for  reinstating  the 
agreement  after  the  Apr.  28  expira- 
tion, the  airlines  are  pointing  out  that 
its  extension  industrywide  could  save 
a  billion  gallons  of  fuel  per  year,  or 
close  to  10%  of  aviation's  fuel  needs. 

Foreign 

Feel  the  Merchandise 

Just  what  is  holding  back  the  joint 
U.S. -Soviet  natural  gas  deal  for  which 
the  Russians  are  so  eager  continues 
to  defy  simple  explanation  in  Wash- 
ington. Export-Import  Bank  Director 
Henry  Kearns,  just  back  from  a  trip 
to  Moscow  where  he  talked  to  Soviet 
financial  officials,  had  this  to  say  at  a 
press  conference:  "Well,  technical 
matters  remain  to  be  solved  and  it  is 
a  matter  of  judgment  whether  the 
product  can  be  delivered  at  a  price 
the  market  is  willing  to  pay,  and  don't 
forget  we  must  work  out  intricate 
relationships  over  a  long,  long  period 
of  time.  Right  now  we  know  pieces 
of  the  deal,  but  you  must  know  all  ol 
it."  More  succinct  was  the  director's 
private  comment,  which  was  reported 
to  Forbes  by  another  U.S.  official: 
"Kearns  says  we're  not  advancing 
them  any  money  until  we  can  see 
and  evaluate  some  of  that  gas  they're 
talking  about."  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F4826 
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The  story  behind  Gould's  growth  from  a  $115  million  battery  company 
to  a  $500  million-plus  electrical  products  company  in  just  five  years. 
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Our  monthly  encounter  group. 


Large  growing  companies  with  mul- 
tiple divisions  are  often  hesitant  to 
throw  their  division  managers 
together  on  a  frequent  basis.  It 
makes  sense.  It's  tough  to  keep 
yanking  them  away  from  the  busi- 
ness. Besides,  it's  expensive. 

At  Gould,  we  believe  our  monthly 
group  meeting  is  one  of  the  best 
things  that  happens  to  a  division 
manager.  Our  three  groups  each 
consist  of  several  divisions  which 
have  technologies  and  markets  in 
common.  So,  the  monthly  meeting 
encourages  a  manager  to  go  head- 
to-head  with  his  peers,  and  to  ex- 


change new  ideas  and  solutions. 
Also,  each  division  head  reviews 
any  deviations  from  his  operating 
plan  for  the  group  manager.  And 
because  group  managers  are  mem- 
bers of  the  operating  committee  that 
meets  monthly,  they  help  keep  top 
management  sensitive  to  divisional 
needs. 

An  important  side  benefit  is  keep- 
ing the  division  manager  thinking 
about  the  bigger  picture  at  the  group 
manager's  level.  And  the  bigger  our 
division  manager  thinks,  the  better 
his  chance  of  running  his  own  group 
one  day. 


We  believe  the  priority  we  place 
on  developing  management  capabil- 
ities is  largely  responsible  for  our 
growth  record.  A  record  that  shows 
earnings  per  share  increasing  at  a 
compounded  annual  rate  of  12%  for 
the  last  five  years. 

Gould  Inc.,  8550  West  Bryn  Mawr 
Avenue,  Chicago,  Illinois  60631. 


■>  GOULD 

the  proud  inventors 


Where  IU 
gets  its  energy. 


In  the  fast-growing  energy 
market,  IU  supertankers  transport 
oil  throughout  the  world.  We  also 
manufacture  valves,  pressure  vessels 
and  other  energy  systems  and 
equipment  In  Canada,  we  supply 
gas  and  generate  electricity  for 
380,000  customers. 

In  1972,  IU  energy  operations 


contributed  about  5  8%  of  pre-tax 
income.  We  expect  added  benefits 
from  our  growing  involvement  with 
liquefied  natural  gas  (LNG). 

For  a  copy  of  our  latest 
financial  report  to  investors, 
write  IU  Corporate  Affairs, 
1500  Walnut  Street,  Philadelphia, 
Pennsylvania  19102. 


International 

SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Not  just  another  hotel  at  JFK. 
But  a  Knott  Hotel. 

Each  Knott  Hotel  offers  a  unique  environment 
of  personal  hospitality  and  service  that  you  can 
sense  throughout  your  stay.  That's  one  reason 
why  the  International  is  a  most  uncommon  airport 
hotel.  The  other?  It's  actually  located  on  New  York's 
Kennedy  International,  with  free  pick-up  service  to 
and  from  all  terminals  at  Kennedy  and  to  LaGuardia. 
An  ideal  location  for  a  fly-in  seminar,  convention  or 
trade  show.  Meeting  facilities  for  up  to  800  and  free 
parking  for  1000  cars. 


THE  KNOTT  HOTELS: 
CHICAGO,  Opening  August,  1973 
NEW  YORK/SAN  FRANCISCO 
TORONTO,  CANADA/ LONDON,  ENGLAND 
BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 

In  Florida  call  collect:  (305)  655-4101. 


For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 
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Readers  Say 


New  Feature  Fine 

Sir:  I  have  been  writing  a  monthly 
tax  and  gossip  column  for  Best's  Re- 
view for  more  than  four  years,  and  I 
have  an  idea  of  the  sort  of  hell  your 
writers    went    through    in    producing 
such  a  fine,  complete  article  in  two 
pages  (The  Numbers  Game,  Apr.  J). 
—John  B.  Reid  Jr. 
John  B.  Reid  &  Co.,  CPAs 
Dallas,  Tex. 

Sir:  Right  on  for  your  new  feature. 
It  is  this  "game"  that  has  the  small 
investor  afraid. 

—William  L.  Soule 
Fulton,  Mich. 

Sir:  Hopefully  your  new  feature 
will  be  an  instrumental  factor,  along 
with  the  appropriate  regulatory  agen- 
cy, in  a  trend  to  not  only  complete  dis- 
closure, but  disclosure  in  clear  and 
understandable  terms. 

—William  O.  Turney  Jr. 
Northfield,  Ohio 

Sir:  An  excellent  concept. 

—Thomas  W.  Russell  Jh. 
New  York,  N.Y. 

Sir:  A  long  needed  column! 

— N.  Hart  Cohen 
Steubenville,  Ohio 

Sir:  Commendable  as  your  objec- 
tives may  be,  they  cannot  possibly  be 
realized  if  the  column  concentrates 
on  errors  in  financial  reporting,  wheth- 
er real  or  imagined. 

—Ronald  C.  Wade 
Memphis,  Term. 

We  agree.  See  page  34— Ed. 

An  Educated  Reader 

Sir:  Your  editorial  "How's  This  For 
A  Crock?"  (Mar.  15)  must  be  as- 
suming that  human  life  is  the  only 
reality,  that  human  endeavors  repre- 
sent the  only  activity  on  this  earth. 
You  are  more  shortsighted,  and  more 
vain,    and    less   educated    than    I    ha\e 

previously  thought. 

—Edwin  M.  Woolverton 

(  ocik,  Minn. 

Bearing  Down 

Sim  Your  editorial  "Unbearable" 
(Apr.  1)   indicates  a  surprising!)    In 

tolerant    altitude   tow, ud    anyone   ha\  - 

ing  a  cautious  or  negative  viewpoint 
of  the  stock  market  over  the  remaindei 

ol    I  ^73.   Your  rigidity   in   this   aie.i    is 

especially   unusual   aftei    considering 

your  experience,  your  profession  and 

(Continued  on  page  .95) 

FORBES,   MAY   1,   1973 


The  closely  held  corporation. 

How  business  life  insurance  can  help 

you  avoid  one  of  its  pitfalls. 


Facts  from  New  York  Life 

The  close  corporation  provides  an  effective  way  to 
do  business  for  2,  3, 4  or  5  associates. 

As  members  of  the  management  team,  they  have  the 
opportunity  to  help  make  the  business  prosper  and  grow. 
As  stockholders,  they're  entitled  to  the  financial  rewards. 
And  as  employees,  they  enjoy  numerous  tax  benefits. 

What's  more —unlike  a  partnership —the  corporation 
continues  beyond  the  death  of  any  stockholder. 

Ironically,  it  is  this  very  benefit  that  may  lead  stock- 
holders of  close  corporations  into  a  trap.  Because  a  stock- 
holder's death  will  not  end  the  corporation's  life,  he  (or 
she)  may  believe  neither  the  business  nor  his  family  will 
be  seriously  affected  financially  if  he  or  another  stock- 
holder should  die.  Unfortunately,  that  often  is  not  the 
case. 

The  problems 

If  you  suddenly  died,  for  example,  could  your  family 
depend  on  the  corporation  as  a  source  of  income?  They 
wouldn't  have  your  paycheck.  There  might  not  be  divi- 
dends. And  your  stock  might  bring  in  a  lot  less  than  you 
expect  if  your  heirs  were  forced  to  sell  it  in  order  to  raise 
cash  to  pay  estate  taxes  or  other  death  costs.  Who  would 
be  interested  in  buying  it  at  other  than  a  bargain  price? 
Maybe  nobody. 

On  the  other  hand,  what  if  one  of  your  co-stock- 
holders died?  How  would  you  and  the  other  surviving 
stockholders  deal  with  his  family? 

The  heirs,  if  they  wanted  to  play  an  active  role,  might 
easily  hurt  the  business  instead  of  helping  it.  Or,  if  they 
were  forced  to  sell  their  stock,  you  might  nave  to  accept 
an  outsider  you  didn't  want. 

A  solution 

Fortunately,  all  these  problems  can  be  avoided. 
Today,  you  and  your  associates  can  enter  into  a  Buy-Sell 
Agreement  — prepared  by  your  attorneys.  Such  an  agree- 
ment legally  obligates  the  surviving  stockholders  or  the 
corporation  itself  to  buy,  legally  obligates  the  deceased 
stockholder's  estate  to  sell,  at  a  price  stipulated  in  the 
agreement. 

The  result:  if  you  should  be  the  first  to  die,  you  have 
created  a  market  for  your  stock  at  a  price  you  had  helped 
to  establish.  Your  family  would  be  bailed  out  —not 
frozen  out. 

Likewise,  if  you're  one  of  the  survivors,  you  will  have 
the  satisfaction  of  knowing  that  the  family  of  the  deceased 
is  out  of  the  picture— but  again  at  a  price  he  had  helped 
fix.  And  the  surviving  stockholders  now  own  all  the  out- 
standing stock. 

*  Guaranteeing  the  money 

Just  one  problem  remains.  Where  will  the  purchase 
money  come  from?  The  ideal  solution  is  business  life  in- 
surance—with each  stockholder  covered  by  a  life  insur- 
ance policy  in  an  amount  equal  to  the  value  of  the 
insured's  stock. 


The  policies  may  be  payable  either  to  the  individuals 
on  a  criss-cross  plan  or  to  the  corporation  on  a  stock 
retirement  plan.  In  the  latter  case  the  business,  and  not 
the  individual,  pays  the  premiums. 

See  your  New  York  Life  Agent 

If  you'd  like  more  information  on  business  life  insur- 
ance—how it  can  be  used  to  protect  your  business  and 
your  family —call  your  New  York  Life  Agent. 

He  not  only  has  been  carefully  chosen  and  well 
trained,  but  is  part  of  a  team  that  has  probably  written 
more  business  life  insurance  than  any  other. 

He'll  be  glad  to  give  you  the  facts  of  business  life 
insurance. 
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We  guarantee 
tomorrow  today. 

New  York  Life  Insurance  Company,  51  Madison  Avenue, 
New  York,  N.Y  10010.  Life,  Group  and  Health  Insurance, 
Annuities,  Pension  Plans. 


If  man  believed  in  leaving  well  enough 
alone,  where  would  we  be? 


Progress  comes  from  continuing  to 
work  with  an  idea,  refining  it, 
improving  it,  challenging  it. 

At  PPG,  that  way  of  thinking  ful- 
fills a  company  objective:  upgraded 
products.  Products  that  aren!t  just 
new  and  different,  but  better,  safer, 
more  versatile. 

For  example,  tire  manufacturers 
use  our  Hycor™  tire  cord  for  fiber 
glass  belted  tires.  Hycor  tire  cord 
combines  the  strength  of  steel  with 
the  ride  of  rayon  in  a  tire  people 
can  afford. 

Our  Herculite'  K  tempered  safety 
glass,  used  in  storm  and  sliding 
glass  doors,  is  many  times  stronger 
than  ordinary  glass.  And  if  Herculite 
K  ever  does  break,  it  crumbles  into 
small  rounded  pieces,  not  sharp, 
jagged  shards. 

A  major  share  of  the  electro- 
deposition  primers  used  to  fight 
rust  and  corrosion  in  automobiles 
comes  from  PPG. 

And  our  CR-39'  monomer,  a 
hard-resin  material,  provides  the 
same  optical  qualities  as  glass  for 
prescription  lenses,  but  with  half 
the  weight. 

That's  our  way  of  doing  busi- 
ness and  it  works  very  well.  Send 
for  our  Annual  Report  and  see. 
PPG  Industries,  Inc.,  One  Gateway 
Center,  Pittsburgh,  Pa.  15222. 

PPG:  a  Concern  for  the  Future 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


DON'T  BEGRUDGE  THE   FARMER 


Be  glad  for  him. 

Each   is   producing  food   for   eight   times   the   number 
of  people  his  efforts  fed  43  years  ago.  These  days,  his 


exported  output  is  our  principal  hope  for  meeting  our 
soaring  oil  and  gas  imports.  If  our  farmers  are  now  making 
a  buck,  they're  entitled— and  it's  high  time. 


IT'S   SIMPLE   ENOUGH 

If  the  only  way  the  Penn  Central  can  remain 
in  business  is  to  reduce  its  trackage  by  half, 
reduce  its  trackage  by  half. 

THE  NEW  MATH 


A  letter  to  shareholders  from  Crocker  National  Corp., 
the  California-headquartered  bank  holding  company,  opens 
with  this  paragraph: 

"Crocker  National  Corporation  earnings  in- 
creased in  each  quarter  during  1973.  However, 
the  gains  were  not  sufficient  to  bring  the  corpora- 


tion's earnings  for  the  full  year  to  1971  levels." 
One  of  their  shareholders  sent  it  to  us  with  the  com- 
ment, "How's  that  now?" 

If  I  were  a  Crocker  depositor,  I'd  sure  as  heck  check 
my  monthly  statements  with  considerable  care— if  the  fore- 
going is  an  example  of  their  addition! 


IS   OPEN-MINDEDNESS   A   VIRTUE? 


I  often  think  that  when  someone  virtuously  declares  he 
has  an  "open  mind,"  he's  flattering  an  empty  one. 

Anyone  with  a  mind  has  to  have  opinions  on  a  subject 
about  which  he  knows  something.  Intelligent  people  can 

LET  THEIR 

Can  you  understand  it? 

How  can  India,  with  democratic  institutions  despite  the 
most  appalling  problems  that  can  stem  from  grossly  inade- 
quate resources  for  uncountable  masses  of  humans  .  .  . 

How  can  India,  reemerging  in  freedom  under  the  most 
humane  leadership  .  .  . 

How  can  India,  who  so  often  in  recent  decades  has  led 
or  been  a  key  part  of  neutral  nations  protesting  what  they 
considered  the  aggressive  policies  of  major  powers  .  .  . 

How  can  India  so  brutally,  inhumanely,  indefinitely  keep 
90,000  Pakistani  prisoners  of  war  so  long,  and  contrary 


only  be  open-minded  on  subjects  about  which  they  know 
little  or  nothing. 

Open-mindedness  often  is  better  described  as  a  vacuum 
rather  than  a  virtue. 

PEOPLE  GO 

to  all  traditions  of  modern  conflict  refuse  their  repatriation 
to  their  own  land? 

For  bargaining  purposes?  For  "leverage"? 

Ugh. 

If  India's  government  wonders  why  so  many  American 
people  are  not  upset  by  the  present  chilly  relations  be- 
tween the  U.S.  Government  and  India's,  here  is  a  great 
part  of  the  Reason  Why. 

Perhaps  it's  time  to  practice  what  they  have  preached— 
to  us,  particularly,  and  others  generally  for  the  past  26 
years. 
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A  LETTER  FROM  DEAR  ABBY 


Newspaper  columnist  Dear  Abby,  that  indispensable  dis- 
penser of  to-the-point,  on-the-ball  advice  to  multimillions 
of  readers,  receives  thousands  of  letters  month  in  and  month 
out.  The  problems  posed  run  the  gamut  and  have  yet  to 
leave  Abby  stumped  for  an  answer.  The  other  day  I  re- 
ceived this  priceless  note  from 
our  country's  savviest  Sage: 
Dear  Malcolm: 

I  am  enclosing  something  that 
appeared  in  my  column  a 
few  days  ago.  My  husband 
thought  it  was  one  of  my 
best,  so  I'd  hate  for  you  to 
miss  it.  I  realize  that  sending 
one's  own  stuff  to  people  has 


got  to  be  the  height   (or  depth?)   of  pomposity, 
but  humility  in  the  face  of 

ability is 

hypocrisy. 
And  you  may  quote  me.  . . . 

"dear  abby:  My'  husband  is  a  traveling  sales- 
man, but  I  never  worry  about  him  cheating  on  me 
when  he's  on  the  road.  I  solved  that  problem  years 
ago.  Know  how? 

"I  tire  him  out  so  good  when  he's  home,  he's 
lucky  if  he  has  enough  energy  to  carry  his  sample 
cases  to  the  car— secure  in  Syracuse." 

"dear  secure:  I  hate  to  burst  your  bubble, 
lady,  but  a  man  can  have  the  finest  banquet  in  the 
world,   and  six  hours  later  he's  hungry  again." 


RIKLIS-BECKER  &  CO.   LAND  LAS  VEGAS  CASINO 

These  two  Rapid  Americans  are  about  to  have  a  piece 
of  the  action  in  Las  Vegas,  the  Land  of  Milk  and  Honey 
(translation:  The  Land  of  Skim  and  Skin) . 

I  wonder  who's  minding  their  stores,  their  whiskeys 
and  their  BVDs? 


AVOID  HANGUPS 

by  letting  it  all  hang  out. 


JUST  ASK  HOWARD 

If  you  want  maximum  publicity,  try  avoiding  it. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


PLEASE!   NO  PHASE  BACK  FROM  PHASE  3! 


I  hope  that  President  Nixon  con- 
tinues to  resist  the  vociferous  de- 
mands of  many  consumers,  con- 
gressmen, labor  leaders  and  even 
businessmen  for  a  restoration  of 
Phase  2  or  Phase  1  controls. 

A  reimposition  of  widespread 
controls  today  would  be  the  surest 
way  of  fouling  up  the  economy  to- 
morrow—and today. 

Phase  2  controls  "worked"  only 
because  a  recessed  economy  had 
the  considerable  slack  to  absorb  a 
considerable  dose  of  monetary  stim- 
ulation. The  increased  productivity 
and  inflation  slowdown  that  fol- 
lowed were  not  a  result  of  price 
controls. 

Today  that  slack  is  almost  gone 
because  the  economy  is  booming. 
Almost  every  index  of  economic 
health  is  on  the  rise,  setting  new 
highs.  The  economy  is  successfully 
absorbing  record  numbers  of  new 
job  seekers.  Nonutilization  of  plant 
capacity  is  decreasing.  Consumer 
credit  is  increasing.  Corporate  prof- 


its and  personal  incomes  continue 
to  go  up  and  up. 

Sure,  food  prices  are  rising.  But 
this  is  a  classic  case  of  demand 
outpacing  supply.  How  would  con- 
trols increase  supply,  decrease  de- 
mand? And  isn't  the  demand  a  re- 
flection of  how  good  times  are? 

Sure,  the  wholesale  price  index 
rose  a  shattering  2.2%  in  March, 
the  biggest  monthly  jump  since 
January  1951.  But  a  good  part  of 
that  was  due  to  food  and  to  the 
one-shot  effects  of  devaluation 
of  the  dollar.  The  rest  came  from 
anticipation  of  more  inflation, 
more  controls. 

In  short,  short  of  an  all-out  war, 
controls  have  never  successfully 
long  curbed  inflation.  All  controls 
can  do  is  create  distortions,  black 
markets  and  public  grumbling 
about  the  unfairness,  inconvenience 
of  it  all. 

The  best  way  to  control  infla- 
tion is  for  President  Nixon  to  con- 
trol the  federal  budget. 


Which  is  just  what  he  is  try- 
ing to  do. 

#  *  # 

Incidentally,  the  President  should 
tell  his  cool,  brilliant  economic 
"czar,"  Treasury  Secretary  George 
Shultz,  not  to  spend  too  much  time 
explaining  things  to  the  public,  to 
the  press  (including  Forbes). 

In  a  recent  early  morning  inter- 
view we  had  with  Secretary  Shultz, 
he  was  informative,  but  looked 
haggard,  tired.  We  Forbes  editors 
soon  found  out  why.  At  dawn  that 
day,  he  had  spent  considerable 
time  on  a  TV  show  explaining  Nix- 
on's new  meat  policy  to  viewers. 
From  there,  he  rushed  to  a  meeting 
with  Congressman  Wilbur  Mills. 
Then  he  hurried  back  to  see  us. 
His  pace  is  like  (hat  all  day,  every 
day.  But  that  clay,  only  his  mo  l 
ing  with  Mills  was  essential  to  get- 
ting his  job  done. 

Mr.  Shultz'  time  and  mind  have 
more  important  uses  than  public 
relations.  —M.S.  Forbes  Jr. 
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Other  Comments 

"Other  Comments"  this  issue  are 
our  own— a  reprint  of  an  article  on 
the  late  Equity  Corp.'s  CEO  from 
an    issue    of    Forbes    more    than 


four  years  ago.  We,  of  course,  had 
no  knowledge  of  the  fraud  which 
came  to  light  last  month,  but  I 
doubt  if  any  Forbes  reader  who 


read  this  article  in  the  Mar.  1, 
1969  issue  would  have  had  in- 
vestments to  be  lost  in  Equity's 
collapse— MSF . 


The  Money  Men 


Stan  Goldblum 


In  just  seven  years,  Stan  Gold- 
blum's  $3,500  investment  has  made 
him  worth  $25  million,  and  that, 
we  remarked  to  him  last  month,  is 
getting  rich  quick.  "Quick?"  Gold- 
blum shot  back.  "To  me,  it  seems 
like  three  lifetimes.  To  me,  it  sounds 
like  an  eternity." 

To  most  people,  however,  it  still 
seems  quick,  particularly  when 
Goldblum  did  it  with  two  prod- 
ucts that  have  been  around  since 
before  most  of  us  were  born, 
that* is,  life  insurance  and  mutual 
funds.  Making  money  from  old- 
line  products  was  nothing  new  for 
fast-talking  Stan  Goldblum;  he  had 
previously  been  a  scrap  dealer  and 
a  meat  salesman.  In  1960,  he 
made  a  big  move  to  the  Equity 


Instant  Millionaire 


Funding  Corp.  of  America  as  a 
mutual  fund  and  life  insurance 
salesman.  Gordon  G.  McCormick, 
who  had  founded  Equity  Funding 
in  1958,  had  dreamed  up  a  new 
way  to  package  funds  and  insur- 
ance and  the  pitch  appealed  to  the 
ambitious  Goldblum.  Stripped  of 
verbiage  the  idea  was  simply  a 
new  way  to  give  the  salesman  a 
bigger  piece  of  the  investor's  dol- 
lar than  the  salesman  would  nor- 
mally get  either  in  mutual  funds 
or  in  life  insurance. 

The  sales  arrangement  worked 
like  this:  As  with  life  insurance, 
the  customer  made  a  regular 
monthly  payment,  but  instead  of 
buying  insurance  the  money  would 
go  into  mutual  fund  shares.  Then 
Equity  Funding  would  lend  him 
up  to  45%  of  the  fund's  value  as 
payment  on  life  insurance  pre- 
miums. If  the  fund  rose  steadily 
over  the  years,  the  customer  would 
have  put  all  the  dollars  he  could 
afford  into  a  hedge  against  in- 
flation— the  mutual  funds — and 
would  have  still  been  carrying  life 
.  insurance  as  a  hedge  against  death. 
If  the  customer  died,  the  benefi- 
ciary gets  the  insurance  plus  the 
mutual  funds  and  the  loan  would 
be  paid  off  by  a  policy  rider.  At 
exactly  the  right  time,  Goldblum 
and  his  salesmen  were  able  to  con- 
vince the  investor  that  he  could 
buy  a  suit  with  a  vest  thrown  in 
for  free.  And  the  salesman,  in  ef- 
fect, got  two  commissions,  life  in- 
surance and  mutual  funds,  out  of 
one  sale. 

'That  was  the  idea,"  Goldblum 
explained  to  us.  "But  that  isn't 
what  McCormick  and  Equity  Fund- 
ing were  doing.  McCormick  had 
thought  of  the  new  twist  and  it 
was  good.  But  McCormick  wouldn't 
do  anything  but  talk  about  it." 

You  don't  get  as  rich  as  Stan 
Goldblum  has  by  being  patient. 
He  smelled  a  hot  idea  and  was 
chafing  at  seeing  it  get  cold.  The 
solution  came  when  four  employ- 
ees —  Goldblum,  Mike  Riordan 
(who  died  last  month  in  a  Cali- 
fornia mudslide),  Gene  Cuthbert- 
son,  and  Ray  Piatt — offered  to  buy 
McCormick  out  for  $100,000.  Mc- 
Cormick, who  had  been  at  odds 
with  the  four  over  nearly  every 


operational  detail,  reluctantly  sold 
his  interest.  The  four  new  owners 
initiated  the  new  program,  set  up 
a  sales  organization,  and  subse- 
quently ran  into  another  problem. 
In  1962  the  Securities  &  Exchange 
Commission  put  a  crimp  in 
Equity  Funding's  plans  by  ruling 
that  "equity  funding"  programs 
were  securities,  and  as  such  had 
to  be  registered  under  the  Securi- 
ties Act  of  1933.  "We  were  virtually 
put  out  of  business  for  a  while," 
Goldblum  told  us.  "Since  we  hadn't 
filed  with  the  SEC,  we  had  to  stop 
selling,  re-do  the  program  to  con- 
form to  security  regulations,  and 
wait  for  approval.  We  also  came 
into  conflict  with  state  'blue  sky' 
laws  after  the  SEC  ruling." 

When  we  asked  him  to  explain 
these  complications,  Goldblum 
said:  "You  can't  explain  them 
simply.  But  to  give  you  an  idea, 
we  had  to  start  selling  the  plans 
with  a  prospectus.  Oh,  it  was  a 
mess.  We  were  naive  then." 

Naive,  maybe,  but  discouraged, 
no.  Goldblum  &  Co.  kept  plug- 
ging. Still  it  wasn't  until  18 
months  later  that  Equity  Funding 
was  able  to  begin  selling  again. 
Even  before  then,  a  number  of 
discouraged  salesmen  had  left  the 
company,  because  a  third  problem 
had  appeared:  the  stock  market  re- 
cession of  1962.  New  sales  became 
difficult,  with  mutual  funds  falling 
in  value,  and  earnings  plummeted. 

Undaunted,  Goldblum  plunged 
ahead.  He  bought  out  Piatt's  quar- 
ter interest  and  set  out  to  obtain 
more  financing  to  keep  the  opera- 
tion going.  Equity  Funding,  be- 
cause of  the  loans  it  makes  to  cus- 
tomers, needs  a  constant  influx  of 
new  capital,  but  no  one  was  will- 
ing to  provide  it.  Finally,  in  '964, 
Equity  Funding  found  an  under- 
writer: Smallish  New  York  Securi- 
ties was  willing  to  help  raise 
money.  Equity  Funding  sold 
100,000  shares  through  that  under- 
writer at  $6  a  share.  Goldblum 
also  managed  to  place  a  $l-million 
subordinated  convertible  note  with 
Paul  Revere  Life's  John  Gosnell, 
one  of  the  most  successful  U.S. 
money  managers  (see  Forbes,  Feb. 
1, 1968),  and  Goldblum  was  on  the 
way. 

Next  he  bought  out  Cuthbertson, 
with  the  provision  that  Cuthbertson 
not  enter  the  business  on  his  own. 
Did  this  mean,  we  asked  Gold- 
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blum,  that  these  partners  were  so 
good  that  they  constituted  a  threat 
once  they  left  the  company?  The 
answer  did  not  surprise  us:  Gold- 
blum  is  no  shrinking  violet.  No, 
was  Goldblum's  answer,  dismissing 
them  the  way  he  dismissed  Mc- 
Cormick:  "All  but  Riordan  were 
just  excess  baggage  I  inherited. 
They  just  didn't  have  it,  and  they 
had  to  get  off  a  moving  train." 

The  train  from  then  on  really 
began  to  move.  The  competition 
in  mutual  funds  and  insurance, 
says  Goldblum,  isn't  for  clients 
but  for  salesmen.  Being  a  salesman, 
Goldblum  knew  this  well.  And  he 
had  a  package  that  many  salesmen 
found  irresistible:  Fat  commissions, 
ranging  as  high  as  70%  of  the 
first  year's  money. 

Most  delicious  of  all,  Equity 
Funding  sweetens  the  salesman's 
kitty  by  giving  him  options  on 
Equity  common  stock.  In  the  last 
two  years  Equity  Funding's  stock, 
listed  on  the  Amex,  has  soared 
from  $7  to  over  $70.  'To  make 
sure  we  keep  our  salesmen,"  said 
Goldblum,  "we  don't  give  them 
the  full  benefit  of  the  option  plan 
for  about  five  years.  But  an  agent 
who  earned  $10,000  a  year  in  the 
years  1965,  1966  and  1967,  now 
has  options  worth  over  $160,000 
if  he  cashed  them  in  today." 

Today  Equity  Funding  is  re- 
cruiting salesmen  at  the  rate  of 
about  150  a  month,  and  in  7 
years  Equity  has  built  up  its  sales 
force  from  under  200  men  to 
2,500  men.  By  the  end  of  last 
year  it  was  selling  individual  life 
insurance  at  an  annual  rate  of  $425 
million,  and  Goldblum  expects  that 
to  increase  by  50%  this  year.  Mu- 
tual fund  sales  too  have  soared, 
and  are  now  running  at  an  annual 
rate  of  over  $100  million.  Equity 
Funding's  net  jumped  from  $800,- 
000  in  1965  to  about  $6  million 
last  year.  The  company's  stock  has 
grown  to  a  market  value  of  over 
$300  million,  cf  which  Goldblum 
still  owns  7%. 

Furthermore,  Goldblum  has  gone 
beyond  commissions  and  interest 
on  his  sales  and  loans.  He  now  has 
his  own  insurance  company,  Presi- 
dential Insurance,  and  a  savings 
and  loan,  Crown.  In  1966  he  start- 
ed his  own  mutual  fund,  Equity 
Growth  Fund,  with  the  talented 
Yura  Arkus-Duntov,  formerly  of 
the  Dreyfus  Fund,  as  manager.  Be- 


fore 1966,  Equity  Funding's  cus- 
tomers primarily  owned  shares  in 
the  keystone  or  the  Axe-Houghton 
mutual  funds.  Today,  one-third  of 
the  "program"  accounts  own  Gold- 
blum's Equity  Growth  Fund.  A 
few  months  ago  Goldblum  bought 
Investors  Planning  Corp.,  a  fund 
sales  organization  with  1,800  sales- 
men and  a  $100-million  mutual 
fund. 

In  addition,  Goldblum  has 
started  a  kind  of  mutual  fund 
in  which  the  public  can  buy  part- 
nership interests  in  oil  drilling 
ventures,  and  he  has  set  up  a  sub- 
sidiary to  move  his  equity  funding 
operation  into  Europe.  "We  want 
to  become  part  of  the  European  es- 
tablishment," he  said.  "We  will  staff 
the  bank  with  Europeans.  Then  we 
will  introduce  our  own  marketing 
techniques.  Europe  is  ripe  for  this 
sort  of  thing.  The  mass  of  the 
European  middle  class  is  getting 
some  money,  finally."  Bernie  Corn- 
feld,  look  out! 

"We're  not  only  generating  a  huge 
cash  flow,"  Goldblum  said,  "but 
we  were  able  to  borrow  $25  mil- 
lion in  Europe  in  January.  We  sold 
them  convertible  debentures,  which 
will  take  care  of  our  financing  for 
the  foreseeable  future.  It  gets  Euro- 
peans familiar  with  us,  for  when 


we  really  move  into  Europe." 

We  then  asked  a  very  nasty 
question:  "What  about  the  Federal 
Reserves'  plan,"  we  asked,  "to 
place  equity  funding  under  stock 
margin  requirements?  Wouldn't  this 
force  your  customers  to  put  up 
much  more  equity  for  a  given  in- 
surance premium?" 

Goldblum  was  ready  for  that. 
"It  wouldn't  cut  down  on  our 
new  sales  at  all,"  he  said.  "We've 
got  another  program  drawn  up 
just  in  case,  but  it's  real  cute,  and 
it's  kind  of  a  secret." 

Finally,  we  said  to  Goldblum, 
"you  know,  your  whole  operation 
is  tied  directly  to  the  stock  market." 

"What's  your  question?"  he 
snapped  back. 

We  asked  if  a  sour  stock  market 
wouldn't  bring  a  halt  to  his  growth, 
lose  him  many  of  his  salesmen, 
and  ruin  many  of  his  present  cus- 
tomers' financial  futures. 

"Obviously,"  Goldblum  said,  "a 
sour  stock  market  would  slow  our 
new  business.  "Only  slow  it?"  we 
asked.  "Wouldn't  the  leverage 
work  the  other  way?" 

"A  bad  stock  market  would 
hurt,"  he  conceded.  "This  is  why 
we  have  set  up  an  insurance  com- 
pany, a  mutual  fund,  an  oil  ven- 
ture, and  a  European  venture. 
Look,  our  success  hasn't  just 
been  a  matter  of  luck.  We  planned 
it,  and  worked  hard.  We  have 
grown  geometrically  because  of 
the  conditions  over  the  past  five 
years.  But  we've  grown  because 
we  planned  it  that  way.  Now 
we're  planning  for  the  Seventies." 

That's  the  thing  about  the  Stan- 
ley Goldblums  of  this  world:  They 
refuse  to  believe  that  luck  plays  a 
major  part  in  their  success.  They 
tend  to  attribute  it  all  to  their  own 
brains  and  energy.  Which  is  why 
they  move  ahead  so  fast.  And 
which  is  why  they  sometimes  fall 
on  their  faces  when  things  start 
going  wrong.  Frankly  we  don't 
know  how  the  Goldblum  saga  is 
going  to  end,  but  we  do  know  that 
Goldblum  can't  stop  with  what 
he's  got  now. 

We  asked  Goldblum  if  he  ever 
thought  of  taking  six  months  or  a 
year  off  at  Acapulco.  "Acapulco?" 
he  said,  appalled  at  the  thought. 
"Me?  I'm  only  42  years  old.  I've 
got  more  to  do  than  I  ever  had  to 
do.  What  would  I  do  for  six 
months  in  Acapulco?"  ■ 
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Ever  counted  how  many  times  your 

family  eats  between  Friday  afternoon 

and  Monday  morning? 


Chances  are  it's  a  lot. 

One  estimate  puts  it  at  over  50 
times  for  a  family  of  four. 

Obviously  not  at  the  old-time  sit- 
down  meals  where  Father  carves  the 
meat  and  Mother  serves  the  vegetables. 
Today's  home  is  a  highly  mobile  entity 
that  can't  be  tied  down  to  "three  squares 
a  day." 

So  more  and  more  it's  kept  on  the 
go  by  convenience  foods.  Snacks.  In 
fact  sales  of  snack  food  are  expected  to 
grow  11%  next  year. 

And  that  means  packaging.  Be- 
cause a  lot  of  these  foods  couldn't  exist 
until  modern  packaging  came  along.  To 
keep  them  from  spoiling.  And  to  pro- 
tect the  flavor,  texture  and  nutrition. 


We  specialize  in  a  lot  of  this  packag- 
ing. And  the  research  that  made  it  pos- 
sible. Like  poly  bread  bags  for  instance. 
Plus  a  lot  of  other  bags.  Grocery  bags. 
Cookie  bags.  Pet  food  bags.  And  bags 
for  corn  chips,  pretzels  and  potato 
chips.  And  of  course  paper  for  things 
like  candy,  cake,  meat,  butter  and  mar- 
garine. As  well  as  many  fast  foods.  And 
trays  for  meat  and  cookies.  Folding  car- 
tons for  all  kinds  of  cold  cereal,  frozen 
foods  and  ice  cream.  And  cartons  to 
speed  up  fast  food  service.We  even 
make  lots  of  the  candy  boxes  for  Valen- 
tine's Day.  And  the  corrugated  boxes 
all  these  other  packages  come  in. 

It  may  be  pretty  obvious  that  we're 
a  packaging  company.  In  fact,  we  do 


some  $400  million  of  it  a  year. 

But  we're  equally  as  big  in  paper. 
In  fact,  we're  one  of  the  country's  lead- 
ing paper  companies. 

And  we're  more.  We're  in  shelter 
and  construction  (with  lumber  and  pre- 
stressed  concrete  technology).  We're  a 
land  management  company.  We  make 
paper  plates,  cups  and  school  supplies. 
Our  research  arm  has  made  contribu- 
tions in  every  field  we're  in. 

We're  a  lot  of  things  to  a  lot  of  peo- 
ple. But  one  belief  ties  the  whole  thing 
together: 

The  future  belongs  to  those  who  stay 
up  to  the  minute. 


ST.  REGIS  PAPER  COMPANY,   150  E.  42NO  ST.,  N.Y.,  N.Y.   10017. 


its  an  automatic  world 


And  we  help  keep  it  under  control. 

Johnson:  the  automation  specialists.  In  more  than  40 
countries,  on  every  continent,  you'll  find  Johnson  keep- 
ing modern  automatic  equipment  functioning  smoothly 
and  efficiently. 

We're  meeting  the  growing  demand  for  automation  in 
countless  ways.  With  automatic  temperature  and  hu- 
midity control.  Emergency  lighting  systems.  Fire  and 
smoke  detection,  building  security,  timing,  signalling 
and  intercommunication  systems.  Hundreds  of  kinds  of 
temperature,  pressure,  flow  and  liquid  level  controls. 
And  sophisticated,  fully  computerized  building  auto- 
mation systems  that  give  one  man  fingertip  control  of 
operations  throughout  an  entire  building  or  a  complex. 

Through  our  fully  staffed  subsidiaries  and  branch 
offices,  modern  factories,  full-service  distributors  and 
international  sales  offices,  you  get  one-source  respon- 
sibility for  design,  manufacture,  installation  and  service, 
from  the  30  companies  and  major  divisions  of  Johnson 
Service  Company. 


JOHNSON 

SERVICE  COMPANY 

MILWAUKEE,  WISCONSIN  •  53201 


Forbes 


Lee  lacocca  vs.  Wall  Street 


Ford's  president  takes  issue  with  the  idea  that  the  current 

auto  boom  is  a  flash  in  the  pan. 


Lee  Iacocca  is  happy  about  the  au- 
to business,  but  depressed  about  the 
stock  market.  It  galls  him  that  Ford 
Motor  Co.,  of  which  he  is  president, 
is  selling  at  under  eight  times  1972 
earnings— and  maybe  six  times  prob- 
able 1973  earnings. 

The  automobile  industry  will  prob- 
ably sell  12  million  cars  this  year,  up 
10%  from  the  hot  pace  of  1972.  But 
investors  quite  obviously  don't  believe 
it  will  last. 

They  are  worried  about  the  Clean 
Air  Act.  Even  though  its  deadline  for 
emissions  control  has  been  moved 
back  one  year  to  1976,  it  continues  to 
boost  the  cost  of  building  cars. 

They  are  worried  about  labor  costs. 
Now  $7.83  an  hour  (including 
fringes),  the  rate  is  going  up  again 
by  a  healthy  amount  this  September. 

They  are  worried  about  rising  gaso- 
line costs  and  rising  gasoline  consump- 
tion, both  of  which  are  accelerating 
the  trend  toward  smaller  cars;  it  was 
always  the  big  cars  that  provided 
the  big  profits. 

And  they  can't  overlook  the  fact 
that  Ford  netted  only  4.3%  on  sales 
last  year,  vs.  7%  for  General  Motors. 

The  worriers  are  wrong,  says  Ia- 
cocca. He  says  that  his  company,  at 
least,  is  learning  how  to  sell  small 
cars  at  a  big  profit.  Says  he: 

"You  are  in  your  fourth  consecu- 
tive-year of  quarter-to-quarter  record 
profits.  That  wasn't  volume  increases. 
There  are  some  basic  changes  taking 
place  to  pull  that  off  and  make  you 
still  feel  confident  that  you  can  con- 
tinue to  do  it.  If  some  guy  asked  me, 
are  we  going  to  make  $15  a  share  in 
my  lifetime,  I'd  say,  'Oh  hell  yes,' 
without  batting  an  eyelash." 

Here's  how  Iacocca  backs  up  his 
claim.  Three  years  ago  he  called 
Ford's  top  managers  together  at  the 
fashionable  Greenbrier  in  White  Sul- 
phur Springs,  W.Va.,  and  laid  out 
his  "4-Fifties"  program.  Its  goal:  to 
cut  operating  expenses  in  four  major 
areas  so  that  over  a  three-year  period 
net  profits  would  increase  a  minimum 
of  $200  million.  Although  the  names 
of  the  areas  sound  nebulous  (timing, 
complexity  reduction,  product  design 
control  and  better  ways  of  doing 
business),  the  heart  of  the  program 


Can  President  Lee  Iacocca  close  ihe  profit  margin  gap  between  Ford  and  GM? 


was  aimed  directly  at  improving  pro- 
ductivity on  the  production  line.  Did 
Iacocca  reach  his  goal?  "Three  years 
have  passed  and  we  knocked  hell  out 
of  that." 

For  example,  better  computer  pro- 
gramming and  scheduling  enabled 
Ford's  North  American  operations  to 
cut  its  model  changeover  time  from 
two  weeks  to  just  two  days.  This 
year,  as  a  result,  1974  model  change- 
overs  will  be  made  on  the  weekend, 
when  production  lines  are  normally 
shut  down  anyway. 

Now  Iacocca  is  pushing  his  manag- 
ers for  still  more  gains.  In  February 
he  called  them  together  again,  this 
time  in  Florida  at  the  Boca  Raton 
Club  and  Hotel.  His  pep  talk  went 
something  like  this:  "What  I'm  trying 
to  prove  in  our  company  is  that  you 
can  do  25%  of  the  auto  business  [and] 
not  worry  about  going  after  28%  to 
30%.  We're  going  to  do  our  25%, 
and  we're  going  to  show  you  how  to 
make  real  money  and  still  make  bet- 
ter cars." 

Again,  Iacocca  unveiled  another 
razzle-dazzle  program,  this  one  aimed 
squarely  at  Ford's  major  competitor, 
GM.  Its  main  thrust  is  to  push  Ford 
heavily  into  the  more  profitable  lux- 
ury-car  field,    bolster   the   company's 


already  highballing  truck  division  and 
turn  the  small-car  market  into  a  high- 
profit  business  by  bringing  out  a  plush 
new  compact  car.  Called  Mustang  II, 
a  shaved-down  version  of  the  now- 
vintaged  model,  it  will  hit  dealer 
showrooms  this  September  with  a 
price  tag  of  around  $3,000. 

Iacocca  is  out  to  accomplish  what 
has  eluded  Ford  for  years,  that  is, 
narrow  the  profit  margin  gap  between 
Ford  and  GM  and,  if  possible,  match 
GM's  return  on  sales.  To  do  so,  Ford 
needs  a  richer  product  mix.  Tradi- 
tionally, Ford  has  collected  70%  of  its 
sales  in  the  low  end  of  the  market. 
GM  has  always  dominated  in  the 
high  end  of  the  market,  one  rea- 
son its  margins  have  averaged  so 
much  higher  than  Ford's. 

Can  Iacocca  pull  it  off?  There  is 
some  evidence  that  Ford  is  already 
making  headway  in  the  luxury  field, 
possibly  at  GM's  expense.  Since  1969 
Ford's  share  of  this  market  has  in- 
creased from  24%  to  30%,  while  GM's 
share  slipped  from  72%  to  67%.  But 
Ford  has  yet  to  show  it  can  hold  its 
gains  or  increase  them. 

Ford  already  has  an  edge  on  GM 
in  the  truck  field.  In  the  medium-  and 
heavy-truck  lines  (10,000  pounds 
gross  vehicle  weight  and  over)  Iacoc- 
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ca  claims  Ford  is  the  "largest  truck 
manufacturer  in  the  world."  Since  the 
mid-1960s  Ford  has  been  restyling 
its  big  trucks  and  widening  the  prod- 
uct line.  Now  it  is  pushing  them  in 
Europe  and  South  America.  "I  think 
some  fellows  are  missing  a  hole  card 
here,"  says  Iacocca.  "What's  happen- 
ing now  is  that  the  unit  profits  on  the 
$30,000  rigs  are  way  higher  than  on  a 
Continental  Mark  IV."  Iacocca  claims 
that  Ford  will  sell  at  least  a  million 
trucks  this  year,  giving  the  company 
about  a  36%  share  of  the  U.S.  mar- 
ket, vs.  GM's  38.9%  in  1972. 

Trucks  excite  Iacocca  for  another 
reason.  Trucks  accounted  for  about 
one-third  of  Ford's  North  American 
profits.  Says  Iacocca:  "Some  Ford 
stock-watcher  might  wonder  how 
we're  doing  with  Philco.  If  we  do 
well,  we  can  make  a  few  tens  of  mil- 
lions there— but  we  can  make  that 
in  a  few  months  in  trucks.  What's  hap- 
pening behind  the  scenes  is  just  more 
truck  per  truck."  He  cites  the  pickup 
truck,  which  now  doubles  as  a  recrea- 
tional vehicle  and  also  as  a  family 
car.  Last  year  Ford  sold  606,000  pick- 
ups. In  March  of  this  year  pickups 
outsold  all  other  Ford  car  lines  in  the 
U.S.  Average  retail  price:  $3,200. 
Enthuses  Iacocca:  "These  recreational 
vehicles  are  beginning  to  rival  the 
highest-profit  car  on  the  amount  of 
goodies  people  are  willing  to  pay  for." 
Last  year  25%  of  the  pickups  Ford 
sold  were  air-conditioned,  60%  were 
equipped  with  automatic  transmissions 
and  at  least  half  had  power  brakes 
and  steering. 

Options  are  also  Iacocca's  profit 
gambit  in  the  small-car  market.  In 
the  past  Ford  has  sold  its  Pintos, 
Mavericks  and  Comets  with  a  num- 
ber of  options.  With  Mustang  II  the 
option,  primarily  a  plush  interior,  will 


Ford  of  Ford 


be  part  of  the  basic  car  and  its  price. 
(Of  course,  for  a  few  hundred  dollars 
extra  a  buyer  can  get  a  superplush 
Mark  IV- type  interior. ) 

Mercedes  Touches 

The  Mustang  II  "is  going  to  revo- 
lutionize the  small  car  market  in  the 
U.S.,"  says  Iacocca.  "I  said  that  the 
last  time  when  we  brought  out  the 
Mustang,  and  nobody  believed  me. 
That  car  was  nothing  more  than  a 
Falcon-Corvair  car  with  a  new  ap- 
proach. This  one  will  be  different. 
Let's  call  them  Mercedes  touches  in  a 
little   car.    Now   if  the   public   thinks 


it's  a  value,  they'll  buy.  If  they  buy 
in  the  volumes  I  think  they  will,  we 
will  show  the  world  how  to  make 
money  on  small  cars.  It's  that  simple." 

What  about  the  federal  safety  and 
pollution  standards?  Iacocca's  answer: 
"I  don't  consider  them  a  problem;  I 
consider  them  undue  harassment.  You 
can't  sell  clean  air  as  an  option,  so 
we  needed  some  regulation  in  that 
area.  The  question  is,  how  much  reg- 
ulation? Now  these  fellows  in  Wash- 
ington say  to  me:  'Lee,  if  we  hadn't 
set  a  tight  deadline,  would  you  have 
been  able  to  come  up  with  a  more 
efficient  solution  than  a  catalyst?'  I 
said,  'You're  goddam  right.'  I  said  it 
worse  than  that." 

The  new  federal  deadline  on  emis- 
sion standards  may  well  give  Ford 
and  the  rest  of  the  industry  time  to 
develop  better  systems  for  cleaning 
up  auto  exhaust.  But  in  the  mean- 
time, won't  Ford  have  some  short- 
range  problems— such  as  the  sales  dip 
most  auto  analysts  expect  next  year? 
Iacocca  does  not  agree. 

"For  one  thing,"  he  says,  "they  are 
forgetting  about  trucks,  they  are  for- 
getting about  small  cars,  and  the 
scrappage  rate  is  running  at  7.5  mil- 
lion cars  a  year." 

Who  is  right?  Iacocca?  Or  the  stock 
market?  Iacocca,  who  talks  about  $15 
a  share  not  too  far  down  the  line? 
Or  investors  who  suspect  current  prof- 
its are  a  flash  in  the  pan?  The  truth 
probably  lies  somewhere  between,  but 
the  problem  is  this:  No  matter  how 
many  gains  Ford  makes,  it  seems  un- 
able to  close  the  gap  between  itself 
and  General  Motors.  A  decade  ago, 
GM  netted  about  half  again  as  much 
on  the  sales  dollar  as  Ford  did;  last 
year,  although  both  companies'  mar- 
gins were  thinner  than  a  decade  ago, 
the  gap  remained  almost  the  same.  ■ 


In  medium-  and  heavy-duty  trucks  Ford  claims  it  new  outsells  GM. 
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The  Great  Imbalance 


Question:  When  is  $2  billion 
worth  four  times  $2  billion? 

Answer:  When  you  are  dealing 
with  a  stock  market  that  worships 
growth  and  sneers  at  solid  earnings. 

Here  are  figures  on  20  great 
American  corporations,  household 
names  all.  All  are  good  companies, 
some  superb. 

Group  I  has  combined  earnings 
of  nearly  $2  billion.  Combined 
sales  of  $43  billion. 

Group  II  has  combined  earn- 
ings of  nearly  $2  billion.  Com- 
bined sales  of  $16  billion. 

Equal  in  earnings,  the  two 
groups  are  worlds  apart  in  market 
value.  Group  I  sells  for  a  com- 
bined $22  billion,  11  times  earn- 
ings. Group  II  sells  for  $92  billion, 
46  times  earnings. 

How  account  for  the  $70-billion 
difference? 

The  $70  billion  is  the  premium 
that  the  current  investment  bias 
puts  on  so-called  growth.  Group  I 
consists  of  profitable  but  slow- 
growing  companies.  Group  II  is  all 
growth  and  glamour. 

Is  $1. worth  of  growth  earnings 
worth  ckose  to  $4  in  cyclical  earn- 
ings? The  stock  market  says  so. 
But  the  stock  market  isn't  always 
right,  not  in  the  long  run. 

Our  statisticians  did  a  little  more 
work.  They  went  back  five  years. 
They  found  that  five  years  ago  the 
Standard  Ten  had  earned  a  com- 
bined $1.6  billion.  Their  earnings 
grew  22%  over  the  period.  The 
Growth  Ten  earned  about  $1.2  bil- 
lion. Their  earnings  grew  about 
59%  over  the  same  period. 

The  difference  is  there,  but  how 
big?    The    gap    in    the    earnings 


growth  between  the  two  groups 
was  only  about  $380  million.  As- 
suming that  the  growth  differentials 
hold,  five  years  from  now  the 
growth  group  will  be  earning  may- 
be $3.1  billion,  the  standard  group 
maybe  $2.6  billion.  That  $500-mil- 
lion  differential  is  by  no  means  in 
the  bank,  however;  it  could  turn 
out  to  be  less.  Nevertheless,  cur- 
rent prices  say  that  the  prospective 


earnings  differential  is  worth  a  pre- 
mium of  $70  billion  to  those  who 
buy  the  stocks  now. 

Can  a  potential  $500  million  in 
earnings  flow  five  years  from  now 
be  worth  $70  billion  in  cash  today? 
If  the  answer  is  no,  then  one  of 
three  things  must  be  true:  Either 
the  growth  stocks  are  terribly  over- 
priced, the  standard  stocks  are  ter- 
ribly underpriced,  or  both.   ■ 


All  numbers  in  millions 

(before  extraordinary  items) 

Market 

Value 

THE  STANDARD  GROUP 

Sales 

1972 

1968 

4/11/73 

Alcoa 

$  1,753 

$    103 

$    105 

$   1,156 

BankAmerica 

1,651 

192 

133 

3,128 

Chrysler 

9,759 

220 

291 

1,885 

General  Foods 

2,424 

113 

103 

1,324 

Goodyear 

4,071 

193 

148 

1,981 

in 

8,600 

477 

204 

4,099 

Southern  Pacific 

1,449 

108 

88 

963 

Union  Carbide 

3,261 

207 

157 

2,582 

U.S.  Steel 

5,402 

157 

254 

1,842 

Westinghouse 

5,087 

199 

135 

3,348 

TOTAL 

$43,457 

$1,969 

$1,618 

$22,308 

THE  GROWTH   GROUP 

Amer  Home  Products 

$  1,587 

$   173 

$    112 

$  6,691 

Avon 

1,005 

125 

71 

7,809 

Coca-Cola 

1,876 

190 

110 

8,539 

Eastman  Kodak 

3,478 

546 

375 

22,940 

Johnson  &  Johnson 

1,318 

121 

50 

6,979 

Lilly 

820 

126 

71 

5,802 

Merck 

958 

148 

93 

7,153 

Minn  Mining  &  Mfg 

2,114 

244 

167 

9,617 

Polaroid 

571 

43 

59 

4,369 

Xerox 

2,419 

250 

129 

12,059 

TOTAL 

$16,146 

$1,966 

$1,237 

$91,958 

J 
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Tempting  Target 


Unless  TI  Corp.  gets  moving  soon, 
somebody  is  bound  to  pick  it  off. 

What  has  a  big  slice  of  a  cushy  mar- 
ket, oodles  of  cash,  formidable  assets 
and  a  stock  selling  far  below  book 
value?  The  answer:  a  sitting  duck 
called  TI  Corp.,  the  country's  largest 
and  most  profitable  title  insurance 
company  ( 1972  profit  of  $19  million 
on  revenues  of  $156  million) . 

An  acquisitions  man  for  a  major 
Los  Angeles-based  company  drools 
just  thinking  about  it:  "TI  is  about 
the  most  attractive  merger  candidate 
in  the  U.S.  There  is  no  downside 
risk.  Under  aggressive  management, 
TI's  earnings  should  increase  at  least 
50%.  But  even  if  the  title  business 
collapsed,  the  new  owner  could  turn 
around  and  easily  sell  off  TI's  sizable 
liquid  assets  at  a  huge  profit." 

Why  hasn't  TI  been  grabbed  al- 
ready? First,  it  has  been  lucky,  and 
second,  it  has  close  ties  to  the  Los  An- 
geles Establishment,  led  by  the  pow- 


erful Chandler  family,  which  owns 
the  Los  Angeles  Times.  Also,  over  10% 
of  TI's  stock  is  held  by  the  $l-billion 
trust  funds  the  company  manages. 
TI  controls  the  stock's  voting  rights. 

But  lately  the  old  defenses  seem  to 
be  cracking.  Alleghany  Corp.,  a  New 
York-based  holding  company,  pur- 
chased a  5%  interest  about  nine 
months  ago.  Alleghany  insists  it  is  not 
planning  a  takeover:   "It's  purely  an 


investment."  Nevertheless,  Alleghany 
purchased  an  additional  65,000 
shares  of  TI  by  the  end  of  1972. 

TI  is  in  the  right  business.  Though 
small,  the  $400-million  title  business 
is  possibly  the  most  profitable  nook 
of  the  entire  insurance  industry.  Mort- 
gage lenders  generally  make  sure  that 
every  time  a  person  buys  a  new  home 
the  title  is  insured  against  any  deed 
defects.   The  insurance  isn't  cheap— 


A  Ghost  in  the  Closet? 


If  something  isn't  done  for 

Penn  Central's  creditors,  the  railroad's  ghost 

could  haunt  U.  S.  industry  for  years  to  come. 


Where  does  private  property  end 
and  the  public  interest  begin?  A  very 
basic  question  in  a  free  society.  It 
may  be  one  of  the  biggest  issues  at 
stake  in  the  Penn  Central  disaster. 

On  the  books,  Penn  Central  has  as- 
sets of  $3.6  billion,  in  theory  more 
than  enough  to  take  care  of  its  $2 
billion-plus  in  funded  debt  and  other 
liabilities.  But  as  a  going  railroad,  the 
present  Penn  Central  is  worthless  to 
the  creditors,  who  are  its  real  owners; 
it  has  no  earning  power  and  no  pros- 
pect of  any. 

In  liquidation,  Penn  Central  does 
have  prospective  value:  scrap  metal, 
usable  rolling  stock,  surplus  real  estate 
and  salable  sections  of  the  railroad. 
But  the  public  interest  stands  in  the 
way  of  total  liquidation. 

Realistically,  therefore,  the  situation 
is  this:  The  public,  the  shippers,  Am- 
trak  are  using  the  Penn  Central's  as- 
sets without  paying  for  them.  Not  only 
using  them,  but  using  them  up.  The 
assets  have  decreased  by  $800  million 
in  the  three  years  since  bankruptcy, 
and  are  still  shrinking  at  the  alarm- 
ing rate  of  $200  million  a  year.  Dur- 
ing  the   greatest   industrial   boom   in 


history,  the  railroad  has  actually  been 
losing  traffic. 

What  about  the  rights  of  the  Penn 
Central's  creditors? 

Forbes  put  the  question  to  James 
William  Moore  of  Yale  Law  School. 
Moore  is  the  nation's  leading  expert 
in  bankruptcy  law  and  trustee  of  the 
remains  of  the  old  New  Haven  Rail- 
road. Said  Moore: 

"You  have  a  situation  where  the 
law  can't  give  you  the  answer.  The 
law  won't  make  a  railroad  have  op- 
erating revenues.  If  you  liquidate,  to 
whom  do  you  sell  all  that  stuff?  If 
you  try  to  recapitalize,  who  would 
want  to  invest  a  second  time? 

Moore's  last  question  is  basic. 
Plans  to  "save"  Penn  Central  basi- 
cally propose  shrinking  the  railroad 
down  to  nearly  half  its  present  length 
and  firing  30,000  more  workers  on 
top  of  15,000  already  phased  out 
since  1970.  There  is  a  flaw  in  the 
plans,  however.  Who  is  going  to  put 
up  the  money  for  new  equipment? 
Who  is  going  to  provide  severance 
pay  for  30,000  workers? 

The  plan  put  forward  by  Secretary 
of  Transportation  Claude  S.  Brinegar 


says,  in  effect,  that  existing  creditors 
will  take  common  stock  in  the  new 
railroad.  In  this  way,  they  will  clear 
the  deck  for  the  railroad  to  sell  fresh 
bonds.  It  is  very  doubtful  whether 
the  creditors  would  buy  such  a  plan. 

Why?  Because  they  have  no  guar- 
antee that  the  new  railroad  would 
ever  generate  real  earning  power. 
Rather  than  gamble,  they  might  be 
better  off  to  take  their  chances  with 
a  bankruptcy  auction. 

Last  Resort 

What  can  the  creditors  do?  They 
can,  in  effect,  blackball  the  new  rail- 
road and  others  as  well.  Says  Moore: 

"There  is  every  chance  that  the 
current  creditors  of  Penn  Central 
will  be  wiped  out  completely.  So  how- 
do  you  go  back  to  them  and  get 
them  to  reinvest  in  some  new  north- 
east railroad  bond  issue,  no  matter 
how  that  road  is  restructured?" 

Why  go  back  to  the  same  investors? 
You  almost  have  to.  Railroad  bonds 
aren't  for  the  small  investor.  Most  ol 
the  nearly  $2  billion  in  nonequip- 
ment-related  mortgage  bonds  ol  the 
bankrupt  eastern  railroads  are  owned 
by  major  insurance  companies  and  the 
trust  departments  ol  New  York  hanks. 
Penn  Central  bonds  make  up  068x1) 
$1.5  billion  ol  die  total.  Six  insurance 
firms  hold  nearly  a  fourth  ol  the  $263 

million  in  outstanding  Erie  Lackawan- 
na bonds.  Then  there  arc  the  hanks. 

"I  wouldn't   have  an)    sympath) 
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say,  $180  for  a  $40,000  home.  And  it 
probably  isn't  needed.  The  result:  TI, 
for  one,  pays  out  only  $2  in  benefits 
for  every  $50  in  premiums  it  collects. 
That's  a  loss  ratio  of  only  4%;  the  av- 
erage auto  insurer's  loss  ratio  is  more 
like  50%. 

And  TI  is  in  the  right  place.  It  has 
long  dominated  Southern  California, 
one  of  the  nation's  most  active  real 
estate  markets.  You  can  hardly  drive 
around  the  block  without  seeing  a 
For  Sale  sign. 

Add  it  all  up  and  what  do  you 
get?  Pretax  title  profits  of  $24  million 
for  TI  last  year  on  volume  of  about 
$116  million. 

But  TI  isn't  as  imposing  as  it  looks. 
True,  title  insurance  provides  a  solid 
base,  but  it's  far  from  a  growth  busi- 
ness. The  work  mirrors  the  real  estate 
market's  ups  and  downs.  Furthermore, 
sooner  or  later  title  rates  will  be 
slashed— by  competition  or  govern- 
ment edict.  Last  summer  the  Depart- 
ment of  Housing  &  Urban  Develop- 
ment proposed  cutting  some  title  fees 
around  15%  to  20%.  (Interestingly,  TI 
has  just  hired  away  David  O.  Maxwell, 
the  HUD  general  counsel  who  helped 


shelve  those  new  low  rates.)  Now  TI 
and  11  other  title  outfits  have  just 
been  hit  with  a  $115-million  class- 
action  suit,  alleging  price-fixing  in 
California. 

Over  the  years  TI's  profit  margins 
and  market  share  have  been  eroding. 
TI  reported  earnings  of  $2.99  a  share 
on  revenues  of  $84  million  in  1963, 
with  around  65%  of  the  California  ti- 
tle market.  They  finally  climbed  back 
up  to  $2.98  last  year— but  on  revenues 
of  $156  million,  with  just  half  of  the 
market.  This  year  the  company  may 
have  to  strain  to  boost  profits  a  mea- 
sly 4%. 

Missed  Chances 

Diversification  might  have  helped. 
But  Ernest  Loebbecke,  TI's  fusty  62- 
year-old  chief  executive,  has  only 
dabbled  in  such  diverse  fields  as  fi- 
nancial printing,  real  estate,  execu- 
tive transfer  and  private  mortgage  in- 
surance. Typically,  the  pipe-smoking 
chief  executive,  who  joined  the  com- 
pany in  1934,  mulled  TI's  recent  move 
into  mortgage  insurance  for  at  least 
six  years  before  making  up  his  mind. 
All  told,  the  company's  title  business 


still  accounts  for  a  dominant  72%  of 
TI's  pretax  profits. 

Loebbecke's  right  hand,  former 
Pay  Board  member  Rocco  Siciliano, 
vehemently  denies  that  the  company's 
earnings  are  under  any  pressure.  But 
sometimes  actions  speak  louder  than 
words. 

Since  January  the  company  has 
been  juggling  its  2,900  bank  accounts 
to  keep  the  maximum  amounts  of  cash 
invested  in  various  short-term  invest- 
ments. And  we  mean  short  term,  like 
in  and  out  in  an  hour.  Time  and 
again,  TI  inadvertently  depleted  ac- 
counts, until  finally  late  in  March  its 
exasperated  bankers  stopped  payment 
on  all  TI  checks.  At  that  point,  TI 
was  reportedly  overdrawn  by  about 
$100  million.  The  company  apparent- 
ly needed  expensive  retroactive  loans 
to  be  able  to  "clear  up  the  problem" 
the  next  day. 

Says  one  analyst:  "With  its  stock  at 
about  7  times  earnings,  management 
must  feel  very  vulnerable." 

Loebbecke  says  that  he  is  going  to 
spend  his  last  three  years  before  retire- 
ment at  age  65  "getting  this  compa- 
ny hopping."  ■ 


says  Professor  Moore,  "for  anyone 
who  would  invest  a  second  time."  An 
insurance  company  investment  officer 
told  Forbes:  "I  am  not  about  to  rec- 
ommend a  railroad  investment  out- 
side of  some  good  equipment  bonds 
until  the  picture  changes  radically." 

What  would  it  take  to  lure  him 
back?  "Just  superficially,  I  would  say 
that  if  there  were  a  reorganization 
plan  to  help  us  cut  our  current  bond 
losses;  and  if  there  were  a  restructur- 
ing of  the  railroad  itself  dealing  real- 
istically with  the  track-abandonment 
and  labor  problems  so  that  there  are 
prospects  for  operating  revenues,  then 
we  might  come  back,"  he  said. 

The  insurance  man  went  one  step 
further:  "Fuankly,  the  conditions  that 
worry  me  extend  beyond  Penn  Central. 
The  whole  industry  worries  me;  I'd 
like  to  see  some  nationwide  reforms." 

So  the  Penn  Central  is  even  hurt- 
ing the  credit  rating  of  healthy,  well- 
managed  roads.  If  these  roads  got  in 


trouble,  would  their  creditors  be 
treated  as  shabbily  as  the  Penn  Cen- 
tral's? Seaboard  Coast  Line  plans  to 
sell  a  mortgage  issue  this  month,  but 
SCL  is  an  ultraprosperous  road.  Only 
a  few  others  could  do  the  same. 

Complains  Isabel  Benham,  Shear- 
son  HammhTs  veteran  rail  analyst:  "It 
worries  me.  Here  we  have  quality 
rails  such  as  Southern  and  Norfolk  & 
Western  and  others  selling  at  only  6 
to  7  times  last  year's  earnings  and 
with  above  average  yields,  and  I  can- 
not make  a  recommendation  that  our 
clients  buy." 

Collision  Course? 

Back  to  the  Penn  Central.  The  Fifth 
Amendment  to  the  U.S.  Constitution 
says  that  the  Government  cannot  take 
private  property  without  giving  just 
compensation.  Penn  Central's  bank- 
ruptcy court  judge,  John  Fullam,  has 
already  said  that  the  time  is  rapidly 
approaching   when    giving   in    to   the 


public  interest  crosses  the  line  into  an 
unconstitutional  erosion  of  the  credi- 
tor's holdings. 

What  if  the  Supreme  Court  de- 
cides that  the  public  interest  is  over- 
riding and  that  the  creditors  get  noth- 
ing of  value?  What  does  that  do  to 
the  attitudes  of  bondholders  of 
healthy  railroads— or  other  utilities  for 
that  matter? 

Perhaps  more  confusing  is  the  al- 
ternative: What  if  the  Supreme  Court 
decides  that  creditors  are  people,  too? 
Short  of  liquidation,  whence  will 
come  the  money  to  provide  something 
for  the  bondholders?  Taxpayers'  mon- 
ey? The  Nixon  Administration  seems 
to  rule  this  out. 

Round  and  round  the  situation 
goes,  with  plans  aplenty,  but  no  solu- 
tion in  sight  for  the  basic  conflict  be- 
tween property  rights  and  the  public's 
rights.  The  Penn  Central,  says  George 
Baker,  one  of  its  trustees,  "is  on  a  col- 
lision course  with  the  Constitution."  ■ 
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The  Long  Road  Back 


Wall  Street  has  little  use  for  a  discredited  growth  company  like  FMC. 
Bob  Malott  is  out  to  prove  Wall  Street  wrong. 


The  Clark  Kent  resemblance  hits 
you  right  away.  The  same  jutting 
profile,  dark-rimmed  eyeglasses,  sturdy 
build  and  earnest  bearing.  Perhaps 
the  hair  is  a  shade  too  light,  but  it's 
combed  back  the  same  way.  Any 
moment  you  figure  that  Robert  H. 
Malott  might  step  into  the  next  room, 
slip  quickly  out  of  his  business  suit 
and  reappear  as  Superman,  instead  of 
as  the  46-year-old  boss  of  Chicago's 
FMC  Corp'. 

FMC  was  once  a  supercompany, 
but  right  now  it  badly  needs  a  Clark 
Kent.  Food  Machinery  &  Chemical 
Corp.,  as  it  was  known  until  1961, 
commanded  20  times  earnings  in  the 
early  Sixties,  when  20  times  earnings 
was  lofty  indeed.  FMC  had  quite  a 
record.  Right  through  the  Great  De- 
pression it  kept  in  the  black,  and  in 
every  year  from  1950  to  1966  it  pro- 
vided the  kind  of  curve  the  money 
management  herd  so  dearly  loves: 
each  year  higher  than  the  last. 

FMC  wasn't  a  machinery  company 
or  a  conglomerate.  It  was  a  growth 
company. 

Then  in  1967,  the  string  of  gains 
ended  abruptly.  Earnings  sagged  from 
$2.17  to  $1.86.  In  1968  the  upward 
march  resumed— but  sharp-eyed  in- 
vestors noticed  that  nearly  half  the 
gain  came  from  an  accounting  change. 
And  that  was  the  high-water  mark. 
FMC's  earnings  per  share  dropped 
during  the  next  three  years  to  $1.45 
in  1971.  Last  year  they  came  back  to 
$2.03,  still  below  the  1966  peak. 
FMC's  return  on  equity  has  declined 
from  a  superb  19%  in  the  mid-Sixties 
to  a  fairly  ordinary  12%  last  year. 

Today  FMC  is  priced  down  with 
the  great  majority  of  doghouse  stocks, 
at  just  over  eight  times  1972  earnings. 

Where  and  how  did  FMC  run  out 
of  steam?  Can  it  come  back? 

The  Driving  Force  Leaves 

FMC,  the  growth  company,  was 
the  creation  of  a  crinkly-eyed  Welsh- 
man, Paul  Davies.  Unlike  most  strong 
creator-bosses,  Davies  did  not  die  in 
the  saddle.  In  1966,  at  66,  he  resigned 
to  start  a  new  career  on  Wall  Street. 
Today,  at  72,  he  is  a  senior  managing 
director  at  Lehman  Brothers. 

Davies  built  his  father-in-law's  little 
orchard  sprayer  company  into  a  bil- 
lion-dollar semiconglomerate  with 
strong  interests  in  chemicals  (includ- 
ing synthetic  fibers  and  film),  defense 
and  machinery. 

In  leaving  the  company  while  he 


was  still  healthy  and  vigorous,  Davies 
hoped  to  avoid  the  common  mistake 
of  overstaying  his  time  and  of  failing 
to  develop  strong  successors.  This  was 
a  rare  and  courageous  act.  It  did  not 
work  out  as  well  as  he  hoped. 

The  diversification  upon  which 
Davies  depended  also  proved  less  re- 
liable than  he  had  anticipated.  In  the 
profit  squeeze  that  afflicted  most  of 


Well-Versed.  Bob  Malott,  FMC's 
third  CEO  in  six  years,  has  had 
top-level  experience  in  every 
major  FMC  business. 


U.S.  business  in  the  late  Sixties  and 
early  Seventies,  every  part  of  FMC 
was  hard  hit.  In  fibers  and  film,  oper- 
ating earnings  (before  taxes  and  cor- 
porate overhead)  slumped  from  $47 
million  to  $9  million  between  L968 
and  1971.  In  roughly  the  same  years, 
defense  dropped  from  $27  million  t<> 
$16  million;  cliemicals  from  $39  mil- 
lion to  $29  million.  Even  in  machinery, 
the  core  business,  operating  earnings 
skidded  from  $55  million  to  $43  mil- 
lion. A  diversified  growth  company  is 
not  supposed  to  behave  this  way.  It 
is  supposed  to  buck  the  trend  in  profit 


squeezes.  Its  strength  in  some  lines 
is  supposed  to  more  than  balance  out 
weakness  in  others. 

Davies'  handpicked  successor  was 
'  James  M.  Hait,  a  brilliant  engineer. 
Hait  designed  an  armored  personnel 
carrier  for  the  Army  in  the  Fifties 
which  is  still  the  foundation  of  to- 
day's generation  of  vehicles.  It  be- 
came the  basis  of  FMC's  $164-million 
defense  business.  Hait  proved  less 
than  successful  in  dealing  with  the 
problems  that  hit  the  company;  in 
1967  he  was  replaced  as  chief  execu- 
tive officer,  although  he  remained  as 
chairman  until  he  retired  in  1971. 
Jack  M.  Pope,  a  financial  man,  was 
president  under  Hait,  and  replaced 
him  as  CEO.  Pope  was  equally  un- 
successful in  reversing  FMC's  down- 
ward slide,  and  he  also  retired  in  1971. 

Bob  Malott  became  CEO  early  in 
1972.  He  is  a  20-year  FMC  veteran 
who  was  personally  recruited  right 
out  of  Harvard  Business  School  by 
Paul  Davies. 

Malott  is  the  first  to  admit  that  he 
has  a  long  way  to  go  before  turning 
FMC  around.  "Come  back  and  talk  to 
me  in  two  or  three  years,"  he  says 
when  the  subject  comes  up.  Malott 
is  also  aware  that  before  long  FMC's 
record  will  be  his  own  record,  and 
excuses  about  past  mistakes  will  not 
do  him  much  good.  "Like  Mr.  Nixon 
and  Vietnam,  this  will  soon  be  my 
war,"  he  says  without  much  humor. 

Luffed  by  a  Boom 

The  hottest  parts  of  the  corporate 
wars  for  FMC  were  in  its  costly  fibers 
and  film  side.  The  heart  of  this  division 
is  the  old  American  Viscose  Corp.  An 
old-line  rayon  and  acetate  company, 
Aviseo  was  the  first  ol  two  trouble- 
some major  acquisitions  FMC  made 
during  the  Sixties  (the  other  being 
Link-Kelt  Co.   in    1967).    Davies  gc4   a 

seeming  bargain  in  acquiring  Avisco's 

operating  assets  for  $116  million,  and 
got  in  return  annual  sales  of  nearly 
$250  million  and  profits  oi  $1  I  million. 

But  Aviseo  was  a  very  tattered 
bargain.  As  far  back  as  1950  it  had 
netted  833  million  on  sales  ol  $269 
million,  but  during  the  Fifties  newer 
noncellulose  synthetics— nylon,  acrylic 
and    especially    polyester    fibers— had 

taken  all  (he  growth  aw.iv   I  mm    \\  is 

eo's  more  easily-wrinkled  rayon  and 
acetate   fibers.    In    1949    Aviseo   had 

set  up  a  50-50  joint  venttiie  with 
Monsanto  called  (  'heinslrand  (dip 
to    make    aerylie    fibers,    but    sold    out 
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to  Monsanto  in  1961.  Meanwhile, 
Lvisco's  failures  in  trying  to  enter  oth- 
sr  new  fields— notably  polypropylene 
jlasties  and  cellulosic  food  materials 
-had  left  it  stranded.  In  1961  Avis- 
co's  Chairman  Frank  Reichel  admit- 
ted: "We're  really  in  a  bind.  There's 
10  great  growth  potential  in  our  main 
ield  [rayon]  and  we  have  no  actual 
jlans  about  setting  a  corporate  goal." 

So  in  American  Viscose  Davies 
bought  a  directionless  company  with 
an  outmoded  product  line  and  a  re- 
turn on  equity  of  less  than  5%.  He 
acquired,  too,  a  company  whose  top 
managers  were  on  the  verge  of  re- 
tirement, that  had  cut  research  and 
capital  spending  to  the  bone  and,  in 
fact,  had  given  up  hope. 

A  good  deal  of  the  above  is  retro- 
spect. The  situation  didn't  look  that 
bad  at  the  time.  An  upswing  in  the 
textile  cycle  produced  a  timely  though 
short-lived  boom  in  rayon  sales  around 
the  time  FMC  bought  Avisco.  It  last- 
ed just  long  enough  to  finally  push 
FMC's  sales  above  $1  billion  in  1966, 
the  year  that  Paul  Davies  retired,  and 
raise  net  profits  to  $63  million,  or 
$2.17  per  share. 

Says  Bob  Malott  today:  "In  retro- 
spect, I  think  that  rayon  boom  was 
very  bad  for  us.  It  put  us  to  sleep 
for  a  while."  Worst  of  all,  it  lulled 
FMC  away  from  pushing  Avisco  into 
polyester  fiber  at  a  time  when  it  was 
still  possible  to  get  in  near  the  ground 
floor.  When  FMC  woke  up,  and  fi- 
nally did  try  to  enter  the  polyester 
business  later  in  the  Sixties,  the  mar- 
ket was  already  overpopulated.  So 
today,  with  polyester  plant  capacity 
again  under  control  and  prices  mov- 
ing up,  FMC  has  only  about  3%  to 
p%  of  the  market  and  little  prospect 
o  getting  much  more  against  en- 
trenched competitors.  FMC  blew  a 
great  opportunity,  one  that  could  have 
justified  all  the  pain  Avisco  was  to 
cause  during  the  late  Sixties. 

And  that  pain  was  extreme.  No 
sooner  had  Davies  stepped  down  in 
1966  than  the  entire  synthetic  fibers 
industry  plunged  into  a  four-year  orgy 
of  overproduction  and  price-cutting. 
Pope  had  n()w  become  president  of 
the  parent  company,  but  with  waves 


of  price  declines  breaking  over  his 
head,  he  couldn't  leave  Philadelphia 
to  help  Hait,  now  chairman,  manage 
the  overall  company.  Volume  re- 
mained fairly  high;  FMC's  fiber  sales 
never  dropped  below  $300  million  af- 
ter 1965  and  even  hit  a  record  $350 
million  in  1971,  the  year  that  both 
Hait  and  Pope  departed.  But  operat- 
ing profits  from  fibers  had  all  but 
disappeared. 

"I  think  you  could  say  that  we 
overreacted,  that  we  made  it  a  lot 
worse  than  it  had  to  be,"  says  Ex- 
ecutive Vice  President  Raymond  C. 
Tower,  who  now  heads  up  FMC's 
recently  combined  chemicals  and  fi- 
bers group.  "It  was  too  easy  just  to 
go  out  and  chop  the  price." 

Then  in  1967,  with  Davies  looking 
on  from  the  board  of  directors,  Hait 
and  Pope  decided  to  try  their  hand 
at  a  major  acquisition  of  their  own- 
Chicago's  Link-Belt  Co.  Link-Belt  was 
about  the  same  size  Avisco  had  been, 
around  $250  million  in  sales,  but  ap- 
peared to  be  in  better  shape.  Its  sales 
(mainly  of  materials  handling,  con- 
struction and  power  transmission 
equipment)  had  risen  almost  50%  in 
three  years  and  its  net  income  had 
doubled  to  $12  million  in  four  years. 
It  was  highly  liquid  and  returned 
more  than  10%  on  equity.  And  its 
markets,  while  quite  competitive,  did 
seem  to  have  plenty  of  future  growth 
potential. 

But  Link-Belt  had  a  serious  flaw. 
Years  earlier  its  management  had  de- 
cided that  the  best  way  to  sell  ma- 


terials handling  equipment  was  to 
offer  it  in  a  package  along  with  all 
the  related  engineering  and  design 
services  needed  to  set  up  materials 
handling  systems  in  customers'  plants. 
This  was  the  "systems  approach,"  ex- 
cept that  Link-Belt  counted  on  mak- 
ing a  healthy  profit  from  the  services 
as  well  as  the  equipment  in  order  to 
stay  solvent.  For  a  time,  this  strategy 
worked  well  for  Link-Belt,  perhaps 
too  well. 

"What  happened  was  that  others 
followed  Link-Belt  and  in  an  increas- 
ingly competitive  environment  began 
giving  away  their  engineering  ser- 
vices," says  Malott.  Result:  Soon  after 
FMC  acquired  it,  Link-Belt  was  in 
serious  profit  trouble.  Serious  enough 
that  major  surgery  had  to  be  per- 
formed. FMC  moved  the  headquarters 
of  its  machinery  group  from  Califor- 
nia to  Chicago,  to  get  closer  to  the 
problems,  then  laboriously  began  to 
redeploy  Link-Belt's  highly  centralized 
machinery  and  engineering  operations 
into  separate  divisions  with  individual 
profit-making  responsibility.  Once  the 
details  of  the  reorganization  were  com- 
pleted, it  took  several  years  of  closely 
supervised,     divisionalized     manage- 
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ment  to  restore  adequate  profits  to 
Link-Belt's  operations. 

Organizational  (laws  aside,  Link- 
Belt  also  had  some  antiquated  plants 
that  Pope  and  Hait  should  have  shut 
down  hut  didn't.  Says  Malott:  "The 
emphasis  in  FMC  had  always  been 
on  building  and  expanding  things. 
The  idea  of  shutting  something  down 
or  selling  it  of!  just  wasn't  considered. 
Since  I  took  over,  we  have  closed 
down  four  Link-Belt  plants." 

It  is  interesting  that  two  of  FMC's 
worst  problems  came  from  its  new- 
est businesses:  Aviseo  and  Link-Belt. 
Seemingly,  their  success  in  the  older 
businesses  had  made  them  overcon- 
fident of  their  ability  to  manage  amj- 
tl'i>i<z,  to  provide  synergy  to  unrelated 
acquisitions. 

Notice,  for  example,  how  well 
FMC's  older  businesses  held  up  right 
through  the  worst  times.  Agricultural 
and  food  machinery— which  included 
things  like  orange  juice  extractors, 
egg  handling  equipment,  peach  pitters 
and  pea  harvesters— continued  to  do 
well,  thanks  in  large  part  to  the  trend 


toward  convenience  foods  in  the  U.S. 
This  trend  required  new  machinery 
lor  processing,  preparing  and  packag- 
ing food  items,  thus  continually  giving 
FMC  new  leases  on  life.  FMC  had 
also  gotten  into  other  machinery  lines: 
petroleum  equipment,  mining  equip- 
ment, cranes  and  excavators,  water 
treatment  equipment,  lawn  mowers 
and  even  snowmobiles.  Many  of  its 
machinery  lines  were  also  doing  well 
overseas. 

The  recession  of  1970-71  eventually 
took  its  toll  on  FMC's  entire  machin- 
ery group,  however.  Sales  peaked  out 
in  the  vicinity  of  $560  million  for  the 
three  years  1969  through  1971,  and 
operating  profits  slumped  from  $55 
million  to  $42.7  million.  This  was  to 
be  expected  in  so  cyclical  a  business 
as  machinery.  What  went  wrong  was 
that  the  latter  diversification  failed 
to  take  up  the  slack— as  it  was  in- 
tended to  do. 

While  FMC  had  its  hands  full  in 
fibers  and  machinery— its  newest  area 
of  business  and  its  oldest  one— things 
were  also  heading  downhill  in  chemi- 


cals. FMC  is  essentially  a  producer  of 
basic  chemicals.  That  is,  commodity- 
type  industrial  chemicals  like  chlorine 
and  soda  ash,  where  just  about  the 
only  difference  between  its  products 
and  its  competitors'  is  price.  Gradual- 
ly those  basic  chemicals,  which  yield- 
ed good  profits  in  the  Fifties,  became 
less  and  less  profitable  during  the  Six- 
ties as  competition  sharpened.  It  hap- 
pened to  everyone,  not  just  FMC.  The 
best  defense  against  it  seemed  to  be 
in  having  a  dominant  market  share,  so 
that  what  was  lost  on  price  could  be 
made  up  on  unit  volume.  So  the  ba- 
sic chemical  producers  all  built  more 
and  more  plant  capacity,  which,  of 
course,  only  brought  on  oversupply 
conditions  and  further  price-cutting. 
It  was  a  vicious  cycle,  and  by  the 
late  Sixties  it  caught  up  with  the 
chemical  industry— and  FMC— in  full 
force.  Not  even  FMC's  strong  raw 
materials  position  and  sizable  market 
shares  in  things  like  soda  ash  and 
phosphorous  chemicals  could  protect 
profits  completely. 

Then  came  a  one-two  punch  in  the 


ANATOMY  OF  A  COLLAPSE 

Diversification  deserted  FMC  between  1968  and  1971;  all  four  of  its  main  businesses 

hit  the  profit  skids.  In  1972  record  machinery  profits  were  enough  to  raise  total  company  earnings, 

but  defense  and  fiber  profits  were  still  going  downhill  and  chemical  profits  remained  below  earlier  levels. 
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form  of  trouble  with  two  new  chem- 
ical plants.  One  blew  up;  the  other 
simply  wouldn't  work.  The  former 
was  a  pesticide  plant  in  Baltimore,  built 
in  1968-69  to  make  a  new  product 
called  Furadan.  Along  with  a  com- 
panion operation  in  Middleport,  N.Y., 
the  Baltimore  plant  was  already  hav- 
ing costly  start-up  difficulties  in  the 
summer  of  1969.  Then  one  hot  night 
in  July  a  small  disc  ruptured  and  pro- 
duced a  tremendous  explosion.  The 
plant  was  shut  down  completely  for 
three  months,  postponing  the  intro- 
duction of  Furadan,  now  a  big  mon- 
eymaker for  FMC,  for  a  full  year. 

The  other  was  a  brand-new  glycer- 
ine plant  at  Bayport,  Tex.,  which 
was  completed  in  1968.  For  two 
years,  at  a  direct  cost  approaching 
$10  million,  plus  untold  millions  in 
lost  sales  and  profits,  FMC  struggled 
to  make  the  plant  work.  "It  was  our 
fault,"  admits  Ray  Tower.  "The  pilot 
plant  worked,  but  it  was  not  correct- 
ly conceived.  The  technology  did  not 
perform  the  way  our  scientists  said  it 
would."  Not  until  mid-1972,  four 
years  later,  did  the  Bayport  plant  be- 
gin earning  monthly  profits. 

Under  the  circumstances,  FMC 
needed  a  truly  stellar  performance 
from  its  remaining  major  business,  de- 
fense. With  Vietnam  heating  up,  sud- 
denly FMC's  M-113  armored  person- 
nel carriers  were  in  heavy  demand. 
Between  1967  and  1969  FMC  sold 
several  thousand  M-113s  to  the  U.S. 
Army,  and  its  operating  profits  from 
defense  rose  fivefold  to  $26.6  million. 

You  can  guess  the  rest.  The  Viet- 
nam buildup  ended  and  with  it 
FMC's  big  defense  earnings.  By  1972 
the  Army  was  buying  no  more  M-113s 
for  its  own  use,  and  the  product  that 
had  been  the  backbone  of  FMC's  de- 
fense business  for  a  dozen  years  was 
now  being  sold  only  to  foreign 
governments. 

To  be  sure,  FMC  had  added  some 
other  defense  items.  In  late  1963  it 
had  acquired  the  Northern  Ordnance 
Co.,  which  makes  naval  gun  mounts 
(including    everything    but    the    gun 


Three  Who  Tried.  Strong  men  don't  always  breed  strong 
successors.  Paul  Davies  (left)  bu/7t  FMC  into  a  billion-dollar 
growth  company,  but  neither  Jack  M.  Pope  (center)  nor 
James  M.  Halt  (right)  could  keep  the  pace  during  the  late  Sixties. 


barrel).  In  the  late  Sixties  it  was  doing 
a  fairly  brisk  trade  in  5-inch,  54-cali- 
ber  guns  for  Navy  vessels.  But  North- 
ern Ordnance,  like  almost  every  other 
part  of  FMC,  also  ran  into  trouble. 
In  1971  it  suffered  a  four-month  strike, 
thus  prompting  the  Navy  to  seek  a 
second  source  of  supply  for  the  5-inch 
54s.  It  sent  out  for  bids,  and  shortly 
General  Electric  walked  off  with  a 
large  chunk  of  FMC's  business.  Re- 
sult: By  the  end  of  1971  operating 
profits  from  defense  had  fallen  to 
$17.1  million  from  the  1969  peak  of 
$26.6  million.  In  1972  they  dropped 
another  couple  of  notches,  to  $11.7 
million. 

FMC  now  notes  in  its  annual  stock- 
holder reports  that  defense  has  been 
pared  down  to  only  one-tenth  of  total 
sales,  but  that  is  making  misfortune 
sound  like  a  virtue.  Defense  was  in- 
tended to  be  one  of  FMC's  four  sturdy 
legs,  but  now  seems  destined  to  be 
merely  a  stub.  Emiel  T.  Neilsen,  ex- 
ecutive vice  president  over  the  defense 
and  machinery  group,  says  gamely: 
"We're  certainly  not  pulling  out  of  de- 


fense; we're  trying  to  sell  all  we  can." 
Misfortunes,  setbacks  are  the  lot  of 
any  management.  The  trouble  in 
FMC's  case  was  that  the  setbacks  got 
out  of  hand.  Part  of  the  problem  was 
that  FMC,  which  previously  had 
grown  slowly  but  steadily,  grew  in 
huge,  acquisitive  lumps  in  Davies'  last 
years  at  the  helm.  Pope  and  Hait 
tried  to  continue  running  a  billion- 
dollar  company  the  same  way  Davies 
had  when  it  was  much  smaller  and 
still  abuilding.  In  the  old  days,  Davies 
could  run  the  company  with  a  loosely 
decentralized  management  and  keep 
it  all  in  his  head.  But  at  $1.3  billion, 
neither  Hait  nor  Pope,  nor  even  Da- 
vies toward  the  end  of  his  tenure, 
could  do  that. 

So  Bob  Malott,  in  trying  to  pick  up 
the  pieces,  made  it  his  first  order  of 
business  to  tighten  up  FMC's  decision- 
making and  control  procedures.  The 
company  is  still  highly  decentralized, 
but  not  as  much  so.  Nowadays  capital 
expenditures  over  a  certain  amount, 
major  price  changes,  important  per- 
sonnel selections  and  the  like  must  be 


Vietnam  Victim.  FMC's  three  other  businesses— fibers,  ma- 
chinery and  chemicals— all  have  good  comeback  prospects. 


Not  so  in  its  defense  business,  where  the  growth  came 
mainly    from    armored    personnel    carriers    for    Vietnam. 
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The  figures  speak  for  themselves... 
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cleared  through  corporate  headquar- 
ters, which  Malott  last  summer  shifted 
from  San  Jose  to  a  geographically 
more  central  location  in  Chicago. 

Now  that  the  U.S.  economy  has 
picked  up  and  disasters  are  no  longer 
piling  one  on  top  of  another  at  FMC, 
Malott  is  also  trying  to  bring  some 
strategic  order  out  of  what  had  be- 
come a  tactical  chaos.  Hait  and  Pope, 
out  of  necessity,  were  forced  to  con- 
centrate on  short-run  tactics,  to  spend 
most  of  their  time  putting  out  fires. 
If  they  had  longer  range  strategic 
plans,  they  never  really  had  a  chance 
to  put  them  into  effect.  Malott  admits 
he  doesn't  have  all  the  answers,  but 


as  he  puts*  it:  "We  are  trying  to  get 
away  from  the  situation  where  the  an- 
swer to  a  problem  is  simply  to  go 
out  and  cut  prices." 

Malott  has  a  few  things  going  for 
hi m  right  now.  His  most  troublesome 
area  still  is  fibers,  but  last  summer  he 
received  a  blessing  in  disguise.  Floods 
in  the  wake  of  Hurricane  Agnes 
wiped  out  a  large  Avisco  rayon  plant 
in  Lewistown,  Pa.,  costing  FMC  a  $20- 
million  write-off.  But  in  one  stroke, 
that  flood  also  brought  plant  capacity 
in  line  with  demand  in  the  U.S.  ray- 
on market,  of  which  FMC  has  a  60% 


share.  Now  rayon  prices  are  on  the 
mend,  with  two  increases  announced 
already  this  year.  With  other  synthet- 
ic fibers  currently  in  short  supply, 
both  rayon  and  acetate  sales  are  rising 
for  FMC.  Of  course,  the  company  is 
still  hurting  from  its  earlier  failure  to 
get  into  polyester  fibers  when  it  had 
the  chance,  but  you  can  look  for 
FMC  to  improve  its  fiber  earnings  in 
1973,  its  first  gain  in  five  years.  Not  a 
big  gain,  mind  you,  but  as  Ray  Tower 
says:  "I'd  rather  be  one  mile  from  hell 
going  away  from  it  than  ten  miles 
from  hell  moving  toward  it." 

Chemical    demand    is    strong,    too, 
and  prices  are  improving,  thanks  to 


One  Secref  of  successful  diversification 
is  to  have  diversification  within  diversi- 
fication. That  is  the  case  in  FMC's 
machinery  business,  which  ranges  all  the 
way  from  fruit  sprayers  to  excavators, 
from    corn    pickers    to    street    sweepers. 


the  healthier  economy.  "Basic  chemi- 
cals, the  old  whipping  boy,  happen  to 
be  the  best  part  of  our  business  to- 
day," says  Tower.  And  FMC's  ma- 
chinery business  is  going  great  guns, 
too.  "About  the  worst  thing  you  could 
say  about  our  machinery  business  to- 
day is  that  we  didn't  have  the  guts, 
when  the  recession  was  upon  us,  to  go 
out  and  build  a  lot  of  plant  capacity," 
says  Emiel  Nielsen.  "We  could  use 
that  capacity  right  now." 

Where  does  all  this  leave  this  some- 
what deflated  growth  company?  FMC 
is  learning  to  live  with  being  a  big 
company  spread  over  many  industries. 
The  worst  is  over.  In  its  poorest  re- 
cent year,  1971,  it  earned  nearly  10% 
on  stockholders'  equity;  disappointing 
this  return  may  be,  but  it  is  hardly 
disastrous.  FMC  has  proved  it  has  the 
basic  strengths  to  take  major  trou- 
bles in  its  stride. 

If  perhaps  it  never  quite  deserved 
the  high  price/ earnings  ratio  of  the 
early  Sixties,  there  is  nothing  in  the 


picture  to  justify  the  rock-bottom  P/E 
ratio  FMC  has  today.  FMC  will  nev- 
er be  IBM,  but  if  Bob  Malott  does  his 
job  well,  his  stockholders  may  yet 
have  reason  to  be  happy  with  their 
investment.   ■ 
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Lucy  and  Desi,  Jr.  are  on  our 
first  cover  this  April,  just  as 
they  were  20  years  ago  when  we 
first  introduced  TV  GUIDE  as  a 
national  publication.  During 
those  years  we've  devoted 
much  of  our  space  to  articles 
about  performers  and  shows— 
and  we're  still  doing  it— even 
though  we've  been  paying  an 
increasing  amount  of  attention 
to  television  as  a  communi- 
cations medium,  television  as  a 
tremendously  effective  force  in 
our  society. 

In  20  years  television  has 
grown  from  24  million  homes  to 
65  million,  TV  GUIDE  from  an 
initial  circulation  of  1.5  million 
to  more  than  19  million.*  A 
great  many  entertainment  pro- 
grams have  come  and  gone.  A 
great  many  laugh  tracks  and  ap- 
plause tapes  have  been  worn 
out.  A  great  many  critics  have 
thrown  up  their  hands  and  rele- 
gated television  to  the  ignominy 
of  "boob  tube." 

Well,  we've  been  criticizing 
programs  ourselves  for  two 
decades  now,  finding  fault  with 
sloppy  production,  mediocre 
acting  and  formula  writing 
whenever  it  appeared  on  our 
screens.  But  we've  always  be- 
lieved that  if  television  is  seldom 
as  good  as  it  could  be,  it  is  also 
rarely  as  bad  as  it  is  painted. 
That  is  why  we  always  hasten  to 
give  credit  when  it  is  due  those 
who  use  the  medium  creatively, 
who    produce    programs   with 


care  and  with  respect  for  the 
audience. 

More  important,  we  have 
been  concerned  with  observing 
and  reporting  the  effect  tele- 
vision is  having  on  our  lives  and 
on  our  culture.  As  our  most  im- 
mediate, most  pervasive  com- 
munications medium,  it  cannot 
help  but  change  our  perspec- 
tive, our  philosophy.  There  is  in- 
deed much  more  to  television 
than  enjoying  an  old  movie, 
laughing  at  Lucy's  antics  or 
watching  the  evening  news. 

In  time  of  national  sorrow 
over  the  loss  of  a  leader  or  of 
national  pride  in  achieving  a 
new  goal  in  space,  the  tele- 
vision cameras  bring  us  togeth- 
er, a  nation  united  by  common 
knowledge,  common  emotion. 

Even  when  we  are  divided 
in  opinion,  as  in  political  cam- 
paigns and  other  periods  of  na- 
tional debate,  television  helps 
emphasize  the  democratic  prin- 
ciples of  our  system. 

As  to  helping  shape  our 
philosophy,  it  was  not  until  tele- 
vision turned  its  cameras  on  the 
black  struggle  for  equality  that 
Congress  was  prompted  at  long 
Jast  to  enact  civil  rights 
legislation. 

The  youth  revolution, which 
certainly  brought  changes  in 
the  administration  of  our  univer- 
sities, could  not— we  believe— 
have  taken  place  without  tele- 
vision to  report  student  griev- 
ances,   real   ones   as   well   as 


imagined  ones. 

Certainly  the  attitude  of  the 
majority  of  Americans  toward 
the  war  in  Southeast  Asia 
changed  greatly  during  the  past 
decade.  Does  anyone  question 
the  importance  of  television, 
which  brought  the  war  to  our  liv- 
ing rooms  each  evening,  in  ef- 
fecting this  change  of  attitude? 

It  will  be  decades  before 
experts  can  assess  all  the  in- 
fluences this  medium  is  having 
upon  us  and  our  society.  But  we 
can  begin  to  discuss  these  in- 
fluences now.  Which  is  exactly 
what  TV  GUIDE  is  doing  each 
week. 

As  a  service  magazine,  we 
provide  information  on  each 
week's  programs— when  and 
where  they  will  be  broadcast, 
what  they  will  be  about.  As  a 
special  interest  magazine,  we 
profile  the  medium's  entertain- 
ers as  well  as  the  people  be- 
hind the  cameras— the  writers 
and  producers  and  directors 
and  network  executives. 

Finally,  in  fulfilling  the  tradi- 
tional role  of  a  magazine,  we 
provide  readers  with  perspec- 
tive. In  our  case  it  is  perspective 
of  a  medium  that  entertains  and 
informs  us— and,  perhaps  more 
than  any  other  force  in  America, 
is  changing  our  thinking  and 
our  ideas  and  our  attitudes. 
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The  Numbers  Game 


A  Few  (Fairly)  Kind  Words 


T.S.  Eliot  was  right  about  April.  April  is  the  crudest 
mouth.  Income  taxes.  Record  rainfall.  Meatless  lunches 
with  gloomy  stockbrokers.  Scandal  at  Equity  Funding.  As- 
tounding auditing  oversight  at  Whittaker. 

Ah,  but  May  was  at  hand.  The  merry  month.  Whistling 
mailmen  bearing  bundles  of  shiny  new  annual  reports 
each  day.  Our  desk  hopelessly  buried  under  the  latest 
published  works  of  American  industry. 

What  kind  of  crop  of  reports  will  May  bring?  For  a 
preview,  we  began  perusing  the  early-blooming  ones. 

Aha!  Here  was  an  interesting  report.  Little  Anixter  Bros., 
Inc.  out  in  Skokie,  111.  had  cracked  the  full-disclosure 
problem  and  saved  a  bundle  in  the  process.  They  had 
simply  slapped  a  blue-and-white  cover  on  their  annual 
SEC  Form  10K  and  fired  it  off  to  shareholders.  Not  as 
attractive,  perhaps,  as  their  1971  effort,  which  had  been 
full  of  charts.  But  a  good  deal  more  informative. 

Looking  at  Anixter's  dismal  earnings  record  (an  88%  de- 
cline from  1969  to  1971  followed  by  a  loss  in  fiscal  1972), 
it  wasn't  hard  to  see  what  had  prompted  this  daring 
break  with  tradition. 

Whatever  the  motivation,  it  was  a  good  move,  although 
we  preferred  the  solution  of  one  company,  Winnebago  In- 
dustries, which  last  year  mailed  its  10K  along  with  its  an- 
nual report.  Of  2,000  shareholders  responding  to  the  move, 
90%  said  they  were  in  favor  of  it. 

To  Anixter  Bros.,  Inc.,  then,  the  Making-a-Virtue-of- 
Necessity  Award  for  1972! 

Next  annual  report  in  the  stack:  Bell  &  Howell.  The 
company  whose  1971  report  had  been  sharply  criticized 
for  inadequate  "lines  of  business"  breakdowns  by  New 
York  University's  astute  accounting  professor  Lee  J.  Seid- 
ler.  Let's  see  if  B&H  had  mended  their  ways  this  year: 

Well,  what  do  you  know!  Divisional  breakdowns  of 
sales  and  earnings  had  been  expanded  from  three  to  seven, 
with  special  mention  of  the  important  Bell  &  Howell 
Schools  operation— a  specific  Seidler  criticism.  The  result 
gave  a  far  more  meaningful  picture  of  operations. 

All  that  pressure  from  SEC  Chairman  William  Casey 
was  having  its  effect.  Casey  had  asked  for  disclosure  of 
accounting  policies,  and  for  details  on  management  as- 
sumptions on  long-term  contracts— a  frequent  source  of 
write-offs.  This  year  Bell  &  Howell  showed  a  reasonable 
reserve  for  cancellations  and  bad  debts  on  contracts  in 
the  Schools  division— the  lack  of  which  in  its  1971  report 
had  also  worried  Seidler. 

For  Bell  &  Howell  the  coveted  Reformed-Sinner  Trophy. 

Now  what  about  the  annual  reports  of  the  large  mul- 
ticompanies?  Those  were  the  sinners  that  really  needed 
reforming  in  terms  of  specific  divisional  breakdowns  by 
sales  and  earnings.  We  rummaged  through  the  piles  on  our 
desk  and  pulled  out  a  few. 

A  curious  reverse  principle  seemed  to  be  at  work.  The 
more  painful  the  multicompany's  credibility  gap,  the  bet- 
ter its  1972  lines  of  business  disclosure.  Gulf  &  Western 
had  about  the  most  specific  and  most  comprehensible 
breakdown  of  divisional  sales  and  earnings  of  any  multi- 
company  we  looked  at.  G&W  1972  sales  of  $1.7  billion 
and  operating  income  of  $146.5  million  were  broken  down 
eight  ways  on  a  four-year  basis  with  additional  break- 
downs on  depreciation,  capital  expenditures  and  subunit 
sales  volume  in  each  of  the  eight  areas. 

In  contrast,  a  venerable  blue  chip  like  Wcstinghouse 
could  only  bring  itself  to  break  down  its   1972  sales  of 


$5.1  billion  and  earnings  of  $199  million  four  ways  on  a 
two-year  basis.  Westinghouse  used  too  much  space,  we 
thought,  for  large  color  photos;  not  enough  for  divisional 
breakdowns.  The  breakdowns  used  were  just  too  big  to 
be  meaningful.  We  were  told,  for  example,  that  the  West- 
inghouse Industry  ^  &  Defense  subsidiary  consisted  of  50 
divisions  in  such  diverse  fields  as  elevators,  airborne  ra- 
dars, industrial  controls  and  real  estate  development.  This 
"subsidiary"  had  earned  $64  million  on  $2.2  billion  in 
sales.  After  all,  that  one  Westinghouse  subsidiary  was  larg- 
er than  and  just  as  diverse  as  all  of  Gulf  &  Western  put 
together.  That  is  a  breakdown? 

But  no  blue  ribbon  for  Gulf  &  Western's  1972  report, 


we  decided.  Not  only  were  G&W's  footnotes  to  its  finan- 
cial statements  tantalizingly  brief  for  a  company  that  com- 
plex, but  we  were  unable  to  find  any  summary  of  signif- 
icant accounting  policies— an  Accounting  Principles  Board 
requirement  for  all  1972  annual  reports. 

Who  would  get  the  Great  Golden  Eyeshade  for  Besl 
Footnotes  of  1972?  Monsanto  had  always  had  the  best 
annual  reports  in  the  chemical  industry,  we  thought.  Gen- 
eral Electric?  Not  to  be  ignored.  But  we  finally  settled  on 
International  Minerals  &  Chemicals  for  a  first  in  footnotes, 

A  few  years  back,  the  aftermath  of  the  1969  price  col- 
lapse in  fertilizer  left  the  company  with  a  credibility-shat- 
tering $20.6-million  loss.  In  those  days,  IMC's  footnotes 
were  noted  for  their  microscopic  size  and  mind-boggling 
complexity.  Nobody  could  read  the  footnotes,  much  less 
understand  them. 

Okay.  IMC  President  Dick  Lenon  addressed  himself  to 
that  little  problem  in  the  1972  report.  Nino  lull  pages  of 
footnotes  now  precede  IMC's  financial  statements.  Mam- 
moth tabloid  headlines  scream  out  -EXTRAORDINARY 
ITEMS"  or  "ESTIMATED  LOSSES  ON  PLANT  CLOS- 
INGS AND  INVESTMENTS.''  Descriptions  of  account- 
ing policy  are  set  oil  from  other  explanatory  material  in 
blue  type.  BIG  blue  type.  Acres  of  white  space  surround 
the  verbiage,  providing  rest  lor  the  wear)  eye  and  render- 
ing the  discussion  less  formidable  in  appearance.  The  loot- 
notes   themselves   are   even    reasonahb    comprehensible,    il 
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Before  you  buy 

any  business  jet,  look  into 

its  family  background. 


In  a  full  decade  of  operation,  Sabre 
business  jets  have  compiled  a  record  no  one 
else  can  come  close  to.  Rockwell  Sabre  60  and 
its  family  of  Sabre  jets  have  flown  more 
than  2,035,000  hours  and  over  one  billion 
miles.  All  in  maximum  comfort  and  safety,  at 
airline  speeds,  while  operating  for  less  money 
than  competing  airplanes. 

An  impressive,  but  not  surprising,  record. 
Because  these  airplanes  come  from  Rockwell 
International  and  their  family  tree  reads 
like  the  history  of  American  aviation  .  .  . 
B-25,  P-51,  F-86,  X-15,  the  Apollo 
spacecraft  all  included. 

What  this  means  to  you  is  that  you  can 
count  on  the  Rockwell  Sabre  60  to  be  a 
hard-working  piece  of  business  equipment 


that  will  provide  a  good  return  on  your 
investment.  And  we'll  help  keep  it 
hard-working  with  a  network  of  eight  fully 
equipped  service  bases  across  the  country. 

A  demonstration  trip  is  the  best  way  to 
see  how  the  Rockwell  Sabre  60  can  handle 
your  business  travel  requirements.  For 
complete  information  about  our  line  of 
business  jets,  including  facts  about  full  service 
finance  and  lease  plans  available,  call 
Ed  Mahood,  V.P.  Sales,  Sabreliner  Division, 
(213)  670-9151.  Or  write  Rockwell 
International,  Dept.  FOR-27,  Bethany, 
Oklahoma  73008. 


* 


Rockwell  International 

Where  science  gets  down  to  business. 
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Rar  take  several  pages  to  list  completely— range  from   company 

local  and  regional  businesses  of  modest  size  to ;w^^ni 

giant  N.Y.S.E.  corporations. 

Our  real  estate  operations  include  brokering,  build- 
ing, managing,  surveying,  consulting.  We  even  have 
our  own  industrial  park.  Our  Warehouse  Companytai 
has  brought  new  concepts  in  public  warehousing  ' 
to  Baltimore  and  Mobile.  Canton  Agency,  Inc.  is  an 
innovative  broker  for  business  and  industry.  It  cre- 
ated an  entirely  new  Railroad  insurance  market, 
for  example.  In  transportation  and  distribution,  The 
Cottman  Company,  is  synonymous  with  stevedor- 
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not  altogether  reassuring  in  content. 

It  was  a  handsome  annual  report 
all  right.  About  the  best  we'd  seen  in 
terms  of  layout  and  style.  No  pretty 
pictures  of  fertilizer  plants.  No  rhap- 
sodic prose  about  feeding  the  world's 
hungry  millions.  Just  brisk,  lucid,  well- 
organized  summary  comment. 

But  far  too  brisk,  we  thought.  Two 
of  IMC's  four  lines  of  business  were  in 
the  red,  and  a  third— having  suffered 
a  steep  decline— was  barely  marginal. 
But  we  could  find  no  explanation  for 
that  unhappy  performance— in  nine 
pages  of  commentary.  Most  of  the 
space  was  devoted  to  forecasting  and 
new  developments— and  to  agricul- 
ture, which  had  accounted  for  all 
of  IMC's  handsome  earnings  gain 
(from  $13.5  million  in  1971  to  $21.3 
million  last  year).  A  clear  case  of 
accentuating  the  positive.  Too  much 
so,  we  thought. 

Three  last  awards  before  getting 
down  to  work. 

To  tiny  North  American  Publishing 
of  Philadelphia,  the  Eyecatcher-of- 
the-Year  Citation  for  its  3-foot-long 
(suitable  for  framing),  poster-size 
Semi-Annual  Report  featuring  letters 
8  inches  tall  and  6  inches  wide  that 
spell  out:  "We  Had  a  BIG  IM- 
PROVEMENT For  the  First  Six 
Months"  (from  $16,000  to  an  unaud- 
ited $90,000). 

Then,  the  Forbes  Prize  in  Chil- 
dren's Literature  goes  to  Macmillan, 
Inc.  for  an  imaginative  "young  peo- 
ple's" version  of  their  regular  annual 
report.  (For  potential  capitalists  over 
the  age  of  11.) 

And  finally,  the  annual  Barbie  Doll 
Award  for  cuteness. 

We  had  to  concede  that  the  cele- 
brated International  Multifoods  pub- 
lication ran  away  with  that  prize.  We 
mean  this  report  was  wild,  wild.  In 
format  it  copies  Business  Week,  with 
folksy,  quote-filled  copy.  It  contains 
13  company  advertisements.  Articles 
by  its  favorite  security  analyst  and  its 
favorite  trade  book  editor.  Chatty  ex- 
planation for  those  recurring  tribu- 
lations which  have  kept  the  comptw 
ny's  return  on  equity  down  to  a  de- 
cidedly mediocre  8.8'/  in  recent  yean, 
(below  average  even  for  food  whole- 
salers). 

Finally,  this  was  the  only  annual 
report  we  have  ever  seen  thai  con- 
tains  a  short   quiz   for  shareholder!. 

Sample   question:    "Who   wants   to   he 

more   to   its   customers   than   "just    i 
crown  on  our  package'?"  II  you  <  are 

the    answer    is:    the    King    Foods    suh- 

sidiary.  We  know  because  we  peeked 
at  the  answers  on  page  38.  ■ 
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Nowhere  To  Go 
but  Up 

That's  why  Booth  Newspapers 

bought  Parade, 

the  Sunday  supplement. 

Would  you  acquire  a  company  in  a 
business  that  has  been  sluggish  for 
years?  Would  you  pay  a  price  so  high 
that,  when  you  restated  your  earnings, 
they  dropped  from  $2.02  per  share 
to  $1.93? 

When  they  first  looked  at  Parade, 
the  Sunday  newspaper  supplement, 
Gordon  Craig,  board  chairman  of 
Michigan's  Booth  Newspapers,  Inc., 
and  James  E.  Sauter,  executive  vice 
president  and  chief  operating  officer, 
"were  less  than  enthusiastic."  Their 
editors  and  managers,  says  Sauter, 
"were  downright  hostile."  Two  of  the 
largest  Sunday  supplements,  The 
American  Weekly  and  This  Week, 
have  folded.  The  surviving  three— 
Parade,  Metro  Sunday  and  Family 
Weekly— receive  no  circulation  rev- 
enue and  must  share  advertising  rev- 
enue with  subscribing  papers.  They 
took  in  only  one-fourth  of  1%  of  all 
U.S.  ad  dollars  last  year.  Parade, 
while  carried  in  101  Sunday  papers, 
grossed  about  $40  million. 

But  Craig  and  Sauter  took  a  sec- 
ond look  and  last  month  plunked 
down  $20  million  in  stock  for  Parade. 

Why?  Because  they  think  Sunday 
supplements  have  nowhere  to  go  but 
up,  that  others  have  failed  to  exploit 
them  fully.  In  Parade  they  see  a  huge 
circulation— 18  million  homes,  three 
times  the  U.S.  circulation  of  Time 
magazine— and  one  of  the  most  inten- 
sively read  sections  of  a  Sunday  paper. 
They  are  convinced  that  Parade's  ad- 
vertising revenues   can  be  increased. 

Another  reason  is  Booth's  own 
great  success.  All  eight  of  its  papers 
are  virtual  monopolies,  going  into  90% 
of  the  homes  in  their  Michigan  com- 
munities and  grabbing  75%  to  90%  of 
the  ad  revenues.  With  computerized 
photocomposition  they  have  low,  low 
production  costs.  Result:  Booth's  total 
revenues  have  risen  from  $45  million 
in  1965  to  $73  million,  earnings  from 
$1.47  to  $2.02  per  share  (before  the 
9-cent  accounting  adjustment  for  Pa- 
rade).  The  company  nets  15%  on  stock 
holders'  equity  and  has  no  debt.  Trou- 
ble is,  Booth  has  about  saturated  its 
Michigan  markets,  which  are  also 
growing  more  slowly  nowadays. 
Where  can  it  go  from  here?  Answer: 
Parade.  "It  gives  us  a  way  to  broad- 
en our  base,"  explains  Sauter. 

Parade  is  obviously  a  big  undertak- 
ing for  Booth,  but  doing  nothing  was 
also  a  risk.   ■ 
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Make  money 
while  others  sleep. 

Check  into  aTraveLodge.  It's  a  franchise  opportunity  not 
many  people  know  about.  That's  because  of  our  nearly 
500  TraveLodges,  only  a  very  few  have  been  franchised. 

Right  now,  we're  talking  franchise  again.  Whether 
you're  looking  for  a  long-term,  high  potential  investment, 
or  a  career  as  a  partner-manager,  think  about  IraveLodge. 

Take  a  look  at  our  new  look  in  motels  and  motor 
hotels.  All  with  shops,  restaurants,  and  lounges.  They're 
in  major  cities  already,  and  new  ones  are  going  up  all 
the  time. 

We  give  you  and  your  investment  all  the  help  you 
could  ask  for.  Help  from  specialists  in  building  and 
planning,  personnel  training  and  management. 

Plus  national  advertising  all  year  round. 

And  help  from  a  central  reservations  system— one 
toll-free  number  that  books  rooms  for  every  one  of  our 
nearly  500  TraveLodges  across  the  U.S.,  Canada  and 
Mexico. 

Let  us  send  you  the  whole  story.  Write  TraveLodge, 
Box  308FB5,  El  Cajon,  California  92022.  Or  call 
(714)  442-0311.  You  could  sleep  a  lot  easier  and  richer. 


IRAVE  ODGE 
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What's  Your  Motive? 


Is  it  vested  interest 

or  a  genuine  concern 

for  their  depositors  that  causes 

so  many  savings  &  loan 

executives  to  oppose 

stockholder  ownership? 


More  has  been  remodeled  than 
the  building  at  San  Francisco's 
Citizens  Savings  &  Loan. 
Last  year  it  was  allowed  to 
convert  from  a  mutual  to  a  stock- 
holder-owned operation. 


There  is  a  confrontation  brewing  in 
the  $207-billion  savings  &  loan  in- 
dustry. At  issue  is  the  proposed  lift- 
ing of  a  regulatory  moratorium  im- 
posed by  the  Federal  Home  Loan 
Bank  Board  back  in  1963.  The  lift- 
ing would  allow,  for  the  first  time  in  a 
decade,  the  conversion  of  mutual 
S&Ls  into  privately  owned  ones  with 
stock  that  could  be  traded  like  that 
of  any  other  private  company.  As 
things  now  stand,  these  S&Ls  are 
"owned"  by  their  depositors;  in  prac- 
tical fact,  they  are  ownerless,  with 
full  control  vested  in  generally  self- 
perpetuating  managements. 

Conversion  would  give  the  deposi- 
tors in  the  converted  S&Ls  a  modest 
windfall:  In  one  test  conversion  de- 
positors got  stock  valued  at  $28.50 
for  each  $250  of  their  savings— with- 
out giving  up  any  rights  to  their  sav- 
ings. The  converted  S&Ls  themselves 
would  get  access  to  capital  markets 
they  now  lack,  plus  more  flexibility 
in  competing  for  savings.  And  the 
managements  of  the  converted  associa- 
tions would,  as  executives  in  a  profit- 
making  corporation,  have  a  stronger 
incentive  to  do  an  aggressive  job. 

The  only  trouble  is,  most  mutual 
S&L  executives  want  no  part  of  stock- 
holder ownership.  They  are  com- 
fortable with  the  present  situation, 
in  which  the  privileges  of  ownership 
rest  with  the  managements. 

Those  privileges  are  not  to  be 
sneezed  at.  Besides  the  salary  and 
perquisites  of  office,  the  head  of  a 
mutual  S&L  occupies  a  position  near 
the  center  of  his  community's  power 
structure,  where  he  can  often  make  a 
good  thing  for  himself  out  of  the  pow- 
er that  goes  with  his  position. 

In  S&Ls  as  elsewhere,  no  manager 
willingly  merges  himself  out  of  a  job. 
With  stockholder  ownership  could 
come  many  mergers,  because  thou- 
sands of  mutual  S&Ls  are  too  small  to 
be  efficient.  More  than  one-fourth  of 
the  nation's  5,445  S&Ls  have  assets  of 
under  $50  million. 

This  group  is  convinced  that  con- 
version is  not  for  them;  they  would 
like  the  whole  issue  dropped  if  pos- 
sible, and  postponed  if  not.  "The  ad- 
vantages [of  conversion]  are  illusory," 
says  President  James  G.  Schneider  of 
the  Kankakee  (111.)  Federal  Savings 
&  Loan  Association  and  vice  chair- 
man of  the  Council  of  Mutual  Sav- 
ings Institutions.  "It  is  pie  in  the  sky. 
Conversions  would  only  develop  a 
way  for  conglomerates  and  bankers 
to  end  up  in  control." 

Kenneth  Virch,  the  Council's  execu- 
tive director,  is  even  more  vehement 


38 


on  the  subject:  "It  [conversion]  will 
create  instability  through  a  wave  of 
mergers  and  acquisitions,  forced  con- 
versions, stock  market  speculations, 
accumulation  of  S&L  stock  in  'street 
name'  for  raiding  purposes,  transfer- 
ence of  savings  and  general  chaos  in 
the  savings  &  loan  industry." 

■  Preparing  tor  Change 

*  These  are  strange  arguments  to 
hear  from  supposed  advocates  of  free 
enterprise  and  of  the  profit  system. 
Stockholder  ownership  has  not  cre- 
ated chaos  elsewhere  in  the  industry. 
Of  course,  there  is  no  need  for  "di- 
sasters" to  occur.  The  Government's 
guardian  of  the  S&L  industry,  the 
Federal  Home  Loan  Bank  Board, 
should  be  able  to  set  guidelines  for 
conversion  so  as  to  avoid  most  of  the 
feared  excesses.  Nor  is  there  any  rea- 
son to  foster  and  protect  the  current 
near-absolute  control  that  S&L  execu- 
tives exercise  over  mutual  associations. 

Certainly  those  mutuals  that  have 
taken  the  route  to  stockholder  own- 
ership have  not  collapsed.  Says  Chair- 
man F.  Marion  Donahoe  of  San  Fran- 
cisco's Citizen  Savings,  which  was  al- 
lowed to  convert  in  a  test  case  last 
year:  "Our  business  has  changed  quite 
sharply  in  the  last  few  years;  we  have 
considerably  more  authority  and  pow- 
er in  making  investments  than  in  the 
old  days.  I  think  we  need  a  corporate 
vehicle  to  permit  raising  additional 
capital.  The  only  way  a  mutual  asso- 
ciation can  build  its  capital  account 
is  out  of  retained  earnings." 

The  FHLBB  has  in  the  past  ten 
years  held  only  three  sets  of  hearings 
on  regulations  governing  the  S&L  in- 
dustry; the  last,  on  the  conversion 
controversy,  was  completed  only  this 
spring.  The  Board's  staff  is  now  revis- 
ing the  proposed  regulations  to  gov- 
ern conversions.  When  they  are  com- 
pleted, a  fourth  set  of  hearings  should 
begin  by  early  summer. 

They  should  be  acrimonious  ones, 
to  judge  from  recent  indications.  In 
the  hearings  just  past,  the  industry's 
major  trade  association,  the  U.S.  Sav- 
ings &  Loan  League,  came  out  for  an 
indefinite  continuation  of  the  mora- 
torium on  conversion.  The  League  is 
even  questioning  the  entire  concept 
of  stockholder-owned  S&Ls,  which 
have  now  grown  until  they  represent 
about  15%  of  the  industry. 

Yet  the  forces  seem  to  have  been 
set  in  motion  for  the  conversion  of 
many  more  mutual  S&Ls  to  sharehold- 
er ownership.  Says  the  PHLBB's  Al- 
len, "The  best  initial  policy  is  to  allow 
conversions   to  go   forward,   at   least 

OTJ  B  provisional  basis.  It  must  he  tried 
and  tested.  Any  other  policy  is  to  rec- 
ommend that  one  should  allow  lear  to 
freeze  him  into  permanent  inaction."  ■ 
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Chemicals:  On  the  Wagon? 


Would  you  believe  the  chemical  industry  suffers  from 
undercapacity?  It  does.  But  for  how  long? 


Last  year,  for  the  first  time,  the 
chemical  industry  earned  more  than  it 
did  in  1966.  It  racked  up  $4.4  billion 
profits  on  $69-billion  sales  with  scarce- 
ly a  price  increase,  simply  by  oper- 
ating at  over  85%  of  capacity  in  plas- 
tics, fibers  and  other  chemicals. 

Which  as  good  as  guarantees  that 
this  year  will  be  a  record  earnings 
year,  and  probably  a  record  profit- 
ability year  as  well.  For  this  year  the 
operating  rate  will  be  closer  to  90%, 
about  as  high  as  it  can  get  in  practice; 
and  this  year  prices  are  up  in  almost 
all  chemicals.  Said  one  20-year  vet- 
eran of  the  man-made  fibers  industry: 
"I've  seen  shortages  before,  but  never 
across  the  board  the  way  it  is  now. 
We  can't  make  or  buy  enough  fibers." 

Last  year  and  this  show  two  major 
differences  from  the  vintage  years  of 
1965  and  1966.  First,  in  those  years 
plants  were  operating  nowhere  nearly 
as  close  to  capacity  as  they  are  now. 
And  more  important,  in  those  years  a 
building  binge  was  already  under 
way  that  left  the  industry  awash  in 
idle  capacity  by  1970. 

Any  sign  of  a  building  binge  today? 
There's  plenty  of  temptation  for  it. 
Products  derived  from  chemicals  are 
still  carving  out  huge  new  markets. 
As  Union  Carbide  Chairman  F.  Perry 
Wilson  noted,  lower  prices  have 
helped  develop  markets  that  other- 
wise might  have  taken  many  more 
years  to  mature.  Nor  is  it  just  a  mat-' 
ter  of  price  that  is  extending  the  mar- 
ket for  synthetics:  They  often  per- 
form better;  they  usually  are  more 
versatile;  they  have  never  stopped 
being  improved.  And  for  every  ma- 
ture chemical  like  acetate  not  growing 
at  all,  there  is  a  polyester  growing 
at  over  25%  annually. 


It  is  this  heady  combination  of 
factors  that  led  to  the  splendid  profit 
record  shown  in  the  table,  with  Rohm 
and  Haas  (up  68%  over  1971)  and 
FMC  (up  40%)  leading  the  way.  And 
the  few  first-quarter  reports  that  have 
appeared  thus  far  only  reveal  more  of 
the  same:  Allied  Chemical  showed 
a  57%  first-quarter  gain  over  a  strong 
first  quarter  of  1972,  while  du  Pont 
weighed  in  with  a  37%  improvement. 

Is  the  industry  getting  ready  to 
grow  itself  sick  again?  To  a  man,  in- 
dustry executives  and  analysts  say  no. 
As  Hercules  President  Werner  C. 
Brown  put  it,  "All  that  has  changed. 
Too  many  of  us  got  badly  burned  the 
last  time."  Such  good  intentions  have 
paved  the  road  to  perdition  before, 
but  the  evidence  bears  him  out: 

•  The  industry  has  not  accelerated 
its  capital  spending.  In  the  three  years 
1970  through  1972  it  stayed  flat,  at 
$3.4  billion  each  year.  In  1973  it 
will  rise  about  20%,  according  to  the 
latest  Commerce  Department  figures. 
That's  a  drop  in  the  bucket.  In  fact, 
says  Paul  Oreffice,  Dow's  financial 
vice  president,  "Allowing  for  inflation, 
particularly  the  inflation  in  construc- 
tion, and  for  increased  antipollution 
costs  in  those  numbers,  it  probably 
isn't  enough."  In  any  case,  it  isn't  a 
spending  spree. 

•  The  "invaders,"  as  Charles  Reeder, 
du  Pont's  chief  economist,  calls  them, 
are  not  doing  much  invading  these 
days.  They  were  the  outsiders,  par- 
ticularly the  big  oil  companies,  that 
jumped  in  with  billions  of  pounds  of 
chemical  capacity.  But  now  the  oil 
companies'  own  capital  requirements 
are  soaring,  so  they  are  closing  un- 
profitable filling  stations,  refineries, 
even  chemical  plants.  Where  the  oil 


companies  are  staying  in  chemicals, 
they  are  concentrating  on  their  areas 
of  strength,  as  Shell  did  when  it  re- 
cently announced  a  billion-pound-a- 
year  ethylene  expansion  in  Louisiana. 

•  The  chemical  industry  has  retired 
extensive  capacity  in  the  past  four 
years.  For  instance,  when  Union  Car- 
bide built  its  new  plants  in  Louisiana 
and  Puerto  Rico,  it  retired  old  plants 
with  about  3  billion  pounds'  capacity. 
Nearly  every  major  chemical  producer 
has  bowed  out  of  some  major  product: 
Du  Pont  quit  polyethylene  film,  Dow 
dropped  polyvinylchloride  and  poly- 
propylene, Monsanto  abandoned  low- 
density  polyethylene.  So  capacity  has 
concentrated  in  fewer  and  larger 
hands.  Thus  there  are  only  nine  pro- 
ducers of  polypropylene  today;  and 
though  the  plastic  is  one  of  the  fastest 
growing  and  capacity  is  less  than 
total  demand,  only  the  two  largest 
producers,  Hercules  and  Indiana  Stan- 
dard, have  announced  expansions. 

•  The  lack  of  feedstocks  is  holding 
down  expansion.  Most  petrochemical 
feedstocks  come  from  petroleum  re- 
fineries or  are  produced  along  with 
natural  gas.  U.S.  natural  gas  produc- 
tion has  peaked  and  no  one  is  build- 
ing new  refineries. 

•  Finally,  the  industry  has  become 
so  big  that  new  capacity  makes  a  rip- 
ple, not  a  splash.  Shell's  new  billion- 
pound  ethylene  plant  is  just  about  op- 
timum size  for  efficiency,  but  it  will 
add  less  than  5%  of  the  U.S.'  23-bil- 
lion-pound  capacity.  Ten  years  ago  it 
would  have  been  close  to  10%. 

So  the  chemists  are  not  about  to 
fall  off  the  wagon— yet.  As  profits  pile 
up,  will  temptation  get  irresistible? 

Abraham  Karp,  Dominick  &  Domi- 
nick's  acerbic  chemicals  analyst,  put  it 
this  way:  "I'm  like  the  old  minister 
who  walks  into  the  Alcoholics  Anony- 
mous meeting.  I  know  they've  taken 
the  pledge.  I  hear  them  tell  me,  Tve 
got  religion.'  And  I  believe  them.  But 
I'm  certainly  sniffing  hard  to  see  if  I 
can  smell  any  bourbon."  ■ 
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Recent  Stock  Data 

Revenues 

Earnings 

Earnings 

Increase 

Return 

1 

(millions) 

Per  Share 

Over  1971 

Over  1966 

on  Equity 

Price 

PIE  Ratio 

Yield 

Allied  Chemical 

$1,500 

$2.38 

+27% 

-27% 

8.9% 

341/4 

14 

3.5% 

American  Cyanamid 

1,359 

2.24 

+  15 

+  5 

13.1 

273/8 

12 

4.6 

Celanese 

1,385 

3.39 

-15 

-27 

8.8 

34«/2 

10 

5.8 

Dow  Chemical 

2,404 

4.14 

+22 

+52 

16.8 

1051/g 

25 

1.7 

du  Pont 

4,366 

8.50 

+  15 

— 

14.1 

173% 

18 

3.1 

FMC    ■ 

1,498 

2.03 

+  40 

-2 

12.6 

18'/8 

8 

4.7 

W.  R.  Grace 

2,315 

2.15 

+23 

-35 

8.3 

23i/2 

10 

6.4 

Hercules 

932 

3.50 

+  30 

+27 

14.9 

73V4 

20 

1.6 

Monsanto 

2,225 

3.49 

+31 

— 

10.0 

543/8 

15 

3.3 

Rohm  &  Haas 

619 

3.62 

+68 

+  31 

11.3 

103% 

27 

7.9 

Stauffer 

543 

3.35 

+31 

-3 

11.6 

42% 

12 

4.2 

Union  Carbide 

3,261 

3.38 

+  30 

-15 

11.2 

43i/8 

12 

4.6 
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LAND 


Today's  best  investment? 


439  Pages 


Land  Speculation 

by  Brig.  Gen.  H.  L.  Oppenheimer 

The  population  is  exploding.  Available 
agricultural  land  is  shrinking.  The 
squeeze  is  on.  This  new  book  by  the 
Chairman  of  the  Board  of  Oppenheimer 
Industries,  Inc.,  the  largest  cattle  and 
ranch  management  firm  in  America, 
defines  the  profit  potential  and  pitfalls 
of  cattle  and  ranching,  e.g.,  Tax  shelter 
benefits  •  Outside  risk  capital  in  the 
cattle  industry  •  Buying  a  ranch  •  Water 
rights  •  How  to  select  management. 
10-Day  No-Risk  Trial.  Send  no  money. 
Free  with  every  order:  Reprint  booklet, 
"Land  Classification  and  Development." 
$1  value.  Yours  to  keep  whether 
or  not  you  buy  the  book. 

At  selected  bookstores,  or  write: 
Interstate  Printers  &  Publishers,  Inc. 
Dept.  43-F     Danville,  Illinois  61832 


Because  executive  and  pro- 
fessional men  and  women 
sometimes  need  a  personal 
loan,  too... 

Now 

you  can  borrow 

%500  to  $25,000  in 

absolute  privacy 

entirely  by  mail. 


Wo  time-consuming  interview  and  no 
embarrassment.  Repay  in  convenient 
low  monthly  sums. This  popular  method 
of  obtaining  cash  by  mail  is  currently 
being  utilized  by  prominent  and  busy 
individuals  who  desire  fast  service, 
conveniently  in  the  privacy 
home  or  office.  Offered  by 
a  subsidiary  of  one  of 
America's  most  respected 
financial  institutions.  For 
immediate  details  (no 
one  will  call),  write  .  .  . 


of    their 


Associates  Financial  Services  Corp. 
Suite  3021,  1030  E.  Jefferson  Blvd., 
South  Bend,  Indiana,  or  call  collect 
Mr.  Jack  McMahon  at  219/284-2458. 


TWA  Turns  Domestic 


Transcontinental  tried  to  be  Trans  World  so  hard 

it  nearly  collapsed. 
Now  America  comes  first 


The  annual  reports  of  Trans  World 
Airlines  used  to  be  laced  with  color 
photographs  of  pretty  stewardesses 
visiting  Hong  Kong,  doormen  whis- 
tling for  cabs  at  the  Addis  Ababa  Hil- 
ton and  giant  jets  circling  the  globe. 
The  1972  annual  report  has  only  two 
color  photographs,  one  of  a  "team" 
of  TWA  employees,  the  other  of  a  jet- 
liner flying  over  the  Sierras. 

The  selection  is  not  without  signif- 
icance. For  most  of  the  past  decade 
TWA  has  been  chasing  an  elusive 
golden  rainbow  in  the  20  cities  it 
serves  overseas.  "It  all  goes  back  to 
TWA's  problem  at  the  end  of  the 
Howard  Hughes  regime,"  says  Chair- 
man Charles  C.  Tillinghast  Jr.  "We 
were  two  airlines  with  the  assets  of 
one.  Pulling  up  both  together  was  too 
much  of  a  job,  and  we  found  that  in- 
ternational grew  so  easily." 

In  the  1960s  the  airline,  which  be- 
gan in  1934  as  Transcontinental  & 
Western  Air,  Inc.  hauling  passengers 
and  mail  across  the  U.S.,  became  ad- 
dicted to  profits  from  its  39,750  miles 
of  international  routes.  In  1968-69 
they  provided  all  of  net  income.  Do- 
mestic service  became  ragged  and  lost 
millions.  TWA's  two  coast-to-coast 
competitors,  United  and  Ameri- 
can, picked  up  big  chunks  of  TWA's 
domestic  market  share,  which 
dropped  from  14%  in  1968  to  12.9% 
in  1970,  a  matter  of  a  billion  revenue 
passenger  miles.  Then  came  the  dark 
recession  days  of  1970  when  inter- 
national profits  couldn't  stop  an  after- 
tax loss  on  airline  operations  of  $72 
million.  TWA,  facing  its  biggest  crisis, 
sat  down  and  discussed  survival  strat- 
egy with  the  banks  that  had  provided 
a  $250-million  revolving  line  of  credit. 

took  Homeward 

The  answer  lay  in  something  Til- 
linghast claims  TWA  had  already  be- 
gun to  do,  remake  itself  into  basically 
a  domestic  airline.  And  at  last,  the  re- 
sults are  showing  up  at  the  bottom 
line.  In  1971  TWA  still  lost  $5.9  mil- 
lion at  home  while  toting  up  $18.2 
million  in  gross  operating  profits  over- 
seas on  only  34%  of  the  line's  $1.3  bil- 
lion in  revenues.  Last  year  TWA  made 
$1  million  less  on  international  busi- 
ness, but  the  domestic  side  lilted  dra- 
matically out  of  the  red,  providing 
$57.5  million,  or  77%,  OI  operating 
income. 

"It  wasn't  that  we  suddenly  turned 
on  a  light  and  decided  to  make  some 


money  at  home,"  says  Tillinghast  de- 
fensively. "Things  started  happening 
«as  early  as  1969."  That's  when  he 
moved  up  from  president  to  chair- 
man, replacing  Ernest  Breech,  and 
hired  Forwood  C.  (Bud)  Wiser  Jr., 
then  president  of  Northeast  Airlines, 
to  be  president  and  run  operations. 

Wiser,  51,  followed  through  on  a 
new  marketing  reorganization— which 
made  those  selling  tickets  also  respon- 
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sible  for  service  quality— by  forming 
an  intelligence  service  that  reported 
directly  to  him.  "We  began  to  mea- 
sure things  we'd  only  known  hazily 
before,"  he  says.  Under  Blaine  Cooke, 
who  was  hired  away  from  United  to 
run  marketing,  TWA  rescheduled  all 
its  domestic  flights.  At  a  cost  of  $28 
million  it  redecorated  all  the  passen- 
ger planes  in  its  fleet.  And  at  last  it 
began  to  emphasize  on-time  service. 
TWA  gained  passengers,  hut   it  was 

still  losing  money  at  home.  The  re- 
organization had  brought  too  many 
new  people  into  marketing.  Then  came 
the  traffic  turndown  <>l  1970,  made 
dangerous  by  the  need  to  pay  lor  19 
new  747s.  Wiser  swung  the  COSl  Clll 
ting  ax,  fin  toughing  1,400  pilots  and 
stewardesses.  A  gTOUp  <>l  management 
employees  were  fired  at  London's 
lleathrow  Airport,  and  the  FrequenC) 
of    both     domestic     and     international 

flights  was  curtailed.  Eliminated  were 
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such  "frills"  as  TWA's  advertising  and 
market  research  departments.  The 
work  is  now  contracted  out. 

A  slimmer,  domesticated  TWA  was 
now  ready  for  something  that  became 
a  pet  project  of  Tillinghast's.  This  is  a 
capacity  agreement  between  TWA, 
United  and  American.  It  enables  them 
to  reduce  duplication  on  four  key 
coast-to-coast  runs.  So  far  the  agree- 
ment, which  became  effective  in  1971, 
has  saved  the  three  lines  $85  million 
in  operating  costs  and  nearly  30,000 
airport  approaches  and  takeoffs. 

"It  particularly  did  us  good,"  Til- 
linghast  admits.  "It  represents  a  high- 
er percentage  of  our  domestic  ser- 
vice than  it  does  for  American  and 
United."  TWA's  passenger  load  fac- 


. 


Head  Count.  TWA  again  is 
training  student  hostesses  at 
its  Kansas  City  academy  (above) 
for  new  L-1011  s,  but  the 
600  furloughed  in  the  1 970  slump 
were  only  recently  recalled. 
The  airline  now  flies  with  2,000 
fewer  employees  than  in  7  968. 


tor  has  sna'pped  up  from  a  losing  39% 
to  a  profitable  54%.  It  is  holding  its 
market  share.  And  while  TWA  has 
been  playing  third  fiddle  coast-to- 
coast  for  some  time,  its  revenue  pas- 
senger miles  are  now  growing  faster 
than  those  of  American,  which  has 
suffered  recently  from  a  service  de- 
cline and  a  management  scandal. 

The  capacity  agreement  was  sched- 
uled to  expire  at  the  end  of  April. 
But  despite  continuing  opposition  by 
the  Justice  Department,  the  Civil 
Aeronautics  Board  is  expected  to  ex- 
tend it.  The  pact  has  a  strong  sup- 
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porter  in  new  CAB  Chairman  Robert 
D.  Timm,  who  thinks  it  ought  to  be 
set  up  on  a  long-term  basis.  "If  we 
could  get  an  agreement  out  to  three 
years,  then  we  could  start  using 
it  as  a  basis  for  equipment  buys," 
says  C.E.  Meyer  Jr.,  TWA's  senior 
vice  president  for  finance. 

A  new  agreement  probably  can't 
be  negotiated  and  put  into  effect  un- 
til July  1,  by  which  time  TWA  will 
really  need  it.  This  summer  it  is  slated 
to  receive  its  second  wave  of  jumbo 
capacity,  eight  Lockheed  L-1011  tri- 
jets  to  add  to  the  six  already  in  do- 
mestic service.  All  will  be  placed  on 
U.S.  routes,  and  more  747s  will  be 
shifted  to  international. 

TWA  still  owes  $428  million  on  its 
$574-million  order  for  27  L-lOlls. 
Meyer  says  that  can  be  handled  out 
of  financing  already  arranged  and 
cash  flow  over  the  next  four  years 
even  if  TWA  doesn't  make  a  dime. 
But  the  line  also  must  retrofit  a  part 
that  has  been  causing  problems  on 
the  L-1011's  Rolls-Royce  engines. 
The  cost  hasn't  yet  been  calculated, 
but  unexpected  maintenance  costs  in 
the  747  JT9-D  engines  cost  TWA 
more  than  $10  million. 

Profits  Ahead 

If  TWA  can  lick  the  domestic 
capacity  and  L-1011  problems,  it 
probably  will  continue  to  make  real 
profit  strides  in  the  next  few  years. 
Its  Hilton  International  subsidiary  has 
been  producing  20%  of  consolidated 
net.  Also,  TWA  is  the  only  domestic 
trunk  that  didn't  split  its  stock  in  the 
past  decade;  and  because  of  its  hefty 
leverage,  a  1%  increase  in  passenger 
revenues  can  push  TWA's  earnings 
up  by  55  cents  a  share. 

What  Tillinghast  will  have  to  look 
out  for  is  a  profit  tailspin  on  North 
Atlantic  routes,  crowded  by  22 
scheduled  airlines  and  numerous 
charter  flights.  The  fare  situation 
there  remains  unsettled  even  though 
the  CAB  has  been  vetoing  deep-dis- 
count proposals  by  such  lines  as 
BO  AC.  TWA  got  a  6%  fare  increase 
for  North  Atlantic  flights  this  summer 
to  cover  the  costs  of  devaluation.  And, 
so  far,  lowering  the  value  of  the 
dollar  hasn't  been  keeping  Americans 
at  home.  Still,  yields  on  international 
runs  continue  to  decline. 

"What's  going  to  happen  after  this 
summer  on  the  North  Atlantic?"  Til- 
linghast asks  rhetorically.  "Pan  Am  is 
the  bellwether,  and  we  have  a  sick 
Pan  Am.  Better  fares,  or  things  like 
subsidy  or  merger,  will  depend  on 
whether  Pan  Am  has  to  be  rescued." 

Tillinghast  himself,  of  course,  can 
breath  more  easily  now  that  TWA  has 
been  nursed  back  to  health  again  at 
home.  ■ 


Buy  diamonds 
at  wholesale 
prices  or  less. 

Free  booklet  tells  how.  Also  how  you 
can  readily  sell  any  diamonds  you  buy 
at  their  market  price  when  you  want  to. 
$1000  minimum. 

You  may  have  read  national  magazine 
and  newspaper  articles  about  this  un- 
usual firm.  Whether  you're  interested  in 
diamonds  for  investment  purposes,  jew- 
elry, or  both,  get  full  information.  Mail 
the  coupon,  or  telephone  (317)  289-2329. 

INVESTMENT  DIAMONDS  INCORPORATED 

Brokers  in  diamonds,  emeralds,  rubies  and 

sapphires 

Johnson   Bldg.,   Muncle,   Ind.  47305 

Please  send  me  without  obligation  your 
free  booklet.  I  am  interested  in  the  possi- 
bility of  buying  jewels  worth: 

D  $1000  to  $5000        D  $5000  to  $10,000 
□  over  $10,000 

Name  (printed) 
Street  Address 
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Zip 


Telephone  (indicate  business  or  home) 
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OIL  AND  GAS  DIVISION 

Explores  for  and  develops 
oil  and  gas  reserves  and 
produces  these  fuels  to  help 
meet  the  demands  of  a 
market    in    short    supply. 

WHELAND  FOUNDRY  DIVISION 

Volume  producer  of  grey 
iron  castings,  primarily  for 
the  automotive  industry. 


NORTH  AMERICAN 
ROYALTIES,  INC. 

Gordon  Street, 
President 

CHATTANOOGA,   TENN     37402 


»£?> '    Listed  American  and 
Pacific  Coast  Stock  Exchanges 
(Symbol:  NAR) 
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Why  even  tin 

of  America 
should  carry 


There's  no  executive  credit  card  in  the 
world  that's  accepted  at  every  worthwhile 
restaurant,  every  fine  hotel,  every  shop. 
Not  even  Diners  Club— the  card  preferred 
worldwide,  with  over  75,000*  more 
member  establishments  than  American 
Express.  (Carte  Blanche  is  a  distant  third. ) 

That's  why  so  many  executives 
carry  both  Diners  and  American  Express. 
What  one  doesn't  cover,  the  other  almost 
surely  will.  ( And  there's  that  little  extra 
convenience  of  paying  two  smaller  monthly 
bills  with  different  due  dates,  instead  of  one 
big  one. ) 

The  first  executive  card 
Whether  you're  a  company  president  or  an 
executive  moving  in  ever-widening  circles, 
the  Diners  Club  card  is  essential.  (If  you 
only  have  the  other  leading  executive  credit 
card,  it's  like  having  no  card  at  all 
in  7  5, 000  places.) 

Of  course,  Diners  is  honored 
throughout  the  United  States  where  we 
originated  the  executive  credit  card. 
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And  in  Europe,  you'll  find  us  at 
30%  more  places  than  American  Expr 
In  Latin  America,  Asia  and  Africa,  at 
more  than  three  times  as  many. 

With  a  Diners  Club  card,  you  c  gi 
also  take  advantage  of  a  most  unusual  1«  i 
service  exclusively  for  members.  One  tl 
makes  it  possible  to  apply  for  as  much  a£ 
$25,000  without  an  interview. 

Because  Diners  Club  reaches 
beyond  any  other  executive  card,  we  d( 
have  to  be  a  little  more  cautious.  We  tui 
down  membership  applications  others  1 
would  gladly  accept. 

But,  if  you  qualify,  you'll  find  tl| 
rewards  of  Diners  Club  membership  to  | 
substantial  indeed.  Even  if  you  already, 
have  another  credit  card. 

Mail  the  application  at  the  righ  j" 
see  for  yourself. 

"Figures  based  on  direct  comparison  of  latest  published  I 
Club  and  American  Express  directories. 
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DINERS  CLUI 

Executive  service  is  our  business 


resident 
xpress 

iners  Club  card 


FOR  OFFICE  USE  ONLY 


0  DINERS  CLUB  2009991 
1 10  Columbus  Circle,  New  York,  New  York  10019 

[PLEASE  PRINT  ALL  INFORMATION] 

y  I I  Personal  Account — mail  bill  to  residence  U  Personal  Account — mail  bill  to  office 


□ 


Company  Account — mail  bill  to  office 


□  Mr.     rjMrs.     □  Miss     □  Ms. 


First  Name 


Middle 


Last 


Date  of  Birth 
Month        Oay 


Year 


Spouse  (first  name) 


Home 
Address 


Street 


City 


State 


ZIP  Code 


Years  at 
Present  Address 


Own  Home   L~ 
Rent  □ 


Telephone  (include  area  code) 


Number  of 
Dependent  Children 


Social  Security 
Number 


ill 


Previous 
Home  Address 


Street 


City 


State 


ZIP  Code 


Years 
there 


Firm  Name  or  Employer 


Nature  of  Business 


Position 


Address 


Street 


City 


State 


ZIP  Code 


Telephone  (include- area  code) 


Years  with  Firm 


Annual  Earnings 
$ 


NOTE:  if  annua!  timings  are 

less  than  $10,000  indicate  source 

and  amount  of  other  income  belo* 


Amount  and  Source  of  other  Income 


Previous  Employer  (if  employed  by  above  less  than  3  years)  or  College/University  if  Recent  Graduate 


Spouse's  Employer 


Address 


Position 


Years  with  Firm 
Year  Graduated 


Name  and  Address  of  Personal  Reference  (not  living  with  you) 


Annual  Earnings 

i 


J 
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^Bank  (when  for  company  account  show  company  banks) 
•   Branch  Address  (City  and  State)  Type  of  Account    Account  No. 


Bank  (when  for  company  account  show  company  banks; 
Branch  Address  (City  and  State)   Type  of  Account   Account  No. 


Credit  References  (list  other  major  credit  references  and  account  numbers) 


Previous  rermer  Member  Q     Made  Application  Q 

Diners  Club  Enpenence   None  D     Present  Member  n     *«t.  No. 


$17  FEE:  covers  12  months'  membership  from  date  card  is  issued  at  $15 
plus  1  year's  subscription  to  Signature,  the  Diners  Club  Magazine,  at  $2. 
Subscription   optional.    Indicate   choice   below.   Do   NOT  enclose   check — 
we  will  bill  you  later. 
□  $17  Fee  (Includes  Signature  Magazine)    □  $15  Fee  (Membership  Only) 

Undersigned  authorizes  exchange  of  credit  information,  the  issuance  of 
credit  cards  as  indicated  and  renewal  and  replacement  thereof.  Undersigned 
agrees  that  each  cardholder  assumes  joint  and  several  responsibility  for 
all  charges  with  company  applicant,  if  Company  Account,  or  with  primary 
applicant  if  Personal  Account. 


Send  me  an  additional  Diners  Club  Card  at  $7  50  for  a  member  of  my  immediate  family. 


First  Name 


Middle 


Last         Signature  of  Add-on  applicant        Relationship 


Please  send  me- 


.  applications  for  additional  cards  for  members  of  my  firm/family. 


CD 


Signature  of  Individual  Applicant 


Date 


Signature  of  Company  Officer  for  Authorization  of  Company  Account 
[HAVE  YOU  SIGNED  THIS  APPLICATION?] 


Title 


Digging  In 


Its  mines,  not  its  mills, 

are  what  promise  to  be 

U.S.  Steel's  treasure  troves. 

Is  a  fresh  breeze  blowing  along  the 
Monongahela  River  to  fan  the  fires  at 
U.S.  Steel?  Or  is  Edgar  B.  Speer, 
chairman  since  Mar.  1,  just  another 
cast-in-the-mold  production  man 
whose  35-year  climb  to  the  top  has 
snuffed  out  any  imagination  and  left 
him  placidly  complacent  about  Big 
Steel's  record? 

A  good  deal  hangs  on  the  answer. 
The  stock  is  down  from  108  in  1959 
to  a  recent  32,  less  than  half  of  book 
value.  The  dividend  is  down  to  $1.60 
a  share,  vs.  $3  in  1959.  Earnings  per 
share  last  year  were  $2.90,  as  against 
the  $4.60-plus  earned  in  1968,  1966 
or  even  1965,  when  sales  were  a  full 
$1  billion  smaller  than  last  year's 
$5.4  billion. 

Speer,  56,  his  voice  roughened  by 
cigarette  after  cigarette,  defends  the 
performance  of  his  predecessors.  U.S. 
Steel  has  laid  out  $2  billion  on  new 
steel  facilities  since  1964  and  $250 
million  just  for  pollution  controls. 
Meanwhile,  Big  Steel  has  had  to  meet 
spiraling  labor  costs,  up  34.5%  in  the 
last  four  years. 

Delayed  Too  Long 

But  the  plain  fact  is  that  U.S. 
Steel's  management,  of  which  Speer 
has  long  been  a  senior  member,  failed 
to  chop  its  payroll— heavy  on  admin- 
istrative personnel— until  August  1971, 
missed  a  large  share  of  the  market 
for  flat-rolled  products  and  insisted 
on  producing  plates  and  structural 
steels  for  which  demand  was  not  rising 
as  rapidly.  These  were  major  factors 
in  leaving  U.S.  Steel  along  with  the 
rest  of  the  industry  so  woefully  vul- 
nerable to  the  flood  of  steel  imports. 
In  ten  years  its  U.S.  market  share  has 
slipped  from  25%  to  22%.  Last  year  it 
operated  at  only  75%  of  capacity,  pos- 
sibly the  lowest  rate  of  any  major  pro- 
ducer in  the  western  world,  accord- 
ing to  a  study  by  the  Wall  Street  re- 
search house  of  Mitchell,  Hutchins. 

Speer  sees  U.S.  Steel  shipping  22.5 
million  tons  in  1973,  vs.  20.8  million 
in  1972,  perhaps  even  more  if  the 
construction  boom  continues.  Earn- 
ings could  be  up  25%.  But  don't  get 
too  excited.  Longer  term  prospects, 
admits  Speer,  "aren't  going  to  set  the 
world  on  fire.  All  we  can  really  ex- 
pect is  2.5%-per-year  growth  for  do- 
mestic steel.  For  world  steel,  5%." 

Speer  is  possibly  the  most  knowl- 
edgeable production  man  in  the  indus- 
try. So  he  is  probably  right  when  he 
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praises  U.S.  Steel's  new  Q-BOP  meth- 
od. This  makes  steel  by  forcing  oxy- 
gen from  the  bottom  up,  enabling  the 
company  to  "compete  with  any  steel 
producer  in  Europe." 

But  the  fact  is  that  U.S.  Steel,  while 
leading  the  industry,  isn't  competing 
abroad  very  much  right  now.  Less 
than  5%  of  its  steel  is  exported,  and  its 
only  sizable  steel  investment  overseas 
is  a  25%  interest  in  plants  at  Bilboa 
and  Sagunto  in  Spain,  which  produce 
2  million  ingot  tons  per  year.  If  he  is 
to  do  better  in  Europe,  clearly  Speer 
must  get— and  just  as  clearly  is  looking 
for— a  sizable  assist  from  Washington 
on  tariffs  and  border  taxes,  which  right 
now  might  add  up  to  $36  a  ton  on 
certain  types  of  U.S. -rolled  sheet  go- 
ing into  West  Germany.  But  world 
tariffs  will  not  be  changed  in  our 
favor  overnight,  if  they  ever  are. 
What  is  Speer  going  to  do  mean- 
while for  U.S.  Steel? 

Cumbersome 

More  industrial  diversification? 
With  its  massive  bulk  ($10-billion- 
plus  capital  investment),  U.S.  Steel  is 
not  like  a  drug  company  that  can 
hop  into  cosmetics  or  hospital  sup- 
plies with  a  minimal  outlay  and  hope 
to  shoot  up  earnings.  For  U.S.  Steel, 
branching  out  has  always  meant  in- 
tegrating into  other  capital-intensive, 
slow-growth  industries.  Like  railways, 
for  example:  It  runs  five  lines  in  the 
Great  Lakes  area  as  a  common  carrier. 
Or  cement.  In  1930  it  formed  Uni- 
versal Atlas  to  use  slag  from  its  steel 
mills.  And  industrial  chemicals,  to  find 
a  use  for  coke  by-products,  which 
last  year  brought  in  about  $115  mil- 
lion in  sales. 

Not  that  Big  Steel  has  not  tried  to 
go  further  afield.  In  1968  it  paid  an 
estimated  $125  million  to  get  into  the 
overcrowded  fertilizer  business,  and 
later  it  bought  into  plastics  (it  is  now 
the  biggest  producer  of  large  plastic 
garbage  containers).  It  also  tried 
housing  and  real  estate.  Out  of  hous- 
ing came  Alside,  which  last  year  sold 
about  $60  million  worth  of  aluminum 
and  steel  sidings.  Land  holdings  led 
U.S.  Steel  into  developing  industrial 
parks  in  California  and  Alabama  and 
shopping  centers  near  Pittsburgh,  and 
even  to  buying  a  small  mortage  com- 
pany in  Chicago.  "We  like  things," 
explains  Speer,  "that  fit  together  and 
in  which  we  can  be  comfortable." 

U.S.  Steel  probably  earned  just  a 
trifle  under  $50  million  last  year  on 
its  $900-million  sales  outside  its  ba- 
sic steel  business.  If  you  eliminate 
its  transportation  operations,  which 
had  sales  of  about  $200  million 
and  accounted  for  profits  of  just  over 
$20  million,  the  company's  return 
on  its  nonsteel  business  was  a  little 
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better  than  it  did  in  steel,  but  it 
can  scarcely  be  called  a  superior 
performance. 

Said  Speer  to  Forbes  the  other 
day,  "You're  not  excited  by  this?" 
Then,  his  face  getting  even  sadder, 
he  added,  "I  guess  neither  is  the  in- 
vestor, as  reflected  by  the  movement 
of  the  stock." 

So  is  Speer  just  sitting  back  and 
defending  the  status  quo?  Not  at  all. 
He  barks  back,  "I'll  tell  you  what 
excites  me.  Raw  materials.  It's  been 
the  most  successful  diversification 
move  in  the  past  and  offers  the  great- 
est single  opportunity  for  the  future. 
People  don't  recognize  it,  but  we're 
one  of  the  biggest  independent  min- 
ing companies  in  the  world.  We  don't 
mine  just  for  our  own  use:  Of  all  our 
mining  ventures,  40%  is  for  sales  to 
others.  By  1975-76  that  will  be  60% 
to  65%. 

"We're  expanding  by  300%  our  iron 
ore  operation  in  Quebec  to  27  million 
tons  in  1974.  All  of  it  for  outside 
sales.  In  Venezuela  we're  increasing 
production  by  5  million  tons  to  25 
million  tons"— again,  all  for  outside 
customers.  The  Prieska  copper  mine 
in  South  Africa,  in  which  U.S.  Steel 
has  a  46%  stake,  is  100%  sold  for 
ten  years,  and  U.S.  Steel  will  take  for 
its  own  use  only  25%  of  the  ship- 
ments from  the  new  Comilog  man- 
ganese mine  in  Gabon. 

Adds  Speer  with  real  enthusiasm, 
"In  this  country,  where  we  mine  16 
million  tons  of  coal  annually,  we  are 
either  opening  or  have  under  con- 
struction 10  million  tons  of  new  ca- 
pacity. About  8  million  tons  will  be 
for  outside  sale.  This  is  what's  really 
exciting  to  me.  We  project  that  the 
requirement  for  minerals  and  fuels 
between  now  and  the  turn  of  the 
century  will  grow  300%." 

Rewards  &  Risks 

This  is  a  new  direction  for  Big 
Steel.  In  the  past  its  mining  was  main- 
ly to  supply  its  own  mills.  But  it  has 
been  going  in  increasingly  for  mining 
for  the  sake  of  others. 

Of  course,  mining  abroad  is  a  cost- 
ly and  hazardous  business.  Develop- 
ing a  2!>million-ton  ore  mine  costs 
$500  million,  and  U.S.  Steel  has  al- 
ready had  a  zinc  and  tin  operation 
nationalized  in  Bolivia.  But  as  Speer 
says,  "You  cannot  select  where  you 
are  going  to  find  raw  materials.  You 
can  only  use  your  best  judgment  that 
the  political  climate  looks  stable  and 
is  likely  to*  remain  that  way.  Then 
you  protect  yourself  as  best  you  can 
with  the  partners  you  take  on." 

Provided  Speer's  judgment  is  good, 
he  could  indeed  be  the  man,  first  ap- 
pearances notwithstanding,  to  fan  the 
fires  at  U.S.  Steel.  ■ 
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Ibu  Can  Invest  In  A  Piece 
Of  Ramada  Inn  Success... 

You  know  that  almost  every  successful  investment  has  a 
catch.  Especially  when  our  exceptional  growth  comes  from  the 
success  of  so  many  individual  licensed  Ramada  Inns. 

But  There's    j 
A  Catch.  I 

You  run  your  own  show. 
Operate  within  our  quality 
control  standards,  participate  in  our  referral  system,  and  truly 
serve  the  public  in  the  Ramada  Inns  tradition. 

Not  only  will  this  make  both  of  us  happy,  but  it  may  unlatch 
the  door  to  more  dynamic  growth  and  profit  potential.  Write 
today  for  information  (no  catch  to  this): 


Ramada  Inns  Franchise  Division 

P.O.  Box  1632  Dept.  F05 
Phoenix,  Arizona  85001 


-^Welcome  home^- 


Association  with  the 
Whitney  Harris 
Financial  Opportunities 
Group  entitles  you  to: 

■  Borrow  up  to  $10,000 
within  24  hours 

■  Discreet  and 
confidential 
handling 

■  Flexible  repayment 
schedules  and 

full  prepayment 
privileges. 

Transactions  are  by  personal 
mail  and  nationwide. 

For  particulars  write: 

Mr.  G.  W.  Murphy 
7000  First  Security  Building 
Salt  Lake  City,  Utah  84111 
or  call  toll  free:  800-453-9100 


Whitney 

Harris 

Financial 

Opportunities 

Group 

Established  and 
capitalized  by 

TTL 

International  Telephone 
and  Telegraph  Corporation 


more  than  just  a  telescope  more  than  just  a  microscope 


a  complete 
vestpockel 
optical  system 


Shown  actual  size 


We  went  to  Wetzlar,  Germany  (world  capital 
of  fine  optics)  to  find  such  perfection  at  such 
a  price.  Remove  the  EMOSKOP  from  its  fitted 
leather  case  and  it  is  a  30x  microscope. 
A  twist  of  the  wrist  converts  it  to  a  3x  tele- 
scope (ideal  for  theater,  field  or  sky)  or 
a  unique  3x  telescope-lc  jpe.  Another  change 
and  you  have  your  choice  of  5x,  lOx  or  15x 
magnifying  glasses.  The  perfect  vest-pocket 
companion  for  exacting  professionals  and 
scientists  and  all  those  who  wish  to  observe 
anything  closely  and  clearly.  A  most  dis- 
creet opera  glass.  If  you  make  a  fetish  of 
quality,  the  EMOSKOP  will  do  you  proud. 
Coated  lenses,  fully  achromatic,  absolutely 
flat  field.  Modern  Photography  Magazine  calls 
the  EMOSKOP  ".  .  .  the  only  magnifier  worthy 
of  the  name." 


□  Send  me  the  EMOSKOP.  I  enclose  $20.95 
(19.95  plus  $1  postage  and  insurance). 
Calif,  residents  add  5%  tax.  Refund  with- 
in 2  weeks  if  not  delighted. 

Name 


Address. 


263-2 

FM051 

584  Washington, 
San  Francisco  94111 


.Zip. 


haverhill's 
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The  Money  Men 


In  Praise  of  Mediocrity 

There  they  sit,  in  layer  upon  layer  of  paper-strewn  of- 
fices in  every  financial  corner  of  the  nation.  Their  slide 
rules  are  at  the  ready,  their  eyes  flit  over  the  latest  ticker 
results  or  lift  hopefully  to  Mammon,  from  whence  cometh 
all  knowledge  of  when  to  buy  or  sell.  They  are  security 
analysts,  economists,  investment  advisers.  Their  stomachs 
give  them  ulcers  and  their  clients  give  them  grief.  Dean 
Le Baron  regards  most  of  what  they  are  doing  as  wasted. 

Consequently,  most  people  who  try  to  beat  the  market 
are  just  beating  their  heads  against  the  wall.  Says  LeBaron, 
who  became  founder  and  president  of  Boston's  Battery- 
march  Financial  Management  after  a  year  of  running  Key- 
stone's K-2  growth  fund,  "Everybody  works  very  hard  to 
find  little  corners  of  the  market  where  they  can  pit  their 
judgment  against  the  mass  of  institutions.  But  look  at  the 
performance  studies  done  in  the  late  Sixties  and  early 
Seventies.  They  show  that  institutional  investors  in  general 
have  not  done  as  well  as  the  market." 

Mind  you,  this  is  not  the  same  thing  as  saying  the  na- 
tion's stock-pickers  are  dumb.  On  the  contrary.  They  are 
smart.  So  smart  that  their  efforts  cancel  out,  and  at  most 
times  a  stock  sells  close  to  what  their  collective  judgments 
think  it  is  worth. 

Arguing  thus,  LeBaron  has  a  proposition.  For  a  very 
small  fee,  he  will  manage  money  so  it  will  do  almost  ex- 
actly as  well  as  the  market  as  a  whole. 

With  the  help  of  Alexis  Belash,  an  analytical  philosopher 
by  training  and  a  computer  man  by  profession,  LeBaron 
has  just  established  a  service  for  his  smallish  money 
management  firm.  The  service  is  called  Batterymarch/ 
PSP  (Program  Selected  Portfolios). 

Together  with  Gerald  Pogue,  an  associate  professor  of 
finance  and  economics  from  MIT,  Belash  spent  about  six 
months  tracking  15  different  portfolios  over  a  ten-year 
period.  Their  goal  was  to  come  within  98%  of  matching 
the  S&P  500  index.  "We  have  discovered  that  a  portfolio 
of  around  250  securities  will  do  this  within  plus  or  minus 
,2%,"  Belash  says.  It  is  weighted  exactly  as  is  the  S&P  in- 
dex itself,  of  which  it  is,  in  effect,  a  slimmed-down  version. 

What  happens  if  LeBaron  and  Belash  buy  a  Penn  Cen- 
tral? They  hold  it,  as  long  as  it  does  not  drop  out  of  the 
500.  What  if  they  catch  a  Levitz  on  the  way  up?  They 
hold  it.  "As  one  stock  goes  up,  another  somewhere  else  is 
going  down,"  explains  LeBaron.  "Meanwhile,  the  collec- 
tion, which  is  the  marketplace,  keeps  on  producing  quite 
interesting  results." 

At  first  hearing,  the  Batterymarch/ PSP  approach  sounds 
rather  like  Nebraska  Senator  Roman  Hruska's  defiant  chal- 
lenge to  overachievers,  when  he  asked  what  was  wrong 
with  mediocrity.  Batterymarch  asks  a  similar  question.  "Do 
you  know  what  buying  the  index  would  have  done  for  you 
last  year?"  asks  Alex  Belash,  a  tall,  prematurely  gray- 
haired  man  with  the  rosy  cheeks  and  round  blue  eyes  of  a 
favorite  nephew.  "It  would  have  given  you  an  18%  return 
and  beaten  89%  of  the  mutual  funds." 

In  selecting  Belash  as  a  manager,  LeBaron  deliberately 
went  outside  the  investment  community.  He  wanted  some- 
body who  didn't  carry  around  the  prejudices  and  precon- 
ceived ideas  of  an  investment  professional.  "Alexis  is  the 
man  from  Mars,"  LeBaron  says.  "Give  him  the  evidence  on 
institutional  performance  and  a  billion  dollars  and  what 
does  he  do?  Hire  a  cement  analyst,  an  airlines  analyst  and 
so  on?  No.  He  just  looks  at  the  evidence." 

LeBaron 's  reasoning  is  this:  "The  record  of  growth 
funds  year  in  and  year  out  has  been  inconsistent  and  dis- 


LeBaron  and  Belash  of  Batterymarch/PSP 


appointing.  And  growth  funds  are  a  very  good  proxy  for 
institutional  performance  in  general.  I  suspected  their  gen- 
erally low  performance  level  was  due  to  two  things. 

"First,  size  seemed  to  make  the  growth  funds  suffer. 
K-2,  for  example,  wasn't  flexible  at  over  $300  million. 

"Second,  the  kind  of  securities  the  institutions  use 
seemed  to  be  more  highly  priced  in  relationship  to  risk- 
reward  than  noninstitutionalized  securities.  The  reason  we 
started  Batterymarch  3&  years  ago  was  to  get  away  from 
these  two  factors. 

"If  you  can  grind  out  10%  a  year  at  a  relatively  cheap 
price  with  very  low  risk  and  only  a  few  mistakes,  you  will 
do  better  than  most  people;  the  only  efficient  way  to  in- 
vest big  money  is  simply  to  be  in  the  market." 

If  it  all  sounds  rather  like  using  buckshot,  LeBaron  is 
delighted  to  accept  the  comparison.  "Imagine  convention- 
al money  managers  as  a  series  of  riflemen,"  he  says.  "If 
you  stand  back  far  enough,  a  collection  of  rifle  bullets 
looks  like  buckshot.  So  why  not  use  buckshot  right  away?" 

Buckshot  is  cheaper  than  rifle  bullets,  too.  Because 
Batterymarch/PSP  has  almost  no  staff  and  plans  to  make 
almost  no  transactions  (its  goal  is  to  be  "large  and  slug- 
gish" with  just  2%  annual  turnover),  it  is  able  to  charge 
a  fee  that  is  shockingly  small  to  many  conventional  money 
men:  $100,000  a  year  on  a  $100-million  account.  Most 
others  charge  upwards  of  three  times  that  amount.  "Having 
a  low  flat  fee  and  low  brokerage  costs  actually  adds  val- 
ue to  the  account  in  itself,"  says  LeBaron,  looking  as  quiet- 
ly pleased  with  underselling  his  competitors  as  if  he  were 
offering  perfection.  "Could  it  be  that  one  reason  institu- 
tions in  the  aggregate  have  not  done  as  well  as  the  S&P 
500  is  the  very  high  cost  of  transactions?" 

Potential  customers  for  the  PSP  service  will,  LeBaron 
expects,  include  state  and  local  pension  funds.  These  funds 
want  to  increase  their  exposure  in  equities  at  the  moment, 
he  reasons.  "Our  technique  offers  them  an  opportunity 
to  get  into  the  market  swiftly  and  cheaply." 

Won't  this  add  up  to  a  pretty  boring  operation?  Not 
necessarily,  says  LeBaron:  "Say  PSP  is  in  place  with  ten 
accounts  of  $100  million  each.  We  are  producing  consistent 
and  attractive  results  so  we  have  ten  happy  clients.  That 
in  itself  will  be  revolutionary  for  an  investment  medium. 
We  can  go  on  from  there  to  other  more  interesting  and 
sophisticated  things  in  the  area  of  mechanical  portfolio 
selection.  But  first  we  have  to  show  that  PSP  works."  ■ 
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THE  GREAT  CORPORATE  ALPHABET  SOUP  EXPLOSION - 

AND  HOW  TO  ESCAPE  IT 

Identity  Crises?  Today's  business  names,  made  up  of  letters  that  once  stood 

for  something,  can  lead  to  corporate  anonymity.  Here's  how 

one  major  firm  faced  the  problem. 


Years  ago,  most  businesses 
bore  the  names  of  their 
founders  and/or  their  major 
product.  Jones  Shoe  Company. 
You  could  be  almost  certain 
that  the  firm  sold  footwear— 
and  that  a  Mr.  Jones  started  it. 
But  after  Jones  died,  the  firm 
went  public.  Then  it  acquired 
some  cattle  ranches.  And  a 
dairy.  Since  neither  "Jones" 
nor  "Shoe"  had  much  remain- 
ing meaning  to  most  of  its  pub- 
lic, management  decided  on  a 
name  change. 

And  so  old  Jones  Shoe  became 
the  JSC  Corporation. 
Today,  few  people  remember 
what  those  letters  stood  for. 
And,  since  there's  no  reference, 
most  of  us  have  trouble  re- 
membering them.  (Was  it  SJC 
or  JSC?)  Besides,  seven  other 
firms  now  have  names  with 
similar  letter  combinations. 
Multiply  that  example  by  ten 
thousand  and  you  have  the  al- 
phabet soup  of  American 
business. 

From  shoes  to 
title  insurance 

Like  Jones  Shoe,  the  name  of 
Title  Insurance  and  Trust  Com- 
pany is  definitive.  A  perfectly 
good  name  for  a  title  insurance 
business  that  also  operates 
a  trust  department.  But 
very  long.  So  it  became— TI. 
That  was  more  than  seventy- 
five  years  ago.  TI  grew.  It  ac- 
quired other  title  insurance 
businesses.  Such  as  Pioneer 
National  Title  Insurance 


Ad\  ertisement 


(PNTI),  now  active  in  49  states, 
and  the  Title  Guarantee  Com- 
pany (TG)  of  New  York. 
Then  TI  began  to  diversify.  Into 
financial  printing  and  property 
investment.  And  the  new  fields 
of  employee  relocation  manage- 
ment and  mortgage  insurance. 
And  engineering  and  archi- 
tectural services. 
Along  the  way,  a  new  parent 
corporation  was  established 
and  listed  on  the  New  York 
Stock  Exchange  and  other 
major  exchanges.  Its  name:  The 
TI  Corporation  (of  California). 
No  problem.  Except. 
Except  now  there  was  a  com- 
pany referred  to  as  TI  with  a 
subsidiary  also  referred  to 
asTI. 

The  letters  TI  derive  from  title 
insurance.  But  only  a  portion 
of  the  audiences  that  come  into 
contact  with  this  diversified 
company  are  concerned  with 
title  insurance.  And  an  even 
smaller  portion  know  the  deri- 
vation of  TI.    And  meantime 
other  businesses  with  other 


names  have  also  shortened  a  different  trademark.  Each 

their  identification  to  TI.  with  a  different  method  of  iden- 

"I  encountered  difficulty  when     tifying  itself  with  TI  Cor- 


I  accepted  the 
job  as 
President 
ofTI 


THE  GUY  FFOW  SflftB  IS  ON  THE 

UNE OR  WA£  THAT  /RBS  OR  B$K\„„ 

OR 


LETS  SEE,  WE  HAVE-  ONE  vCTE" 
R3R  /XML1SOP  INC.,  ONEVOIFRDP 

RtOSnOC\  ITD.,  ONE  VOTE  TOR 
MQR3/VJ  INC.,  ONE  VOTE  R3R , . ,. , 

Corporation','  explains  Rocco 
Siciliano,  who  joined  the  firm 
two  years  ago.  The  former 
Undersecretary  of  Commerce 
wanted  to  tell  friends  and  col- 
leagues about  his  new  affili- 
ation. 

"When  I  told  them  about  TI, 
I  had  to  explain  those  two 

letters  and  that  title 
insurance  was  only 
a  part  of  our  busi- 
ness." Others  in  the 
growing  organization 
were  encountering  iden- 
tity problems. 
For  example, 
there  were  now 
two  subsidiary 
companies  in  the 
financial  printing  business. 
Jeffries  Banknote  Company  in 
Los  Angeles.  Chas.  P.  Young 
Company  in  New  York,  and  its 
division,  Twentieth  Century 
Press  in  Chicago.  Each  with 


poration. 

And  each  with  salesmen  who 
were  getting  a  little  tired  of 
explaining  what  the  letters  TI 
stood  for. 

In  the  Midwest,  Pioneer 
National  Title  Insurance 
had  adopted  a  trademark 
that  featured  the 
letters  P-N-T-I. 
"We  hoped  it 
would  show  some 
affiliation  with  TI 
on  the  West  Coast',' 
explains  one  of  the 
district  managers,  "but 
some  people  just  think  it's  the 
beginning  of  a  game  of 

Scrabble'.' 

"It's  an  exciting  cor- 
poration',' states  Siciliano, 
"and  it  runs  interesting 
businesses.  But  in  trying  to 
tell  people  about  it,  we  found 
ourselves  having  to  explain 
groups  of  similar  letters  and 
their  meanings.  You  do  that  a 
few  times,  and  you  suddenly 
realize  that  it's  all  very  mean- 
ingful to  the  speaker— but  not 
the  listener.  His  eyes  take  on  a 
glazed  look  that  tells  you  he 
doesn't  understand,  and  doesn't 
really 
care'. 


Advertisement 


From  negative 
to  positive 

Once  the  problem  was  sus- 
pected, the  next  task  was  to 
define  it.  Outside  consultants 
ran  through  a  series  of  inter- 
views with  managers  and  cus- 
tomers around  the  country  and 
explored  all  aspects  of  cor- 
porate communications. 
A  three  fold  solution  was 
mapped  out.  It  included  (a)  a 


ew  communications  name  for 
le  parent  firm,  (b)  a  symbol 
lat  could  be  used  by  all  of  its 
asinesses,  and  (c)  a  whole  new 
rstem  of  identification  for  all 
le  companies. 
)  arrive  at  the  new  name, 
mdreds  of  descriptive  words 
ere  broken  into  stems,  then 
d  into  a  computer  that  came 
)  with  more  than  7,000  corn- 
nations. 

le  winner:  a  simple  five-letter 
3rd— TICOR  (pronounced 
5-core). 


Rather  than  change  existing 
legal  names,  it  was  decided  to 
adopt  the  new  word  as  a  com- 
munications name. 
"There's  ample  precedent  for 
this  sort  of  thing"  explains 
Board  Chairman  Ernest  J. 
Loebbecke.  "Take  the  name 
'Alcoa'  for  example.  It  has  be- 
come a  memorable  communica- 
tions name  for  Aluminum 
Company  of  America.  It's  a 
much  better  solution  than  a 
series  of  initials'.' 
A  symbol  was  then  designed 
along  with  a  distinctive  typo- 
graphic style  that  becomes  part 
of  the  new  trademark. 

A  new  name  — 
a  new  identity 

And  what  was  formerly  "a  sub- 
sidiary of  The  TI  Corporation 
(of  California)"  now  became 
simply  "A  Ticor  Company." 
When  the  new  name,  trade- 
mark and  typographic  style 
are  all  combined,  the  result  is 
the  simple  and  uniform  method 
of  identification  for  all  Ticor 
companies  shown  at  right. 
*One  of  the  most  important  as- 
pects of  this  identity  program" 
explains  Ticor  President 
Siciliano,  "lies  in  what  has  been 
deleted.  Inherent  in  our  deci- 
sion was  the  end  of  many  dif- 
ferent trademarks,  lettering 
styles  and  other  means  of  iden- 
tification. Now  that  these  are 
uniform,  each  impression  adds 
to  the  total  impression  of  our 
family  of  businesses'.' 
How  important  is  this  sort  of 
identity  program  to  the  success 
of  Ticor— or  any  diversified 
and  growing  business  organi- 
zation? 

"We're  not  counting  on  this 
program  to  make  us  success- 
ful," says  Chairman  Loebbecke. 
"Our  success  depends  on  the 


strength  of  our  managers.  But 
if  knowledgeable  people  under- 
stand who  you  are  and  what 
you  are  doing,  then  you  can 
grow  faster." 

Loebbecke  and  Siciliano  agree 
that  a  business  becomes  great 
through  management  decisions. 
And  that  great  business  deci- 
sions contain  a  mixture  of  ex- 
perience seasoned  by  boldness 
and  imagination. 
A  communications  name  is  not 
really  that  sort  of  decision.  But 
other  decisions  will  be  better 
known  because  this  one  was 
made. 


The  now  look 
of  Ticor 


TITLE  INSURANCE 
AND TRUST 


PIONEER  NATIONAL 
TITLE  INSURANCE 


TITLE  GUARANTEE- 
NEW  YORK 


JEFFRIES  BANKNOTE 
COMPANY 


CHAS.R  YOUNG 
COMPANY 


TWENTIETH  CENTURY 
PRESS  DIVISION 


TICOR  PROPERTIES 


TICOR  RELOCATION 
MANAGEMENT 


ADRIAN  WILSON 
ASSOCIATES 


TICOR  MORTGAGE 
INSURANCE 


TICOR 

433  S.  Spring  St. 
Los  Angeles,  C A  90013 
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Can  hospitals  be  run  as  businesses?  In  certain  parts 
of  the  if.  S.  the  answer  is  demonstrably,  yes. 


It  may  not  work  everywhere  in  the 
U.S.  but  in  large  parts  of  the  country, 
private  companies  are  proving  that 
they  can  run  hospitals  and  run  them 
at  a  profit.  Says  John  C.  Neff,  presi- 
dent of  Nashville-based  Hospital  Corp. 
of  America,  "What's  happening  in 
hospitals  now  is  no  different  than  the 
evolution  from  ma-and-pa  hotels  to 
Holiday  Inns." 

Neff's  company,  as  its  name  implies, 
builds  and  operates  hospitals  for  a 
profit,  and  is  doing  quite  well  at  it. 
HCA  is  the  fastest-growing  of  a 
half-dozen  or  so  such  companies  that 
have  sprung  up  in  recent  years.  Start- 


ing with  one  hospital  in  1968,  HCA 
now  runs  a  chain  of  50,  has  14  more 
under  construction  and  already  plans 
to  build  another  five  or  six  in  1974. 
Local  governments  and  hospital 
groups  are  having  trouble  financing 
the  construction  and  expansion  of 
their  own  facilities.  HCA  and  the 
others  are  showing  that  private  enter- 
prise can  often  do  the  job  plus  run 
their  hospitals  more  efficiently  once 
they  are  built. 

HCA's  vital  statistics  are  impres- 
sive. Revenues  up  fourfold  since  1968, 
to  $174  million.  Profits  up  almost 
fivefold  to  $10  million. 


Cost  Cutter.  One  way  HCA 
cuts  its  expenses  is  by  flying  its 
dietitians  and  pathologists 
between  hospitals. 


HCA  has  flirted  with  even  greater 
growth.  In  March  it  came  within  a 
whisker  of  acquiring  competitor  Amer- 
ican. Medicorp,  which  would  have 
more  than  doubled  its  sales  and  prof- 
its. It  backed  off,  says  Dr.  Thomas 
Frist  Jr.,  HCA's  chief  planner,  when 
close  inspection  revealed  that  "a  cou- 
ple of  their  hospitals  didn't  quite  meet 
our  standards."  Translated,  that  means 
several  American  Medicorp  hospitals 
in  California  were  osteopathic  hos- 
pitals. They  are  duly  licensed  by  the 
state,  but  doctors  of  medicine,  who 
have  long  feuded  with  the  doctors 
of  osteopathy,  consider  them  inferior 
to  regular  hospitals  and  won't  admit 
their  patients  to  them.  And  accepta- 
bility in  the  medical  community  is 
crucial  to  HCA. 

Doctor  Knows  Best 

HCA  says  it  will  not  build  a  facility 
unless  local  physicians  want  the  com- 
pany in.  Physicians  often  have  a  built- 
in  prejudice  against  hospital-for-prof- 
it  entrepreneurs— and  not  wholly  with- 
out reason.  When  physicians  have  co- 
operated with  such  operators  in  the 
past,  they  have  often  been  burned. 
Many  such  hospitals  were  built  where 
they  were  not  needed,  or  they  were 
built  with  substandard  or  poorly  chos- 
en equipment  or  facilities.  Just  as  of- 
ten, these  entrepreneurs  refused  to  ad- 
mit Medicare  or  Medicaid  patients. 
HCA  does  not  restrict  the  types  of  pa- 


Momentum 


A  precious  commodity  In 
business,  and  Masonite  Corp. 
seems  to  know  how  to  keep  it. 

Many  of  the  1972  earnings  reports 
you've  seen  during  the  last  few 
months  show  a  common  pattern:  A 
postrecession  uptick  after  one  or  two 
down  years.  But  not  Chicago's  Mason- 
ite Corp.;  it  scarcely  broke  stride  dur- 
ing the  1970-71  recession.  By  the  end 
of  its  latest  fiscal  year  (through  last 
Aug.  31)  Masonite's  sales  and  earn- 
ings, at  $248  million  and  $1.67  per 
share,  were  more  than  twice  what 
they  had  been  in  1968. 

Indeed,  Masonite  has  rarely  had  a 
bad  year  in  recent  memory.  The  last 
was  1967,  when  a  plant  blew  up  and 
the  company  took  an  eight-month 
strike.   Which  seems   odd,   since  the 


company's  business— hardboard  and 
related  building  materials— is  amply 
vulnerable  both  to  housing  cycles  and 
to  ups  and  downs  in  the  disposable 
income  of  do-it-yourself  homeowners. 
How  does  Masonite  do  it?  Well, 
for  one  thing,  by  the  time  the  latest 
recession  rolled  around,  only  38%  of 
Masonite's  sales  depended  on  new 
residential  construction.  For  the  last 
decade,  Masonite  has  concentrated  its 
sales  effort  on  specialty  hardboards, 
particularly  on  do-it-yourself  interior 
paneling,  where  it  increased  its  mar- 
ket share.  A  smart  move,  as  it  turned 
out,  for  sales  of  hardboard  and  ex- 
terior paneling  were  hit  hardest  dur- 
ing the  recession,  while  the  do-it- 
yourself  interior  business  held  strong. 
One  reason:  Rather  than  put  off  in- 
terior remodeling  when  dollars  were 
tight  during  the  recession,  many 
homeowners  saved  money  by  doing 
the  work  for  themselves  rather  than 
hiring  a  contractor  to  do  it  for  them. 


Masonite's  hardboard,  the  compa- 
ny's basic  product,  was  unique  when 
it  came  out  back  in  the  Twenties. 
But  during  the  Forties,  after  its  pat- 
ents had  run  out,  John  \I.  Coates, 
who  ran  the  company  from  1952  un- 
til his  retirement  in  1971,  found  his 
company  losing  its  competitive  ad- 
vantage. Several  much  bigger  COTfl 
petitors  also  make  similar  material 
now;  if  you  ask  for  Masonite  at  your 
local  lumberyard,  you  ma\  gel  Geor 
gia-Pacifie"s  or  Kvans  Products'  hard- 
hoard.  So  Coates  set  about  creating 
specialty  consumer  hardboard  prod 
ucts,  like  interior  paneling,  that  could 
command  higher  markups.  Wan! 
some  painted  siding  lor  vour  home 
guaranteed  for  15  years  against  peel- 
ing? How  about  a  weathered  liitcnoi 

planking  complete  with  knotholes  and 

nailheads?  Or  a  hardboard  that  looks 
like   cork    hoard    but    has    hardhoard's 

toughness?  <>■  lake  stucco  so  real  you 
need  a  special   rollei   to  repaint  It? 
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tients  it  admits,  and  it  spends  up  to 
$40,000  per  bed  even  with  the  econ- 
omies detailed  below;  this  is  quite 
close  to  the  national  average  for  all 
hospitals  of  about  $45,000. 

One  medical  criticism  HCA  owns 
up  to:  that  its  hospitals  do  not  shoul- 
der any  significant  medical  research 
or  teaching  load  (though  some  HCA 
hospitals  do  take  medical  interns  and 
include  schools  of  nursing).  Medical 
research  and  teaching  are  best  carried 
out  by  the  university  hospitals  that 
receive  government  grants,  HCA  says 
—making  self-interest  jibe  with  public 
interest. 

The  company  was  started  by  two 
well-established  Nashville  families 
with  solid  medical  backgrounds.  HCA 
Chairman  Jack  Massey  may  be  best 
remembered  by  Wall  Street  as  the 
man  who  founded  Kentucky  Fried 
Chicken  Corp.  But  in  the  South  he  is 
equally  well  known  as  the  man  who 
for  12  years  ran  the  Baptist  Hospital 
in  Nashville,  building  it  into  one  of 
the  country's  largest  medical  centers. 
The  other  family  behind  the  compa- 
ny's formation  is  headed  by  Dr. 
Thomas  F.  Frist,  a  nationally  known 
cardiologist  and  internist  who  has 
served  as  the  personal  physician  to 
four  of  the  past  five  governors  of  Ten- 
nessee. Now  Dr.  Thomas  Frist  Jr.,  his 
34-year-old  son,  has  become  ex- 
ecutive vice  president  and  the  com- 
pany's principal  entree  to  the  medi- 
cal community. 

"There  is  no  magic  to  what  we  are 
doing,"  says  John  Neff.  But  there  is  a 
good  bit  of  economizing.  While  HCA 
builds  four  hospitals  ranging  in  size 
from  50  to  300  beds,  they  are  all  look- 


alikes,  which  enables  all  construction 
materials  to  be  bought  in  bulk.  HCA 
has  centralized  many  accounting 
jobs,  particularly  the  complicated 
Medicare  and  Medicaid  accounts, 
eliminating  the  need  for  each  hospital 
to  buy  and  staff  its  own  computer. 

Carrying  its  economies  one  step  fur- 
ther, HCA  tends  to  build  its  hospitals 
in  clusters,  usually  within  a  40-  to  50- 
mile  radius.  Generally  it  has  smaller 
units  surrounding  one  large  "mother 
hospital"  that  can  do  the  normal  ev- 
eryday lab  tests  and  dietary  work  for 
the  small  units.  Sometimes  this  means 
dietitians  and  pathologists  must  spend 
part  of  their  day  flying  by  helicopter 
from  one  hospital  to  another. 

HCA's  expansiveness  has  not  come 
cheap.  The  company  has  a  long-term 
debt  of  $120  million,  vs.  its  $91  mil- 
lion of  common  equity,  and  is  now 
searching  for  ways  to  keep  growing 
without  adding  debt.  It  is  considering 
taking  on  partners,  a  group  of  banks, 
to  build  a  hospital  in  Greece. 

If  HCA  is  the  fastest-growing  hos- 
pital company,  the  others  are  pros- 
pering too.  Hospital  Affiliates,  Ameri- 
can Medicorp  and  American  Medical 
International  are  all  expanding  prof- 
itably. Extendicare,  Inc.,  which  has 
dumped  its  chain  of  nursing  homes 
and  its  mobile  home  operations,  is 
now  also  building  up  a  string  of  gen- 
eral hospitals.  No  one  can  predict  how 
far  the  hospitals-for-profit  idea  will 
spread.  So  far,  HCA  has  concentrated 
in  the  Southeast,  with  forays  into  Cal- 
ifornia. It  remains  to  be  seen  whether 
the  idea  will  work  in  more  built-up 
sections  of  the  country  with  their  es- 
tablished hospitals.  ■ 


Masonite  now  offers  these  specialty 
products  and  many  more. 

As  a  result,  Coates'  successor, 
Samuel  S.  Greeley,  has  taken  over  a 
company  that  has  been  boosting  sales 
by  an  average  of  almost  20%  a  year 
and  earnings  by  almost  30%  since 
1966,  and  that  has  returned  nearly 
18%  on  stockholders'  equity.  A  real 
success  story,  one  of  the  few  in  an 
industry  .  that  is  normally  bedeviled 
by  economic  cycles. 

Cycles  or  no,  Greeley  rules  out 
diversification.  Together  with  Coates, 
he  poked  around  with  modular  hous- 
ing and  the  carpet  business  a  few 
years  back,  but  found  they  didn't  fit 
in.  A  lucky  thing,  too,  considering 
that  modular  housing  has  never  lived 
up  to  the  rosy  expectations  of  a  few 
years  ago. 

Greeley  figures  he  has  his  hands 
full  with  Masonite's  basic  business. 
"Take  siding,"  he  says.  "We  were  first 
in  and  it  was   a  good   market.    But 
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then  others  came  along  and  before 
long  it  was  like  a  commodity.  It  had 
no  uniqueness.  So  we  developed  a 
way  to  emboss  it.  But  sooner  or  later 
others  can  copy  that  too,  so  we've 
got  to  keep  running  in  order  to  stay 
ahead." 

Looking  ahead,  Greeley  sees  an- 
other stern  test  for  the  company  later 
this  year,  when  he  thinks  hous- 
ing starts  will  again  drop  off.  He 
plans  a  two-pronged  attack  to  sus- 
tain Masonite's  momentum.  First,  he's 
putting  more  development  money  in- 
to new  paneling  ideas  for  the  re- 
placement and  do-it-yourself  market, 
much  as  Masonite  did  in  preparing 
for  the  1970-71  economic  setback. 
Second,  he  plans  to  go  after  a  big- 
ger slice  of  the  siding  market.  If  hous- 
ing starts  do  trail  off,  he  thinks  build- 
ers will  scramble  to  find  something 
unusually  attractive— like  Masonite's 
embossed  and  decorated  siding  ma- 
terials—to sell  their  houses.  ■ 


frolic 

miR 

mermaids 

& get a  fine 
Smssfyivers 
Wafcfi for  just 

Here's  your  chance  for  a  real  bargain.  Our 
Swiss  made  HAVERDIVER  features  lumi- 
nous dial,  sweep-second,  lapsed  time  indi- 
cator, calendar,  steel  body,  tropical  strap 
and  one  lovingly  positioned  jewel.  HAVER- 
DIVER is  listed  at  $16.95  in  our  Catalog, 
but  it  is  available  through  this  offer  at  just 
$10.95.  And  that  isn't  all.  With  the  HAVER- 
DIVER you  will  also  receive  our  colorful 
64-page  Catalog,  PLUS  a  $2  GIFT  CERTIFI- 
CATE, which  you  may  apply  to  your  first 
purchase.  Once  you  are  our  customer  and 
friend,  you'll  receive  every  month  delight- 
ful and  amazing  offers  of  outstanding  mer- 
chandise. One  more  word  about  the  watch: 
you  may  return  it  in  two  weeks  for  full 
refund  if  not  delighted  (and  still  remain  our 
friend).  And  it  is  guaranteed  one  year  for 
manufacturers  defects  (we  repair  or  replace 
free,  of  course,  only  charge  for  postage 
and  handling).  Haverdiver  comes  in  a  man's 
and  petite  lady's  version  -  so  take  your 
pick  or  order  the  par  for  extra  saving. 
Simply  clip  this  ad,  mark  your  choice,  jot 
your  name  and  address  on  the  margin  and 
mail  it  to  us  with  your  remittance.  Please 
be  sure  to  add  $1.00  postage  and  insurance 
per  shipment  and  sales  tax  for  Calif,  deliv- 
ery. Or  if  you  prefer  give  us  your  BA  or 
MC  #,  expiration  date  and  your  signature. 
Whichever  you  prefer,  we'll  send  HAVER- 
DIVER right  out  to  you. 
Please  send  me: 

D  Man's  HAVERDIVER  @  $10.95 
D  Lady's  HAVERDIVER  @  $10.95 
D  "His  and  Hers'HAVERDIVERS  @  $19.95 

haverhill's 

583  Washington  St.  San  Francisco  94111 
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Faces  Behind  the  Figures 


Ouch,  Says  Mr.  Ralph 

Ralph  Lazarus  is  not  the  kind  of 
man  to  sit  quietly  by  when  he  feels 
a  pinch.  As  chairman  of  Federated 
Department  Stores,  one  of  the  na- 
tion's largest  conventional  department 
store  chains  (annual  sales:  $2.6  bil- 
lion), he  sees  a  pinch  coming  now 
between  rising  prices  and  falling  con- 
st imor  confidence.  That's  why  he 
yelled  loudly  the  other  day  and  urged 
the  President  (and  the  senators  and 
representatives  in  the  18  states  where 
1'ederated  has  stores)  to  bring  back 
wage  and  price  controls. 

"We're  on  the  edge  of  a  runaway 
inflation,''  says  Lazarus,  who's  called 
Mr.  Ralph  by  his  employees,  in  line 
with  his  father's  informal  title  of  Mr. 
Fred.  "And  there's  enough  uneven- 
ness  in  the  economy  that  it  could  end 
up  in  a  real  bust  if  nothing  is  done. 
The  public  needs,  and  is  entitled  to, 
a  sense  of  confidence  in  the  future 
stability  of  the  economy.  Such  is  not 
now  the  case." 

What  really  worries  Lazarus  is 
1974.  Federated's  retail  prices  rose 
2.4%  in  the  first  quarter  of  1973.  But 
its  latest  wholesale  costs  showed  a 
jump  of  3.2%,  and  are  pushing  high- 
er. This  inflation,   Lazarus  thinks,   is 


already  slowing  retail  buying.  Sales 
were  up  more  than  11%  in  the  first 
quarter,  and  his  group  thought  they'd 
stabilize  around  9%  ahead  for  the 
year.  Now  the  prediction  is  for  a 
diminishing  gain.  "By  the  first  half  of 
1974  I  think  U.S.  department  store 
sales  will  be  moving  ahead  at  a  rate 
of  only  6.3%,"  says  Lazarus. 

And  the  squeeze  being  passed  on 
by  suppliers  seems  relentless.  "All  our 
buyers  are  back  from  fall  markets," 
he  says,  "and  everything  from  textiles 
to  furniture  was  out  of  line."  It's  a 
different  inflationary  atmosphere  from 
1968-70,  he  thinks,  because  of  devel- 
oping scarcities  in  textile  fibers  and 
some  agriculture  products  (Federat- 
ed owns  74  supermarkets).  Because 
of  such  inflationary  pull  factors,  La- 
zarus doesn't  believe  a  price  roll- 
back is  practical. 

Lazarus  doesn't  mince  words  about 
there  being  both  good  and  bad  guys 
in  the  inflationary  picture:  He  thinks 
some  people  have  been  taking  advan- 
tage of  Phase  3.  He  would  also  like 
to  see  an  excess-profits  tax  enacted, 
though  he  adds,  "You'd  have  to  be 
careful  of  the  base  period  and  relate 
it  to  investment  per  unit  of  produc- 
tion. But  I  think  it  might  help  bal- 
ance things  out." 


Lazarus  of  Federated 


Lazarus  knows  that  all  businessmen 
won't  go  along  with  his  call  for  con- 
trols. But  he  believes  they've  seen 
enough  of  inflation  in  the  past  dec- 
ade to  be  deeply  worried— if  not  as 
outspoken  as  Ralph  Lazarus.   ■ 


Some  Ulistake! 

It  was,  at  most,  "a  mistake  in  judg- 
ment," said  former  Mayor  Robert  F. 
Wagner  of  New  York,  and  he  added: 
"Like  [another  former  mayor,  the  late 
Fiorello  H.]  LaGuardia  said,  when  I 
make  a  mistake  it's  a  beaut." 

Democrat  Wagner,  who  was  nom- 
inated to  run  again  for  mayor  by  the 
Liberal  Party  with  the  blessing  of 
Republican  Governor  Nelson  A.  Rocke- 
feller (he  turned  down  the  nomina- 
tion), formerly  was  chairman  of  the 
Real  Estate  Fund  of  America,  an  off- 
shore mutual  fund.  He  now  finds  him- 
self as  a  defendant  in  a  $30-million 
civil  suit  charging  fraud  and  diversion 
of  moneys. 

It  should  not  have  come  as  a  sur- 
prise to  him.  All  offshore  funds  are 
suspect,  because  they  are  registered 
in  countries  that  have  little,  if  any, 
regulatory  legislation.  Registered  in 
Liberia,  the  REFA  was  more  suspect 
than  most.  First  of  all,  it  was  an  open- 
end  real-estate  fund.  The  Securities 
&  Exchange  Commission  does  not 
permit  such  funds  to  operate  in  the 
U.S.  because  it  considers  them  basi- 
cally unsound.  Secondly,  the  man  who 


started  it,  Jerome  Hoffman,  had  an 
unsavory  record,  to  say  the  least.  He 
once  ran  a  business  in  New  York  find- 
ing mortgages  for  people.  The  state 
attorney  general's  office  labeled  the 
operation  "reckless,  improvident  and 
fraudulent."  Hoffman  had  to  sign  a 
consent  decree  forbidding  him  to  deal 
in  securities  in  the  state.  He  has  since 
gone  to  jail  for  mail  fraud. 

All  this  was  well  known  in  Lon- 
don, where  REFA  had  a  sales  office. 
The  company  came  under  such  heavy 
attack,  Hoffman  moved  the  office  to 
Rome.  Belgium's  minister  of  finance 
publicly  warned  Belgians  against  deal- 
ing with  REFA.  The  fund  eventually 
collapsed,  as  did  several  other  off- 
shore, open-end  real-estate  funds. 

How  Wagner  could  have  lent  his 
name  and  reputation  to  such  a  com- 
pany is  a  mystery,  but  he  wasn't 
alone.  Other  defendents  in  the  suit 
include  Robert  C.  Weaver,  former 
Secretary  of  Housing  &  Urban  De- 
velopment, Holmes  Brown,  president 
of  the  New  York  Board  of  Trade, 
Viscount  Brentford,  a  British  attorney, 
and  Reginald  Maudling,  former  British 
Home  Secretary  and  Deputy  Prime 
Minister.  ■ 


Ex-Mayor  Wagner 
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Off  in  a  Flash  .  •  • 

And  now,  back  to  the  continuing 
saga  of  Archie  Albright,  Wall  Street's 
ace  troubleshooter. 

As  tonight's  episode  begins,  we  find 
Archie— now  vice  chairman  and  chair- 
man of  the  finance  committee  of  new- 
ly merged  Drexel  Burnham— gazing  out 
his  office  window  at  New  York  harbor 
37  floors  below.  "I'm  happy  right 
where  I  am,"  he  states  emphatically. 

Recent  years  have  been  hectic. 
Passed  over  for  the  chief  executive's 
slot  at  Stauffer  Chemical  in  1968, 
young  executive  vice  president  Al- 
bright, 48,  left  to  try  his  luck  in  the 
land  of  the  bull  and  bear  as  a  partner 
at  Kuhn,  Loeb. 

One  year  later,  Albright  learned 
that  another  Wall  Street  house— Glore, 
Forgan,  Wm.  R.  Staats— was  in  trou- 
ble. In  a  flash,  Albright  was  off  to  the 
rescue.  Applying  merger  and  acquisi- 
tion knowhow  he'd  learned  at  Stauf- 
fer, Albright  arranged  a  three-way 
marriage  of  Glore,  Forgan,  Hirsch  & 
Co.  and  F.I.  du  Pont. 

Brilliant  in  theory,  but . . .  well,  F.I. 
du  Pont  was  in  trouble  in  the  back  of- 
fice. Big  trouble.  "Nobody  had  any 
clue  how  bad  it  was,"  says  Archie. 

While  Ross  Perot  stepped  in  with 
his  computers  and  his  millions  to  stave 
off  an  impending  failure  that  might 


have  triggered  a  really  nasty  domino 
effect  on  Wall  Street,  Albright  hopped 
over  to  Loeb,  Rhoades. 

Things  were  too  quiet  there,  how- 
ever, so  last  year  when  the  Firestones 
asked  him  to  please  come  save  old 
Drexel,  Firestone  from  oblivion,  Al- 
bright was  off  again  in  a  flash. 

"Many  of  my  friends  felt  I  was 
crazy  to  take  this  thing  on  because 
they  thought  the  firm  was  already  over 
the  edge  of  the  cliff,"  Albright  recalls. 
"I  knew  I  was  being  asked  to  perform 
open-heart  surgery  on  a  patient  who 
was  already  in  the  emergency  room, 
but  I  felt  that  the  Drexel  name  and 
the  Harriman,  Ripley  franchise  should 
not  sink  into  the  swamp."  The  Drexel 
people  and  the  Harriman,  Ripley  peo- 
ple had  been  engaging  in  total  "in- 
ternecine warfare"  ever  since  the  two 
old  firms  merged  seven  years  ago. 

Organizationally,  says  Albright,  the 
mess  was  "unbelievable."  To  make 
matters  worse,  the  firm  was  "too  high- 
ly leveraged."  By  the  year's  end,  Al- 
bright had  managed  to  get  things 
back  in  the  black  for  a  couple  of 
months.  But  the  long-term  solution? 
Albright  worked  his  way  down  a 
long  list  of  Wall  Street  houses  again 
until  he  finally  got  Burnham  &  Co.  to 
marry  Drexel,  Firestone  on  Mar.  16. 

What's  next  for  Archie  Albright?  "I 
really  think  I  can  say  at  this  point- 


Albright  of  Drexel  Burnham 

although  I  would  never  want  to  be 
held  to  it— that  I've  climbed  all  the 
mountains  and  killed  all  the  dragons 
that  I  have  any  real  aspirations  to." 

Well,  maybe.  But  then,  Wall  Street 
is  not  exactly  short  on  troubled  houses 
these  days.  ■ 


Look  to  the  Sun 


Brinkworth  of  Cardiff  University 


Depending  on  where  you  live  in  the 
U.S.,  rooftop  solar  energy  collectors 
could  provide  between  one-third  and 
two-thirds  of  your  household  hot  wa- 
ter, heating  and  cooling.  So  says  Dr. 
Brian  Brinkworth,  41,  thermodynam- 
ics lecturer  at  the  University  of  Car- 
diff, Wales,  adding,  "The  solar  energy 
falling  on  the  roof  of  a  house  for  a 
year  far  exceeds  the  energy  used  in 
most  highly  developed  countries  for 
heating  and  cooling  it. 

"We  waste  such  a  lot  of  energy  to 
dispose  of  energy,"  he  goes  on,  refer- 
ring to  such  common  practices  as  the 
use  of  air-conditioners  to  dissipate 
heat  from  the  sun's  rays.  "Good  ener- 
gy management,  proper  insulation, 
ventilation,  louvered  windows  and 
shades,  make  household  solar  energy 
usage  very  attractive." 

Why,  then,  isn't  it  more  commonly 
used?  "It's  simply  a  matter  of  con- 
servatism," answers  Brinkworth.  "It 
just  seems  too  way  out,  even  though 
the  Israelis  and  the  Japanese  use  it 
in  a  big  way." 

Is  this  an  exciting  new  technology? 
"Not  at  all,"  says  Brinkworth.  "It's  more 


a  job  for  the  local  blacksmith."  The 
rooftop  collector,  looking  much  like 
an  ordinary  dormer,  absorbs  heat  on 
metal,  and  that  in  turn  warms  water 
or  air  for  household  circulation.  This 
setup  makes  it  easy  to  use  solar  ener- 
gy in  a  multi-energy  configuration  to- 
gether with  gas,  oil,  electricity  or  coal 
as  a  backup.  "Even  here  in  Britain 
there  is  one  school  built  with  its  south- 
facing  wall  as  the  solar  collector," 
says  Brinkworth.  "They  finally  took 
their  backup  system  out:  They  never 
used  it." 

The  great  virtue  of  solar  energy, 
says  Brinkworth,  is  that  "the  sunshine 
is  free:  All  you  do  is  amortize  the 
capital  cost."  In  Britain,  he  goes  on, 
a  custom  rooftop  model  might  cost 
about  $4,000  and  represent  "around  a 
5%  return  on  investment." 

That  return  could  easily  be  im- 
proved in  the  U.S.,  he  adds.  Not  only 
does  it  have  more  sunshine:  U.S.  pub- 
lic utilities  could  team  up  with  ap- 
pliance makers,  whittle  down  the  cost 
of  solar  collectors— and  make  money 
easing  the  energy  shortage  that  cur- 
rently is  their  worst  burden.  ■ 
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The  Funds 

Why  Sell  a  Good  Thing? 


«tfMMH£j£"29j 


\iw  York's  Chemical  Fund  is  feasting  amidst  famine. 
Some  16,000  investors  purchased  Chemical  Fund  for  the 
first  time  in  1972.  Sales  outdid  redemptions  that  year  three 
to  one,  and  total  assets  grew  over  40%  to  $928  million.  It 
was  the  same  story  in  the  first  quarter  of  1973:  Sales,  at 
more  than  double  those  for  the  first  quarter  of  1972,  out- 
did redemptions  by  four  to  one.  This  at  a  time  when  many 
of  the  nation's  big  mutual  funds  are  slowly  bleeding  to 
death  from  redemptions. 

Mind  you,  the  35-year-old  Chemical  Fund  ("an  invest- 
ment in  interrelated  sciences")  is  no  haven  for  hot  money. 
In  fact,  it  recently  turned  down  an  offer  of  $6  million  that 
would  be  with  the  fund  only  six  months.  Nor  does  Chemi- 
cal itself  go  in  for  portfolio-churning.  The  average  holding 
period  for  its  25  largest  positions  is  over  15  years. 

Chemical's  performance  has  been  both  good  and  con- 
sistent. The  Forbes  Annual  Mutual  Fund  Survey  has 
typically  rated  Chemical  Fund  A  in  rising  markets— which, 
of  course,  many  funds  can  match.  But  most  of  them  pay 
for  it  by  a  dismal  rating  in  down  markets,  whereas 
Chemical  has  come  through  again  and  again  with  a  solid 
B,  giving  it  an  almost  unheard-of  combination. 

What's  going  on  here? 

Chemical's  President  Bobert  C.  Porter,  61,  protests  that 
the  fund  has  not  deviated  from  its  basic  investing  princi- 
ples in  all  its  35  years.  "It's  not  that  we  don't  try  a  few 
different  ideas  once  in  a  while,"  he  says,  "but  the  im- 
portant things  just  don't  change.  We  haven't  gone  for 
fads,  and  now  we  are  reaping  the  benefit  of  a  relatively 
conservative  but  consistent  policy. 

"We  did  not  try  to  promise  the  moon  every  year.  We 
were  down  in  11  of  the  past  35  years,  so  our  fund- 
holders  don't  expect  an  uptick  eveiy  year.  We  sell  what 
we  have,  and  we  don't  overpromise." 

There  is  the  possibly  apocryphal  stoiy  about  the  rich 
man  who  was  asked  why  he  didn't  sell  some  of  his 
family's  stock  now  that  it  was  selling  at  a  high  price.  "Why 
sell,"  he  is  supposed  to  have  replied,  "when  you  already 
have  a  good  thing?"  Instinctively,  Chemical  has  a  similar 
attitude.  Perhaps  it  traces  to  Chemical's  founder,  the  late 
Ferdinand  Eberstadt,  one  of  Wall  Street's  greats,  a  man 
who  built  a  fortune  in  Wall  Street  at  a  time  when  many 
competitors  were  throwing  themselves  out  of  windows. 
Listen  to  Porter,  a  man  who  trained  under  Eberstadt: 

"Our  record  over  the  years  was  built  by  buying  companies, 
some  small,  before  they  were  fully  recognized.  We  first 
bought  Xerox  in  1953.  We  bought  Merck  in  1941  and 
have  owned  it  consistently  ever  since.  We  were  the  first 
institutional  buyers  of  International  Flavors  &  Fragrances 
in  1962." 

Three  companies- du  Pont,  Eastman  Kodak  (the  fund's 
largest  position  at  present)  and  Procter  &  Gamble— have 
been  held  since  the  fund  began  in  1938.  But  one  company 
it  no  longer  holds  is  Polaroid.  "We  owned  it  for  many 
years,  and  we  still  think  it  is  an  interesting  stock,  but  the 
potential  earnings  on  this  new  camera  are  very  seriously 
discounted  in  the  market.  Mr.  Land  has  a  lot  of  believers," 
says  Porter,  referring  to  Polaroid's  recent  price/ earnings 
multiple  of  over  100. 

An  individual  holding  is  rarely  over  5%  or  6%  of  total 
fund  assets,  although  Xerox  got  up  to  15%  at  one  time. 
(It  is  now  about  335.)  The  top  15  stocks  are  some  40%  of 
assets;  the  biggest  positions  today  are  in  Eastman  Kodak, 
Johnson  &  Johnson,  Merck  and  Warner-Lambert. 


Porter  of  Chemical  Fund 


All  these  major  holdings  illustrate  one  or  more  of 
Chemical's  "five  golden  rules  of  investing": 

•  Besearch.  Chemical  estimates  that  the  companies  it 
holds  account  for  over  30%  of  all  U.S.  research  spending 
by  private  industry.  Its  portfolio  companies  spend  5.3%  of 
each  sales  dollar  on  research,  compared  with  the  1.3%  of  all 
other  manufacturing  companies. 

•  Low  direct  labor  costs.  Chemical's  companies  boast  a 
9%  production  labor  cost,  compared  with  15.5%  for  all 
other  manufacturing  companies. 

•  Products.  Chemical  looks  for  producers  of  specialty 
items  with  growing  demand,  consumer  products  unaffected 
by  cyclical  fluctuations  or  natural  resources  in  increasing 
demand. 

•  Earnings.  A  major  portion  should  be  retained  to  fi- 
nance research  and  future  growth. 

•  Management.  Chemical  Fund  wants  management 
to  be  topnotch,  not  merely  good. 

But  those  sky-high  P/E  ratios?  Don't  they  worry  Chem- 
ical's money  managers?  Porter  confesses  to  some  concern: 
"One  of  the  greatest  difficulties  with  the  stock  market 
today  is  the  large  number  of  institutional  investors  who 
are  almost  trigger-happy.  The  minute  they  get  a  piece  of 
information  they  race  to  the  trading  room  to  dump  the 
stock.  There  has  to  be  some  limit  to  this.  They  are  searing 
the  small  investor  away. 

"There  is  too  much  emphasis  on  performance;  everyone 
is  afraid  he  will  be  caught  with  a  dud.  There  is  so  much 
emphasis  on  established  quality  and  so  much  fear  of  any- 
thing that  isn't  doing  well.  I  have  heard  those  favored 
stocks  referred  to  as  the  50  Vestal  Virgins.  It  is  simpK 
that  kind  of  market. 

"We  have  an  investment  banking  side  m  the  firm,  and 
we  have  underwritten  some  quality  companies  selling  at 
a  P/E  of  5  or  6.  They  are  a  good  value,  but  no  one  is 
interested." 

Fortunately,  however,  the  customers  seem  to  continue 
to  be  interested  in  Chemical  Fund. 
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301  Reasons 
for  reading 

Intellectual  Digest. 


Our  editors  have  more  courage  than  most. 
Every  month  they  tackle  300  different  magazines  to 
find  you  the  best  new  ideas  for  improving  the 
quality  of  your  life.  Result?  Excerpts  and  complete 
reprints  of  the  most  informative  and  provocative 
articles  from  34  journals  of  opinion,  27  magazines 
of  the  arts,  136  scientific  journals,  36  literary 
magazines  and  67  social  science  publications. 

Some  of  the  magazines  you've  heard  of:  Saturday 
Review,  The  New  Yorker,  Commonweal, 
Commentary,  National  Review,  Fortune,  Foreign 
Affairs,  Nation. 

Others  are  more  esoteric— and  practically 
impossible  to  find  at  the  newsstand:  American 
Psychologist,  Orbis,  The  Journal  of  Marriage  and 
the  Family,  The  Yale  Review,  Change,  Horizon, 
Bulletin  of  the  Atomic 
Scientists,  Performance,  The 
Listener,  The  Humanist, 
Forum  on  Sport  and 
Society. 

Every  issue  of 
Intellectual  Digest 
sparkles 
with 


intriguing  concepts  from  people  like  Arthur 
Koestler,  Susan  Sontag,  John  Hersey,  Marya 
Mannes,  the  Blivens,  Ralph  Nader,  Fletcher  Knebel, 
Isaac  Bashevis  Singer,  Robert  Coles,  Martin 
Duberman,  Henry  Drey  fuss,  W.  Clement  Stone. 
W.  Clement  Stone?  Right.  Intellectual  Digest 
believes  that  sound  ideas  for  solving  society's 
problems  can  come  from  the  left,  the  right,  the 
political  center,  the  artist's  studio,  the  classroom, 
the  battlefield,  the  executive  suite,  the  kitchen,  the 
laboratory,  the  factory,  the  streets.  Any  place  you 
find  people  with  minds  and  the  guts  to  use  them. 

I.D.  doesn't  give  you  any  fast  answers.  No 
step-by-step  instructions  for  ending  the  drug  traffic 
in  your  schools,  coping  with  meat  prices,  preventing 
pollution  or  getting  rid  of  the  crooks  in  city  hall. 
No  slick  solutions.  No  pink  plastic  panaceas. 

All  we  do  is  bring  you  the  widest  possible  range 
of  ideas  from  the  world's  most  astute  thinkers. 
Beautifully  written,  meticulously  edited, 
perceptively  illustrated.  So  you  can  make  up  your 
own  mind,  find  the  answers  for  yourself. 
FIRST  ISSUE  FREE,  SAVE  40%  ON  A 
SPECIAL  INTRODUCTORY  OFFER. 

Inspiration  from  300  magazines  should 
be  enough  reason  for  reading 

Intellectual  Digest.  But  here's  one 
more,  gratis:  if  you  mail 
the  coupon  below  today, 
you  may  have  your  first 
issue  absolutely  free,  at 
no  risk  or  obligation. 
Then  if  you  like  it,  you 
subscribe  at  Special 
Introductory  Savings 
of  40  per  cent. 
Use  the  coupon 
below  to  get  your 
first  issue  at  no 
risk,  commitment 
or  obligation. 
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INTELLECTUAL  DIGEST 

P.O.  Box  2986 

Boulder,  Colorado  ^0302 

Please  send  my  complimentary  copy 

of  Intellectual  Digest.  If  I  like  it,  bill 

me  $6  for  a  year's  subscription   (11 

additional  issues) — a  saving  of  40% 

less  than  the  regular  subscription  rate 

of  $10.  If  I  don't  like  it,  I  just  write 

"cancel"  across  the  bill  and  that's  the 

end  of  it.  The  free  issue  is  mine  to 

keep  anyway. 

□  $6  enclosed       D  Bill  me 

Name 

Address 

City 


n 


Zip_ 


IAdd  50$  for  Canada  and  $2  for  Foreign.  (Cash    l 
only.) 

For  new  subscribers  only. 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

April  5,  1973 


1,882,300  Shares 


Aluminum  Company  of  America 


Common  Stock 

(  Par  Value  J1.00  Per  Share) 


The  above  shares  of  Common  Stock  are  presently  outstanding  shares  and  are 

being  sold  by  certain  shareholders  of  the  Company,  and  no  part  of  the 

proceeds  from  such  sale  will  be  received  by  the  Company. 


Price  $52  per  share 


Copies  of  the  Prospectus  may  be  obtained  jrom  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  Stales  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 
Dillon,  Read  &  Co.  Inc.    Kuhn,  Loeb  &  Co.    Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Coldman,  Sachs  &  Co. 


Drexel  Burnham  &  Co. 

Incorporated 


duPont  Glore  Forgan 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 


Hornblower  &  Weeks- Hemphill,  Noyes      Kidder,  Peabody  &  Co.      Lazard  Freres  &  Co. 

Incorporated  Incorporated 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Salomon  Brothers        Smith,  Barney  &  Co.        Stone  &  Webster  Securities  Corporation 

Incorporated 

White.Weld&Co. 

Incorporated 


Wertheim  &  Co.,  Inc. 


Dean  Witter  &  Co. 

Incorporated 

Shearson,  Hammill  &  Co. 

Incorporated 


E.  F.  Hutton  &  Company  Inc. 


Reynolds  Securities  Inc. 
Moore,  Leonard  &  Lynch, 

Incorporated 


Hey,  Compton 

Among  the  largest  companies  on  your  client 
list  (or  their  parent  companies),  three  times 
as  many  corporate  officers  read  FORBES  reg- 
ularly as  read  NEWSWEEK. 


Source:  Erdos  ond  Morgan,  Inc.  8/71. 
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Out  on  a  (Golden)  Limb 

When  Forbes  first  spied  James 
Whelpley  just  over  a  year  ago,  the 
portfolio  manager  of  San  Francisco's 
ISI^Trust  Fund  was  perched  at  the 
far  end  of  a  golden  limb.  With  free 
market  gold  at  a  sober  $44  per  ounce, 
Whelpley  had  put  5%  of  the  fund's 
•8500-million  assets  into  gold  stocks. 

Whelpley  was  betting  that  the 
world's  gold  bugs  would  drive  up  the 
price  of  gold  as  inflation  weakened 
the  dollar.  Not  that  they  should  but 
that  they  would. 

"Gold  backing  for  money  is  dumb," 
he  said  then.  "It's  just  a  metal  dug 
out  of  the  ground.  But  people  trust 
gold  more  than  they  do  the  dollar." 

Beginning  in  1970  Whelpley  had 
bought  large  amounts  of  Homestake, 
Dome  Mines,  Campbell  Red  Lake 
and  a  handful  of  South  African  Amer- 
ican Depository  Receipts.  For  those 
investments  to  pay  off  big,  the  price 
of  gold  would  have  to  skyrocket— un- 
likely if  U.S.  inflation  were  curbed 
and  the  dollar  stabilized. 

As  the  vulnerable  U.S.  dollar  began 
to  falter  in  the  spring  of  1972,  gold 
speculators  cut  loose  and  so  did  the 
price  of  Whelpley's  stocks.  With  the 
London  gold  price  soaring  from  48  to 
90  per  ounce,  Homestake  went  from 
23  to  37;  Dome  from  66  to  83. 

We  remembered  Whelpley's  golden 
prescience  and  called  him  up  last 
month  to  hear  him  gloat.  After  all, 
at  current  prices  ISI  shows  a  $24-million 
profit  on  a  $43-million  investment. 

But  Whelpley  and  ISI  Corp.'s  pres- 
ident, Warren  Van  Genderen,  weren't 
gloating.  Said  Whelpley.  "We  were 
wrong  from  1970  until  mid- 1972.  At 
the  moment  were  right,  but  il  gold 
declines  again,  we  could  look  as  il 
we'd  been  wrong  all  along." 

Van  Genderen  adds:  "We  hen 
Phase  2  controls  could  be  reinstated 
in  a  week  or  so.  That  could  deflate 
inflation  and  the  price  of  gold."  Noting 
his  fund's  D  ratings  in  Forbes'  1972 
Mutual  Fund  Survey,  he  goes  on: 
"Judge  us  on  long-term  performance, 

not  short-term  heroics." 

Is  ISI  cashing  in  on  its  gold 
stocks?  Not  yet.  It  thinks  then  prices 
will  continue  to  rise. 

But  Van  Genderen  could  change  his 
mind  quickly.  "A  lot  of  analysts  look 

at    gold   difleiciilK    Iroin  other  seeiui 
ties,  as  if  there  were  some  mysticism 
attached  to  it.  Not  us.  We  just  foil 
there  was  a  good  play  iii  gold  stocks, 

much  as  we'd  DUJ  petroleum  sli.ues 
if  we  thought  it  was  a  hot  group."   ■ 
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*Tm  bullish  on  America,  all  right. 

But  what  are  some  safer  ways  to  take 

advantage  of  the  growth?" 


IN  recent  months,  a  good 
many    stocks    have    per- 
formed    like     vaudeville 
amateurs.    But    Pat    Farley, 
president  of  his  own  com- 
puter consulting  firm,  still 
has  faith  in  the  stock  market. 
"Of  course  you  have  to 
be  careful  with  capital,"  he 
says.  "If  you  lose  it,  you  can  lose  a 
lot  of  your  dreams  for  the  future, 


"In  my  opinion,  the  country  is  in  a  much  better  economic  position  than 
it  was,  say,  a  year  ago,"  says  Pat  Farley.  He  is  president  of  Management  & 
Systems  Resources,  Inc.,  New  York  computer  consultants. 


too.  But  the  economy  looks  pretty 


Pat  Farley— people  who  are  bullish 
on  America,  but  who  don't  want 
to  take  big  risks. 

All  of  these  stocks  currently 
yield  5  percent  or  more  in  divi- 
dends. That  alone  could  help  pro- 
tect you  against  inflation.  But  we 
also  think  these  stocks  offer  a  good 
possibility  of  capital  gains.  (We 
project  1973  earnings  growth  of  10 
percent  for  all  of  them.) 

Mr.  Farley  believes  the  right 

„  stocks  could  go  a  long  way  toward 

healthy  to  me.  With  good  invest-      u  i  •      u-  u  u         •„, 

j  n  „  helping  him  reach  his  primary  in- 

vestment goals:  enough  money  to 
assure  his  children's  education  and 


"Sometimes  the  stock  market  isn't  strong 
even  when  the  economy  indicates  it  should 
be.  But  there  are  always  some  good  bargains 
to  be  found." 


ments,  you  can  do  pretty  well 

The  problem  is  finding  solid 
investments  in  today's  uncertain 
climate.  Merrill  Lynch  can  help. 

5%  yield  plus  potential  growth. 

We've  put  together  a  list  of  stock 
recommendations  for  people  like 


a  comfortable  retirement  income. 

"I  think  there  are  some  real  bar- 
gains to  be  found  in  stocks  today," 
Mr.  Farley  says.  "I'm  ready  to  go 
back  into  the  market." 


Free  kit  for 
uncertain  investors. 

Merrill   Lynch  has  put  to- 
gether a  kit  called  "Sensible 
Suggestions   for   Uncertain 
Investors." 

In  it,  you'll  find  the  rec- 
ommendations   we've    just 
mentioned  —  high-quality 
stocks  currently  yielding  five  per- 
cent plus  a  good  possibility  of  cap- 
ital gains.  Also: 

•  An  outlook  on  the  stock 
market.  It  explains  why  we  think 
the  long-term  trend  in  the  market 
remains  strong. 

•  An  overview  of  the  economy 
telling  why  we  believe  that  cor- 
porate profits 
will  rise.  (You 
may  find  some 
pleasant  sur- 
prises here.) 

•  A  report  on 
how  long-term 
investing  could  act  as  a  hedge 
against  inflation  while  providing 
you  with  dividend  income. 

It's  yours  free.  Just  ask  at  any 
Merrill  Lynch  office. 


ManiU  VymcM» 


for 
Uncertain  lnveafeorm 


Merrill  Lynch: 
29  ways  to  help  you  share  in  America's  growth, 


""Copyright  197  3  Merrill  Lynch,  Pierce,  Fenner  &  Smith  InC 
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What  yorfve 
been  missing  in 

Atlantic: 


Ross  Terrill  on  the  New  China 
Larry  L.  King  on  the  Baltimore  Colts 
Stewart  Alsop  on  Nixon's  Square  Majority 
Bernard Malamud:  God's  Wrath,  a  story 


Nov.  71 -Jan. '72 
Jan.  72 
Feb.  72 
Feb.  72 


A  nne  Sexton:  The  Letting  Down  of  the  Hair,  a  story  Mar.  72 

Calvin  Trillin  on  Meeting  Khrushchev  Mar.  72 

Harry  McPherson  on  Ghostwriting  for  Presidents  Apr.  72 

Michael  J.  Arlen  on  the  New  Journalism,  if  any  May  72 

V.S.  Pritchett  on  Anthony  Trollope  May  72 

George  Ball's  secret  1 964  memo  on  Vietnam  July  72 

A  lix  Kates  Shulman  on  the  '50s  War  in  the  Back  Seat  July  72 


'Adam  Smith'  on  the  Last  Days  of 

Cowboy  Capitalism  Sept.  72 

W.H.  A  uden:  Three  Poems  Sept.  72 

A  Ifred  Kazin  on  Solzhenitsyn  and  Dissent  in  Russia  Oct.  72 

Diane  A  rbus:  A  Photographic  Portfolio  Oct.  72 

Malcolm  Cowley  on  the  Lucky  Generation  Dec.  72 

Jessica  Mitford  on  Prisoners  as  G  uinea  Pigs  Jan.  73 

James  Dickey:  Reunioning  Dialogue,  a  poem  Jan.  73 

Gavin  Lambert  on  the  Making  of  Gone  with  the  Wind  Feb.  73 

Joyce  Carol  Oates:  The  Case  of  Bobby  G. ,  a  story  Feb.  73 

Godfrey  Hodgson:  Do  Schools  Make  a  Difference?  Mar.  73 


Reviews  and  comment  by  Wilfrid  Sheed,  Edward  Weeks,  Mark  Schorer,  Louis  Kronenberger, 
Richard  Gilman,  Joyce  Carol  Oates,  L.E.  Sissman,  Justin  Kaplan,  Dan  Wakefield,  William  Abrahams, 
Robert  Evett,  Frank  Kermode,  John  Updike,  Peter  Davison,  Phoebe  Adams,  John  Leonard,  Richard  Todd. 

Last  chance  to  save  on  The  Atlantic: 

On  May  3 1 ,  higher  postal  rates  and  printing  costs  will  compel  us  to  raise  the  Atlantic's  subscription 
price  to  $11. 50  a  year. 

For  the  last  time,  we're  offering  you  a  trial  subscription  at  half  the  old  subscription  price  —  8  months 
for  $3.50.  Please  mail  this  coupon  right  away. 


Atlantic 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production} 

•  What  Volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales} 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt} 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  0.  Hooper 


The  Truth 
About  Inflation 


The  stock  market  has  rallied  from 
a  climax  of  pessimism.  The  questions 
now  are,  how  much  recovery,  and  in 
what  areas?  Just  as  the  decline  went 
further  than  expected,  the  snapback 
recovery  is  likely  to  be  greater  than 
most  people  think  possible.  This  un- 
certain environment  creates  extremes 
in  psychology.  That's  why  I  have 
been  saying  that  the  arc  of  fluctua- 
tion in  the  Dow  Jones  industrials  (or 
in  any  similar  index)  in  1973  is  likely 
to  be  unusually  wide.  Sentiment  about 
stocks  this  year,  I  feel,  is  likely  to 
blow  hot  and  cold.  Sometimes  very 
hot,  and  sometimes  very  cold. 

The  second  devaluation  of  the  dol- 
lar in  14  weeks,  I  am  sure,  caused 
everyone  to  be  suddenly  more  infla- 
tion-conscious. That,  in  itself,  has 
temporarily  speeded  up  the  rate  of 
decline  in  the  purchasing  power  of 
the  dollar.   It  has  caused  people  to 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


think  in  greater  extremes.  When  peo- 
ple suddenly  begin  to  think  in  ex- 
tremes, they  overdo  it.  I  shall  be 
surprised  if  the  real  rate  of  dollar 
deterioration  this  year  averages  out  as 
high  as  the  6%  or  more  recently  as- 
sumed, or  is  as  high  as  the  dollar 
deterioration  in  the  March  quarter. 
We  will  still  have  too  much  inflation, 
and  public  sentiment  will  make  us 
"do  something  about  it."  But  the 
remedies  won't  be  as  extreme  as  some 
people  have  been  predicting. 

In  saying  this,  I  am  completely 
aware  that  I  am  expressing  what 
might  be  called  "a  gut  opinion."  But 
I  think  that  one  has  to  operate  that 
way  just  now.  We  are  sailing  an  un- 
charted sea  in  which  the  navigators 
are  sufficiently  confused  as  to  make 
them  plot  a  provisional  rather  than 
a  fixed  course.  All  of  their  actions  are 
pragmatic,  and  subject  to  change.  No 
one  has  the  nerve  to  deal  with  the 
causes    of    inflation;    that's    too    un- 


pleasant and  too  unpopular.  So  we  no 
doubt  will  continue  to  treat  symptoms. 
Treating  symptoms  at  times  may  make 
the  patient  feel  better  (or  worse), 
but  the  infection  will  continue  till  it 
burns  itself  out.  All  this  is  not  a 
weasel-words  diagnosis  of  the  situa- 
tion, it  simply  is  telling  it  as  it  is. 

We  Americans  have  discovered 
what  wonderful  things  can  be  done 
with  newly  created  borrowed  money 
to  increase  the  standard  of  living  and 
to  do  everything  else  we  want  to  do. 
It  has  been  easy  because  we  have 
usually  paid  off  much  less  than  we 
have  borrowed,  and  when  we  have 
paid  off  debt  and  serviced  debt  we 
have  always  done  it  with  dollars  car- 
rying a  smaller  purchasing  power  than 
those  we  have  borrowed,  and  with 
dollars  which  were  easier  to  get. 

There  has  never  been  a  time,  ex- 
cept during  the  Great  Depression, 
when  we  have  not  been  cheapening 
the  dollar  by  creating  more  dollars. 
But  sometimes  the  cheapening  process 
has  moved  faster  than  at  other  times. 
Lately  it  has  been  fast  enough  to 
make  people  very  conscious  of  it. 

Let's  be  frank  about  all  this.  It  has 
been  pleasant.  We  do  have  a  way  to 
stop  it.  To  do  so  we  must  stop  creat- 
ing money  through  the  borrowing 
process.  We  must  stop  going  into 
debt,  and  that  goes  for  individuals 
and  families  just  as  much  as  for  the 
municipal,  state  and  federal  govern- 
ments. It  follows  that  we  must  be 
content  to   do  without  lots   and  lots 
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You  don't  have  to  give  up 
control  of  your  portfolio  and 
pay  a  percentage  fee  to  get 
competent  investment  counsel 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
dends— to  someone  to  manage  and  trade  at  his  discretion  on  a  per- 
centage fee  basis,  consider  the  alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel 
and  keep  complete  control  over  your  portfolio.  You  will  issue  buy  and 
sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be 
much  less  than  you  expect. 

The  Babson  organization's  68  years'  experience,  independent  re- 
search department,  modern  in-house  computer  plus  individual  atten- 
tion to  your  portfolio,  assure  you  of  unbiased,  professional  investment 
counsel  precisely  suited  to  your  particular  investment  aims  and 
needs.  Mail  this  coupon  for  complete  details. 

dffftfc   babson's  reports  inc. 


Investment  Management  Division  Deot.  f-958 

Wellesley  Hills,  Mass.  02181 
Founded  in  1904  by  Roger  W.  Babson 

Please  send  information  on  Babson's  Investment  Appraisal   and   Review  Counseling  Service. 
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OIL  STOCKS 

and  the  growing 

FUEL  FAMINE 

New  research  findings  point  to  a  strikingly  interesting— but  highly  selective 
—situation  now  developing  in  the  oil  industry. 

In  contrast  to  the  outlook  for  a  number  of  the  Oil  Stocks,  we  believe  one 
group  of  these  stocks  can  benefit  substantially. 

You  are  therefore  invited  to  send  for  a  detailed  Advisory  Report  being  re- 
leased this  week.  Besides  giving  you  the  carefully  researched  facts,  this  Re- 
port appraises  reward/risk  factors  and  delineates  which  of  the  following  Oil 
Stocks  are  recommended  for  especially  strong  growth  prospects: 
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To  receive  the  Oil  Stock  Advisory  Report  and  the  next  four  weekly  releases 
of  regular  service  to  examine  in  privacy  (no  salesman  will  call) -mail  $5, 
together  with  your  name  and  address  on  the  coupon  below. 
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Send  $5  to  Dept.  921 

Research  Institute  Investors  Service 

Research  Institute  Building,  589  Fifth  Ave.,  New  York,  N.  Y.  10017 

Reports  confidential  to  subscribers.  Subscriptions  not  transferable. 


of  things  we  want,  that  business  and 
earnings  will  decline,  and  that  there 
will  be  much  unemployment. 

So  far  as  price  ceilings  are  con- 
cerned, they  attack  symptoms  rather 
than  causes;  and  they  won't  work 
except  temporarily.  To  quote  Marx, 
they  are  opium  for  the  people.  If  I 
read  the  papers  right,  and  listen  to 
politicians,  the  people  now  are  de- 
manding opium  rather  than  a  cure. 
And,  if  I  can  be  brutally  frank,  I  am 
sure  there  is  no  demand  whatever 
for  the  unpleasant  cure. 

Going  a  step  further,  if  we  started 
to  set  up  a  cure  the  whole  move- 
ment would  be  abortive.  As  soon  as 
it  began  to  work,  the  public  would 
demand  that  the  whole  process  be 
reversed— and  we  would  create  money 
with  debt  faster  than  ever.  I  don't 
think  the  intelligentsia  in  Washington 
does  not  know  these  facts  of  life.  So 
quite  logically  public  men  fumble 
along,  improvising  as  they  go. 

So  we  who  write  about  the  stock 
market  have  to  fumble  along  too, 
hoping  that  the  improvising  will  do 
nothing  worse  than  make  the  market 
at  times  blow  very  hot,  and  at  times 
very  cold.  Right  now,  I  for  one  think 
the  trend  is  likely  to  be  up  for  a 
while.  But  I  find  great  difficulty  in 
guessing  how  long,  how  far,  or  how 
to  implement  it.  My  guess  is  that  the 
DJI  will  snap  back  to  well  over  1000 
before  it  goes  down  seriously  again— 
perhaps  to  1050  or  even  higher.  The 
trouble  with  such  an  expectation  is 
that  many  individual  stocks  may  not 
do  as  well  as  the  Dow. 

One  thing  stands  out.  No  one 
seems  to  be  at  all  interested  in  buy- 
ing those  stocks  which  I  call  the 
"fallen  angels."  This  includes  the  land 
development  shares,  the  mobile  home 
issues,  most  of  the  junior  computer 
issues  formerly  regarded  as  emerging 
growth  companies,  the  conglomerates, 
and  hundreds  of  low-priced  stocks 
traded  on  the  American  Stock  Ex- 
change and  over-the-counter. 

Bargain  Insurance  Issues 

I  suspect  that  many  of  these  former- 
ly high  multiple  issues  are  doomed 
for  a  considerable  period  to  sell  at 
only  a  conventional  price/ earnings  ra- 
tio or  less.  That  hurts  my  pride,  since 
some  of  them  had  been  my  favorites. 

I  am  convinced  thai  the  shares  ol 
the  largest  and  oldest  life  insurance 

companies  are  on  the  bargain  counter 

because  of  the  fall-out  from  the  Equi- 
ty Funding   incident.   As   this   is   unl 

ten,  such  high-grade  issues  as  Trav- 
elers (33),  Lincoln  National  (33) 
and  INA  Corp.  (40)  are  selling  at 
only  about  10  times  last  year's 
earnings,  something  almost  unheard 
ol  in  recent  years. 
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Studebaker-Worthington  ( 44 )  has 
been  doing  a  better  job  than  most 
conglomerates.  On  a  fully  diluted  ba- 
sis, it  earned  $5.44  a  share  last  year. 
One  of  the  things  I  like  about  it  is 
the  reduction  in  share  capital  caused 
by  buying  in  outstanding  shares.  As- 
suming all  the  preferred  converted  into 
common,  there  would  have  been  only 
5.3  million  shares  issued  at  the  end 
of  1972  against  6.4  million  shares  at 
the  end  of  1971.  This  means  that  each 
share  is  now  a  larger  fraction  of  own- 
ership in  the  corporation.  This  is  a 
refreshing  thing.  In  late  years  the 
trend  in  most  corporations  has  been 
toward  smaller  and  smaller  shares 
(fractions  of  ownership)  because  of 
splits,  stock  dividends  and  sale  of  ad- 
ditional shares.  Apparently  the  infla- 
tion of  capitalization  is  being  arrested 
in  the  case  of  many  other  companies 
which  are  buying  in  their  own  shares. 

As  this  is  written,  President  Nixon's 
message,  or  White  Paper,  on  the  en- 
ergy crisis  is  not  yet  available.  Some- 
thing has  to  be  done  to  increase  the 
supply  of  oil,  gas,  coal  and  uranium 
or  we  face  unpleasantness  about  the 
availability  of  electric  power,  house 
heating  fuel  and  gasoline,  as  well  as 
kerosene  for  jet  planes. 

Readers  will  recall  my  statement 
made  last  July,  when  prices  were 
much  lower,  that  the  international  oils 
were  investments,  not  speculations. 
Exxon  (97)  has  just  sold  at  the  high- 
est price  in  the  history  of  the  compa- 
ny. I  like  all  the  big  oils,  and  I  think 
some  of  the  development  companies 
like  Bow  Valley  Industries  (33)  and 
Mitchell  Energy  (27)  are  interesting 
speculations.  Due  to  legal  difficulties 
created  by  well-meaning  but  danger- 
ous environmentalists,  it  probably  will 
be  next  spring  before  we  begin  to 
build  the  inevitable  Alaska  pipeline. 
The  pipeline  construction  companies, 
of  which  Alaska  Interstate  (32)  is 
one,  will  begin  to  benefit  from  this 
two  or  three  years  ahead  of  companies 
like  Standard  Oil  of  Ohio  and  At- 
lantic Richfield. 

Fertilizer  benefits  already  being  felt 
in  the.  sulphur  industry  are  an  addi- 
tional v- reason  to  buy  and  keep  Free- 
port  Minerals  (24)  and  Texasgulf 
( 24 ) ,  two  of  the  great  emerging  non- 
ferrous  metal  companies.  ...  It  may 
be  a  time  before  people  realize  it, 
but  some  of  the  fast-foods  stocks  like 
McDonald's  (66)  are  selling  at  a 
price  that  makes  the  appraised  value 
of  each  hamburger  stand  nothing  short 
of  fantastic.  This  is  like  attacking 
motherhood  in  a  land  where  the  ham- 
burger is  almost  as  much  of  a  nation- 
al symbol  as  is  the  flag.  .  .  .  Good  as 
first-quarter  earnings  reports  for  the 
motors  and  the  steels  are,  the  second 
quarter  should  be  just  as  good.  ■ 
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Why  Holt  now  pinpoints  21 

CONVERTIBLE  BONDS 
AT  DEEP  DISCOUNTS 

...  as  much  as  45%  below  face  value 

Back  in  the  late  1960's— when  convertible  bonds  were  being  widely  trumpeted  as  the 
ideal  "can't  miss"  investment  vehicle,  T.  J.  Holt  emphatically  recommended  staying 
far  away  from  most  of  these  issues. 

Today,  however,  the  situation  is  much  different.  In  a  comprehensive  Special  Report 
on  Convertible  Bonds,  Holt  presents: 

►  The  3  factors  you  should  require  in  ANY  convertible  bonds  you  consider. 

►  A  step-by-step  guide  to  investing  in  convertibles. 

►  A  non-technical  explanation  of  the  terms  and  methods  used  in  evaluating  con- 
vertibles. 

►  A  special  tabular  section  pinpointing  21  selected  convertibles  recently  priced  at 
deep  discounts  from  face  value— as  much  as  45%  off. 

If  you  have  any  interest  in  convertible  bonds— and  are  seeking  unusual  situations— 
you  are  invited  to  receive  this  Special  Report  as  a  bonus  with  a  2-month  subscription 
to  The  Holt  Investment  Advisory  for  only  $10  (regular  rate  $20).  Use  the  coupon 
today. 


T.  J.  Holt  &  Company,  Inc. 

277  Park  Avenue,  New  York,  N.  Y.  10017 


A 


□  Please  send  me  Special  Report  on  Convertible  Bonds,  as  a  bonus  with  any  2- 
month  subscription  to  The  Holt  Investment  Advisory.  My  $10  is  enclosed. 

□  Send  me  without  charge  your  24-page  brochure  on  Strategic  Money  Management 
for  accounts  of  $10,000  or  more. 

Name  . 

Address 

City State   

Your  subscription  may  not  be  assigned  without  your  consent 
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INVESTIGATE  THE 

T.ROWE  PRICE 


Established 
1950 


GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 

Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 
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Stock 
Analysis 


Profits  At  A  Peak 


By  Heinz  H.  Biel 


It  had  been  expected  that  first-quar- 
ter profits  would  be  very  good.  Ac- 
tually, as  the  interim  reports  now  be- 
ing published  show,  they  were  even 
better  than  that.  In  a  great  many  in- 
stances, they  were  superb. 

Wall  Street,  while  not  entirely  ig- 
noring the  good  news,  has  maintained 
a  so-what  attitude.  It  must  be  frus- 
trating for  corporate  management  to 
see  its  efforts  being  rewarded  by  find- 
ing its  company's  stock  on  the  list  of 
new  lows.  No  wonder  so  many  corpo- 
rations decide  to  buy  back  their  own 
shares.  What  they  don't  seem  to  real- 
ize is  that  stocks  of  other  companies 
are  equally  depressed  and  may  even 
be  cheaper  than  their  own.  So  far 
these  stock  repurchase  programs 
have  not  had  much  effect  on  the 
price  of  the  shares. 

Profit  comparisons  with  a  year  ago 
will  remain  highly  favorable,  at  least 
through  the  second  quarter,  unless 
the  Administration  once  again  resorts 
to  strict  price  controls  and  similar 
measures  as  a  brake  on  inflation.  This, 
of  course,  would  be  nothing  but  treat- 
ing the  symptoms  rather  than  the 
causes  of  inflation.  Let's  hope  that 
the  President  has  the  fortitude  to  re- 
sist the  pressures  to  do  something  that 
in  the  long  run  is  likely  to  do  more 
harm  than  good. 

In  the  past,  whenever  a  group  of 
analysts  got  together  to  talk  shop, 
they  swapped  earnings  estimates  on 
the  various  companies  in  which  they 
are  interested.  Nowadays,  even  the 
most  favorable  projections  are  greet- 
ed with  a  yawn.  With  so  many  good 
stocks  already  selling  at  well  under  10 
times  earnings,  it  really  doesn't  seem 
to  matter  a  great  deal  whether  you 
up  the  earnings  estimate  by  a  dime 
or  a  quarter.  The  market  is  not  re- 
sponsive except  when  earnings  are 
lower,  in  which  case  all  hell  breaks 
loose,  as  we  saw  in  the  case  of  West- 
inghouse  Electric. 

Investors,  institutions  as  well  as  in- 
dividuals, are  infatuated  with  growth. 
They  are  willing  to  pay  almost  any 
price  for  the  combination  of  quality 
plus  growth— like  the  pharmaceutical, 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


office  equipment,  photography  and 
soft  drink  stocks,  or  such  unique  com- 
panies as  Avon,  International  Flavors 
or  MGIC.  We  have  lived  through 
times  when  the  growth-stock  cult  be- 
came a  speculative  mania,  and  the 
consequences  were  very  painful;  just 
remember  Levitz  or  the  mobile  home 
stocks,  for  example.  These  stocks  had 
been  selling  at  outlandish  multiples 
as  recently  as  last  year,  and  look 
where  they  are  now. 

Some  months  ago  (Forbes,  Aug. 
15,  1972)  I  commented  on  Republic 
National  Bank  of  New  York,  which 
in  the  brief  period  of  its  existence— it 
started  in  business  in  1966— had  com- 
piled an  impressive  record  of  steady 
progress.  This  progress  is  continuing, 
but  due  to  general  market  conditions 
and,  perhaps,  also  due  to  the  fact  that 
RNB  is  not  very  well  known  nor  fully 
"seasoned,"  the  price  of  the  stock  de- 
clined from  54  in  1972  to  the  low  30s 
last  month.  At  the  current  price  of 
around  36,  the  stock  sells  at  only  10 
times  last  year's  earnings  of  $3.61  a 
share,  and  at  an  even  lower  multiple 
on  the  basis  of  1973's  profits,  which 
should  be  comfortably  above  $4. 

No  corporation,  especially  a  bank, 
can  acquire  an  image  of  stability  and 
respectability  in  six  short  years.  The 
record,  therefore,  must  speak  for  it- 
self (see  below).  It  should  be  noted 
that  Republic  National  Bank  of  N.Y. 
is  controlled  by  foreign  interests.  The 
Trade  Development  Bank  of  Geneva 
(total  assets:  over  $1.5  billion)  owns 
55%  of  RNB's  2,253,000  shares  and 
is  in  turn  controlled  by  Edmund  J. 
Safra,  an  eminently  successful  inter- 
national financier.  RNB  undoubtedly 
has  benefited  greatly  from  this  close 
association  with  foreign  interests,  and 
a  very  substantial  portion  of  its  prof- 
its is  being  earned  abroad.  Some  eye- 


brows have  been  raised  by  RNB's 
aggressive  promotions  in  New  York 
(giving  away  color  TV  sets  for  siz- 
able long-term  deposits),  but  this  has 
to  be  judged  in  the  light  of  the  fierce 
competition  for  new  deposits  from 
New  York  savings  banks. 

Presumably  RNB  will  continue  its 
present  policy  of  retaining  all  earn- 
ings because  of  the  enormous  need 
for  £apital  to  keep  pace  with  the 
growth  of  deposits.  But  the  absence 
of  dividends  is  not  important,  in  my 
opinion,  since  the  stock  is  not  yet  rec- 
ommended as  an  investment.  What 
intrigues  me  is  that  here  we  have  a 
growth  stock  par  excellence,  selling 
not  at  50  or  100  times  earnings,  but 
at  a  most  modest  multiple  of  9  or  less. 
And  this  is  no  longer  a  small  opera- 
tion, but  will  be  a  billion-dollar  bank 
within  a  year  or  so.  RNB  appeals  to 
me  as  a  speculation. 

In  the  Doghouse 

I  can't  think  of  any  company  that 
has  "enjoyed"  a  more  miserable  press 
than  International  Tel.  <fr  Tel.  Its  pub- 
lic image  would  hardly  be  worse  if 
its  name  were  Watergate.  ITT  is  a 
conglomerate;  it  is  multinational;  it  is 
supposed  to  have  tried  to  buy  official 
favors  by  contributing  to  Nixon's  re- 
election; it  attempts  to  interfere  with 
the  internal  affairs  of  a  foreign  coun- 
try; it  violates  antitrust  laws;  etc.,  etc. 

ITT's  incredible  clumsiness  in  han- 
dling its  public  relations  is  in  sharp 
contrast  to  the  astuteness  in  managing 
its  operations.  Instead  of  being  eval- 
uated as  a  high-grade  investment  with 
an  admirable  record  of  steadily  rising 
profits,  ITT  has  lost  a  third  of  its  val- 
ue and  sells  at  11  times  earnings. 
That's  a  pity,  but  who  can  blame 
investors  for  selling  the  stock  of  a  com- 
pany which  is  constantly  in  the  news, 
and  the  news  is  always  negative  even 
when  the  company  may  be  right,  as 
in  its  claim  for  being  reimbursed  for 
its  "insured"  losses  in  Chile. 

Yet,  there  comes  a  point  where 
enough  is  enough,  and  this  point  iii.iy 
be  here  or  at  least  near.  ITT's  pres- 
tige has  been  damaged,  but  this  has 
not  affected  its  profitability.  The  time 
to  buy  a  slock  is  when  nobody  wants 

it.  Admittedly,  tins  requires  courage. 

But     once     the     dust     is     settled.     Ill 

should  once  again  become  a  reward- 
ing Investment.  ■ 


Republic  National  Bank— Statistical  Review 


Year 

Capital 

Funds 

(millions) 

$11.3 

Total 

Assets 

(millions) 

$  90.4 

Deposits 
(millions) 

$   72.0 

Loans 
(millions) 

$  47.3 

Earnings 

Per 

Share 

1968 

$0.24 

1969 

12.8 

133.5 

103.6 

46.8 

0.71 

1970 

16.3 

278.2 

239.5 

140.6 

1.93 

1971 

31.4 

431.7 

348.5 

203.9 

2.59 

1972 

54.7 

732.6 

643.0 

362.7 

3.61 

1973° 

57.2 

784.7 

683.0 

4036 

1.08** 

*As  of  Morch  31.          "Three 

months. 
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What  do  you  know  about 
your  stocks  right  now! 


Some  may  have  gone  up  in  price 
since  you  bought  them.  Should  you  hold 
them  for  further  gains  or  is  this  a  good 
time  to  take  your  profits?  Some  may  have 
gone  down.  Are  they  in  for  further  de- 
terioration or  major  recovery?  Some  may 
have  gone  "nowhere".  What  should  you 
do  about  them? 

What  about  the  earnings  prospects 
of  your  stocks?  And  what  about  the  latest 
changes  in  the  stock  market  as  a  whole? 
How  do  they  affect  your  particular 
holdings? 

Whether  your  source  of  investment 
guidance  is  an  advisory  service,  a  broker, 
or  your  own  investigation— the  chances 
are  that  you  knew  considerably  more 
about  your  stocks  at  the  time  of  pur- 
chase than  you  do  currently. 

This  is  not  as  it  should  be.  You  need 
to  be  kept  continually  up-to-date  on  your 
stocks,  so  that  your  decisions  to  continue 
holding,  to  buy  more,  or  to  sell  are  at 
least  as  well  founded  as  your  original 
decisions  to  buy.  This  applies  no  matter 
how  few  or  how  many  stocks  you  own. 

Value  Line  covers 
more  than  1550  stocks 

.  .  .  not  now-and-then  but  regularly 
and  systematically.  These  1550 — which 
encompass  virtually  all  active  stocks  on 
the  New  York  Exchange  plus  hundreds 
of  leading  issues  traded  on  the  American 
Stock  Exchange  and  Over-the-Counter— 
account  for  the  vast  preponderance  of 
the  dollar  value  of  all  shares  traded  in 
U.S.  securities  markets.  The  Value  Line 
can  bring  you  up-to-date  continually— 
and  keep  you  up-to-date  continually— on 
any  or  all  of  them  that  interest  you. 

Value  Line  rates  all 
1550  stocks  Every  Week 

...  in  our  24-page  weekly  Summary 
of  Advices.  Every  week,  with  the  aid  of 
high-speed  computers,  Value  Line  rates 
each  of  more  than  1550  stocks  for  its 
relative  S[a)  Probable  Market  Perform- 
ance in  the  Next  12  Months,  and  (b)  In- 
vestment Safety. 

Here's  how  the  Performance  Ratings 
work: 

100  stocks  are  ranked  1  (Highest) 
300  stocks  are  ranked  2  (Above 

Average) 
750  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below 

Average) 
100  stocks  are  ranked  5  (Lowest) 

A  number  of  changes  in  ratings  do 
occur  from  one  week  to  the  next  as 
prices  change  and  earning  reports  are 
issued.  It  is  vital  that  you  know  about  any 


such  changes  in  the  stocks  of  interest  to 
you,  at  the  time  the  changes  occur.  And 
it  is  equally  important  to  know  when  your 
stocks  have  nor  undergone  changes  in 
ratings,  as  this  can  give  you  the  security 
of  knowing  that  the  reasons  you  pur- 
chased the  stocks  are  still  valid. 

Value  Line  gives  you 
comprehensive  analyses 
of  over  1550  stocks 

....  each  one  the  subject  of  a  fact- 
filled  full-page  report  every  13  weeks 
(four  times  a  year).  Each  full-page  report 
presents  a  wealth  of  statistical  data  on 
the  company  and  its  stock,  with  updated 
projections  of  future  results,  plus  a  con- 
cise summary  of  the  latest  salient  de- 
velopments of  investment  significance. 

Each  week  we  issue  more  than  100 
such  reports.  All  1550  stocks  under 
survey  are  covered  this  way  during  a  13- 
week  cycle — in  regular  rotation  by  indus- 
try group.  And  the  overall  industry 
groups  themselves  are  concurrently  ana- 
lyzed in  depth. 

All  told,  therefore,  Value  Line  gives 
you  full-page  reports  on  each  of  over 
1550  stocks  every  13  weeks,  and  up- 
dated ratings  of  each  of  over  1 550  stocks 
every  single  week. 

NOTE:  The  Value  Line  ratings  of 
more  than  1550  stocks  are  not  infallible. 
But,  over  the  years,  such  a  large  percent- 
age have  actually  performed  in  ac- 
cordance with  their  ratings  that  the 
probabilities  stand  strongly  in  favor  of 
the  investor  who  systematically  lines  up 
his  stock  investments  with  the  Value  Line 
ratings. 

Value  Line  gives  you 
specific  recommendations 

Each  week  the  8-page  Selection  & 
Opinion  section  of  the  Value  Line  Survey 
presents  a  detailed  recommendation  of 
a  new  Especially  Recommended  Stock 


(three  a  month)  or  Special  Situation  (one 
a  month). 

Here,  too,  you  receive  continual  fol- 
lowup— so  that  you  are  never  in  doubt 
about  our  current  evaluation  of  a  recom- 
mended stock  you  may  have  purchased. 

NOW,  COMPARE 

Do  you  get  this  kind  of  assistance 
from  your  present  sources  of  investment 
guidance?  Compare  what  you  look  for 
with  what  you  actually  get.  If  the  com- 
parison leaves  you  less  than  fully  satis- 
fied, then  we  believe  The  Value  Line 
Investment  Survey  may  have  the  answer 
for  you. 

If  you  think  the  Value  Line  Survey 
may  give  you  more  and  better  invest- 
ment service— may  do  a  superior  job  of 
helping  you  build  and  protect  your  capi- 
tal—then act  now  on  that  possibility  and 
see  for  yourself  if  it  proves  true. 

13  weeks  of  Value  Line 

for  $29. (REGULARLY  $58) 

The  coupon  below  will  permit  you  to 
put  The  Value  Line  Investment  Survey  to 
the  test  at  the  special  13-week  introduc- 
tory rate  of  only  $29.  You  save  exactly 
half  the  regular  $58  fee. 

Plus  this  1800-page  Bonus 

Under  this  special  trial  offer  you 
will  receive  all  the  latest  full-page 
reports  on  each  of  the  1550  stocks 
covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring 
binders.  This  Value  Line  Reference  Serv- 
ice, which  alone  sells  for  $25,  will  be 
yours  at  no  extra  charge  under  this  offer. 

If,  for  any  reason,  Value  Line  should 
fail  to  come  up  to  your  expectations,  re- 
turn the  material  within  30  days  and  your 
money  will  be  refunded  in  full  and 
promptly.  And  remember,  your  fee  is 
fully  tax-deductible. 


Name  (please  print) 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  ■  5  East  44th  St.,  New  York,  N.Y.  10017 

U-16F01 

□  Begin  my  13-week  trial  subscription  to  The    Signature 

Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus  at 
no  extra  cost,  I  will  also  receive  The  Inves- 
tors Reference  Service.  I  have  enclosed  my   Address 
$29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and 
is  available  only  once  to  any  household. 

D  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224. 

□  Payment  enclosed      D  Bill  me  for  $224 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N.  Y.  residents  please  add  applicable  sales  tax.  For- 
eign rates  available  on  request.  (No  assignment  of  this 
agreement  will  be  made  without  subscriber's  consent.) 


No  sales  charge 
No  redemption  fee; 


fiHANCIAl 


FUND.  INC 


— - ■■'■ « 

A  No- Load  Mutual  Fund 

Seeking  Long-Term  Growth 

and  Income. 

1 00%  of  your  money  is 
invested  for  you. 

For  prospectus  and  further 
information  call  toft-free 

300/525-6143 

Financial  Programs  Inc.  4.FB-2-A3-1 
900  Grant  Street 
Denver,  Colorado  80201 


Name 


Address 


City 


State 


Zip 


GHARTCRAFT 


COMMODITY  P&F  CHARTS! 

79  CHARTS   EACH    WEEK 

The  Chartcraft  P&F  charts  on  commodities 
give  you  a  clear  picture  on  what  you  might 
expect  from  commodity  contracts,  fn  use  for 
over  14  years,  the  charts  are  easy  to  interpret 
once  the  method  is  mastered. 

Now  you  can  recei\e  each  .Monday  for  4 
weeks  79  Point  and  Figure  Commodity  Charts 
on  the  following  contracts:  wheat,  corn,  oats, 
soybeans,  soybean  meal,  sugar,  eggs,  cocoa, 
wool,  copper,  potatoes,  soybean  oil,  frozen 
pork  bellies,  frozen  orange  juice,  silver,  plati- 
num, hogs,  broilers,  plywood,  cattle,  silver 
coins,  lumber,  cotton  and  coffee. 

Each  chart  in  the  Chartcraft  Weekly  Com- 
modity Report  is  analyzed  for  you  and  the 
buy  signal  and  reversal  point  are  noted.  A 
commodity  of  the  week  is  discussed  in  detail 
with  a  price  objective  given. 

Try  the  Chartcraft  Method  of  trading  com- 
modities and  see  how  it  works.  For  your  4 
week  trial  subscription  to  the  Chartcraft 
Weekly  Commodity  Report  and  Bonus  Meth- 
od Book  send  this  ad  and  check  for  $10.00 
with  your  name  and  address  to  CHART- 
CRAFT, INC.,  Dept.  F-189,  1  West  Ave., 
Larchmont,  N.Y.  10338. 
V  V.  State  arid  applicable  Injr    \.Y.C.   add  7%. 


2"x2"x3/." 


YOUR  LOGO  ON 

POLISHED  MARBLE 
PAPERWEIGHTS 

100  Minimum  $168.  total  cost.  Your 
logo  etched  in  up  to  5  matched  colors. 
Spread  good  will  at  minimum  cost. 
Free  sample  paperweight  and  litera- 
ture. Letterhead  requests  only. 
PAPERWEIGHTS,  INC. 
Dept.  Ik,  307  East  Shore  Road 
Great  Neck,  N.Y.  11023  (516)466-4455 


Technician's 
Perspective 

ByJohnW.SchuIz 


A  Little  Less 
Rosy,  Please 


On  Apr.  5,  the  clobbering  stopped. 
Three  trading  days  later  it  seemed 
pretty  clear  that  the  stock  market's 
downtrend  phase,  which  began  early 
in  January,  had  ended  in  a  "double 
bottom"  near  Dow  920  and  had  been 
reversed  by  a  swift  and  decisive  ad- 
vance through  a  downtrend  line, 
which  can  be  neatly  fitted  across  the 
decline's  several  minor  rally  tops  on 
the  DJI  chart.  Similar  downtrend 
lines  were  penetrated  by  concurrent 
recoveries  in  utility  and  finance  stock 
price  indices  and  even  in  the  daily 
NYSE  Advance-Decline  Index  (a  mea- 
surement of  majority  price  behavior). 
The  transportation  indices  turned  up 
two  weeks  earlier,  and  there  were 
secondary  technical  developments 
usually  associated  with  trend  reversals 
from  down  to  up. 

Viewed  in  terms  of  the  Dow,  which 
fell  more  than  12%  in  about  three 
months,  the  decline  must  be  classified 
as  a  largish  but  basically  typical 
intermediate  downtrend,  whose  re- 
versal thus  presumably  initiated  an 
intermediate  uptrend,  i.e.,  a  recovery 
of  more  than  fleeting  duration  and 
more  than  nominal  carrying  power. 
It  retraced  not  much  more  than  half 
of  the  preceding  November  1971- 
January  1973  major  uptrend  and  thus 
looks  like  a  pretty  normal  "tech- 
nical correction"  of  that  prior  ad- 
vance. As  such  it  provides  no  basis 
for  a  presumption  that  the  Dow's 
major  trend  has  been  down  since 
January  and  that  (therefore)  the 
double  bottom  near  920  will  sooner 
or  later  be  violated  by  another  inter- 
mediate downtrend.  Instead,  and  un- 
less evidence  pointing  to  the  contrary 
comes  to  hand,  it  ought  to  be  more 
likely  that  the  new  intermediate-trend 
recovery  is  the  start  of  another  ma- 
jor-uptrend phase,  which,  almost  by 
definition,  should  eventually  cany 
the  Dow  to  new  highs. 

Viewed  in  terms  of  the  majority  of 
common  stocks,  the  picture  looks  dif- 
ferent. Broadbased,  unweighted  in- 
dices—like the  Value  Line's  composite 
of  over  1,400  stocks— fell  more  than 
20%    from    highs    posted    last    year, 

Mr.    Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.  Inc. 


enough  damage  to  qualify  for  a  bear- 
market  label,  and  the  more  painful 
for  having  mostly  been  done  in  the 
short  space  of  three  months.  Before 
they  rallied  early  last  month,  these 
indices  had  broken  their  November 
1971  lows  and  approached  levels  not 
seen  since  late  1970  (when  the  Dow 
was  in  the  upper  700s).  So,  while 
the  recovery  probably  initiated  an 
intermediate  uptrend  here  too,  a 
presumption  in  favor  of  a  new  major- 
uptrend  phase  can  only  be  defended 
by  arguing  that  current  and  prospec- 
tive conditions— technical  and  econom- 
ic—do not  justify  another  significant 
drop  in  the  majority  stock  price  level 
toward  or  under  1970  lows  but,  in- 
stead, should  support  an  advance 
which  could  eventually  carry  an  in- 
dex like  the  VL  composite  back  to 
and  beyond  its  1971  highs  (located 
more  than  25%  above  recent  lows ) . 

A  Needed  Slowdown 

This  argument  hinges,  basically,  on 
two  premises.  One  is  that  price/ earn- 
ings ratios  for  a  majority  of  stocks 
fell  to  probably  the  lowest  levels  in 
over  20  years.  Early  last  month  the 
reported  median  multiple  for  almost 
70%  of  all  NYSE  common  shares  was 
between  H  and  9,  probably  between 
Tk  and  8  adjusted  for  likely  1973 
earnings  gains.  In  my  view,  this  over- 
discounts  the  possibility  of  a  year-to- 
year  drop  in  1974  earnings. 

This  brings  me  to  the  second 
premise:  that  1974's  profits  may  not 
exceed  this  year's.  As  I  see  it,  the 
recent  extraordinarily  low  P/E  ratios 
reflect  widespread  fears  that  inflation 
is  out  of  control  and  that  therefore 
the  Federal  Reserve  willy-nilly  is  go- 
ing to  stage  another  recession-induc- 
ing credit  crunch,  complete  with  sky- 
rocketing interest  rates.  But  these 
fears  seem  misplaced  and  ill-timed. 
The  business  expansion  will  probably 
begin    to    slow    in    the    near    Future, 

permitting  inflationary  pressures  to 
subside  and  thus  easing  the  presumed 

need  for  a  credit  crunch  and  (lie  at 
tendant   recession  risks.    Perverse  as  it 
may    seem,    investors    could    soon    bo 
drawing     encouragement      liotn      less 
rosy  business  statistics.  ■ 
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The 
Market 
Outlook 


Turn  To 
The  Cyclicals 


By  Sidney  B.  Lurie 


On  overall  view,  I  continue  to  feel 
that  too  broad  a  line  has  been  drawn 
between  so-called  cyclical  and  growth 
stocks,  that  the  unexploited  cyclicals 
(which  include  airlines,  aluminum 
and  steel)  have  less  downside  risk  and 
a  more  interesting  appreciation  poten- 
tial than  growth  stocks.  For  one  thing, 
cyclicals  would  be  the  prime  benefi- 
ciary of  any  change  for  the  better  in 
the  factors  which  have  been  troubling 
the  market.  I  think  this  change— 
which  revolves  around  greater  assur- 
ance regarding  the  1974  outlook— will 
develop  in  coming  months.  Secondly, 
if,  contrary  to  my  expectations,  a  new 
wave  of  liquidation  develops  from 
here  on  out,  I  doubt  that  the  recent 
institutional  high  growth  favorites  will 
be  invulnerable.  Further,  the  more 
cyclical  areas  of  the  economy  provide 
the  most  exciting  immediate  busi- 
ness news.  In  short,  these  areas  are 
the  focal  point  of  the  unknowns 
that  have  been  troubling  speculative 
psychology,  and  any  change  for  the 
better  can  have  an  exaggerated  im- 
pact on  this  section  of  the  list. 

I'm  inclined  to  stress  the  Administra- 
tion's forecast  that  inflationary  food- 
price  trends  will  lessen  considerably 
by  summer,  and  with  it  the  rising 
tide  of  inflation  psychology.  This 
in  turn,  could  have  a  broad  impact 
on  the  stock  market  in  terms  of  the 
issue  areas  that  are  now  being  ne- 
glected on  the  grounds  they  are  most 
vulnerable  to  existing  price  trends. 

Below  the  Surface 

In  my  opinion,  the  airline  industry 
is  a  perfect  illustration  of  the  point. 
Little  attention  has  been  given  to  some 
underlying  factors  which  could  lead 
to  a  better  basic  earnings  performance 
in  coming  years.  The  CAB  has  modi- 
fied its  previous  policy  of  granting 
new  route  awards  on  a  wholesale 
basis,  a  policy  which  was  a  contributor 
to  the  low  load  factors  (i.e.,  per  plane 
occupancy  rate)  of  the  Sixties.  Unlike 
the  latter  half  of  the  Sixties  when  new 
types  of  planes  resulted  in  a  competi- 
tive buying  spree  that  strained  capital, 
there  is  little  possibility  in  the  near 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


future  of  new  types  of  aircraft  that 
will  add  to  capacity.  If  the  energy 
crisis  leads  to  fuel  rationing,  it  will 
lead  to  pressure  to  reduce  plane 
schedules,  which  means  the  load  fac- 
tor and  plane  utilization  will  increase. 

I'm  intrigued  with  the  speculative 
possibilities  in  Trans  World  Airlines 
(42,  with  a  1972-73  range  of  60-32), 
inasmuch  as  the  inherent  leverage  in 
airline  earnings  provides  a  high  de- 
gree of  leverage— if  everything  "jells." 
TWA  increased  its  domestic  and  in- 
ternational load  factors  last  year,  and 
its  share  of  the  domestic  and  European 
travel  market  as  well.  Wholly  owned 
Hilton  International,  whose  profits 
just  about  doubled  between  1967  and 
1972,  should  contribute  about  85 
cents  to  90  cents  per  share  to  this 
year's  earnings.  With  yields  (i.e.,  av- 
erage fares)  likely  to  increase  this  year 
and  traffic  likely  to  grow  faster  than 
additions  to  capacity,  I  believe  TWA's 
1973  earnings  could  be  in  the  area  of 
$4  a  share  vs.  $3.01  (before  dilution) 
last  year.  Domestic  operations,  which 
had  been  heavily  in  the  red  from 
1968  to  1971,  were  quite  profitable 
last  year,  contributing  almost  six 
times  the  international  division's  op- 
erating profit  before  taxes. 

On  a  different  front,  I  believe  the 
steel  industry  has  the  benefit  of  some 
constructive  considerations.  With  Eu- 
ropean and  Japanese  business  condi- 
tions better  this  year  than  last,  steel 
impacts  are  likely  to  decline  in  1973, 
a  trend  which  will  be  accelerated  by 
devaluation  of  the  dollar.  With  the 
outlook  for  the  important  domestic 
areas  of  steel  demand  perhaps  the 
best  it's  been  in  ten  years,  all  major 
steel  companies  are  operat;ng  sub- 
stantially at  capacity,  and  the  indus- 
try's 1973  shipments  probably  will 
reach  an  alltime  record.  Not  only  are 
most  steel  companies  now  in  a  posi- 
tion to  profit  from  their  major  capital 
expenditure  programs  of  the  Sixties, 
but  the  long  lead  time  against  grow- 
ing order  backlogs  means  that  ship- 
ments can  be  scheduled  for  maximum 
profitability.  This  background  indi- 
cates that  the  steel  industry  may  have 
reached  a  point  where  it  is  less  cyclical 
than  its  critics  have  long  claimed.  ■ 


Everyone  does  not  have 
$50,000  in  his  portfolio 

There  are  people  who  have  $10,000., 
$20,000.  or  $30,000.  portfolios  and 
they  deserve  attention  and  pro- 
fessionalism just  as  much  as  people 
with  larger  portfolios. 
At  Spear  &  Staff,  Inc.,  we  specialize 
in  managing-  individual  portfolios. 
We  have  a  full  time  staff  of  highly 
trained  financially  oriented  people 
to  help  you  meet  your  investment 
objectives. 

The  investor  with  $5000.  or  more, 
who  appreciates  the  risks  and 
rewards  of  a  securities  portfolio 
should  consider  the  advantages  of 
having  these  highly  skilled  special- 
ists make  his  investment  decisions. 
To  learn  more  about  Spear  &  Staffs 
Personal  Investment  Management 
Plan  send  for  a  complimentary  copy 
of  our  brochure  "Personal  Invest- 
ment Management"  by  Spear 
and  Staff. 

Spear  &  Staff,  Inc.,  Investment  Management 
Div.,  Dept.  MF501         Babson  Park,  Mass.  02157 

Name : 


Address. 

State. 

My  broker  is. 


-City. 


.Zip. 


Confidentially,  my  account 
would  amount  to  about  $ 


SpeartStafl.IiK 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  i«c 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Depl.  A6 

Baltimore,  Maryland  21201  (301)547-2136 

Name 


Address. 
City 


.State. 


Zip  Code. 
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WHICH  2 

NO-LOAD  FUNDS 

(no  broker  fee) 

REBOUND  SHARPLY? 

AGGRESSIVE 
GROWTH  FUNDS 
REPORT® 

SEE    AGFR  dynamic  No-Load  Funds 

READ   this  month's  AGFR  Report 

MAIL  $1.  TODAY  for 
current  AGFR  Report  including 

Most  Attractive  Funds  •  Supervised  List 
Exciting  New  Funds  •  Current  Ratings 
Buy/Sell  Recommendations 

Send  $1  with  name  and  address  to 

Chas.  H.  Thomas,  Inc. 

Dept.  F-18-3  P.O.  Box  667 

Los  Altos,  Calif.  94022 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  April  12, 1973, 
declared  a  second  quarter 
dividend  of  70  cents  a  share 
on  the  Company's  out- 
standing stock,  payable 
June  1 ,  1973,  to  stock- 
holders of  record  at  the 
close  of  business  on  April 
30, 1973. 


fiord 


The  American  Road 
Dearborn,  Michigan  48121 


HOLIDAY  WITH  A  PURPOSE 
Two-Week  Resident  Seminars 

Review  past  values  and  goals— envision  new  alternatives. 
The  middle  years  are  especially  crucial.  Take  command 
of  your  life  now,  create  an  exciting  future.  We  will  be 
available  to  help  you  deal  with  unfinished  business  from 
the  past,  and  experience  new  aliveness  now.  Small  groups 
ensure  a  pleasurable  and  rewarding  experience.  The  set- 
ting, a  beautiful  old  Spanish  farm  overlooking  the  Med- 
iterranean and  North  Africa.  Comfortable  accommodations 
for  18.  Pool  and  Japanese  bath.  1st  Session,  June  17, 
2nd  July  15,  3rd  Aug.  12.  Write  Sidney  Lanier,  c/o  Sec- 
ond Stage,   13  Hyde  Park  St.,  London  W2-2jw,  England. 


THE  TECHNICAL  REVIEW 

by  JOHN  W.  SCHULZ 

Courtesy  copy  available  from 


A 


ABRAHAM  &CO.INC 

Members  New  York  Stock  Exchange,  Inc. 

and  other  leading  Exchanges 

120  Broadway.  New  York,  N.  Y.  10005 


Just  Like  The 
Bad  Old  Days 


Would  you  cast  General  Motors,  U.S. 
Steel  and  Anaconda  Copper  in  the 
roles  of  companies  with  undiscovered 
stocks?  Yet  that's  what  they  are— un- 
discovered by  the  institutions,  the 
only  real  buyers  around. 

Those  of  you  with  long  memories 
may  remember  the  low  price/ earn- 
ings ratios  of  the  late  Forties  and 
early  Fifties:  7,  8  times  earnings. 
Well,  take  out  four  or  five  high-mul- 
tiple stocks  from  the  Dow  Jones  in- 
dustrials and  you  find  that  the 
typical  P/E  today  isn't  much  higher 
than  it  was  in  1950.  In  that  sense, 
the  stock  market  is  back  where  it 
was  in  the  gloomy  days  when  every- 
one was  expecting  a  post- World  War 
II  depression— not  recession,  depres- 
sion. Things  were  so  gloomy  in  those 
days  that  Wall  Street  got  excited  if 
volume  ran  much  over  2  million 
shares  a  day. 

Well,  we  do  have  problems  today, 
too:  price  controls,  credit  squeezes, 
devaluation,  labor  problems,  social 
problems,  virtual  government  control 
of  the  economy.  Worst  of  all,  nobody 
can  be  sure  that  any  of  the  Govern- 
ment's strong  medicine  is  working. 
That's  why  we  have  low  P/Es.  And 
that's  why  an  elite  group  of  stocks 
have  high  P/Es:  People  think  these 
aristocrats  are  immune  to  most  of  the 
current  problems. 

Gef  Back  fo  Basics 

I  say,  forget  P/Es  for  now.  Look  at 
stocks  in  a  more  old-fashioned,  more 
basic  way.  A  stock,  after  all,  is  a  share 
of  a  business.  Suppose  you  were  in- 
vited to  buy  a  part  of  a  small  compa- 
ny. The  first  thing  you'd  want  to  know 
is  what's  in  it  for  you,  what  will  your 
investment  produce  in  the  form  of  ;i 
payout  and  an  ultimate  return.  If  the 
company  throws  off  enough  cash  after 
taxes  to  increase  its  physical  facilities 
rapidly,  that  should  insure  its  future 
growth.  You  wouldn't  worry  much  if 
earnings  didn't  increase  every  quar- 
ter, just  as  long  as  the  business  kept 
building  its  earning  power  through 
the  years.  And  if  you  could  buy  it  for 
less  than  the  physical  equipment  and 

Mr.   Simons,   a  guest  columnist,    is  director  of  re- 
search at  the  securities  firm  of  Weeden  &  Co. 


inventory  cost,  it  would  probably  be- 
gin to  excite  you,  particularly  if  it 
were  a  dominant  factor  in  a  good  area 
of  the  economy. 

Of  course,  what  I've  just  described 
is  a  cyclical  blue  chip.  Take  this  one, 
for  instance.  In  1972  it  generated  al- 
most $8  a  share  in  cash  from  its  op- 
erations and  it  paid  $1.20  in  divi- 
dends; the  rest  went  either  to  pay  off 
debt  or  to  reinvest  in  the  business. 
The  stock  has  a  book  value  of  about 
$48  a  share,  earned  $3.02  last  year 
and  has  a  chance  to  make  as  much  as 
$3.75  this  year.  And  it  can  be  bought 
lor  $30  a  share,  less  than  4  times  the 
combination  of  dividends  and  rein- 
vested binds. 

The  name  of  this  "undiscovered" 
stock  is  Bethlehem  Steel.  There  are 
literally  hundreds  of  others  that  could 
fit  a  similar  description.  Sure,  growth 
companies  can  be  attractive  invest- 
ments, hut  they've  got  to  have  a  lot  on 
the  ball  to  he  worth  4  times  the 
price/  earnings  multiple  and  many 
times  the  book  \alue  of  such  stocks 
as  Bethlehem.  And  just  look  at  tin  list 
of  the  18  stocks  of  the  Dow  Jones  in- 
dustrial average  that  .ire  selling  for 
11  times  or  under  the  generall)  ac- 
cepted estimate  for  this  year's  earn- 
ings. Many  of  them  are  priced  below 
book  value  and  at  low  multiples  of 
their  cash  flows.  These  are  not  197()'s 
prices.  They  are  L950's  prices! 


American  Brands  (41) 
American  Can  (32) 
AT&T  (53) 
Anaconda  (21) 
Bethlehem  Steel  (30) 
Chrysler  (34) 
General  Foods  (27) 
General  Motors  (74) 
Goodyear (27) 


Intl.  Harvester  (31) 
Johns-Manville  (25) 
Owens-Illinois  (35) 
Swift  (26) 
Texaco  (40) 
Union  Carbide  (42) 
United  Aircraft  (36) 
U.S.  Steel  (33) 
Woolworth  (22) 


Figures  in  parentheses  are  current  price. 
I've   chosen    the    Dow   Jones   stocks- 
just  because  they're  so  well  known; 

hut  there  are  plenty  ol  others  lli.it  .tie 
worth  looking  lor.  Forget  price/ earn- 
ings multiples  for  a  while.  Wall  Street 
lias  made  a  fetish  ol  tins  one  figure. 
It  has  forgotten  cash  flow  analysis  and 
book  value.  It  is  only  a  mallei  ol  lime 

until  the  balance  is  righted.   People 

who  bought  sound  slock  at  todaj  I 
prices  will  then  he  well  lew  aided.  ■ 


68 


FORBES,   MAY   1,    1973 


THE  1973 
FORBES  ANNUAL  REPORT 
I  ADVERTISING  SECTION 

It  could  prove  very  profitable  for 
you  to  spend  time  reading  what  the 
companies  listed  on  the  following 
pages  have  to  say  about  themselves. 

\nnual  Reports  are  probably  the  best  way  that  publicly  held  companies  have  of  informing  you  about 
:heir  current  and  future  worth  as  investments. 

rew  investors  would  attempt  to  evaluate  the  present  state  of  a  company's  health  or  estimate  its 
future  potential  without  its  annual  report  at  hand.  Many  profitable  investments  are  based  on  careful 
study  of  the  information  contained  in  these  reports. 

rORBES'  special  section  makes  it  very  easy  for  you  to  obtain  the  reports  advertised  here  without 
:ost  or  obligation.  Just  circle  the  numbers  of  the  ones  that  interest  you  on  the  postpaid  card  provided 
n  this  section  and  mail  it  to  us  promptly.  We  will  process  your  requests  and  pass  them  on  to  the 
appropriate  companies  who  will  send  you  their  reports  directly. 


AMP  Incorporated 

1st  Quarter  1973  sets  New  Highs 
1972  sales  up  26%,  earnings  up  33% 


Growth  Thru  New  Products — 


1972 
1971 
1967 
1962 


Sales 

(Mil.) 

$302.1 

239.6 

146.4 

73.2 


Earnings/ 
Sh 

-$2.70 
2.04 
1.12 
640 


Div./ 

Sh 
66^0 
64  0 
36  0 
17  0 


Worldwide  Diversification— over  40,000  electrical/electronic  con- 
nection devices— tens  of  thousands  of  customers  in  various  grow- 
ing fields  here  and  abroad.  Subsidiaries  in  13  countries. 


/Etna  Life 
&  Casualty 


/Etna  Life  &  Casualty  is  one  of  the 
leading  diversified  financial  service 
organizations  in  the  United  States. 
Its  primary  business  is  insurance  but 
it  also  has  interests  in  the  mutual 
fund,  real  estate  and  land  develop- 
ment, commercial  finance,  and  hotel- 
motor  inn  fields.  1972  revenues  were 
$4.2  billion;  operating  earnings  rose 
27%  to  $174  million  or  $6.50  per  share. 


Action  Industries, 
Inc. 

From  1969  to  1972  Action's  sales  rose 
from  $13.6  million  to  $37.9  million 
and  its  earnings  from  $0,475  million 
(46  cents  per  share)  to  $1,356  million 
(93  cents  per  share).  Its  licensed 
DOLLAR-AMA®  (and  other)  pro- 
grams are  used  by  more  than  1900 
retail  units  of  36  chains,  and  it  fran- 
chises 46  ASSOCIATED  HARD- 
WARE stores,  19  of  which  are  Com- 
pany-owned. 


Airwick  Industries  Inc. 
Annual  Report  1972 


Airwick  Industries, 
Inc. 

1972  Sales  and  Earnings  performance 
of  Airwick  Industries,  Inc.  exceeded 
record  levels  set  in  1971.  Revenues 
reached  $27,772,559,  an  increase  of 
25%  over  1971,  and  Net  Income  in- 
creased by  47%  to  $2,110,696.  An 
acquisition  made  during  1972  added 
a  new,  but  related  segment  to  the 
Company's    business.    Airwick    Indus- 


tries, Inc.  is  traded  on  the  American  Stock  Exchange. 
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Akzona 
Incorporated 


diversified 
chemical 
of  six  op- 


Akzona     Incorporated,     a 
manufacturer    in    the    U.S 
process  industries,  consists 
erating    companies:     American    Enka 
Company   (man-made  fibers),  Armak 
Company     (specialty    chemicals    and 
industrial  products),  Armour  Leather 
Company    (fashion   leathers),   Brand- 
Rex  Company  (wire  and  cable  prod- 
ucts), International  Salt  Company  (salt  and  food  products),  and 
Organon  Inc.  (  pharmaceuticals  and  diagnostic  products).  In  1972 
Akzona  earned  $23.2-million  on  sales  of  $571.5-million. 


Allegheny  Power 
System,  Inc. 


Consolidated  net  income  of  $58.3  mil- 
lion in  1972  increased  19.4%  over 
1971.  Earnings  per  share,  on  basis  of 
average  number  of  shares  outstanding, 
were  $2.35  compared  to  $2.15  for 
1971,  up  9.3%.  Dividends  per  share 
were  $1.40  compared  to  $1.36  for 
1971.  Per  share  dividends  paid  have 
been  greater  than  in  the  previous  year 
in  23  out  of  the  last  24  years,  and  the  first  1973  quarterly  dividend 
is  36  cents  a  share,  marking  101st  consecutive  dividend.  Al- 
legheny Power  serves  vital  29,100-square  mile  area  in  Ohio, 
Maryland,  Pennsylvania,  Virginia,  and  West  Virginia. 


Alaska  Interstate 
Company 


In    1972    Alaska    Interstate    continued 
its  internal  growth  and  achieved  rec- 
ord sales,   earnings   and  earnings  per 
share.      Significant      accomplishments 
during   the   year  should   produce   an- 
other record  year  in   1973.   Manage- 
ment efforts  were  concentrated  upon 
developing    our    present     companies, 
with  emphasis  on  new  products,  proj- 
ects and  joint  ventures.   Subsidiary  operations  showed  great  im- 
provement and  substantial  progress  was  also  made  in  two  energy 
ventures  begun  in  late  1971.  While  no  major  acquisitions  were 
concluded,  the  Company's  interests  were  further  focused  in  the 
fields  of  energy  and  natural  resources.  g 


Altamil 
Corporation 

Altamil  Corporation,  Indianapolis,  In- 
diana, is  a  diversified  manufacturing 
corporation  with  four  divisions  serving 

the  trucking,  building,  packaging  and 
forging   industries.    Divisions    include: 


manufacturer     of 

platform     trailers; 

manutacturer     of 

American      Box, 


Fontaine      Truck, 

fifth    wheels    and 

Welsh      Kitchens, 

kitchen  cabinets; 
manufacturer  of  wire-bound  containers;  and  Aluminum  Forge, 
manufacturer  of  no-draft  aluminum  forgings.  Altamil's  sales  for 
fiscal  1972  were  in  excess  of  $47  million.  Altamil  is  traded  on 
the  American  Stock  Exchange  under  the  ALW  symbol. 

10 


*      A/can 


Ajcan  Alumlniu 
Anmatf 


Alcan  Aluminium  Limited's  new  An- 
nual Report  for  1972  features  a  spe- 
cial section  on  the  streamlining  and 
expansion  of  its  facilities  in  the  United 
Kingdom  as  Britain  enters  the  Euro- 
pean Common  Market.  Alcan's  con- 
solidated shipments  of  aluminum 
reached  a  record  level  of  1,451,500 
tons  in  1972,  as  fabricating  operations 
showed  improvement  in  the  United 
States,  U.K.,  Canada  and  Europe. 
Sales  and  net  income  also  increased. 


American 
Buildings 
Company 

A  leading  manufacturer  of  pre-engi- 
neered  metal  buildings,  ABC  gained 
58%  in  1972  sales,  to  $28.1  million, 
and  150%  in  net  income,  to  $1.4  mil- 
lion. Metal  systems,  fastest  growing 
major  segment  of  the  construction  in- 
dustry, had  34.4%  sales  growth,  four 
times  overall  construction  gains.  ABC, 

now   expanding,    markets    in   40   states   and   Canada.    NASDAQ 

symbol:  ABLD. 

11 
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Alco  Standard 
Corporation 


alafa  1972 

Anuol  Report 


A  uniquely  structured  corporation 
comprised  of  94  member  companies, 
the  Alco  Corporate  Partnership  serves 
the  areas  of  Manufacturing,  Resources, 
and  Distribution.  Total  revenues 
for  fiscal  1972  were  a  record 
$647,000,000;  net  income  exceeded 
$12,500,000,  or  $1.07  per  share.  Com- 
prehensive annual  report  shows  results 
by  major  industrial  categories  and  markets.  NYSE  Symbol,  "ASN." 


mr^ssr. 


American 
Business 
Products,  Inc. 


'II  i  is     leading     prodncci     nl      business 

supplies  printing  lias  reported  record 
growth  For  1072.  Sales  Increased  l<>i 
the  34th  consecutive  yeai  to  $46.3 
million.  Earnings,  which  have  set 
new    records    in    17   oi    die    lasl    20 

years,      grew      by      almost      20';       in 

1972,  and  at  an  average  rate  oi  over 


15%  in  each  of  the  last  five  years.  Symbols  Mil'  (Amex) 
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American  Continental  Homes 
Animal  Beport  1972 


American 

Continental 

Homes 

Earnings  per  share  increased  30%  to 
$.52  from  $.40  in  1971.  Net  income 
was  $3,776,000.  The  company  is  now 
operating  17  projects  in  four  of  the 
nation's  top  ten  housing  markets. 
American  Continental  Homes,  which 
built  121  homes  in  1968,  delivered 
2,159  housing  units  in  1972. 
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American 
Financial 
Leasing  and 
Services  Co. 


1972      earnings      are      up      31%      to 
$3,495,000.       Earnings       per      share 
climbed  to  $1.04  from  $.85  in  1971. 
The  capital  base  is  now  in  excess  of 
$50   million.    The   company   leases    a 
broad  variety  of  industrial  and  trans- 
portation   equipment.    The    data   processing   division,    with   one 
third  of  the  company's   revenues,  provides   operational  and  fa- 
cilities management  services. 

17 


American  Family 
Life  Assurance 
Company 

One   of   the   fastest    growing   special 
risk    insurers    in    the    United    States, 
American  Family  Life  is  the  compa- 
ny which  originated  the  CancerCare® 
Plan.    1972   was   yet   another   growth 
year  for  the  company  with  net  statu- 
tory  earnings    up   41%   and   adjusted 
earnings  up  26%  over  1971.  Based  on 
its  specialized  mass-merchandising  experience,  American  Family 
Life  is  now  expanding  its  product  lines  in  the  Life  and  Health 
insurance  fields. 
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American 

Re-Insurance 

Company 

Among  the  world's  largest  profession- 
al  reinsurers   who   reinsure   the  busi- 
ness   of    other    insurance    companies, 
American  Re  increased  adjusted  earn- 
ings per  share  for  the  fifth  consecu- 
tive year.  The  1972  earnings  of  $3.63 
represents   almost   a   20   per   cent  in- 
crease over  last  year.  Dividends  also 
consistently   increased;   the   first   quarter    1973   dividend   rose   4 
per  cent.  Assets  for  1972  exceeded  $470  million.  American  Re's 
NASDAQ  symbol  is  ARNY. 
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American 

Finance 

System 

American    Finance     System     (NYSE 
symbol:   AFS),  with  over  700  offices 
in  the  United   States  and  Canada,  is 
one   of   the   largest   consumer  finance 
companies  in  the  world.  The  compa- 
ny also  operates  nine  cable  television 
systems,    and,    through    its    insurance 
subsidiary,  writes  credit  life  insurance 
and  health  and  accident  insurance.  During  1972,  the  company 
registered  record  revenues  and  earnings  and  declared  its   100th 
consecutive  quarterly  cash  dividend. 
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American  Training 
Services 


A.T.S.  is  one  of  the  nation's  largest 
corporations  in  the  vocational  training 
field.  Its  schools  train  construction 
equipment  operators,  hotel  and  motel 
personnel  and  tractor  trailer  drivers. 
For  the  year  ending  February  28, 
1973,  estimated  revenues  are  in  ex- 
cess of  $13  million.  Revenues  and 
earnings  register  at  approximately  a 
90%  gain  over  fiscal  1972.  A.T.S.  projects  revenues  of  $20  million 
and  after-tax  earnings  of  approximately  $2  million  for  fiscal 
1974.  Shares  are  traded  on  the  American  Stock  Exchange. 
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American  Financial  Corporation 
Annual  Report  1972 


American 
Financial 
Corporation 

1972  earnings  climbed  28%  to 
$15,100,000.  Operating  earnings  per 
share  of  $1.06  capped  5  years  growth 
at  average  annual  rate  of  32%.  Assets 
surpassed  $1  billion.  American  Finan- 
cial has  interests  in  casualty  insur- 
ance, mortgage  guaranty  insurance, 
leasing,  construction,  savings  and 
loan,  publishing,  and  banking. 
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Arizona- 
Colorado  Land 
&  Cattle  Co. 

7th  consecutive  year  of  increased 
earnings.  "1972  net  income  increased 
116%  to  $3,749,000,  $1.08  per  share. 


"Revenues  up  50%  to  $70,849,000. 
"Shareholders'  equity  advanced  82% 
to  $26,567,000.  AZL-listed  on  Ameri- 
can &  Pacific  Coast  Exchanges.  Con- 
trols over  1,200,000  acres  of  land  in 
Arizona,  Colorado,  Florida,  Nevada  &  New  Mexico.  Major  opera- 
tions: ranching,  cattle  feeding,  meat  packing,  commodity  bro- 
kerage, agricultural  equipment  manufacturing,  land  &  natural 
resource  engineering  &  real  estate  development.  ^*» 
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Arkansas  Best 
Corporation 

Arkansas  Best  Corporation  took  its 
place  among  America's  leading  com- 
panies in  1972.  exceeding  $100  mil- 
lion in  revenues  and  becoming  listed 
on  the  New  York  Stock  Exchange, 
with  the  symbol  ABZ.  In  trucking, 
furniture  manufacturing,  commercial 
banking  and  tire  remanufacturing 
ABC  showed  its  basic,  balanced 
strength,  ability  to  grow  as  an  opportunity  company. 
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D.  H.  Baldwin 
Company 

Bevenues,     income     and     per     share 
earnings  all  reached  record  levels  in 
*y»  1972.    Principal    activity    lies    in    the 

m*  area  of  Financial  Services,  including 

banking  and  insurance,  which  ac- 
counted for  almost  60  per  cent  of  to- 
tal revenues  and  94  per  cent  of  prof- 
its. Company  also  manufactures  a 
<  complete  line  of  musical  instruments 
and  certain  electronic  products. 
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Ashland  Oil,  Inc. 

Ashland  Oil,  Inc.,  has  extensive  op- 
erations in  the  areas  of  petroleum, 
chemicals,  highway  construction  and 
other   fields.    Its    record    1972    results 

included:    Sales    $1,780,000,000 

+9%.  Net  income  before  extraordinary- 
items    $68,026,000   +68%. 

Net  income  per  common  share  before 

extraordinary  items  $2.65   +77%. 

The  record  pace  of  Ashland's  opera- 
tions   has    continued    in     1973.    The 

NYSE-listed  company  has  paid  quarterly  dividends  consecutively 

since  1934. 
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Bank  Of 
Virginia  Company 

BOVACO  is  a  SI. 2  billion  diversified 
registered  bank  holding  company 
comprised  of  29  bank  and  bank  re- 
lated affiliates  throughout  North 
America,  Nassau  and  Grand  Cayman 
Island.  The  company  has  15  commer- 
cial banks  in  Virginia  with  121 
branches  and  offices  throughout  the 
country  for  bank  related  activities   in 

factoring,  leasing,  mortgage  lending,  consumer  and  commercial 

financing. 
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Au*a«w*ie  S«c*  *«•.*  ^.ompapy 


n    Automatic 
Service 
Company 

A  diversified  company,  which  pro- 
vides national  procurement  and  dis- 
tribution of  vending  equipment  and 
products,  meat  and  meat  products; 
owns  and  services  vending  machines 
and  coin-operated  laundry  equip- 
ment in  four  Southeastern  states; 
manufactures  and  sells  gum  and  gum 
vending  equipment  through  a  nationwide  network  supported  by 
sponsorship  of  civic  organizations;  and  operates  two  retail  spe- 
cialty stores  in  North  Carolina.  Bevenues  ($60,509,000)  and 
earnings  ($791,000)  set  new  records  in  1972.  oo 


Barnett  Banks 
Of  Florida,  Inc. 


Barnett  Banks  of  Florida,  Inc.,  the  sec- 
ond largest  banking  system  in  its 
state  (with  $1.4  billion  assets  I,  lias 
(as  of  April  1,  1973)  37  banks  in  key 
markets  from  Pensacola  to  Miami,  up 
from  29  banks  at  year-end  1971. 
Earnings  for  fiscal  '72  were  $2.12  per 
share,  compared  with  $1.53  per  share 
in  fiscal  '71.  Featured  in  the  report 
are  company  management  backgrounds  and  growth  strategies. 
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Avis,  Inc. 


Known  worldwide  as  the  "We  Try 
Harder"  company,  Avis  revenues  in 
1972  were  $292  million,  up  34%  over 
1971.  The  Avis  System  now  operates 
about  124,000  vehicles  in  1,800  loca- 
tions, including  service  at  approxi- 
mately 1,300  airports  in  more  than 
100  countries.  Avis,  Inc.  is  engaged, 
through  its  subsidiary,  Avis  Bent  A 
Car  System,  Inc.,  in  the  business  of 
renting  and  leasing  cars  and  trucks 
worldwide. 
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Bearings,  Inc. 

Bearings,  Inc.,  founded  In  L923,  Is  the 
nation's  leading  distributor  of  beu 
ings,  bearing  specialties  and  power 
transmission  components  with  head- 
quarters in  Cleveland,  Ohio,  and  121 
sales  and  service  branches  in  25  states. 

Fiscal  1972  sales  topped  $100,000,000 

lor  the  lirst  time  in  the  company's 
history  and  increased  9.6V  ovei  the 
previous    year.    Nel    income    mi  leased 

Five  new  branches  were  opened 


New  York  Stock  Exchange  symbol:  BER. 
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B/iss  &  Laugh/in 

With  sales  of  $133,000,000  and  earn- 
ings of  $6,560,000  or  $2.30  per  share, 
Bliss  &  Laughlin  had  its  second  best 
year  in  its  82  year  history— paying  div- 
idends for  33  consecutive  years.  From 
100%  steel  in  1961,  diversification  pro- 
duced an  11.5%  earnings  growth  rate, 
with  current  profit  contribution  being 
Construction  Tools  63%,  Metal  Prod- 
ucts 22%,  Steel  12%,  and  Land  De- 
velopment 3%. 
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C.  Brewer 
and  Company, 
Limited 


Brewer  is  a  Hawaiian  based  company 
with  its  major  operations  in  Hawaii 
and  the  continental  U.S.  Principal 
interests  are  in  agriculture— su^ar, 
molasses,  macadamia  nuts,  diversified 
agriculture— and  land  development/ 
leisure  time— recreational  land  de- 
velopment, travel  and  tourism.  One 
of  the  largest  landholders  in  Hawaii,  the  company  is  developing 
a  portion  of  its  135,000  acre  holdings  as  a  regional  resort  system. 
On  sales  and  revenues  of  $143.2  million,  income  from  operations 
increased  by  22%  to  $7  million  or  $1.54/share  in  1972.  Amex 
symbol  BRW.  33 


Bonanza 
Internationa/,  Inc. 


mm 


The  drive-in  and  carryout  foodservice 
business  of  yesteryear  is  fast  becom- 
ing the  drive  in  and  sit  down  busi- 
ness of  today,  as  Americans  who  dine 
out  actually  are  eating  IN  .  .  .  inside, 
that  is,  rather  than  in  their  cars.  It  is 
here  that  Bonanza  International,  Inc. 
(OTC)  has  established  itself  as  the 
forerunner  of  growth  in  its   industry. 

n  1972,  sales  increased  45%  over  1971,  revenues  were  up  120% 

ind  profits  jumped  108%. 
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Brockway  Glass 
Company,  Inc. 


Brockway,  a  leading  manufacturer  of 
glass  and  plastic  containers  and  glass 
tableware,  operates  17  glass  and  plas- 
tic   product    manufacturing    facilities 
and  7  corrugated  paper  box  shops  to 
serve  customers  nationwide,   and   has 
affiliates    in    Canada    and    Venezuela. 
Sales   volume  in    1972   rose   by    12/2% 
to  more  than  $235  million,  while  earn- 
ings increased  by  9Ji%,  amounting  to  $2.97  per  common  share. 
Brockway  has  paid  cash  dividends  every  year  since  1927  and  has 
increased  common  dividends  by  50%  over  the  past  four  years. 
NYSE  ticker  symbol:  BRK. 
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William  Bond, 
Inc. 


f| 

B  Record  earnings,  increased  cash  flow 

W  and   first   cash    dividend    for   William 

8  Bond,  Inc.,  marked  fiscal  1973  ( March 

MJ  31 )   as  best  year  in  company  history. 

Bond's    diversified     interests     include 
international     architectural     and     en- 
gineering    services     (world's     largest 
MWtMmemxunc.  motel     designers);     manufacture     of 

aluminum  and  glass  motel  products; 
eal  estate  holdings  and  land  development.  Exciting  story  of  in- 
lovative  "total  package  concept"  for  would-be  motel  owners  re- 
viewed in  1973  Annual  Report.  NASDAQ  symbol  BOND. 
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The  Budd 
Company 

Sales  up  24%;  earnings  tripled.  One 
of  the  largest  suppliers  to  North 
America  automotive  industry.  Prod- 
ucts include  automotive  steel  and 
plastic  body  components,  chassis 
frames,  wheel  products,  castings;  pro- 
totype stampings  and  automotive 
heating  accessories.  Budd  also  pro- 
duces a  wide  range  of  highway  trail- 
ers and  container  chassis,  railway  passenger  cars  and  engineered 
plastics.  Worldwide  markets. 
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Borden,  Inc. 

This  diversified  food  and  chemical 
company  completed  its  115th  year  in 
business  in  1972  with  all-time  highs 
in  sales  ($2.2  billion),  net  income 
($66  million),  and  primary  earnings 
per  share  ($2.18).  Foods  contributed 
38%  of  sales;  dairy  products,  28%; 
chemicals,  19%,  and  international  op- 
erations, 15%.  Dividends  have  been 
paid  without  interruption  since  incor- 
poration in  1899. 
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Carborundum 

Our  1972  report  answers  "Questions 
People  Asked  Us"— from  sandhan- 
dling  systems  to  art  works  to  products 
for  sulphur  dioxide  recovery.  From 
our  plans  in  water  management  and 
engineered  plastics  to  what  we're  do- 
ing to  improve  profit  margins.  We've 
made  a  lot  grow  out  of  abrasives— 
and  the  growth  goes  on. 
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Cincinnati 
Bell  Inc. 


Part  (rf  the  nationwide  Bell  System. 
Serves  over  934,000  telephones  in 
2,500  square  mile  area  of  Southwest- 
ern Ohio  and  Northern  Kentucky. 
Operating  revenues  exceeded  $135 
million  in  1972— an  increase  of  more 
than  $9  million  over  the  previous 
year.  Uninterrupted  cash  dividends 
paid  each  year  since  1879.  NYSE 
symbol-CSN. 


37 


Coleco 
Industries,  Inc. 


0\Jr^g%i<^  Coleco   is   a    NYSE    manufacturer   of 

^K^Gr  recreational    products   for   the   family. 

Since   1962,   sales  and  earnings  have 
^^  increased  at  the  average  annual  rates 

of  41%  and  39%,  respectively.  1972 
sales  totaled  $65.4  million,  earnings 
$4.5  million  and  earnings  per  share 
67  cents,  increases  of  34%,  25?  and 
225,  respectively,  over  1971  results. 
Management  expects  that  sales  and  earnings  for  the  current  year 
will  again  increase  by  at  least  20%. 
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MICHIGAN-OHIO-NEW  YORK-FLORI 
ILLINOIS-INDIAN  A  -MAR  YLAND-TEX 

LOUISIANA  MISSOURI -TENNESSEE- 1 
ALABAMA-  FLORIDA-  TEXAS-GEORG 
IDAHO  CALIFORNIA-NEW  JERSFY  N 
MINNESOTA-WISCONSIN-SOUTH  CA 
NEVADA-MICHIGAN-OHIO-NEW  YO 
SOUTH  CAROLINA-FLORIDA-LOUISI 
NEW  YORK  ILLINOIS-MICHIGAN  OH 
INDIANA-MAR  YLAND-TEX  AS-MISSO 
TENNESSEE- ALABAMA-GEORGIA-ID 


CALIFORNIA-MICHIGAN-NEW  JERSE 
NEVADA-WISCONSIN-SOUTH  CARO 
IDAHO-MAR  YLANDILLINOISTENNE 


Citizens  Mortgage 

Investment 

Trust 


A    mortgage-oriented    real    estate    in- 
vestment trust,  whose  net  earnings  in 
1972  grew  20%  to  $1.57  a  share  .  .  . 
with    a    policy    of    paying    dividends 
equal  to  100%  of  earnings.  The  Trust 
concentrates    on    first    mortgage    con- 
struction  and  land  development  loans  for  residential  and  com- 
mercial  properties.   It  also  issues  standby  commitments  and  in- 
\ests  in  intermediate  term  and  second  mortgage  loans.  At  year- 
end,    loan   commitments   in   twenty   states   totaled   $138   million. 


COLEMAN 
AVBOCJN 

QOMHNESNC 
1972  ANNUAL  REPORT 
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After  tax  earnings  have 
1970  to  $139,000,  $.11 
per  share,  in  1972. 


Coleman 
American 
Companies,  Inc. 

Planned  profitable  growth  in  contin- 
uing and  career  education  services, 
while  strengthening  our  moving  and 
storage  asset  base  is  the  continuing  ob- 
jective at  Coleman  American.  Our  mul- 
ti-media courses  and  programs  are 
now  used  world-wide  in  business,  in- 
dustry, government  and  education, 
grown  from  $41,000,  $.03  per  share,  in 
per  share,   in   1971   and   $408,000,   $.31 
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Clark  Oil 
and  Refining 
Corporation 


Clark,  largest  independent  gasoline 
marketer-refiner  in  the  Midwest, 
achieved  record  sales  of  $289  million 
in  1972.  Clark  operates  1,850  service 
stations  in  13  states.  Two  refineries 
processed  38  million  barrels  of  crude 
oil  in  1972.  Exploration  and  produc- 
tion activities  are  progressing  both  oil- 
shore  Louisiana  and  in  the  Arctic.  Clark  also  has  interests  in  the 
chemical  and  pipeline  industries  and  is  listed  on  the  NYSE. 
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Columbia  Gas 
System 


One  of  the  nations  largest  natural  gas 
systems,  Columbia  Gas  achieved  new 
records  in  earnings,  revenue  and  sales 
in  1972.  The  annual  report  details 
what  Columbia  believes  must  be  done 
to  help  overcome  the  energy  crisis  and 
what  programs  are  underway  to  de- 
velop new  gas  supplies  for  over  lour 
million  System  customers.  Colum- 
bia's Board  approved  a  dividend  increase  in  January  1973  to 
an  annual  rate  of  $1.90. 
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Clow  Corporation 

A  growing  company  whose  products 
are  devoted  almost  100%  to  serving 
municipal  and  industrial  water  and 
sewage  needs.  Sales  of  $105,929,000 
earned  record  profits  of  $5,053,000, 
or  $1.72  per  share,  up  21%  from  a 
year  ago.  Manufactures  a  wide  range 
of  products  for  municipal  and  indus- 
trial water  and  wastewater  systems  in- 
cluding pipe,  valves,  waste  treatment 
equipment,  chemicals.  Traded  OTC, 
has  paid  17  cents  quarterly. 
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Commercial 
Alliance  Corp. 


Commercial  Alliance  ( Ame\  )  is  one 
of  tlie  nation's  largest  Independent  fi- 
nancial services  companies  specializing 
in  leasing  and  financing  the  sale  ol 
capital    equipment,    Total     installment 

receivables  acquired  and  leases  writ 

a  ten    in    the    12    months    ended    |anuary 

31,    1973   were   $121    million.    Regulai 

(■alliums,  unaudited,  lor  (lie   \2  montlis 

ended  January  31,  1973  were  $2.8  million,  up  451  from  the  pie 

vious  period.  This  unique  firm  has  shown  a  Bve  yeai  compounded 

earnings-per-share  growth  of  over  3051   and  pays  B  dividend. 
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Commercial 
Metals  Company 

In    1960,    Commercial    Metals    Com- 
pany became  the  first  in   its  field  of 
secondary  metal  processing  and  metal 
trading   to   be   listed   on   a  major  ex- 
change  when   its   shares    were   listed 
on    the    American    Stock    Exchange. 
Over  the  years,  the  company  has  di- 
versified its  activities  to  include  steel 
making    and    copper    tube    manufac- 
turing and  has  become  a  substantial  factor  in  international  metal 
trading.    Commercial    Metals    Company    had    sales    in    1972    of 
$200,162,080  and  a  57%  earnings  increase  over  1971. 
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The  Continental 
Corporation 

Fifth  largest  among  U.S.  diversified 
financial  companies,  the  Corporation 
is  the  holding  company  for  The  Con- 
tinental Insurance  Companies,  Din- 
ers Club,  Capital  Finance  and  others. 
Net  income  last  year  was  $120  mil- 
lion, $4.72  per  share,  a  27.6%  increase 
over  1971.  One  of  the  longest  rec- 
ords of  uninterrupted  dividends 
among  U.S.  companies— 121  years. 
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Community 
Psychiatric 
Centers 

Nation's  only  publicly  owned  firm 
specializing  in  the  ownership  and  op- 
eration of  acute  psychiatric  hospitals. 
Amex  symbol  CMY. 

Earnings  Per  share  from 

Continuing   Operations 

1968     1969     1970     1971     1972 

110       300       400       490       650 
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Continental 

Telephone 

Corporation 

1972  was  the  twelfth  year  in  which 
revenues  and  sales  ($476,900,000) 
and  net  income  ($52,800,000,  or 
$1.60  per  share)  surpassed  all  previ- 
ous marks.  Continental's  internal 
growth  rate  (stations  added  within 
the  System)  was  7.1%  which  com- 
pares favorably  with  the  1972  inter- 
nal growth  rate  of  all  independent  companies  (6.2%),  the  Bell 
System  (4.9%)  and  the  entire  U.S.  telephone  industry  (5.1%). 
Company  optimism  rests  on  a  firm  base  and  growth  and  prosperi- 
ty should  continue  in  1973.  en 


Consolidated 
Freightways,  Inc. 

CF    is    solidly    based    in    the    growth 
areas  of  freight  transportation.  Its  op- 
erations   include    the    leading    nation- 
wide   motor    freight    system,    a    fast- 
growing     air     f*eitiht     forwarder,     a 
heavy-duty  truck  manufacturer,  and  a 
shipping    affiliate,     Pacific    Far    East 
Line.   1972  was  another  record  year, 
with     revenues     up     23%      to     $591 
million,  net  income  up  13%  to  $23.2  million.  Over  the  last   10 
years,  revenues  have  increased   236%  while   earnings  per   share 
have  increased  800%,  from  22  cents  to  $1.98. 
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Cook  Electric 


Celebrating  75  years  of  service  to  the 
independent  telephone  industry,  Cook 
Electric  ( ASE-CEE  )  manufactures  a 
broad  range  of  sophisticated  telecom- 
munications equipment.  It  is  also  in- 
volved in  telephone  equipment  recon- 
ditioning. With  emphasis  on  creative 
engineering,  and  a  modern  facility, 
Cook  Electric  is  positioned  to  meet 
the  exciting  growth  rate  of  the  in- 
dependent telephone  industry— a 
which  has  exceeded  the  Bell  System  and  the  GNP. 
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Consolidated 
Natural  Gas 
Company 


One  of  the  largest  interconnected  gas 

systems,    Consolidated    serves    nearly 

3    million    customers    at    retail    and 

wholesale  in  Ohio,  Pennsylvania,  West 

Virginia  and  New  York  and  is  a  leader 

in  efforts  to  obtain  new  gas  supplies. 

Earnings   in    1972   were    $62   million 

or  83.30  a  share,  compared  with  $59 

million  or  $3.14  a  share  in  1971.  The  dividend  rate  in  1973  was 

raised  to  $2.03  a  share  from  $1.95.  This  is  the  8th  consecutive 

annual  increase. 
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Crompton  & 

Knowles 

Corporation 

Net  earnings  for  1972  were  up  78'/ 
to  $4.1  million  on  a  53%  improve- 
ment in  sales  to  $122  million.  Spe- 
cialty chemicals— dyes,  colors  and  ad- 
ditives for  textiles,  foods,  pharma- 
ceuticals, cosmetics,  plastics,  paper 
and  leather— were  over  half  of  total 
volume.  Consumable  specialty  chem- 
icals, machinery  repair  parts  and  automotive  components  are 
now  three-quarters  of  Crompton  &  Knowles'  sales. 
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Cubic 
Corporation 


mmm 


$  i  ,    muiion  mark,  while 


A  financially  strong  company  serving 
Six  major  growth  markets:  vertical 
transportation,  recreation,  medical  in- 
dustries, mass  transportation,  indus- 
trial products,  and  defense  systems. 
In  1972,  Cubic  reported  record  high 
sales  and  backlog.  For  22  consecu- 
tive years,  the  company  has  shown 
profits.  Working  capital  topped  the 
total  assets  were  over  $46  million,  and 


stockholder  equity  passed  $25  million. 
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The  Diversey 
Corporation 


Since  1923.  The  Diversey  Corpora- 
tion has  provided  better  chemicals 
for  a  cleaner  world  to  the  institution- 
al, food  processing,  and  many  other 
industries.  In  its  fiftieth  anniversary 
year.  Diversey  \s  sales,  earnings,  and 
earnings  per  share  exceeded  all  previ- 
ous levels.  Net  income  (including  ex- 
traordinary credits )  increased  by 
32%  over  1971  to  $f, 98 1,000  or  $1.51  per  share.  Worldwide 
sales  (including  50%  owned  companies)  grew  12.5%  to 
$68,567,000.  Continued  growth  is  anticipated  in  1973. 
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Damon 
/\^  Corporation 

^J"^^%  Predominantly  a  medical  services  and 

products     company,     Damon     earned 
%J  ■juny-jf '  $113    per    share    in    fiscal     1972    on 

^^^^jj  sales  of  $93.5  million  and  net  income 

^Lg/r  of   $7   million,    compared   with    $.89, 

$81.3    million    and    $5.3    million,    re- 
spectively, for  fiscal   1971.  In  human 
medicine,    Damon    provides    diagnos- 
tic medical  laboratory  services,  instru- 
mentation,  biological   products  and  reagents.   In  animal   health, 
Damon  produces  veterinary  instruments,  biologicals  and  pharma- 
ceuticals. 
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Dynatech 
Corporation 


An  international  medical  products 
company  holding  significant  positions 
in  two  fields  of  medical  technology- 
immunology  and  cryosurgery.  Clini- 
cal and  research  laboratories  use 
Dynatech's  Microtiter®  system  to  de- 
termine the  body's  immune  response 
to  diseases.  Most  cataract  operations 
as  well  as  many  gynecolouical  and 
dermatological  procedures  now  employ  cryosurgery.  Sales  for 
the  year  up  20%  to  $7  million,  earnings  up  substantially.  Trad- 
ed OTC. 
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Dayco 
Corporation 


Record  sales  ($341,465,922)  and  the 
company's  second  best  year  in  profits 
($8,175,705)  were  achieved  during 
1972  at  Dayco,  a  diversified  manu- 
facturer of  rubber,  plastic  and  chem- 
ical products.  Forecasts  for  1973  in- 
dicate sales  should  be  more  than  10 
per  cent  ahead  of  last  year  with  prof- 
its increasing  by  12  to  15  per  cent. 
Leading  1972's  record  performance  was  Dayco's  engineered  in- 
dustrial products  group.  The  other  product  groups  (plastic  and 
chemical,  consumer  and  automotive)  and  the  international  opera- 
tions were  in  tiumental  in  the  company's  success  in  1972. 
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ESB 
incorporated 


Pioneer  in  the  batten  industry.  To- 
day, the  largest  producer  of  batteries 
for  every  application  including  rec- 
reational vehicles,  pocket  computers, 
fork  lift  trucks,  communications  sys- 
tems, automobiles,  aircraft,  flashlights 
and  portable  tape  recorders.  ESB  also 
markets      electric      motors.       Personal 

safety      equipment      Uninterruptible 

Power  Systems.  Medical-electronic  devices.  Building  panels. 
Corrosion-resistant  materials.  Seventy-two  yean  oi  continuous 
dividends.  Annual  sales  currently  at  rate  of  $370  million. 
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Diebold  Venture 
Capital  Corp. 


The  company  provides  venture  capi- 
tal for  new  enterprises.  Its  objective 
is  long-term  capital  appreciation 
through  equity  investment  in  compa- 
nies engaged  in  fields  such  as  medical 
technology,  communications,  com- 
puters, environmental  control  and  in- 
strumentation. A  closed  end  invest- 
ment company  listed  on  the  Ameri- 
can Stock  Kxchange  (DV),  it  realized  a  $1.3  million  increase  in 
net  asset  value,  about  9%,  in  1972. 
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E-Systems, 
Inc. 


E-SYSTEMS  INC 


In    a    landmark    year,    this   27->  ear-old 

company  exhibited  new  vigor  and  be 

came  completely  independent  under 
its  new  name,  IvSystcms,  Inc.  Earn 
ings  increased  to  $3,177,000  ($.61  pe. 
share)  on  sales  of  $156,102,000.  Pri- 
marily a  sophisticated  electronics  com- 
pany,   E-Systems   serves   commercial, 

industrial,  military,  and  international 
customers.  Products  range  from  tactical  ladios  and  commercial 
satellite  antennas  to  automated  mail  handling  equipment   and  .in 

navigation  devices.  AMEX  Symbol;  ESI 
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Easco 
Corporation 

Easco's  principal  business  activities, 
after  a  corporate  reorganization  in 
November  1972,  now  include  hand 
tools,  aluminum  products  and  engi- 
neering services.  Reflecting  strong  de- 
mand for  its  hand  tools  and  alumin- 
num  products,  income  from  opera- 
tions in  1972  increased  41%.  Earnings 
per  share  amounted  to  $1.62,  com- 
pared with  $1.08  in  1971.  Net  sales  advanced  19%  to  $133  mil- 
lion from  $112  million.  The  Annual  Report  introduces  Easco  and 
discusses  its  more  visible  growdi  opportunities  in  consumer 
markets. 
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Elco 
Corporation 


Elco  (American  Stock  Exchange)  has 
reported  significant  operating  gains  for 
the  first  half  of  fiscal   1973.   Net  in- 
come totaled   $245,785,   equal   to    17 
cents    per    share,    compared    with    a 
$5,803  loss  in  the  first  half  a  year  ago. 
Incoming  orders  increased  78%  during 
the  latest  period,  and  continued  gains 
are    anticipated.     Elco    manufactures 
electronic  components,  audio  visual  equipment,  and  lighting  de- 
vices and  systems  to  improve  safety  on  highways,  at  sea  and  in 
the  air. 
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FMC  Corporation 

1972  was  a  year  of  change  at  FMC. 
Selective  reorganization  under  new  top 
management  gave  this  90-year-old 
machinery  and  chemical  producer 
stronger  market-orientation  on  a  world- 
wide basis,  and  record  sales  of  $1.5 
billion.  You'll  catch  the  spirit  of  the 
change  in  our  Annual  Report,  be- 
ginning with  the  new  corporate  trade- 
mark on  its  cover. 
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Family  Dollar 
Stores 

The  fastest  growing  discount  depart- 
ment store  chain  with  over  150  stores 
serving  the  Southeast.  Family  Dollar 
Stores  is  committed  to  growth  through 
selective  and  vigorous  expansion  and 
demonstrates  a  5-year  compounded 
growth  of  over  35%  in  sales  and  earn- 
ings. Fiscal  1972  sales  were  $37.1 
million,  up  from  $27.4  million  in  fis- 
cal 1971.  Net  earnings  rose  to  $2.2  million  in  1972,  up  from  $1.6 
million  in  1971.  Earnings  per  share  increased  to  $.56  from  $.42 
in  the  same  period.  Listed  Amex,  Ticker  Symbol  FDO,  P.O. 
Box  8348,  Charlotte,  N.C.  28208. 
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Essex 
International,  Inc. 

$696.4  million  1972  sales;  $2.01  earn- 
ings reflect  record  43-year  growth  for 
Essex  (NYSE/EXC).  Over  100  plants 
of  multinational  manufacturer  supply 
electrical/electronic  products-systems- 
controls-to      Automotive,      Appliance, 
Construction,       Utility,       Telephone, 
Trucking,     Consumer     Markets,    plus 
aftermarket.  From  underground  cables 
to  microscopic  computer  circuitry,  products  needed  for  things  that 
move,  light-up,  emit  sound,  heat  or  cool.  Existing  facilities  pro- 
grammed for  continued  annual  growth  of  10%  to  12%. 
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finance  Corporal  Ina 

Family  Finance 
Corporation 


Family  (NYSE)  operates  439  con- 
sumer finance  offices  in  26  states  and 
99  retail  furniture  stores  in  the  south- 
east. Fiscal  year  ends  June  30.  Last 
Annual  plus  6-month  Interim  ( Dec. 
31,  1972)  available.  The  Company  re- 
ports increased  earnings  per  share 
for  sixth  consecutive  comparable 
quarter.  First  half  earnings  were  85 
cents  a  share,  up  29%.  First  half  Consumer  Finance  volume  was 
$219.4  million,  up  12%.  Receivables  were  $347  million  at  Dec. 
31,  up  9%.  Merchandising  Division  net  income  first  half  was 
$1.5  million,  up  81%.  Third  quarter  dividend  was  increased 
20%  to  18  cents  a  share.  QJ 


Evans  Products 
Company 

The  Building  Products  Company  is 
rapidly  growing  in  high  profit  mar- 
kets. 1972  revenues  of  $948  million 
up  30%,  profits  up  47%.  Serves  do-it- 
yourselfers  through  coast-to-coast 
chain  of  retail  building  materials 
stores.  The  leading  national  precut 
home  producer  (9,523  homes  last 
year)    and  a   leading  supplier   to   the 

mobile  home  industry.  Achieving  its  goal  to  become  the  nation's 

top  building  materials  marketer. 
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Ferro 
Corporation 

Ferro  Corporation  set  record  sales  and 
earnings  in  1972:  Earnings  increased 
to  $3.14  per  share,  a  44%  increase  over 
1971,  and  sales  reached  $204.8  mil- 
lion, marking  Ferro 's  12th  consecutive 
year  of  growth.  Half  of  Ferro's  sales 
came  from  its  manufacturing  opera- 
tions outside  the  U.S.  Ferro,  listed  on 
the  NYSE,  has  manufacturing  facili- 
ties in  17  countries  throughout  the  world.  Ferro  produces  specialty- 
plastic  and  ceramic  materials  primarily  for  the  housing,  appliance 
and  household  furnishings  markets. 
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Financial  General 
Bankshares  Inc. 


Financial  General  Bankshares  is  the 
largest  interstate  banking  group  in  the 
eastern  United  States.  Holding  inter- 
ests in  25  hanks  and  2  mortgage  bank- 
ing companies,  with  more  than  half 
of  its  banks  in  the  fast-growing  Wash- 
ington Metropolitan  Financial  Region, 
Financial  General  Bankshares  has  had 
compound  annual  growth  of  over  10% 
in  total  assets  and  over  13%  annual  growth  in  Net  Income  over 
the  five  year  period.  Currently  pending  acquisitions  make  future 
growth  potential  even  better.  Listed  on  the  American  Stock 
Exchange  since  1945. 

69 


franklin     Franklin 

ELECTRIC       r'  a'  ,A  ,u  ' 

Electric 

During  1972,  Franklin  Electric,  the 
leading  manufacturer  of  submersible 
motors,  increased  ( 1 )  sales  by  44% 
to  $64.4  million,  (2)  net  income  by 
43%  to  $3.0  million,  and  (3)  its  mar- 
ket potential  three  and  a  half  times 
by  acquiring  a  fractional  horsepower 
motor  business  for  $8.5  million  in 
cash.  Approximately  80%  of  sales  are 
in  a  broad  line  of  electric  motors  and  20%  are  in  automatic 
packaging,  weighing,  labeling  and  wrapping  systems  for  indus- 
trial applications  and  supermarkets. 
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First  National 
Holding  Corp. 


|^^^^^|        A   one-bank   holding  company  whose 
1^^.  components  provide  a  broad  range  of 

financial  services  throughout  the 
Southeast.  Principal  subsidiary,  The 
First  National  Bank  of  Atlanta,  is  old- 
est in  Adanta  and  second  largest  in 
assets  in  Georgia.  Financial  Services 
in  addition  to  commercial  banking  in- 
clude bank  credit  card,  consumer  fi- 
nance, commercial  finance,  real  estate  and  computer  services. 
Subsidiaries  operate  in  Georgia,  Florida,  Alabama,  Mississippi, 
Louisiana  and  are  pending  in  North  and  South  Carolina.  Young 
management  team  dedicated  to  aggressive  marketing  of  financial 
services  to  the  dynamic  Southeast.  70 


Fruehauf 
Corporation 

In  1972,  Fruehauf  Corporation  re- 
corded the  most  successful  year  in  its 
history  with  sales  in  excess  of  $550 
million.  The  worldwide  transporta- 
tion equipment  company  increased  its 
position  of  leadership  in  the  manu- 
facture, sale  and  leasing  of  truck 
trailers,  containers  and  container- 
handling  equipment. 
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Fisher  Foods, 
Inc. 

Fisher  Foods  had  record  sales  of  $650 
million  in  1972,  and  record  earnings 
of  $1.40  per  common  share.  The  com- 
pany, one  of  the  fastest  growing  in 
its  industry,  now  operates  176  food 
stores  and  food  departments  in  Ohio, 
Illinois  and  California,  31  fast  food 
restaurants  in  Ohio  and  Illinois,  and 
eight  junior  discount  department 
stores  in  Pittsburgh. 
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The  Garcia 
Corporation 


The  Garcia  Corporation,  with  record 
sales  of  $64  million  for  the  year  end- 
ed July  31,  1972,  is  one  of  the  world's 
major  marketers  of  sports  equipment. 
Historically,  the  company  is  best 
known  as  a  distributor  and  manufac- 
turer of  fishing  tackle.  In  recent  years, 
it  has  become  a  dominant  factor  in 
ski  equipment.  The  recent  acquisition 
of  The  Lange  Co.  reinforces  this  position.  In  fiscal  1973,  Garcia 
is  experiencing  substantial  growth,  including  a  doubling  of  sales 
in  its  tennis  division.  The  sporting  arms  division  continues  its  pat- 
tern of  solid  growth. 
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The  Fluorocarbon 
Company 

The  Fluorocarbon  Company  is  a  lead- 
ing processor  and  fabricator  of  high 
performance  industrial  plastics,  sili- 
cone rubbers  and  other  non-metallic 
materials.  Approximately  one  half  the 
sales  volume  consists  of  proprietary 
products.  Sales  for  the  fiscal  year 
ended  January  31,  1973  increased 
33%  to  $7.5  million  and  net  income 
increased  92%  to  $341,133  or  $1.16  per  share. 
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Garlock  Inc. 

Garlock's  10  year  growth  in  earnings 

per  share  lias  ranked  in  the  top  50  ol 
the   1,000  largest   industrial  companies 

in  recent  years.  In  1072  multinational 

operations  produced  sales  ol  $105 
million  and  the  twelfth  consecutive 
year  of  record  earnings.  Garlock  man- 
ufactures    Industrial    seals    and    other 

engineered  components  with  plants  in 

eight    countries   and    1072   sales    in    83 

countries.  NYSE  tJckei  symbol:  GAK. 
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Genstar  Limited 


A  diversified  and  growing  Canadian 
Company  with  operations  in  Canada 
and  in  the  United  States.  Principal 
manufacturing  activities  include  ce- 
ment, building  materials,  chemicals 
and  fertilizers;  other  major  operations 
are:  heavy  construction,  land  devel- 
opment and  housing,  marine  trans- 
portation and  venture  capital.  Consol- 
idated earnings  in  1972  were  $15  mil- 
lion on  sales  of  $359  million.  Earnings 
per  share  were  $1.67  up  37%  from  1971.  Genstar  is  listed  on  all 
major  Canadian  exchanges  and  on  the  New  York  Stock  Exchange. 
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Globe  Life  And 
Accident 
Insurance 
Company 

RECORD  OF  PERFORMANCE 

"Adjusted  net  earnings  up  23% 

1972    HIGHLIGHTS 

Life  Insurance  $   1.2  billion 

Total  Assets  $55.1  million 

Capital  &  Surplus  $19.2  million 

Total  Income  $36.6  million 

Net  Income  $  4.7  million 

"Adjusted  Income  $2.06  per  share 

Calculated  by  A.M.  Best  Co./NASDAQ  symbol-GBLF. 
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Based  in  Oklahoma 
City  and  operating 
in  47  states. 


Gif ford-Hill  & 
Company,  Inc. 

Sales  and  earnings  again  set  new 
highs.  Per  share  earnings  rose  19%  to 
$2.21.  Revenues  were  $146  million. 
Growth  opportunities  resulted  in  capi- 
tal expenditures  of  $22.4  million,  al- 
most double  those  of  any  previous 
year;  $44.1  million  is  budgeted  for 
1973.  External  expansion  continued 
with  two  acquisitions.  Operations  in- 
clude construction  materials,  concrete  products,  agricultural  and 
industrial  products,  specialized  trucking  and  land  development. 
NYSE:  GFH. 
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•^SF        ^  Grolier,  Inc. 

Grolier,  founded  in  1895,  is  an  inter- 
national diversified  company  with 
products  and  services  in  the  fields  of 
learning,  living  and  leisure-time  ac- 
tivities. A  major  growth  company,  it 
is  the  nation's  largest  publisher  of  en- 
cyclopedias and  reference  works  in 
fc  many  languages.  It  also  produces 
children's  books,  educational  and  au- 
dio-visual materials,  manufactures 
mobile  homes  and  operates  mobile 
and  leisure  home  communities  in  six  states.  Sales  in  1972  rose  14% 
to  $292  million.  Profits  were  $9.6  million,  equal  to  $1.60  a  share. 
Traded  on  the  New  York  Stock  Exchange.  Ticker  symbol:  G1R. 
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Gilbert 

Flexi-Van 

Corporation 


Gilbert  Flexi-Van  Corporation  pro- 
poses to  change  jts  name  in  June  to 
■l/jQklYI  Flexi-Van      Corporation.      The      name 

w^«l"  change    reflects    major    thrust   of   the 

company's  business  in  worldwide 
transportation  leasing  of  intermodal 
containers.  In  1972  earnings  before 
taxes    rose   52%    to    $10.8-million,    on 

consolidated  revenues  $56.3-million.  In  the  past  5  years  earnings 

before  taxes  increased  an  average  of  49%  a  year. 

79 


Harsco 
Corporation 

Harsco  is  a  worldwide  organization 
with  29  diversified  classes  of  products 
and  services  and  with  operations  fall- 
ing into  five  major  groups:  Primary 
Metals,  Construction,  Fabricated  Met- 
als, Defense  and  International.  The 
Company  has  190  manufacturing,  dis- 
tribution and  service  facilities  in  the 
U.S.  and  10  foreign  countries.  In 
1972  sales  were  $352,016,000  and  consolidated  income  was 
$18,197,000  before  a  flood  loss  of  $975,000  after  taxes.  1972  net 
income  was  $17,222,000  or  $2.19  per  share. 
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Globe 
Industries,  Inc. 


With  its  full  scale  entrance  into  sound 
control  products  for  the  construction 
field  as  well  as  for  general  industry, 
Globe  (ASE)  became  a  major  factor 
in  the  combating  of  noise  pollution 
problems.  This,  and  its  expansion  into 
factory  built  housing  and  steel  studs 
have  comprised  the  company's  latest 
and  most  significant  diversification 
projects.  Globe,  a  leading  manufacturer  of  automotive  sound  con- 
trol products,  roofings  and  sidings,  enjoyed  a  17%  sales  rise  to 
$22,501,677  and  a  net  income  of  $1,562,619  in  1972  .  .  .  both  fig- 
ures reflecting  new  company  records.  Company  management  antic- 
ipates 1973  to  be  still  another  record  breaking  year.  qa 


Hawaiian  Airlines, 
Inc. 


Hawaiian  Airlines,  Inc.,  founded  in 
1929,  had  its  best  year  in  1972,  earn- 
ing $2,111,000  or  $1.54  per  share  on 
operating  revenue  of  $37.5  million. 
Carrying  2,180,540  passengers  in 
1972,  Hawaiian  is  the  principal  air- 
line of  Hawaii.  The  Island  State  is 
one  of  the  fastest  growing  resort  areas 
in  the  world  and  almost  totally  de- 
pendent on  air  service  for  inter-island  travel.  Hawaiian  also  car- 
ries nearly  90%  of  all  inter- island  air  freight.  An  all-jet  operation 
in  1973,  Hawaiian  operates  nine  115-seat  DC-9  aircraft  between 
eight  airports  on  the  six  major  islands.  Hawaiian  is  listed  on  both 
the  Pacific  Coast  and  the  Honolulu  Stock  Exchanges.  qa 
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Hercules 
Incorporated 


A  worldwide  corporation,  Hercules 
serves  virtually  every  major  industry 
with  a  wide  variety  of  chemical  prod- 
ucts. Hercules  is  also  in  agriculture, 
automobiles,  construction,  fashion, 
food,  packaging,  pollution  abatement, 
recreation  and  space  to  name  a  few. 
Sales  of  Hercules  and  its  consolidat- 
ed subsidiaries  increased  for  the  14th 
consecutive  year,  reaching  a  record  $932  million.  Net  income 
rose  27.8%  equivalent  to  S3.50  per  share,  compared  with  $2.78 
in  1971. 
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How  met 
Corporation 

Howmet  Corporation  (NYSE/PCSE) 
is  a  leading  manufacturer  of  gas  tur- 
bine components  and  an  integrated 
producer  and  fabricator  of  aluminum. 
Sales  in  1972  increased  by  8%  to  $288 
million.  The  report  emphasizes  the 
growing  importance  of  Howmet's  Gas 
Turbine  Components  Group  and  dis- 
cusses the  expansion  of  its  Alumin- 
um Group's  fabricating  capacity.  The  Company's  plans  and  fu- 
ture outlook  are  also  described. 
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Hoerner 
Waldorf 
Corporation 

Over  8%  average  annual  compounded 
growth  rate  in  net  income  and  earn- 
ings per  share  is  only  part  of  Hoer- 
ner Waldorf's  exciting  growth  story 
of  the  past  ten  years.  Our  plants  in 
25  states  produce  packaging  items, 
such  as  corrugated  boxes,  folding  car- 
tons, bags,  recycled  boxboard,  kraft 
papers,  packaging  machinery  and  oth- 
ers. We  are  listed  on  the  New  York  Stock  Exchange— ticker 
symbol:  HWC. 
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IS/  Corporation 


ISI  Corporation  reported  earnings  of 
$4.4  million  or  40  cents  per  share  for 
the  year  ending  December  31,  1972, 
compared  to  $509,000  or  5  cents  per 
share  for  1971.  ISI  Corporation  is  a 
San  Francisco-based  international  fi- 
nancial services  organization.  Its  sub- 
sidiaries include  3  life  insurance  com- 
.  „,  _,  panies  in  California  and  England,  a 
marketing  distributing  arm,  and  a 
brokerage  operation.  ISI  serves  as  in- 
vestment advisor  for  3  mutual  funds,  the  ISI  Trust,  Income,  and 
Growth  Funds.  ISI  Corporation  is  in  the  process  of  acquiring  a 
California  savings  and  loan  association  subject  to  approval  of 
regulatory  agencies. 
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Hospitality 
Motor  Inns,  Inc. 


\'t1',   *fh,.MO^y-l  1. 


Hospitality  is  an  integrated  food  ser- 
vices and  lodging  company  which 
owns  and  operates  luxury  motor  inns, 
family  restaurants,  and  cafeteria  and 
vending  services  in  a  style  a  cut  above 
the  rest  of  the  industry.  Earnings  rose 
35%  in  1972  to  $1.9  million  on  sales  of 
$40.4  million.  Since  1969,  EPS  have 
climbed  from  $.07  to  $1.31.  Hospital- 
ity has  started  on  a  new  five-year  plan  for  growth  to  capitalize  on 
its  currently  debt-free  net  worth  of  $31  million.  A  near-30%  in- 
crease in  rooms  is  underway  with  another  20%  anticipated  to  start 
by  year  end. 
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IU  International 

IU  International  is  a  balanced  com- 
pany growing  in  three  worldwide 
markets— energy,  transportation/dis- 
tribution, environmental.  Sales  in 
1972  reached  $1.2  billion,  up  12%. 
Net  income  jumped  17%  to  $58.7  mil- 
lion, or  $1.88  a  share.  Since  1963, 
earnings  have  increased  at  compound 
rate  of  15.8%  yearly.  Dividend  was 
raised  for  28th  consecutive  year  in 
1972. 
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House  of  Ronnie 


A  major  manufacturer  of  popular- 
priced  little  girls'  and  ladies'  lingerie 
and  sportswear,  House  of  Ronnie  has 
achieved  an  outstanding  record  of 
continuous  growth  since  its  inception. 
Well  known  to  the  consumer  for  its 
quality  apparel,  the  company  is  also 
recognized  in  its  industry  as  an  inno- 
vator of  highly  successful  merchan- 
dising techniques.  House  of  Ronnie  is  listed  on  the  ASE. 

Sales  Net  Income       E/P/S 

$14,110,686         $    867,309         $.49 
20,148,043  1,079,941  .77 

13,194,039  639,984  .50 

10,600,038  415,035  .39 


Ivaco  Industries 
Limited 


Six  Months  12-31-72 

y/e/6-30-72 
y/e/6-30-71 
y/e/6-30-70 


from 
from 
ord  $ 
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Ivaco  is  a  lame  producer  ot  steel  rod, 

wire  and  wire  products,  nails.  List- 
eners,   axles,    and    machined    parts.    Its 

manufacturing  facilities  comprising 
eight  plants,  employing  1,500  people 
arc  located  at  Marieville,  Que., 
L'Orignal  and  [ngersoll,  Out.,  and 
Bnllal...    N.Y.    Net   earnings   in    V 

were     a     record     $4,617,841      up 
$3,679,742   in    1971.   Sales   rose    to   a   record    $53.9    million 
$43.2  million.    Net   earnings  per  share   in    H)72   were  a    o, 
1.22  up  from  $1.04  in  1971. 
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Kar  Products, 
Inc. 

Serving  maintenance,  safety  and  se- 
curity needs  of  35,000  customers  in 
commerce,  industry,  government  and 
utilities,  Kar  markets  nationally  more 
than  11,000  products  through  five  dis- 
tribution centers.  The  Company, 
headquartered  in  Des  Plaines,  Illinois, 
employs  250  salesmen.  Products  in- 
clude fasteners,  fittings,  industrial 
hardware,  tools,  shop  supplies,  chemicals,  and  automotive  after- 
market  equipment.  1972  sales  increased  21%  to  $15,683,889.  Net 
income  of  $1,067,185,  or  93  cents  per  share,  represented  a  34% 
gain  over  1971  income  and  earnings. 

KAR  -  KEEPING  THINGS  MOVING 
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Leaseway 

Transportation 

Corp. 


Leaseway  Transportation  Corp.,  a 
major  service,  leasing,  and  trans- 
portation company,  reported  record 
revenues  and  earnings  for  1972.  Net 
was  $16,376,000  or  $2.41  per  share, 
compared  with  $13,809,000  or  $2.04 
per  share  after  giving  retroactive  ef- 
fect to  two  3  per  cent  stock  dividends 
in  1971,  a  3-for-2  stock  split  in  February  1972  and  a  4  per  cent 
stock  dividend  in  December  1972.  Revenues  were  $363,063,000, 
against  $330,031,000  in  1971. 
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Kentucky  Central 
Life  Insurance 
Company 


LEISURE  LODGES,  INC. 


Kentucky  Central  Life  moved  for- 
ward at  an  accelerated  pace  in  1972, 
recording  a  new  high  in  life  insur- 
ance sales  of  $739  million,  an  in- 
crease of  21%  over  the  previous  year, 
compared  to  an  industry-wide  aver- 
age gain  of  9%.  Now  in  its  71st  year 
of  operations,  Kentucky  Central  Life 

has  more  than  $2  billion  of  life  insurance  in  force  and  maintains 

sales  and  service  offices  coast-to-coast. 
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1972   company   operated, 


Leisure 
Lodges,  Inc. 

Fort  Smith,  Arkansas-based  nursing 
home  company.  1972  patient  revenues 
were  record  $11,403,773.  Pre-tax  prof- 
its were  $2,012,417.  Per  share  earn- 
ings 79  cents,  after  taxes  and  exclud- 
ing extraordinary  items.  Seven  new 
homes  opened  during  1972;  two  oth- 
ers acquired  by  lease  and  profitably 
sub-leased  to  other  operators.  End  of 
or   had   leased   to   others,    56   homes, 


5,214  beds,  compared  with  44  homes,  3,818  beds  end  of  1971. 
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Kulicke  and 
Soffa  Industries, 
Inc. 


Kulicke  and   Soffa   Industries,   Inc.  is 
the  largest  independent  manufacturer 
of  semiconductor  assembly  and   pro- 
cessing equipment.  KSI  machinery  is 
the  standard  of  the  industry  due  to 
our    intensive     R&D     programs     and 
stringent  quality  control.  During  fiscal 
1972  (9-30),  we  earned  $399,206  or 
$.43  per  share,  on  sales  of  $10,613,082.  First  quarter  1973  re- 
sults: Net  profit  up  234%  to  $136,000  or  $.15  per  share;  Sales  up 
63%  to  $3,499,000.  Traded  OTC;  NASDAQ  symbol:  KLIC 
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Lenox, 
Incorporated 


A  growing  Company  whose  record 
sales  and  earnings  for  1972  of 
$81,036,509  and  $5,812,816  reflected 
increases  of  13%  and  29%  respectively. 
Lenox,  Inc.  (LNX  on  the  NYSE)  is 
the  leading  manufacturer  of  fine  china 
dinnerware  and  giftware,  handblown 
lead  crystal  and  handcrafted  glass- 
ware, candles,  scented  soaps,  engage- 
ment and  wedding  rings,  high  fashion  jewelry  and  plastic  house- 
wares. 1972  included  an  "extra"  2%  stock  dividend  in  addition  to 
the  regular  50  cent  per  share  cash  dividend.  With  two  acquisitions 
consummated  in  1972,  Lenox's  1973  outlook  points  to  a  con- 
tinued upward  course.  qq 


LCA 
Corporation 

LCA  Corporation  is  a  major  factor  in 
the  residential  lighting  fixtures,  lamps 
and  decorative  clocks  markets  and  a 
leading  producer  of  quality  kitchen 
appliances  and  cookware.  LCA  re- 
corded a  sales  increase  of  35%  in 
1972,  to  $234.6  million.  Earnings  rose 
48%  to  $19.3  million.  Our  10-year 
compound  annual  growth  rates:  sales, 

18.9%;   net  earnings,  31.7%;   earnings  per  share,  25.2%.   AMEX 

listed. 
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Lindberg 
Corporation 


Lindberg  Corporation  is  the  nation's 
largest  commercial  heat  treating  com- 
pany, serving  metal-working  indus- 
tries from  16  plants  located  in  indus- 
trial centers  throughout  the  country, 
and  from  two  international  affiliates 
in  Sao  Paulo,  Brazil,  and  Montreal, 
Canada.  During  1972,  earnings  in- 
creased 155%  over  the  previous  year 
on  a  sales  increase  of  16%.  Operations  thus  far  into  1973  continue 
to  show  comparable  strength.  The  company's  common  shares  are 
listed  in  the  national  NASDAQ  quotes  under  the  symbol,  LIN. 
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Lone  Star 
Industries,  Inc. 


The  Western  Hemisphere's  largest 
producer  of  cement  obtained  32%  of 
its  1972  sales  from  this  essential 
building  material.  Another  35%  came 
from  the  distribution  of  lumber  and 
other  building;  materials  to  contractors 
and  to  the  fast-growing  do-it-yourself 
home  improvement  market.  Revenues 
1972  were  up  24%  over  1971  and 

now  exceed  $500  million  annually.  Net  income  in  1972  was  Y2% 

ahead  ol  1971  am!  $33  above  1970. 
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and  earnings  per  share 


shares  outsanding.  NASDAQ  symbol  MCDL. 


McDowell 
Enterprises,  Inc. 

A  diversified  heavy  construction  and 
real  estate  development  corporation 
operating  throughout  the  Southeast. 
The  company  owns  or  has  options  on 
approximately  9500  acres  of  inter- 
state-oriented property  primarily 
around  interchanges.  Total  rev- 
enues for  1972  advanced  38'«  to 
S52,246,131;  net  earnings  after 
taxes  increased  39%  to  $2,028,397; 
climbed  to  $1.57,  up  20%  on   16%  more 
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Long  Island 
Lighting  Company 


Revenue  from  sales  of  electricity  to 
the  2?4  million  residents  of  LILCO's 
service  area,  more  people  than  in 
each  of  25  states,  rose  11%  in  1972. 
System  gas  revenue  was  up  13%. 
LILCO's  earnings  per  share  were 
$2.20.  The  annual  common  stock  div- 
idend rate  was  raised  to  SI. 46  in 
March  1973.  LILCO  shareowners  can 
automatically  reinvest  their  common  dividends  at  no  cost. 
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Mann 

Manufacturing, 

Inc. 


Mann  Manufacturing,  Inc.,  manufac- 
turer and  distributor  of  fashion  jeans 
ami  slacks  for  young  people,  reported 
record  earnings  of  $789,780  in  fiscal 
1972.  on  sales  of  $27,280,189.  For  the 
first  quarter  of  fiscal  1973,  sales  in- 
creased 26%  and  earnings  rose 
67',.  The  company's  stock  is  listed  in 
NASDAQ  under  the  symbol  ""MANN." 
Headquarters:  P.O.  Box  10339.  El  Paso,  Tex.  79994 
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Lowe's 

irm^B  C°mPan,es>  inc- 

How  do  you  judge  a  growth  compa- 
ny? Lowe's  internal  growth  rate  in 
earnings  per  share  has  been  23%  com- 
pounded annually  for  the  last  15 
years,  and  26%  for  the  last  5  years. 
Lowe's  resources,  its  marketing  oppor- 
tunities, and  its  continuing  growth  po- 
tential are  described  in  the  1972  An- 
•  \  IBl  nual  Report. 
Lowe's  Awards  and  Recognition  From 

1972  Gold  Oscar  Winner Financial  World 

1970  Brand  Name 

Retailer  of  the  Year Brand  Names  Foundation 

One  of:   101  Growth  Stocks Merrill  Lynch         203 


Masco 
Corporation 

Masco  manufactures  faucets,  recrea- 
tional and  other  specialty  products 
for  the  home,  and  cold  extruded  and 
other  precision  industrial  components 
for  industry.  By  providing  superior 
value  to  customers  in  markets  with 
above-average  growth  potential,  Mas- 
co has  achieved  increased  earnings 
lor  sixteen  consecutive  years. 
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McDonough  Co. 


McDonough,  a  diversified  manufac- 
turer and  retailer,  has  reported  quar- 
ter-to-quarter gains  in  earnings  for 
fourteen  consecutive  quarters.  Product 
lines  include  footwear,  lawn  and  gar- 
den tools,  and  building  materials  in- 
cluding cement,  aggregates,  and  con- 
crete. During  March,  1973  the 
Company  split  its  common  stock  2-for- 
1.  For  the  year  ended  January  31, 
1973  sales  were  up  11%  and  net  in- 
come increased  232  to  $8,871,000.  Per  share  earnings  increased 
151   to  $2.20  per  share.  AMLX-Ticker  Symbol-MDO. 
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Oscar  Mayer 
&  Co. 


million 
lion  in 
of  1972 


Oscar  Mayer  &  ( !o.  is  nationall)   re< 

Ognized  lor  its  leadership  in  food  pro 
ccssing,    p. ii ticulaiK     l.iuiih  conveni 

cute    meat    products,    and     in    the    h 

search    and    development    ol    modern 
packaging    methods.    In    fiscal    1972. 
sales  wen-  S712-million  and  earnings 
were  $15.9-million.  For  the  liist  quai 
tei    ot    fiscal    197),   sales   were   $193 
and  earnings  were  $4.9-million,  compared  to  $167-mil- 
sales  and   |3.6-million   in  earnings   foi    the   liisl   quartet 
NYSE  symbol  isOMC. 
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The  Mead 
Corporation 


Showing  $1,128,790,000  net  sales  in 
1972,  up  7%  over  1971,  Mead's  1972 
Annual  Report  is  a  unique,  38- 
page  tabloid  in  four  sections:  "State 
of  the  Business"  in  perspective  and 
forecast;  "People  and  Responsibilities" 
on  human  resources;  diversified  "Prod- 
ucts;" and  a  complete  "Financial  Re- 
view." The  report  introduces  Mead's 
new  signature  symbolizing  growth  beyond  traditional  paper  mar- 
kets into  industrial  products,  interior  furnishings,  educational  ser- 
vices, consumer  products,  and  new  technology  ventures. 
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Moog  Inc. 


Moog  in  the  fiscal  year  ending  Sep- 
tember 30,  1972  reported  sales  ex- 
ceeding $30  million  for  the  first  time 
in  its  history.  Earnings  were  $1.93  per 
share,  up  from  $1.60  a  year  earlier. 
Continued  growth  is  forecasted  for  the 
current  fiscal  year.  Moog  Inc.  pro- 
duces highly  precise  controls  based 
on  advanced  electronics  and  hydrau- 
lics technology  and  manufactures  nu- 
merically-controlled machine  tools. 
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Medenco,  Inc. 


This  Houston-based  health  services 
company  operates  nine  general  acute 
care  hospitals,  a  respiratory  therapy 
services  contracting  company,  and 
twenty-four  dental  laboratories  and 
branches.  Net  revenues  in  1972  in- 
creased 51%  to  $26,808,724.  Net  in- 
come in  1972  increased  36%  to 
$1,410,149,  or  71  cents  per  common 
share.  The  five-year  compounded 
earnings-per-share  growth  was  23%. 
Cash  dividend  is  2  cents  quarterly.  Acquisition  agreements  will 
increase  hospital  beds  managed  from  827  at  end  of  1972  to  2037 
by  end  of  1974. 
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Moore  and 
McCormack 
Co.,  Inc. 


Moore  and  McCormack  more  than 
tripled  net  income  in  1972  to  $2.70 
a  share  on  revenues  of  $56.9  million. 
In  April  1973,  its  international  ship- 
ping operations  were  significantly 
diversified  through  the  acquisition  of 
Pickands  Mather  &  Co.  PM  mines, 
processes  and  transports  natural  re- 
sources. It  owns  and/or  manages  total  assets  of  about  $1  billion. 
Moore  and  McCormack's  revenues  should  more  than  double  in 
1973. 
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Media  General, 
Inc. 


Nobody  makes  news  like  Media  Gen- 
eral, the  diversified  communications 
company.  In  1972,  we  made  our  im- 
pact in  broadcasting,  publishing,  and 
newsprint  recycling— and  we  contin- 
ued to  operate  one  of  America's  most 
advanced  newspaper  chains.  In  the 
past  seven  years,  excluding  discon- 
tinued operations,   stockholder  equity 

has  more  than  tripled  and  earnings  per  share  have  grown  at  an 

annual  rate  of  15.3  percent. 
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Niagara  Frontier 
Services,  Inc. 


"Some  people  think  Niagara  Frontier 

r  Services,    Inc.    (NFS)    is    merely    an 

aggressive  franchisor  and  operator  of 
^^^         supermarkets  and  convenience  stores. 
.     ^^  Consider  that  NFS  is  also  one  of  the 

^m      ^r  largest  refrigerated  equipment  distrib- 

^M     ^W  utors    in    the   country;    is    the   largest 

^k  service    merchandiser    of    health    and 

■*S  beauty  aids,  toys,  and  housewares  in 
New  York  State;  and  to  a  lesser  degree  operates  a  captive  finance 
company,  insurance  agency,  and  several  restaurants.  1972  reve- 
nues increased  to  $91  million  from  $78  million  and  earnings  to 
$.84  per  share  from  $.54  per  share.  NFS  is  listed  on  the  Ameri- 
can Stock  Exchange."  J  g 


Mississippi 

River 

Corporation 


Mississippi    River    Corporation's    new 
Annual   Report  describes   a   $40  mil- 
lion plan  to  strengthen  our  ownership 
in  the  Missouri  Pacific,  one  of  the  na- 
tion's major  railroads.  Missouri  Pacif- 
'  ic's   1972  achievements,  including  its 
"Railroad  of  the  Year"  award,  are  out- 
lined in  the  report  along  with  our  nat- 
ural gas  pipeline's  major  new  gas  discovery  and  a  24%  expan- 
sion of  our  cement  manufacturing  capacity. 
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Niagara  Share 
Corporation 


A  diversified  closed-end  investment 
company,  independently  managed  and 
listed  on  the  New  York  Stock  Ex- 
change. Investment  objective:  growth 
of  capital  through  selective  diversi- 
fication of  its  investment  portfolio. 
The  44th  Annual  Report  features:  in- 
vestment policies;  growth-oriented 
portfolio;  record  of  investment  man- 
agement; and  distribution  policy  of  payments  from  investment 
income  and  long-term  capital  gains.  Continuous  dividends  for 
37  years. 
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Noel 
Industries,  Inc. 


rKXimOU/TRK/ITK 


A     rapidly     expanding     manufacturer 
specializing  in  jeans  and   related  ap- 
parel for  the  entire  family,  Noel  pro- 
duces   merchandise    aimed   at   Ameri- 
ca's   vast    youth-oriented    market.    A 
substantial  share  of  Noel's  production 
is  identified  with  the  "Live  Ins"  and 
"Green   Apples"   brands,    now    being 
sold  in  many  of  America's  finest  de- 
partment and  high-volume  stores.  Noel  is  expansion  oriented  to 
take    advantage    of   the    strongly    developing    market    for   leisure 
apparel. 
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Oakite  Products 


Annual  Report 
Oakite  Products.  He 


World-wide  industry  knows  Oakite  as 
a  supplier  of  specialty  chemical  prod- 
ucts  for   cleaning:    for   metal   surface 
conditioning;  for  sanitizing:  for  water 
treatment   and   pollution   control.   Ap- 
plications that  help  protect  the  purity 
of   foods,    prolong   the   useful   life   of 
everything   from    appliances    to    auto- 
mobiles and  help  keep  all  manner  of 
industrial   manufacturing   and  process 
equipment  operating  efficiently.    1972 
sales  increased   12  percent,  to  a  record  S30.5  million.   Earnings 
were  up  38  percent.   Stockholders  know    Oakite   as   a   company 
that  has  maintained  its  dividend  record  for  38  consecutive  years. 
NYSE  svmbol  OKT. 
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North  Centra/ 
Airlines,  Inc. 


"A  net  profit  of  $7,536,000-the  larg- 
est in  North  Central's  25-year  history 
—highlights  the  many  records  set  by 
the  company  in  1972.  Revenues 
reached  8120,627,000  and  over  four 
million  passengers  were  carried.  .  .  . 
Earnings  per  share  reached  $.60. 
Based  on  the  company's  impressive 
performance  and  strong  financial  con- 
dition ...  a  cash  dividend  of  $.05  per  share  of  common  stock- 
was  declared  on  January  26,  1973." 
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Odyssey 
Incorporated 


Operating    earnings    almost    doubled 
(98<),    per   share   earnings    rose   68%, 
and   sales   were   up   50?   in    1972   for 
this   manufacturer  of   recreational    ve- 
hicles     and      relocatable      structures. 
(January-February,    1973    sales   were 
over  80V  ahead  of  1972.  and  earnings 
are  outpacing  the  sales  again.  )  Odys- 
sey is  estimated  to  be  the   18th  larg- 
est company  in  the  recreational  vehicle  industry  through  its  Cob- 
ra Industries  subsidiary,  and  Cliff  Industries,  makers  of  relocat- 
able structures,  is  either  first  or  second  lamest  in  its  field.  Trad- 
ed: OTC  NASDAQ:  ODVS. 
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Northeast 
Utilities 


% 


Northeast    Utilities    provides    electric 
and   «as   service   through   four  subsid- 
iary   companies    to    over   one    million 
customers   in   Connecticut  and   West- 
ern Massachusetts.  Six-year,  $2.3  bil- 
lion  construction   program   underway. 
System  companies  again  seeking   rate 
increases   to   maintain   adequate   earn- 
ings.   Earnings    were    increased    from 
$1.30  per  share  in  1971  to  $1.57  per  share  in  1972  on  11%  more 
shares    outstanding.    Dividend    rate   on    common    stock    was    in- 
creased in  first  quarter  to  an  annual  rate  of  $1.02. 
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Omega-Alpha 
Inc. 


A    multi-industry    company    reporting 
for  year  ended   June  30,    1972,   gross 
assets   of   over    $250   million   and   con- 
solidated  net   sales   of  approximately 
S228    million:    comprised    of    and    op- 
erating  through   the   following   major 
subsidiaries:    General    Felt    Industries. 
Inc.— manufactures   carpet   and   carpet 
underlay;     The    Okonite    Company— 
manufactures  electric  wire  and  cable  ranging  from  under  600  to 
500.000  volts:  Transcontinental  Music  Corporation— merchandises 
phonograph   records  and  prerecorded  tapes,  and   North   American 
Acceptance    Corporation-loans    and    mortgage    financing    of    resi- 
dential property;  also  land  development  projects.  123 


Nucor 
Corporation 


Record  sales  (up  29%  to  $83,576,128) 
and  net  earnings  ( up  70%  to 
$4,668,190)  were  achieved  in  1972. 
Nucor  had  a  return  on  1972  average 
stockholders'  equity  of  26%.  During 
the  last  five  years,  Nucor's  compound- 
ed annual  growth  rate  in  operating 
earnings  has  been  over  35%.  Nucor 
is  primarily  a  manufacturing  company 

in  the  metal  products  industry.   Listed  on  the   NYSE   under   the 

ticker  symbol  NUE. 
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Ormont  Drug 
and  Chemical 
Co.,  Inc. 

Ormont  Drug  and  Chemical  <  !o.,  [nc 
produces  pharmaceuticals  in  most  dos- 
age   forms;    markets    one    of    the    most 

complete    ranges    ol    anti  tuberculous 

drugs    available    in    the    U.S.:    has   em 

barked  on  an  acquisition  program, 
designed  to  complement  and   Furthi  i 

its    present    capabilities;    has    brought 

its  research  project  In  1 1 1 « -  field  ol  tu 
i  detection  to  a  p t  oi  neat  term 

decision!  |ust  what  does  Ormont  dor1  Oimont  woiks  to  serve  in. m! 
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PRT  Systems 
Corporation 


The  company  and  Franklin  Institute 
Research  Laboratories  have  combined 
to  expand  transit  technology  with  in- 
novative monorail  and  ground-level 
systems.  The  unique,  pollution-free 
systems  incorporate  scientific  advance- 
ments especially  formulated  for  peo- 
ple-movers—hydrostatic levitation  and 
linear  induction  motors.  The  company 
is  working  closely  with  city  officials  to  develop  its  "Astroglide" 
personal  rapid  transit  network  for  Chicago,  Miami,  London  and 
Paris,  along  with  other  cities,  airports,  universities.  OTC  listed. 
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Peoples  Gas 
Company 

One  of  the  country's  largest  natural 
gas  systems— production,  transmission, 
storage  and  distribution.  Serving  14 
million  people  with  operations  in  12 
states.  Assets:  over  $1.5  billion.  In 
the  past  ten  years,  per  share  earnings 
(before  investment  tax  credit)  in- 
creased 175%  while  dividends  in- 
creased 160%.  Current  payout  56 
cents  quarterly. 
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Pan  Ocean 
Oil  Corporation 

Pan  Ocean  is  an  international  oil  and 
gas  exploration  company,  with  major 
interests  in  the  North  Sea,  Arabian 
Gulf,  Nigeria,  Peru,  Indonesia  and 
Canada.  The  company's  holdings  to- 
tal approximately  68  million  gross 
acres  in  17  countries.  The  past  year 
has  been  highlighted  by  a  signifi- 
cant gas-condensate  discovery  in  the 
Norwegian  Sector  of  the  North  Sea,  and  a  $21.5  million  joint 
venture  with  Gulf  Oil  for  exploration  and  development  of  2.4 
million  gross  acres  in  Canada.  The  company  also  has  interests  in 
major  uranium,  coal  and  fluorspar  deposits  in  the  U.S.  and 
Canada.  126 


Philadelphia 
Electric  Company 

An  investor-owned  utility  serving  a 
2475-square-mile  territory  in  south- 
eastern Pennsylvania  and  northeast- 
ern Maryland.  —More  than  $3.2  bil- 
lion invested  in  electric,  gas,  and 
steam  facilities.  —Outlays  of  an  addi- 
tional $3.2  billion  scheduled  for  ex- 
pansion and  improvement  during  the 
next  five  years.  —Dividends  paid 
every  year  since  1902. 
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Peachtree  Door 

Peachtree  Door  is  an  Atlanta-based 
manufacturer  of  wood  and  aluminum 
framed  patio  doors  and  steel  bi-fold 
closet  doors.  In  1972,  the  Company 
set  records  in  sales  of  each  of  its 
products  and  its  net  earnings  increased 
100%.  Sales  were  more  than  $15  mil- 
lion and  net  income  exceeded  $1  mil- 
lion. The  Company  markets  its  prod- 
ucts in  39  states.  Traded  OTC, 
NASDAQ  Symbol  PCHD. 
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Phone-Mate 

The  year  1972  witnessed  the  emer- 
gence of  Phone-mate,  Inc.  as  the  un- 
questioned sales  leader  and  innovator 
in  the  field  of  telephone  answering 
machines.  This  is  Phone-mate's  first 
annual  report,  following  a  public  of- 
fering in  January  of  1973.  It  shows  a 
quadruple  jump  in  sales  and  an  eight- 
fold increase  in  earnings.  Phone-mate, 
Inc.,  335  Maple  Ave.,  Torrance,  Ca. 
90503. 
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Pennsylvania 
Power  &  Light 
Company 


Pennsylvania  Power  &  Light  Compa- 
ny  (PP&L)   supplies  electricity  in  29 
counties    in   central    eastern    Pennsyl- 
vania.  On   the   doorstep   of  the   New 
York-Philadelphia-Washington    mega- 
lopolis, PP&L  serves  a  10,000  square 
mile  area  which  includes:  Allentown, 
Bethlehem,       Harrisburg,       Hazelton, 
Lancaster,  Scranton,  Wilkes-Barre  and  Williamsport.  PP&L  is  a 
net  supplier  of  electricity  to  the  Pennsylvania-New  Jersey-Mary- 
land Interconnection,  one  of  the  world's  largest  power  pools. 
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Pope  & 
Talbot,  Inc. 


Record  revenues  and  earnings,  plus 
a  major  Canadian  acquisition,  were 
1972  highlights  for  this  integrated  for- 
est products  company.  Pope  &  Tal- 
bot has  extensive  timber  holdings  and 
newly-expanded  mills  in  Washington, 
Oregon,  British  Columbia  and  On- 
tario. Sales  and  expansion  of  its  ma- 
jor   second-home    development    near 

Seattle   improved.   The   company's   common   shares   were    listed 

for  trading  on  the  New  York  Stock  Exchange. 
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Pullman 
Incorporated 


A  multi-industry  corporation  engaged 
in  the  manufacturing  and  leasing  of 
rail  cars,  truck  trailers  and  intermodal 
containers;  engineering  and  construc- 
tion services  and  equipment  for  petro- 
chemical, metallurgical  and  other  ba- 
sic industries  worldwide;  designer  and 
builder  of  environmental  control  sys- 
tems,   transit    systems    and    ski    lifts. 

Quarterly  cash  dividends  consecutively  paid  for  more  than  105 

years. 
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Rembrandt 
Enterprises,  Inc. 


Rembrandt  Enterprises  continued  its 
solid  record  of  growth  and  earnings  < 
with  all-time  high  revenues  of 
$5,522,444  and  32  cents  income  per 
share,  up  33%  over  1971.  Rembrandt 
is  a  Twin  City-based  diversified  com- 
pany specializing  in  Real  Estate  De- 
velopment, Product  Industries,  and 
Management  Services  for  Retirement 

Residences  and   Health  Care   Facilities.   The   company   operat  -. 

nationwide  and  owns,  leases  and  operates  properties   valued  at 

over  $25  million.  Registered  National  OTC. 
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Rainbow 
Resources,  Inc. 


Reynolds 
Securities,  Inc. 


An  oil  and  gas  exploration  company 
with  a  unique  format,  Rainbow  sells 
internally-generated      geologic      pros- 
pects to  sophisticated  oil  and  gas  com- 
panies in  return  for  a  profit,  a  carried 
interest,   and   a   drilling   commitment. 
Stockholders'  equity  has  grown  in  2/2 
years    from    $424,300    to    $8,868,800 
(mostly    in    cash    and    equivalents), 
while  earnings   have   advanced   sharply.   Long-term   debt  is   nil. 
The  Company  holds  2,175,000  gross  (750,000  net)   acres  of  oil 
and  gas  leases  in  the  Rocky  Mountains,  Alaska,  and  Canada. 
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"A  Growth  Company  in  a  Growth 
Industry,"  RSI  is  one  of  the  largest 
companies  in  the  investment  busin  ss 
with  over  60  offices  from  coast  to  coast 
and  abroad.  During  the  1962-1972 
period,  RSI's  annual  revenues  grew 
by  429%,  a  rate  much  faster  than  most 
industry  barometers.  Reynolds  S  cu- 
rities'  performance  in  return  on  cap- 
ital and  growth  in  sales  and  earnings  outscored  each  of  those  cate- 
gories as  measured  by  Forbes  1972  Management  Yardsticks. 
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Annual 
Report 


Raven  Industries, 
Inc. 

How  can  a  small  company  be  so 
diversified  yet  still  be  profitable? 
Products  include  snowmobile  suits,  ski 
clothes,  electronic  calculators,  plastic 
agricultural  and  industrial  tanks,  para- 
chutes, hot  air  sports  balloons,  and 
high  altitude  research  balloons.  Sales 
rose  26%  to  $10.5  million  while  profit 
jumped  41%  to  $.41  per  share.  Traded 
OTC. 


135 


Richardson-Merrell 
Inc. 

Richardson-Merrell  Inc.  is  a  diversi- 
fied drug  company  with  operating 
divisions  in  proprietary  medicines  and 
toiletries,  ethical  pharmaceuticals,  vet- 
erinary products,  laboratory  and  diag- 
nostic chemicals  and  plastic  packag- 
ing. Consumer  products  include  the 
Vicks  colds  products,  Lovoris  and 
Clearasil.    Sales    have    mown     li 

compounded  over  the  past  10  years.  Earnings  per  share  mouth 

for  the  same  period  was  8.1%. 
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Reliance 

Electric 

Company 

Gains  of  6%  in  sales  ($338,788,000) 
and  26%  in  profits  ($13,560,000)  in 
1972  earned  $1.14  per  share,  fully 
diluted,  from  this  leading  multina- 
tional manufacturer  of  automation 
systems  and  equipment,  elevators  and 
escalators.  Reliance  Electric  is  known 
in  the  marketplace  by  Reliance,  Mas- 
ter-Reeves, Dodge,  Houghton  Ele- 
vator and  Toledo  Scale  products.  Listed  on  the  New  York 
Stock  Exchange,  the  Reliance  symbol  is  REE. 
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Richmond 
Corporation 


Richmond  Corporation  I  NYSE),  with 

consolidated    assets    ol    mkiic    than    %\ 

billion,  is  a  financial  services  organi- 
zation with  affiliates  In  life,  casualt) 
and  title  insurance;  Investment  coun- 
seling; real  estate  development,  sales 
and  management;  mutual  Fund  sales 
and  management;  general  Insurance 
marketing;  premium  financing;  com 
puter  software  and  facilities  management;  and  actuarial  services 
Its  principal  affiliates  are:    The  Life  insurance  Company  ol  Vii 

ginia,  Lawyers  Title  Insurance  Corporation  and   Leatlniln    (  oin 
panies,  Inc. 
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Roc ka  way 
Corporation 


This  diversified  company  with  inter- 
national operations  is  engaged  in 
packaging  ( wirebound  containers  and 
machine  systems,  scales,  tape  dispens- 
ing machines  and  other  shipping  room 
products)  and  institutional  food  ser- 
vice equipment.  In  1972  gross  reve- 
nues increased  29%  to  $19,382,434- 
a  new  high— while  net  earnings  rose 
22%  to  $1.63.  Continued  expansion  efforts  resulted  in  the  acquisi- 
tion of  a  new  subsidiary  overseas.  Uninterrupted  cash  dividends 
since  1928. 
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SAFECO 
Corporation 

SAFECO    Corporation    is    a    financial 
services  company  with  subsidiaries  in 
the  property  and  casualty  insurance, 
commercial  credit,  life  insurance,  in- 
vestment management,  title  insurance, 
computer  services  and  real  estate  de- 
velopment fields  of  business.  Revenues 
of  $517,429,000  and  after  tax  net  in- 
come   of    $52,503,000    both    reached 
record  levels  in  1972.  Over  $1  billion  of  assets  provide  financial 
stability  and  the  basis  for  growth  as  this  diversified  organization 
enters  its  Golden  Anniversary  Year. 


145 


Rosario 
I   Resources 
I   Corporation 

Rosario  Resources  (formerly  New 
York  and  Honduras  Rosario  Min- 
ing Company)  achieved  substantial 
growth  last  year  with  earnings  per 
share  rising  to  91  cents  vs.  34  cents  in 
the  previous  year.  Rosario  is  a  miner 
of  silver,  gold,  zinc,  lead  and  other 
industrial  minerals  and  a  producer 
of  oil  and  gas.  New  name— Rosario  Resources— reflects  wider  re- 
source base  of  company  both  in  products  and  in  geography. 
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Saunders 
Leasing 
System,  Inc. 


Full  service  heavy-duty  truck  leas- 
ing, tractor-trailer  rentals,  fuel  and 
state  tax  reporting,  Instant  Power 
tractor  pool.  1972  revenues  were 
$45.2  million,  up  25.5%  over  1971. 
Equity  increased  from  $7.1  million  to 
almost  $11.8  million  in  1972.  Net  in- 
come $1.33  per  common  share.  Over 
90  branches  in  21  states  and  Canada.  AMEX  symbol  SAU. 
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SSP  Industries 


SSP  Industries  has  virtually  doubled 
its  earnings  in  the  last  two  years, 
with  record  profits  in  fiscal  1972  and 
again  in  1973.  Today  it  has  2/3rds 
of  its  sales  in  the  commercial  field, 
serving  four  distinct  but  related  fields 
all  in  engineered*  metal  proprietary 
products:  SSP  Agricultural  Equip- 
ment (wind  machines  for  frost  pro- 
tection), SSP  Construction  Equip- 
ment (heavy  construction),  SSP 
Products  (aerospace),  SSP  Truck  Equipment  (utilities  and  con- 
tractors ) . 
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The  Signal 
Companies,  Inc. 

Income,  before  extraordinary  items, 
increased  59%  from  $26.8  in  1971  to 
$42.7  million  in  1972-from  $1.19  to 
SI. 90  per  share.  Sales  from  $1.31  to 
$1.46  billion.  Assets  total  $1.3  billion. 
Principal  subsidiaries  include  Mack 
Trucks,  Inc.;  The  Garrett  Corpora- 
tion; and  Signal  Oil  and  Gas  Compa- 
ny, each  of  which  holds  a  strategic 
position  in  its  industry. 
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St.  Regis 
Paper  Company 


Ranked  among  world's  250  largest 
industrial  companies,  St.  Regis'  con- 
solidated net  earnings  for  1972  in- 
creased 93%  over  1971  to  841,320,000 
or  $2.92  per  share.  Revenues  climbed 
11.6%  to  record  $1,028,536,000.  The 
company  has  extensive  foreign  op- 
erations, interests  or  ownership  in 
74  plants  and  mills  in  28  countries. 
Among  its  products  are  kraft  pulp,  paper,  paperboard,  printing 
and  packaging  papers,  containers,  cartons,  plastic  films,  lamina- 
tions, coatings  for  bags  and  flexible  packaging  and  lumber  and 
construction  products. 
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Southern 
Airways 

Southern  Airways  is  emerging  as  the 
dominant  airline  throughout,  from 
and  to  the  Southeast— where  it  serves 
more  cities  than  any  other  carrier.  An 
87  percent  increase  in  jet  aircraft, 
modernization  of  reservations  sen  ice, 
inventive  marketing,  development  of 
additional  routes,  and  a  commit- 
ment of  good  corporate  citizenry  add 

to  the  status  of  a  company  with  a  reputation  of  reliability  and 

hospitality. 
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Southern  Pacific 
Company 

Southern  Pacific  is  a  holding  company 
with  diversified  subsidiaries  in  trans- 
portation (railroads,  truck  lines,  pipe 
lines  and  intermodal  services),  land 
development,  leasing,  communica- 
tions, and  computer  and  consulting 
services.  It  set  records  in  1972  with 
operating  revenues  of  $1.45  billion, 
net    income    of    $108.2    million,    or 

$4.00  per  share,  and  a  $290  million  improvements  program  for 

new  equipment  and  facilities. 
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Standard  Brands 
Incorporated 


17th   Consecutive   Year   of   Increased 
Sales  and  Earnings 

15th   Consecutive   Year   of   Increased 
Dividend  Payments 
Sales  $1,295,000,000  up  8% 
Net  Income  $44,000,000  up  11% 
Earnings  per  Share  $3.20 
Dividends  per  Share  $1,664 
Standard   Brands  is  a   broadly   diver- 
sified  multi-national   manufacturer   of  branded   consumer,   food 
service  and  industrial  products 
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The  Southland 
Corporation 


1972  earnings  of  $20.4  million  up 
17.7%  on  13.2%  rise  in  revenues  to 
$1.2  billion.  Nation's  largest  operator 
and  franchiser  of  convenience  food 
stores.  More  than  4,800  7-Eleven, 
Gristede's,  Charles  &  Co.,  Barricini, 
Loft's  stores  in  35  states,  D.C.,  Cana- 
da, Mexico.  Major  processor,  distribu- 
tor of  dairy  products.  Engaged  in 
truck-leasing,  candy,  ice,  chemical  businesses.  Has  50%  interest  in 
1,125  U.K.  specialty  and  food  stores.  Traded  NYSE. 
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Southland 

Financial 

Corporation 

Southland  Financial  Corporation  is  a 
diversified    financial    holding    compa- 
ny   engaged    through    wholly-owned 
operating  subsidiaries  in  providing  a 
wide  range  of  services,  facilities,  and 
related  products  in  the  fields  of  life 
and  health  insurance  and  real  estate 
investment  and   development.   Princi- 
pal subsidiaries  of  Southland  Financial  Corporation  are  South- 
land   Life    Insurance   Company,    Las    Colinas    Corporation,    and 
Southland  Land  and  Cattle  Company. 
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Sparton 
Corporation 


Recent    acquisition    of    successful    oil 
and  gas  exploration  organization  adds 
new  potential  to  this  substantial  man- 
ufacturing   company.     Currently    ex- 
ploring in  Michigan's  Niagaran  forma- 
tion.   Company    leads    in    R&D    and 
manufacture     of     sonobuoys     and     is 
country's     largest     independent     pro- 
ducer of  automotive  and  marine  horns. 
Per  share  income  up  from  36  cents  in  1971  to  $1.10  in  1972.  An- 
other successful  year  in  the  making.  Consistent  cash  dividends 
since  1963.  NYSE  symbol-SPA. 
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Standard  Pressed 
Steel  Co. 


Standard  Pressed  Steel  Co.  is  the 
world's  largest  manufacturer  of  pre- 
cision fasteners  and  a  leading  pro- 
ducer of  steel  shelving,  storage  sys- 
tems and  industrial  furniture.  The 
company  operates  five  plants  in  the 
United  States  and  Puerto  Rico  and 
has  manufacturing  and  marketing  sub- 
sidiaries or  affiliates  in  11  foreign  coun- 
tries. Additionally,  SPS  maintains  six  research  and  development 
laboratories  in  this  country  and  abroad.  Net  sales  were 
S  122.1  million  in  1972,  up  16%  from  the  previous  year.  Earnings 
were  $3.74  million  (70  cents)  including  extraordinary  credit  of 
•$650,000  compared  to  a  1971  net  loss  of  $3.90  million.  J  54 
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steak  .  shake    Steak  n  Shake 

Steak  n  Shake  is  a  unique  restaurant 
operation  with  a  dominant  position  in 
its  market.  Founded  in  1934,  operating 
75  limited-menu  restaurants,  with  11 
new  since  August  and  several  current- 
ly under  construction.  Featuring  curb, 
counter,   dining   room    and   Takhoma- 
sak  service.  Steak  n  Shake  restaurants 
arc   located    in   Florida,    Illinois,   Indi- 
ana      and       Missouri.       Sales      were 
$26,000,000  in  fiscal  1972.  Earnings 
have  increased  in  each  of  the  past  five  years  at  an  average  rate 
of    16.4%.   Return    on    equity    averaged    18.3%.    Dividends    have 
been  paid  each  year  since  1949. 
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Steelmet,  Inc. 

Steelmet,  Inc.  is  a  leader  in  the 

cycling  industry  supplying  U.S.  and 
World  markets  with  stainless  steel, 
nickel,  and  other  lenoiis  and  non- 
ferrous  metals  to  customers'  specifics 

tions.  Steelmet  returned  to  tradition- 
al patterns  of  growth  and  profitability 

in   1972,  alter  a  year  of  consolidations 

and  realignment.  Amex  symbol  SML 


88 
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Sullair 
Corporation 

This  first  annual  report  since  the  ini- 
tial public  offering  of  common  shares 
in  March  1972  presents  a  con- 
densed history  of  the  growth  of  the 
Company.  Sullair,  a  leading  producer 
of  rotary  screw  air  compressors,  has 
realized  record  high  sales  and  earn- 
ings each  consecutive  year  since  in- 
ception. 1972  reflected  a  43%  increase 
in    sales    and    75%    in    net    income. 
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Teleflex 
Incorporated 

Problem  solving  through  imaginative 
technology,  and  creative  marketing, 
power  this  maker  of  quality  mechani- 
cal and  electromechanical  products. 
Teleflex  sells  its  products,  many  of 
them  proprietary,  to  worldwide  mar- 
kets in  the  industrial,  aerospace,  nu- 
clear and  leisure  fields.  Record  sales 
($30,008,800),  income  ($1,366,300) 
share  earnings  (  $2.40)  were  set  in  1972. 
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TEC,  Incorporated 


:kX 


TEC  designs  and  manufactures  CRT 
terminals  and  keyboards  for  computer 
OEM's  and  end  users;  digital  read- 
outs, indicators  and  switches  for  com- 
puter and  process  control  manufac- 
turers. Sales  for  the  first  eight  months 
of  fiscal  1972-73  ended  February  28, 
1973,  were  $4,363,293  with  earnings 
of  $384,075  ($.562  per  share),  up 
245%  over  the  same  period  last  year. 
Fiscal  1971-72  sales  totaled  $4,519,602 
with  earnings  of  $211,632  ($.31  per  share).  TEC  has  paid  10 
.•onsecutive  annual  dividends  and  recorded  10  consecutive  profit- 
able quarters.  NASDAQ:  TECC 
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Tennessee  Natural 
Gas  Lines,  Inc. 


Tennessee  Natural  Gas  Lines,  Inc. 
and  its  subsidiary,  Nashville  Gas 
Company,  experienced  record  sales 
and  near-record  earnings  during  fiscal 
1972.  Sales  totaled  $25,354,000,  high- 
est in  the  company's  16-year  history. 
Profits  increased  50%  over  a  year  ago 
to  $1,571,656.  The  company  is  the 
only  natural  gas  utility  serving  the 
residential,  business,  and  industrial  communities  of  Metropolitan 
Nashville.  To  insure  adequate  energy  supply,  the  company  is 
constructing  a  liquefied  natural  gas  plant.  Stock  traded  over-the- 
counter.  NASDAQ  Svmbol:  TENN. 
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TRW  Inc. 


1972  sales  a  record:  $1.69  billion. 
Earnings  per  share  up  20%  to  $2.22. 
TRW  is  growing  in  automotive  mar- 
kets, in  energy  systems,  in  communi- 
cations and  information  handling,  in 
transportation,  and  in  international 
markets.  TRW's  financial  position  is 
strong.  And  TRW  is  better  prepared 
for  growth  than  ever  before. 
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Texasgulf  Inc. 

A  leader  in  developing  natural  re- 
sources, Texasgulf  is  one  of  the 
world's  largest  producers  of  zinc,  sil- 
ver and  sulphur,  as  well  as  agricul- 
tural materials— including  phosphatic 
fertilizer  materials  and  potash.  It  is 
also  a  significant  producer  of  copper, 
cadmium  and  lead  concentrates. 
Texasgulf  is  also  involved  in  the  pro- 
duction of  iron  ore,  oil,  gas  and  for- 
est products.  Ticker  symbol:  TG 
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The  Tappan 
Company 


Tappan  (NYSE-TAP)— a  diversified 
manufacturer  of  kitchen  appliances, 
kitchen  cabinets  and  bathroom  vani- 
ties, and  residential  and  light  com- 
mercial air  conditioning  and  heating 
equipment,  recorded  sales  of  $220 
million  in  1972,  compared  with  $142 
million  in  1971,  with  net  earnings  of 
$2.02  per  share  against  $1.41  in  1971. 
Tappan  has  nine  manufacturing  facili- 
a  nationwide  network  of  distribution  centers,  and  over  3,750 
(utlets  in  its  growing  Sentinel  Service  organization. 
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Texfi 
Industries,  Inc. 

Texfi  Industries,  Inc.,  with  headquar- 
ters in  Greensboro,  North  Carolina  is  a 
vertically  integrated  textile  company. 
Production  ranges  from  the  manufac- 
ture of  polyester  fibre  from  raw  chem- 
icals to  the  finished  fabric.   Sales  for 
1972    were    a    record    .$178,688,000. 
The  new  annual  report  features  docu- 
mentation   on    the    world    textile    en- 
vironment as  well  as  a  presentation  of  the  superior  technology 
Texfi  employs  to  keep  abreast  of  the  rapidly  changing  fashion 
market. 
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Textron 


Textron's  new  Annual  Report  reviews 
the  company's  remarkable  growth 
since  its  pioneering  diversification 
move  20  years  ago.  And  the  manner 
in  which  Textron,  now  with  more  than 
30  Divisions,  is  positioned  for  future 
earnings  growth.  In  1972,  net  income 
was  the  highest  in  Textron's  history, 
increasing  14%  over  the  previous  year. 
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|  Turner 
Construction 
Company 


Turner   is   among   the   nation's  largest 
general    contracting    and    construction 
management     firms.     Net     income,     a 
record    $2.95    per    common    share    in 
1972,  has  shown  a  compound  annual 
growth  rate  of  18  per  cent  since  1963. 
Last  year,  value  of  construction  com- 
pleted totaled  S631-million.  Construc- 
tion   activities   include   suburban   and 
high-rise  offices:  banks:  hospitals:  industrial,  research,  educational 
and  cultural  facilities:  multi-unit  residential  buildings;  stores  and 
shopping  centers,  and  government  buildings. 
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and    earnings   per 


traded  OTC,  XASDAQ  listed  THFR. 


Thetford 
Corporation 

Thetford  manufactures  and  markets, 
internationally,  a  complete  line  of 
quality  sanitation  products  and  sys- 
tems, primarily  for  the  growing  rec- 
reational vehicle  and  marine  markets. 
Trade  names  include  Porta  PottiR. 
Aqua  Magic®,  Electra  Magic®  and 
Thermasan®.  Thetford  went  public  in 
August  1972  and  reports  sales  up 
share    up    22.8S    over    1971.    Stock    is 


Tyler 
Corporation 
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Tyler's  1972  report  describes  the  man- 
agement philosophy  which  lias  con- 
tributed to  a  14.5'*  5-year  compound 
annual  rate  of  growth  in  earnings  per 
share.  Tyler  is  a  diversified  company 
with  interests  in  trucking,  building 
materials  and  electrical  power  equip- 
ment. 1972  hilly  diluted  earnings-per- 
share  were  S2.38  on  sales  of  $151 
million.  X.Y.S.E.,  P.B.YY./TYL. 
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Thriftway  Leasing 
Company 

Thriftway   is    engaged    in    the    leasing 
and  rental  of  interrelated  transportation 
equipment  used  for:  Highway  carriage 
of  their  own  products  by  manufactur- 
ers,  distributors   and    retailers.    Mobile 
warehousing.   Semi-permanent  storage 
for     industry.     Highway     chassis     for 
ocean   going  cargo  containers.   Thrift- 
way     reported     another     record     year 
in  1972.  They  go  into  their  tenth  year  of  operation  in  1973  and 
have  never  had  a  losing  quarter.  Send  for  an  annual  report  today. 
Corporate  headquarters:  560  Stelton  Road,  Piscataway,  N.J.  08854. 
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UAL,  Inc. 


UAL,  Inc. 


UAL,  Inc.  wholly  owns  United  Air 
Lines  and  Western  International  Ho- 
tels Company.  United,  the  largest  air- 
line in  the  tree  world,  carried  nearly 
30  million  passengers  a  total  of  about 
27  billion  passenger  miles  in  1972  and 
operated  769  million  revenue  ton 
miles  of  cargo.  The  airline  serves  LIS 
cities  in  32  States,  including  Hawaii, 
and  operates  a  fleet  of  359  jet  air- 
craft. Western  International  operates 
49  hotels  in  II  countries.  (Consoli- 
dated revenues  exceeded   $1.8  billion  in   1972.) 
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Topps  Chewing 
Gum,  Inc. 


Topps  is  the  largest  manufacturer  oi 
bubble  gum  in  the  world  and  the 
manufacturer  of  baseball,  football. 
hockey  and  basketball  cards  pack- 
aged and  sold  with  bubble  gum.  A 
substantial  part  of  the  company's 
products  is  sold  under  the  name  "Ba- 
zooka," a  trademark  that  is  registered 
in  over  130  countries.  In  the  last  year, 
more  than  1.5  billion  pieces  of  Bazooka  were  sold  in  the  United 
States  alone.  Topps  products  are  sold  in  55  countries.  These  sales 
include  those  made  directly  and  through  licensed  manufacturers 
in  10  foreign  countries.  The  Company  went  public  last  June  and 
was  listed  on  the  AMEX  in  December  (symbol  TCG  i.  i  CO 
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U.S.  Home 
Corporation 


U.S.    Home  Corporation,   the   natii 
largest      on-site      home      build,  i        hi 
forecast  earnings  foi   fiscal  '73,  ende< 

Feb.  28,  of  $16.3  million  on  revenues 
of  $305  million,  meeting  a  planned 
mouth  i.ite  of  20  per  cent  per  annum 
Fiscal  73  saw  23  of  U.S.  Home 

divisions    pioduce     10.000    units    in     12 
states  with  high  growth  rates    ProdlN 

don  totals  for  fiscal   7 »  have  been  projected   it   13,000  to  I  l.ooo 

units.   In  the  planning  and  development   stages  aie    I  10  new    eom- 
munities    with    a    potential    of    50,000    units     IS      Homes    MSI 
svmbol  is  UH. 
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Unarco 
Industries,  Inc. 

Record  volume  ($102  million)  was 
reached  in  1972  by  this  eight-division, 
diversified  Chicago-based  fabricator 
of  proprietary  products  serving  home 
and  industry.  Net  income  increased 
144%  in  the  last  six  years.  Sales  in- 
creased 98%  since  1968.  UNR  on  the 
New  York  Stock  Exchange. 
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USLIFE 
Corporation 

A  diversified  financial  services  com- 
pany comprised  of  17  subsidiaries  op- 
erating in  the  fields  of  life  insurance, 
savings  and  loan,  consumer  credit, 
title  insurance,  realty  investment  and 
mutual  funds.  1972  adjusted  net  in- 
come was  $35.5  million,  a  24  per  cent 
increase  over  1971.  Total  assets  are 
$1.3  billion.  New  York  Stock 
Exchange    symbol:    "USH" 
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United  Inns,  Inc. 


The  nation's  largest  licensee  of  Holi- 
day Inn  rooms.  Owns,  operates  32 
Holiday  Inns,  Gaines  Furniture  Mfg. 
Co.,  18  Car  Wash  Centers.  Com- 
pound annual  growth  rate  in  EPS 
averaging  19.2%  over  last  five  years. 
Presently  operating  6,860  Holiday  Inn 
rooms  with  1972  occupany  of  77.8%. 
1,316  additional  rooms  now  under  con- 
struction. 1972  sales  $66,768,278  up 
21.6%,    net    earnings    $4,116,930    up 

26.9%,  EPS  $1.03.  Listed  NYSE,  Ticker  symbol  UI,  Clark  Tower, 

5100  Poplar  Ave.,  Memphis,  Tennessee  38137. 
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VF 

Corporation 

VANITY  FAIR,  womens  lingerie  and 
foundations;  BERKSHIRE  INTER- 
NATIONAL, hosiery  and  bodywear; 
LEE,  men  and  womens  leisure  wear; 
and  KAY  WINDSOR,  dresses  are  the 
wholly  owned  subsidiaries  that  make 
up  this  important  international  ap- 
parel complex.  Through  broad  prod- 
uct diversification  and  a  strong  mar- 
keting philosophy,  VF  Corporation  has 
successfully  maintained  a  steady  growth  record  for  over  20  years. 
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United  Jersey 
Banks 

Fiscal  1972  was  the  best  year  in  the 
history  of  United  Jersey  Banks,  larg- 
est bank  holding  company  in  New 
Jersey.  Income  before  gains  from  se- 
curities transactions  rose  17.3%  to 
$4.27  per  share.  Net  income  increased 
36.3%  to  $4.58  per  share.  UJB  is  com- 
prised of  15  banks  and  two  bank  re- 
lated companies  with  combined  as- 
sets of  $1.7  billion.  UJB  stock  was 
split  on  a  two-for-one  basis  in  Feb- 
ruary of  1973.  (NYSE,  Symbol  UJB). 
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Vulcan  Materials 
Company 

Vulcan  reported  record  earnings  of 
$2.90  per  common  share  in  1972, 
and  has  set  a  goal  of  $3.40  a  share 
for  1973.  Vulcan  is  the  nation's  lead- 
ing producer  of  construction  aggre- 
gates, secondary  aluminum  and  de- 
tinned  steel  scrap.  It  is  also  an  im- 
portant manufacturer  of  chlorinated 
hydrocarbons,  tin  chemicals,  and  other 
industrial  and  agricultural  chemicals. 
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The  Upjohn 
Company 


With  sales  at  a  new  high  of  $511 
million,  The  Upjohn  Company's  1972 
earnings  climbed  17%  to  a  record 
$3.16  per  share.  This  NYSE-listed 
company  is  a  leading  world- 
wide producer  of  pharmaceuticals, 
chemicals,  agricultural  specialties  and 
seeds.  Overseas  sales,  in  113  coun- 
tries, reached  S183  million,  36%  of 
Upjohn  revenues.  Human  health  care  sales  up  15%.  Urethane 
and  other  chemical  sales  now  $90  million;  agriculture  volume 
now  $69  million.  First  commercial  prostaglandins,  plus  16  other 
new  products,  introduced  in  1972.  Continuous  dividends  since 
1910.  176 
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Del  £  Webb 
Corporation 

...  in     1972     achieved     revenues     of 
$313,835,657  and  earnings  of  99  cents 
per   share,    58    cents   per   share    over 
1971.    Diversified,    nationally    known 
for    our    Sun    City    resort-retirement 
concept,  owner-operator  of  major  ho- 
tels   in    Nevada    and    other    Western 
states,  we  also  create  vacation-home 
developments,    own   and   manage   of- 
fice buildings  and  other  commercial  properties;  do  contract  and 
negotiated    construction    work.    Read    of    Webb's    new    image 
through    concentration    today    on    the    "leisure-time"    aspect    of 
American  Life. 
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Wehr  Corporation 


1972  sales  were  $33,000,000;  earn- 
ings were  SI. 202,000.  or  S1.28/share. 
The  report  displays  sales  charts  and 
rex  iews  operations  for  the  company's 

three     groups:     Environmental     Prod- 
ucts     ( air     conditioning     distribution 
/    I  .       ™  equipment,     filters,     pollution     instru- 

f    «;ij;<;   riNflij:*  ments).     Industrial     Equipment,     and 

Casteel  Products.  Nearly  half  the  com- 
panj  revenues  come  from  the  growing  Environmental  Products 
group. 
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UJIL  50n  BROTHERS 

Wilson 
Brothers 


1972   marked   the   fourth   consecutive 

year  of  record  sales  for  Wilson  Broth-  ' 
ere  ( ASE )  and  its  second  year  of 
record  profits.  Since  1967,  sales  have 
almost  doubled  to  $35,900,000  and 
earnings  have  soared  to  $1,726,000. 
And,  Wilson's  principal  subsidiary, 
Euro  Shirts,  continues  to  accelerate 
its  growth  as  the  nation's  largest  man- 
ufacturer of  fine  men's  shirts. 
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Western  Digital 
Corporation 


Western  Digital,  founded  in  1970  in 
Newport  Beach,  California  is  a  new. 
high-technology  company  that  manu- 
factures MOS/LSI  semiconductor  in- 
tegrated circuits  for  the  electronics 
market,  which  includes  computers, 
calculators,  terminals,  and  memory 
systems.  For  the  current  fiscal  year. 
WDC  is  operating  profitably  with  sales 
expected  to  exceed  S6  million,  as  compared  to  Fiscal  72  with 
reported  revenues  of  $605,349  and  start-up  losses  of  81.512.135. 
OTC  NASDAQ  symbol-WDGL. 
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Winnebago 
Industries,  Inc. 


The  nation's  leading  producer  of 
motor  homes  and  other  recreational 
shelter  vehicles,  Winnebago  has  just 
completed  its  eighth  consecutive  year 
of  new  records  both  in  sales  ( up 
59?  )  and  operating  earnings  (up  42%). 
In  the  fiscal  year  ended  February  24, 
1973.  the  company  produced  and  sold 
about  22.000  fully  self-contained  and 
self-powered  motor  homes  that  represented  about  903  of  the 
company's  business.  Winnebago  common  stock  (  WGO  )  is  traded 
NYSE.  MSE  and  PCSE. 
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Roy  F.  Weston,  Inc. 


Roy  F.  Weston,  Inc.  has  achieved  an 

average  annual  growth  of  oxer  25', 
during  the  past  five  years  and  has 
shown  substantial  improvement  in 
earnings  in  1972.  The  prospects  for 
the  company  are  extremely  bright. 
Implementation  of  progressive  man- 
agement practices  and  aggressive  mar- 
keting plans  portend  continued  im- 
provement in  earnings  and  increased 
sales  and  backlog.  The  1972  Annual 
Report  presents  not  only  the  financial  progress  of  this  publicly 
owned  eir  ironmental  science  and  engineering  company,  but  also 
provides  insight  into  die  specific  project  accomplishments  ol  the 
firm  and  describes  how  Roy  F.  Weston,  Inc.  is  prepared  to  meet 
the  environmental  and  economic  challenges  of  the  70s.  J  83 


World 
Airways,  Inc. 


and  a  nc 
turning 

market. 


World  is  in  its  25th  year  of  cham- 
pioning low-cost  air  travel.  Historically 
restrictive  charter  regulations  are 
greatly  liberalized,  as  both  govern- 
ments and  consumers  have  becom  • 
increasingly  axvare  ol  the  value  ol 
low-cost  charters.  In  1972  World 
maintained  satisfactory  revenues,  in 
spite  of  declining  military  charters. 
New  regulations,  new  747C's,  a  back- 
log ol  business  double  that  of  last  \ car, 
w  $14  million  maintenance  facility  indicate  World's  con- 
eaclership    in    the    fastest    growing   segment   ol    the    travel 
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r72  ANNU*:  REPORT 
t,    O    .CAS,    O    1973 


Willcox  &  Gibbs 

Willcox     &      Gibbs     reports      sales     of 

S34.584.000  and  earnings  per  share 
of  47  cents  for  the  year  ended  De- 
cember 31,  1972  ...  a  202  increase 
in  revenue  by  internal  growth  and  an 
80V  increase  in  earnings  per  share. 
The  company  forecasts  a  25V  increase 
in  sales  for  1973,  and  1973  earnings 
per  share  of  65  cents  to  70  cents. 
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Yellow  Freight 
System,  Inc. 

Oik    ol    the    nation's    largest    transcon 
tinental    motor    freight    common 
iters,    serving    thousands    ol     shippei 
customers      throughout       the       United 
States.  Performance  the  past  five  yean 
has  produced  a   compounded   annual 

growth    rate    ol    289     in    earnings    pel 
share    and    axerage    annual    growth    ol 

20V  in  revenues.  Net  income  foi   1972 
was  SI 5.506,ooo.  or  $2.21  per  share,  on  revenues  ol  >  ooo 

—all  record  highs  in  companj  g  historj 
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3RBES'  Annual  Report  Advertising  Offer.  Would  you  request  each  company  whose  number  is  circled 
elow  to  send  me  a  copy  of  its  latest  annual  report.  There  will  be  no  obligation  on  my  part. 
OTE:  Offer  expires  November  1,  1973. 
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AMP  Incorporated  55. 

Action  Industries  56. 

Aetna  Life  &  Casualty  57. 

Airwick  Industries  58. 

Akzona  Incorporated  59. 

Alaska  Interstate  Co.  60. 

Alcan  Alum  61. 

Alco  Standard  Corp.  62. 

Allegheny  Power  Sys.  63. 

Altamil  Corporation  64. 

American  Buildings  Co.  65. 

Amer.  Business  Prod.  66. 

Amer.  Cont'l.  Homes  67. 

American  Family  Life  68. 

American  Finance  Sys.  69. 

Amer.  Financial  Corp.  70. 

Amer.  Fin.  Leasing  71. 

American  Re-Insurance  72. 

Amer.  Training  Sen/.  73. 

Az.-Col.  Land  &  Cattle  74. 

Arkansas  Best  Corp.  75. 

Ashland  Oil,  Inc.  76. 

Automatic  Service  Co.  77. 

Avis,  Inc.  78. 

D.  H.  Baldwin  Company  79. 

Bank  Of  Virginia  Co.  80. 

Barnett  Banks  Of  Fla.  81. 

Bearings,  Inc.  82. 

Bliss  &  Laughlin  83. 

Bonanza  International  84. 

William  Bond,  Inc.  85. 

Borden,  Inc.  86. 

C.  Brewer  &  Company  87. 

Brockway  Glass  Co.  88. 

The  Budd  Compajiy  89. 

Carborundum  90. 

Cincinnati  Bell  Inc.  91. 

Citizens  Mtge.  Inv.  92. 

Clark  Oil  &  Refining  93. 

Clow  Corporation  94. 

Coleco  Industries  95. 

Coleman  American  Cos.  96. 

Columbia  Gas  System  97. 

Commercial  Allianc  98. 

Commercial  Metals  Co.  99. 

Com.  Psychiatric  Cen.  100. 

Consol.  Freightways  101. 

Consol.  Natural  Gas  102. 

Continental  Corp.  103. 

Continental  Telephone  104. 

Cook  Electric  105. 

Crompton  &  Knowles  106. 

.   Cubic  Corporation  107. 

Damon  Corporation 108. 


Dayco  Corporation 
Diebold  Ventute  Cap. 
Diversey  Corporation 
Dynatech  Corporation 
ESB  Incorporated 
E-Systems,  Inc. 
Easco  Corporation 
Elco  Corporation 
Essex  International 
Evans  Products  Company 
FMC  Corporation 
Family  Dollar  Stores 
Family  Finance  Corp. 
Ferro  Corporation 
Fin.  General  Bankshares 
First  National  Holding 
Fisher  Foods  Inc. 
Fluorocarbon  Company 
Franklin  Electric 
Fruehauf  Corporation 
The  Garcia  Corporation 
Garlock  Inc. 
Genstar  Limited 
Gifford-Hill  &  Company 
Gilbert  Flexi-Van 
Globe  Industries,  Inc. 
Globe  Life  &  Accident 
Grolier.  Inc. 
Harsco  Corporation 
Hawaiian  Airlines 
Hercules  Incorporated 
Hoerner  Waldorf  Corp. 
Hospitality  Motor  Inns 
House  of  Ronnie 
Howmet  Corporation 
ISI  Corporation 
IU  International 
Ivaco  Industries  Ltd. 
Kar  Products,  Inc. 
Kentucky  Central  Life 
Kulicke  &  Soffa  Inds. 
LCA  Corp. 

Leaseway  Transport'n 
Leisure  Lodges,  Inc. 
Lenox,  Incorporated 
Lindberg  Corporation 
Lone  Star  Industries 
Long  Island  Lighting 
Lowe's  Companies 
McDonough  Co. 
McDowell  Enterprises 
Mann  Manufacturing 
Masco  Corporation 
Oscar^Maver^^o. 


109.  The  Mead  Corporation 

110.  Medenco,  Inc. 

111.  Media  General,  Inc. 

112.  Miss.  River  Corp. 

113.  Moog  Inc. 

114.  Moore  and  McCormack 

115.  Niagara  Frontier  Serv. 

116.  Niagara  Share  Corp. 

117.  Noel  Industries,  inc. 

118.  North  Central  Airlines 

119.  Northeast  Utilities 

120.  Nucor  Corporation 

121.  Oakite  Products 

122.  Odyssey  Incorporated 

123.  Omega-Alpha  Inc. 

124.  Ormont  Drug  &  Chem. 

125.  PRT  Systems  Corp. 

126.  Pan  Ocean  Oil  Corp. 

127.  Peachtree  Door 

128.  Penna.  Power  &  Light 

129.  Peoples  Gas  Company 

130.  Phila.  Electric  Co. 

131.  Phone-Mate 

132.  Pope  &  Talbot,  Inc. 

133.  Pullman  Incorporated 

134.  Rainbow  Resources 

135.  Raven  Industries 

136.  Reliance  Electric  Co. 

137.  Rembrandt  Enterprises 

138.  Reynolds  Securities 

139.  Richardson-Merrell 

140.  Richmond  Corporation 

141.  Rockaway  Corporation 

142.  Rosario  Resources 

143.  SSP  Industries 

144.  St.  Regis  Paper 

145.  SAFECO  Corporation 

146.  Saunders  Leasing  Sys. 

147.  The  Signal  Companies 

148.  Southern  Airways 


NAME. 
TITLE 


COMPANY. 
ADDRESS, 
CITY 


149.  Southern  Pacific  Co. 

150.  The  Southland  Corp. 

151.  Southland  Financial 

152.  Sparton  Corporation 

153.  Standard  Brands 

154.  Standard  Pressed  Steel 

155.  Steak  n  Shake 

156.  Steelmet,  Inc. 

157.  Sullair  Corporation 

158.  TEC,  Incorporated 

159.  TRW  Inc. 

160.  The  Tappan  Company 

161.  Teleflex  Incorporated 

162.  Tennessee  Natural  Gas 

163.  Texasgulf  Inc. 

164.  Texfi  Industries 

165.  Textron 

166.  Thetford  Corporation 

167.  Thriftway  Leasing 

168.  Topps  Chewing  Gun 

169.  Turner  Construction 

170.  Tyler  Corporation 

171.  UAL,  Inc. 

172.  U.S.  Home 

173.  Unarco  Industries 

174.  United  Inns,  Inc. 

175.  United  Jersey  Banks 

176.  The  Upjohn  Company 

177.  USLIFE  Corporation 

178.  VF  Corporation 

179.  Vulcan  Materials  Co. 

180.  Del  E.  Webb  Corp. 

181.  Wehr  Corporation 

182.  Western  Digital  Corp. 

183.  Roy  F.  Weston 

184.  Willcox  &  Gibbs 

185.  Wilson  Brothers 

186.  Winnebago  Industries 

187.  World  Airways,  Inc. 

188.  Yellow  Freight  System 
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Readers  Say 


(Continued  from  page  12) 

your  historical  forecasting  record— 
e.g.,  "Forecast  1973:  Everything 
Good  Could  Happen"  (Jan.  1 ) .  One  of 
the  reasons  the  public  has  lost  confi- 
dence in  the  investment  community 
in  recent  years  is  that  most  of  "The 
Street's"  influential  leaders  have  given 
them  nothing  but  bullish,  Pollyanna 
predictions  that  have  seldom  been  ac- 
curate. Your  suggestion  that  anyone 
not  currently  optimistic  is  an  "ass" 
will  not  inspire  renewed  confidence. 

—Donald  D.  Hahn 

Director  of  Research-Investments 

A.G.  Becker  &  Co. 

Chicago,  111. 

Sir:  I  was  surprised  at  your  attack 
on  bears.  We've  had  a  good  record. 

—Ernest  Renzel 
San  Jose,  Calif. 

Sir:  May  your  "Unbearable"  edito- 
rial never  em-bear-ass  you. 

—Ed  Morrison 
Greensboro,  N.C. 

Perceptive  Piece 

Sir:   So  much  of  the  recent  copy 
about    agriculture    has    been    biased, 
probably   through   a   lack   of  knowl- 
edge. But  your  story  (Mar.  15)  was 
excellent  and  particularly  perceptive. 
— C.G.  Scruggs 
Executive  Editor 
The  Progressive  Farmer 
Birmingham,  Ala. 

The  Name  Makes  Not  a  Son 

Sir:  Your  article  "The  New  Breed 
of  Tycoon"  (Apr.  15)  refers  to  me 
as  the  son  of  William  Paley.  Neither 
am  I  now  nor  have  I  ever  been! 

—Stephen  Paley 

Director,  Artist  Acquisitions 

CBS  Records 

New  York,  N.Y. 

Others  Up,  Too 

Sir:  So  only  the  Frisco,  Southern 
and  Seaboard  Coast  Line  railroads  im- 
proved earnings  over  the  last  five 
years  (Mar.  15)?  Well,  based  on  an 
ICC  accounting  basis,  the  Santa  Fe's 
earnings  were  up  51%  and  Southern 
Pacific's  only  a  smidgin  less.  Both  of 
these  railroads  beat  the  St.  Louis-San 
Francisco,  which  was  up  23%.  Union 
Pacific  came  close  with  a  gain  of  20%. 
Illinois  Central  was  up  19%  and  Mis- 
souri Pacific  18%.  You  had  better 
get  your  railroad  arithmetic  back  on 
track. 

—Holmes  Johnson 
Chicago,  111. 
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The  general  story  of  mankind 
will  evince  that  lawful  and  settled 
authority  is  very  seldom  resisted 
when  it  is  well  employed. 
S  vmuel  Johnson 


He  who  can  take  advice 
is  sometimes  superior  to  him 
who  can  give  it. 
Fletcher  von  Knebel 


I  regard  no  man  as  poor 
who  has  a  godly  mother. 
Abraham  Lincoln 


Next  to  the  assumption  of  power 
is  the  responsibility 
of  relinquishing  it. 
Benjamin  Disraeli 


We  are  more  easily  persuaded,  in 
gefieral,  by  the  reasons  we 
ourselves  discover  than  by  those 
which  are  given  to  us  by  others. 
Blaise  Pascal 


Questions  are  never  indiscreet, 
answers  sometimes  are. 
Oscar  Wilde 


Man's  rank  is  his  power  to  uplift. 
George  MacDonald 


It  is  better  to  advise  than 
upbraid,  for  the  one  corrects  the 
erring;  the  other  only 
convicts  them. 
Epictetus 


We  ought  to  use  the  best  means 
we  can  to  be  well  informed  of 
our  duty. 
Thomas  Reed 


It's  easier  to  see  both  sides  of 
a  question  than  the  answer. 
Arnold  Glasow 


Every  great  advance  in 
natural  knowledge  has  involved 
the  absolute  rejection  of  authority. 
Thomas  Huxley 


I  have  found  that  the  greatest 
help  in  meeting  any  problem 
with  decency  and  self-respect  and 
whatever  courage  is  demanded, 
is  to  know  where  you 
yourself  stand.  That  is, 
to  have  in  words  what  you  believe 
and  are  acting  from. 
William  Faulkner 


An  actor  is  a  public  instructor. 
Euripides 


To  solve  a  problem,  the 
first  requisite  is  to  know 
clearly  what  the  problem  consists 
of.  To  attain  success,  it  will 
help  if  you  realize  that  the 
problem  consists  of  inducing 
people  to  do  what  you  want 
them  to  do.  The  most  successful, 
high-up  executives  carefully 
select,  train  and  trust  their 
understudies.  They  don't  strive 
to  do  everything  themselves. 


B.  C.  FORBES 


When  we  think  we  lead 
we  most  are  led. 
Byron 


A  leader  has  two  important 

characteristics:  first, 

he  is  going  somewhere;  second, 

he  is  able  to  persuade 

other  people  to  go  with  him. 

Robespierre 


Mistrust  carries  one  much 
further  than  trust. 
German  Proverb 


The  riddle  does  not  exist. 
If  a  question  can  be  put  at  all, 
then  it  can  also  be  answered. 
Ludwig  Wittgenstein 


Good  minds,  reasoning  minds, 
are  a  scarce  commodity. 
William  Feather 


The  highest  proof  of  virtue 
is  to  possess  boundless  power 
without  abusing  it. 
Thomas  Macaulay 


Example  is  the  school 

of  mankind,  and  they  will  learn 

at  no  other. 

Edmund  Burke 


I've  never  known  of  an  instance 
in  the  history  of  our  company 
where  an  executive  unloaded 
responsibilities  and  duties  on  one 
lower  in  the  ranks,  that  he  did 
not  find  himself  immediately 
loaded  from  above  with 
greater  responsibilities. 
Am  iiur  F.  Hall 


A  Text  .  .  . 


Sent  in  by  Art  Parchen,  Kansas 
City.  Mo.  What's  your  favorite 
text?  The  Forbes  Scrapbook  ol 
Thoughts  on  the  Business  of  Life 
1-.  presented  to  senders  of  texts 
used. 


Without  counsel  purposes  arc  disap- 
pointed: but  in  the  multitude  of  coun- 
sellors they  are  established. 
Proverbs  15:22 
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While  Pinkerton's  protects 
the  nation's  airlines,The  Home 
protects  Pinkerton's. 

At  airports  and  plants,  in  stadiums  and  stores,  Pinkerton's 
provides  security  and  protection.  In  turn,  Pinkerton's  depends 
on  The  Home  for  insurance  protection. Through  Grand 
Brokerage,  Inc.,  of  New  York,  The  Home  writes  complex  liability 
coverage  and  a  Workmen's  Comp  contract  for  36,000  employees 
in  over  100  U.S.  and  Canadian  locations. 

No  matter  how  unique  your  business  insurance  problems, 
The  Home  can  develop  a  program  to  fit  your  needs.  Just  call  your 
broker  or  look  for  your  local  Home  agent  in  the  Yellow  Pages. 
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On  Wednesday,  May  2,  you  started 
to  work  for  yourself,  not  the  Government 


JUN29 
JUL  24" 


Ever  since  January  1,  you  just  think  you've  been  earning  money  for 
your  family.  Actually  all  the  typical  American  taxpayer  has  been 
doing  —  every  cent  he  has  made  —  will  go  for  his  Federal,  State  and 
Local  taxes.  Hadn't  we  all  better  make  sure  our  money  is  honestly, 
efficiently  spent? 

—  not  $40,000  a  year  salary  to  the  House  of  Representatives  Door- 
keeper who  intones  once  a  year,  "Ladies  and  Gentlemen,  the  President". 

—  not  $72,000  to  a  university  in  Yugoslavia  to  finance  a  study  on 
why  white  wine  turns  brown. 

—  not  a  $47,862  taxi  bill  to  transport  welfare  recipients. 

—  not  $76,000  each  for  a  group  of  "low-cost"  houses  for  "low- 
income"  families. 

—  and  certainly  not  $23,000  for  a  study  by  HEW  on  why  children 
fall  off  tricycles! 

These  (honest!)  are  just  a  few  of  the  things  your  money  has  been 
going  for.  Just  how  hard  have  you  been  working,  to  pay  for  them  and 
their  like?  How  long  are  you  going  to  put  up  with  it? 


A  product  of  Warner  &  Swasey's  Textile  Machinery 
Division,  these  new  Servo  Drafter  Draw  Frames  are 
part  of  a  high  production  yarn  preparation  system  in 
a  prominent  southern  carpet  yarn  plant. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


Write  for  our  booklet:  "Pro- 
gramming for  Progress".  It's 
about  our  company,  our  peo- 
ple and  our  products. 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


RCA  presents  the 
new  dimension  in  television. 

You. 


You  become  the  new  dimension 
in  television  with  the  introduc- 
tion of  magnetic-tape  equipment 
for  home  video  recordings  and 
the  playing  of  pre-recorded 
video  cartridges.  We  cal  I  it  the 
"SelectaVision  MagTape  System'! 

You  simply  attach  this  equip- 
ment to  your  present  TV  set. 
Then  you  can  do  things  like 
record  one  program  while  you 
watch  another  Or  take  pre- 
recorded golf  lessons  from  a 
champion.  Or  record  your 
favorite  TV  programs  even 
when  you're  not  at  home. 

Also,  your  own  home  becomes 
your  own  studio  with  a  com- 
pact, hand-held  camera  for 
recording  family  scenes  on 
tapes.  Tapes  that  play  back  on 
your  TV  set  eliminating  the 
fuss  of  portable  screen  set-up 
and  time  lost  in  film  processing. 

All  of  these  capabilities— and 
more— are  part  of  the  RCA 
"SelectaVision"  system  we  plan 
to  launch  this  year.  RCA 
"SelectaVision"  is  designed  to 
have  fewer  parts  and  com- 
ponents than  any  other  system 
announced  to  date.  So  we  ex- 
pect it  to  be  more  reliable  and 
cost  less. 

With  "SelectaVision",  RCA 
makes  you  the  new  dimension 
in  television  home  entertain- 
ment. 

At  RCA. we're  concentrating 
on  many  areas  of  opportunity. 
Like  consumer  electronics, 
consumer  services  and.  of 
course,  communications  tech-    - 
nology.  Areas  in  which  RCA 
has  an  active  role  today  and 
will  seek  an  even  greater  role 
tomorrow. 
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Xerox  can  give  your  salesmen 
more  to  showfor  a  hard  day's  work 
than  a  hard  day's  work. 


The  trouble  with 
many  salesmen  isn't 
that  they  don't  sell  hard 
enough.  It's  that  they 
don't  sell  well  enough. 

At  Xerox  Learning 
Systems  we  have  a 
Professional  Selling 
Skills  program  designed 
to  help  salesmen  sell 
better. 

It  works  for  your 
salesmen  because  it 
trains  them  to  analyze 
their  own  sales 
techniques  and  to 
apply  the  correct 
technique  at  the  right 
time. 

It  works  for  your 
company  because  it 
can  easily  be  adapted 
to  your  product  and 
your  way  of  selling.  It 
doesn't  need  outside 
administrators  or  a 
central  training 
location.  You  can  use 
it  either  as 'a  separate 
unit  or  modify  it  to 
fit  within  your  present 
training  program. 


All  in  all,  the 
Professional  Selling 
Skills  program  means 
your  salesmen  will 
come  away  with 
something  more  to 
show  for  a  hard  day's 
work  than  a  lot  of 
"no-thank-you's" 

XEROX 


XEROX*  is  a  trademark  of  XEROX  CORPORATION. 

For  more  informa- 
tion, please  write: 
Xerox  Learning 
Systems,  Dept.  195, 
30  Buxton  Farms  Rd., 

Stamford,Conn.06904.l 
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Name ! 


Company 
Title 


Address 

City 

[State 


.Zip 
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How  many  businesses 

youknow 
that  publish  their 
customer  complaints  I 


Newspapers  do. 


That's  our  business. 

Opposing  views  needn't  mean  wrong.  Just 
different.  And,  as  most  of  the  nation's  175 1  daily- 
newspapers  have  found  out,  there's  nothing 
wrong  with  that.  Different  often  leads  to  better. 

We  know  that's  true  of  the  53  Gannett 
papers.  Our  editors  and  publishers  are  responsi- 
ble for  what  they  print,  in  news  and  on  the 
editorial  page.  That's  the  only  way  we'd  have  it. 
After  all,  who  knows  local  community  needs  bet- 
ter than  local  people? 

But  we  can't  hope  to  mirror  everything  our 
readers  think.  So  we've  made  our  editorial  pages 
a  kind  of  community  soapbox.  Fact  is,  last  year 
alone  over  80,000  Gannett  readers  in  16  states 


and  Guam  wrote  to  our  editors,  often  to  tell  them 
where  to  get  off.  Not  that  we  mind. 

We  think  listening  to  our  readers  helps  us 
to  make  good  newspapers  better.  But  we  have 
other  ways,  too.  Like  the  headquarters  staff  of 
experts  we  keep,  ready  to  go  when  help  is  sought. 
Where  improvement  is  needed.  In  marketing, 
production,  finance,  any  phase  of  newspaper 
management. 

We're  helping  our  communities  grow  by 
listening  to  them.  And  we're  growing  in  the  proc- 
ess, and  will  as  long  as  we  deserve  to.  What  our 
readers  think  does  make  a  difference.  Write  on. 
Corporate  Secretary,  Gannett  Co.,  Inc., 
55  Exchange  St.,  Rochester,  N.Y.  14614 


Gannett 


CALIFORNIA  •  San  Bernardino  Evening  Telegram  •  San  Bernardino  Sun 

CONNECTICUT  •  Hartford  Times 

FLORIDA  ■  Cocoa  Today  •  Fort  Myers  News-Press  •  Melbourne  Times 

•  Pensacola  Journal  •  Pensacola  News  •  Titusville  Star-Advocate 
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•  Port  Huron  Times  Herald 

NEW  JERSEY  •  Camden  Courier-Post  •  Plalnfield  Courier-News 
NEW  YORK  •  Beacon  News  •  Blnghamton  Evening  Press  •  Binghamton  Sun 
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and  Chronicle  •  Rochester  Times-Union  •  Utlca  Dally  Press  •  Utica  Observer-Dispatch 
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RESTING  JESTERS 


OR? 


We  might  see  something  different. 

Case  in  point:  the  way  we  look  at  the  Occupational 

Safety  and  Health  Act(OSHA)on  behalf  of  industrial  policyholders. 

Explaining  the  Act's  stringent  standards  and  its  vital  record-keeping 

and  reporting  procedures.  Calling  on  our  85  years  of  safety 

engineering  expertise  to  guide  you  in  reducing  job  hazards 

that  could  invite  costly  OSHA  citations. 

Let's  look  at  it  creatively —together. 

/\merican 
Muhial 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 


$16  BILLION  SAYS 
YOU  NEED  BURNS. 


$16,000,000,000.  Almost  2%  of  the  Gross  National  Prod- 
uct. It's  also  the  cost  of  crime  against  business  in  1972. 
And  that's  just  reported  crime.  Throw  in  all  the  pil- 
ferage and  losses  unreported  for  one  reason  or  another, 
and  you've  got  a  figure  that  boggles  the  imagination. 
Sad  part  is,  most  losses  can  be  prevented.  Which  brings 
us  to  you.  And  what  you're  doing  to  keep  the  figure 
down,  and  keep  your  P/L  ratio  up.  Burns  knows  that 
the  more  sophisticated  security  systems  get,  the  more 
ingenious  thieves  become.  And  no  matter  how  tight  any 
system  seems,  it  can  still  be  tighter. 
Burns  has  an  answer.  The  only  TOTAL  security  organi- 
zation that  provides  the  four  major  services  vital  to  your 
security:  uniformed  guards,  crowd-control  specialists, 
electronics  and  confidential  investigations. 

Uniformed  guards:  Our  trained  professionals  can  be 
stationed  at  perimeter  gates,  within  your  plant,  or  on 
patrol.  Also,  the  very  presence  of  uniformed  Burns 
guards  is  a  deterrent  against  break-ins  or  internal  theft. 
Crowd-control  specialists:  Part  of  Burns'  Special  Serv- 
ices, these  experts  keep  large  events  under  control.  By 
checking  credentials  at  conventions,  trade  shows  or 
marketing  meetings,  only  the  people  who  should  get  in, 
do  get  in.  And  Burns  men  and  women  as  receptionists 
or  CCTV  monitors  improve  your  corporate  security 
while  adding  efficient  employees. 

Electronics:  Staff  professionals  with  expertise  in  "elec- 
tronic security,  such  as  sensory  alarms,  fire  detection, 


computer  room  security  and  closed  circuit  television 
work  to  keep  your  facilities  free  of  the  dangers  of  van- 
dalism, fire,  water  and  temperature  control  failure. 
Burns  experts  analyze  and  set  up  a  control  system  that 
takes  advantage  of  the  newest  technology. 
Confidential  investigations:  Burns  can  go  over  general 
personnel  practices  for  screening  applicants  for  em- 
ployment. Internal  theft?  Burns  agents  can  infiltrate 
your  plant  or  office  to  root  out  the  people  involved. 
Remember:  Discovering  one  weak  spot  can  save  hun- 
dreds of  thousands  of  dollars  in  losses.  And  by  improv- 
ing your  corporate  defense  profile,  insurance  costs  can 
be  cut  by  up  to  40%. 

Take  advantage  of  a  Burns  Security  Survey:  It  can  do 
more  than  pinpoint  the  weak  links.  It  can  also  stop 
crime  from  happening.  Imaginative  Bums  specialists, 
in  a  detailed,  hand-delivered  report,  objectively  ana- 
lyze how  a  thief,  vandal  or  corporate  spy  might  invade 
your  premises.  And  how  to  stop  him  cold. 
For  more  information  on  the  Burns  Security  Survey,  or 
any  or  all  of  the  other  Burns  Security  Services,  contact 
Ashley  W.  Burner. 

Burns  International  Security  Services,  Inc. 

320  Old  Briarcliff  Road 
Briarcliff  Manor,  New  York  10510 
Phone:914-762-1000 


MANAGING  FOR  NEW  GROWTH,  EIGHTEENTH  IN  A  SERIES 


Our  FiveYear  Plan. 
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Georgia-Pacific  Sales 

(in  millions  ol  dollars) 

1972 


Georgia-Pacific  projects  $3.5 
billion  in  sales  for  1977— double  our 
1972  sales.  Bullish?  Not  at  all.  On 
an  average,  G-P  has  doubled  sales 
and  earnings  every  five  years  for  the 
past  20  years— sometimes  despite 
recessions,  soft  markets,  and  other 
obstacles.  And  we  see  no  reason 
why  we  should  not  double  sales  and 
earnings  again  in  the  next  five 
years.  As  a  matter  of  fact,  there  is 
every  reason  why  we  should. 

First  of  all,  our  resource  base 
has  never  been  stronger.  Through 


the  years,  Georgia-Pacific  has 
acquired  more  than  four  and  a  half 
million  acres  of  fee  timberland  on  a 
sustained  yield  basis,  growing  more 
than  we  harvest  for  our  plants, 
assuring  them  of  a  continuous 
supply  of  raw  material. 

We  have  168  modern,  efficient 
manufacturing  facilities.  And  new 
plants  and  mills  are  on  the  drawing 
board.  Our  building  products 
distribution  system,  consisting  of 
119  centers  strategically  located 
across  the  U.S.,  is  considered  the 
finest  in  the  industry.  It  has  pro- 
gressed to  the  point  where  our 
building  product  sales  now  exceed 
our  production  by  20%  to  25%. 

As  for  sales  potential,  our 
primary  markets  have  never  been 
healthier.  For  example,  the  pulp  and 
paper  market,  which  last  year 
accounted  for  24%  of  G-P's  sales 
volume,  is  already  strong  and 
expected  to  get  even  stronger  well 
into  the  foreseeable  future. 

Georgia-Pacific  never  enters  a 
new  market  without  the  expectation 
of  $50  to  $100  million  in  sales.  And 
we  expect  even  better  results  from 
sales  of  our  PVC  (polyvinyl  chloride) 
products.  Our  PVC  molding  sales 


are  projected  to  experience  a 
five-fold  increase  by  1975.  Next 
year,  we  will  open  a  new  PVC  raw 
material  plant  with  a  capacity 
exceeding  200  million  pounds. 
Eventually  we  plan  to  use  much  of 
this  capacity  to  make  molding, 
siding,  gutters,  door  and  window 
components,  paneling  surfaces,  and 
other  key  building  materials.  By 
the  end  of  1975,  we  project  major 
new  sales  growth  from  PVC  prod- 
ucts, panelboard  (a  thin,  inexpensive 
board  made  from  wood  wastes), 
and  insulation. 

For  the  next  five  years,  G-P 
presently  expects  to  invest  approxi- 
mately $200  million  in  capital 
expenditures  annually.  A  total  of 
$1  billion.  Some  of  this  will  go  for 
more  timberlands.  Some  will  go  into 
development  and  manufacture  of 
new  products.  Some  will  go  toward 
expanding  our  distribution  system. 

Probably  G-P's  most  important 
asset  is  our  seasoned  management. 
Managing  for  new  growth  is  what  we 
know  best.  Based  on  our  record 
and  outlook  for  the  future,  we  fully 
expect  to  double  sales,  net  income, 
and  net  income  per  share  within 
the  next  five  years. 
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$2  00 

Net  income  per 
common  share  (in  dollars) 
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For  information  on  our  Five  Year 
Plan  and  a  copy  of  our  1973 
First  Quarter  Interim  Report, 
complete  and  mail  this  coupon. 
No  obligation,  of  course. 


Name 


Address 
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City 


State 


Zip 


Georgia-Pacific  Corporation 
Dept.  7-18D 
900  S.W.  Fifth  Ave. 
Portland,  Oregon  97204 


Georgia-fecific 


The  Growth  Company 


in  the  can't- wait 
world  of  business, 

there's  a  need 
for  a  big  bank  that 

rolls  up  its  sleeves 
and  gets  the  job  done. 


Business  lives  in  a  micro-second 
world.  A  quick,  competent  yes-or-no 
decision  can  make  the  difference  be- 
tween success  or  failure... for  a  pro- 
gram, a  product,  even  an  entire 
company. 

At  Manufacturers  Hanover,  we've 
structured  our  whole  decision-making 
process  on  quickness  and  competence. 


We've  a  minimum  of  committees ...  a 
maximum  of  authority  for  our  indi- 
vidual bankers . . .  and  almost  no  room 
at  all  for  corporate  "formality." 

In  each  of  the  past  few  years,  for 
instance,  we've  pulled  together  financ- 
ing packages  in  excess  of  $100-million 
—  virtually  overnight— for  some  of  the 
nation's    top    corporations.    And    we 


were  able  to  do  it  because  our  de- 
cision-makers weren't  closeted  be- 
hind closed  doors  when  the  decision 
was  needed. 

Of  course,  we  wouldn't  be  able 
to  work  this  way  if  we  didn't  have  the 
kind  of  people  who  work  here  — pro- 
fessionals, who  can  roll  up  their 
sleeves  and  get  the  job  done. 


MANUFACTURERS  HANOVER 


sa 
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Side  Lines 


Nixott's 

Big  Stick 

want 

Restore  the  OoHar? 


The  Cover  of  this  issue  symbolizes 
the  Nixon  Administration's 
determination  to  get  tough  about 
foreign  barriers  to  U.S.  goods. 


Will  the  Barriers  Come  Tumbling  Down? 

Watergate,  shattering  as  it  is,  ought 
not  to  obscure  the  fact  that  there  are 
many  issues  on  which  all  Americans 
can  and  should  support  the  present 
Administration.  Not  the  least  of  these 
are  measures  to  reverse  the  serious 
trade  deficit.  Right  or  left,  liberal  or 
conservative,  every  American  can 
cheer  Richard  Nixon's  efforts  to  break 
down  the  stubborn  barriers  that  exist 
throughout  the  world  to  the  U.S.' 
exports  of  goods  and  services. 

Because  this  is  one  of  the  most  se- 
rious and  least  understood  of  the  eco- 
nomic issues  facing  us  today,  the 
editors  of  Forbes  have  made  it  the 
theme  of  this,  our  fifth  Annual  Direc- 
tory Issue. 

The  task  of  organizing  the  issue  fell 
to  Senior  Editor  Robert  J.  Flaherty 
and  Reporter  Malcolm  S.  Forbes  Jr. 
Recognizing    the    complexity    of    the 

subject,  they  decided  against  a  long      • 

essay  on  international  trade.  Instead,  in  this  issue  we  give  an  airing  to  many 
points  of  view.  Each  of  the  articles  and  interviews  is,  we  think,  interesting 
in  its  own  right.  Taken  together,  they  give  a  remarkably  complete  overview 
of  the  problem. 

Some  of  the  businessmen  we  talked  with  felt  the  U.S.  should  take  a  leaf 
out  of  the  foreigners'  books.  Textileman  H.  William  Close  argues  for  trade 
barriers  of  our  own.  Short  of  that,  others  feel  we  should  adopt  indirect 
aids  to  our  own  exports:  Hotelman  J.  Willard  Marriott  Jr.  urges  a  subsidy 
for  tourism;  aircraftman  Sanford  McDonnell  recommends  subsidies  for  U.S. 
technology  and  a  loosening  of  the  antitrust  laws. 

We  look  at  the  subject  from  the  foreigners'  points  of  view,  too.  A  top 
Japanese  executive  says  that  Japan,  Inc.  isn't  as  cozy  as  Americans  think 
it  is.  A  number  of  prominent  Canadians  urge  that  the  U.S.  should  accept  a 
continuing  trade  deficit  with  their  country.  Yet  another  article  examines 
some  specific  export  subsidies  that  are  common  in  Europe. 

From  the  government  side,  a  trade  attache  who  insists— understandably 
—on  anonymity  blames  both  business  and  the  Government  for  our  trade 
weaknesses.  Undersecretary  of  State  William  Casey  and  Treasury  Secretary 
George  Shultz  talk  frankly  about  what  they  hope  the  Government  will 
begin  doing  to  remedy  the  situation. 

Focusing  on  specifics,  we  examine:  the  reasons  why  bourbon,  unlike 
Scotch,  is  not  a  major  export;  the  problems  that  success  has  brought  for 
IBM;  and  the  troubles  facing  U.S.  fast-food  franchisers  in  Japan— even  after 
the  Japanese  government  opened  the  door  to  them. 

There  is  more,  much  more,  in  this  issue.  All  in  all,  we  couldn't  think  of 
a  more  appropriate  backdrop  for  our  Annual  Directory  Issue,  wherein  we 
compile  Forbes  four  lists  of  the  500  biggest  U.S.  companies  in  this  year 
of  troubled  prosperity.   ■ 
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AMF  has  a  very  strong  conviction  about  how  to 
increase  its  profitable  share  of  markets.  It  starts  with  the 
word  quality  and  ends  with  the  word  performance. 

And  those  two  words  apply  whether  the  market  is  for 
10-speed  bicycles,  electronic  relays,  water  filters  or 
automated  machinery. 
Quality.  At  AMF  quality  is  brand  names  that  have  a 
customer  franchise.  Like  Ben  Hogan 
and  Cuno  and  Harley-Davidson  and 
Potter  &  Brumfield.  Names  that  stand 
for  added  value  in  the  marketplace. 


Performance.  It  shows  up  in  products  like  the 
AMF  Tire  Retreader  introduced  twelve  years  ago. 
Fifteen  hundred  of  them  are  now  installed  in 
retread  shops,  and  many  of  them  have  been  applying 
tread  rubber  almost  continuously  for  all  twelve  years. 

Penetration  of  markets.  AMF  knows  that's  where  some 
of  its  future  growth  is  coming  from. 

But  it's  only  one  of  many  factors  contributing  to 
today's  record  growth.  Exploration,  communication 
and  development  are  others. 

AMF  Incorporated,  White  Plains,  NY.  10604. 


Market  penetration  helps  AMF  mix  business  with  pleasure. 
Profitably 


As  a  Director  or  Officer  of  a  corporation- 
large  or  small, 
profit  or  non-profit  - 
YOU  could  be 
next  in  line  to  be  sued . 


D  &  O  LIABILITY 
INSURANCE, 

therefore,  demands  your 
urgent  consideration. 


The  important  question: 
Where  to  buy  it? 

The  answer: 

More  corporations  have  bought  D  &  O  Liability  Insurance 
from  us  than  from  any  other  market. 


Stewart,  Smith  ^[7 


116  John  Street 

New  York,  New  York  10038 

(212)  964-6700 

147  Milk  Street 

Boston,  Massachusetts  02109 

(617)  426-0615 

225  Peachtree  Street,  N.E. 
Atlanta,  Georgia  30303 
(404)  688-0963 


141  West  Jackson  Boulevard 
Chicago,  Illinois  60604 
(312)  939-5775 

117  Majorca  Avenue 
Coral  Gables,  Florida  33134 
(305)  444-7631 


3200  Wilshire  Boulevard 
Los  Angeles,  California  90010 
(213)  382-6201 

277  Forest  Avenue 
Paramus,  New  Jersey  07652 
(201)265-959") 


Public  Ledger  Building  Grant  Building 

Philadelphia,  Pennsylvania  19106    Pittsburgh,  Pennsylvania  15219 

(21 5)  925-0432  (41 2)  232-0430 


STEWART,  SMITH: 

Please  send  me  full  information  about  your 
Directors  and  Officers  Liability  protection. 
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At  30,000  feet 
you  need  more  them 

a  good  martini. 

You  also  need  to  keep  those  large  jet 
turbine  engines  spinning  at  7,000  revolutions 
per  minute. 

And  that  means  you  need  the  most 
reliable  and  advanced  ball  bearings  to  control 
friction  and  live  with  engine  heat. 

Textron's  Fafnir  Bearing  Division  is 
the  leader  in  high-technology  ball  bearings. 
For  the  aircraft  industry,  for  machine  tools,  or 
for  anywhere  friction  caused  by  rotary  motion  needs  to  be  controlled. 

Also,  Fafnir  is  entering  new  areas  of  opportunity  by  combining 
bearings  with  other  elements  to  produce  sophisticated  sub-assemblies. 
Such  as  extremely  close-tolerance  spindles  for  computer  memory  systems. 

Textron  assists  its  Fafnir  Division  in  management  and  forward 
planning.  And  with  Textron  s  mobility  of  capital,  we  assist  Fafnir  in  its 
thrust  into  new  markets. 

At  Textron,  our  Divisions  are  encouraged  to  do  what  they  do  best 
in  a  variety  of  markets— consumer,  aerospace,  industrial  and  metal 
product.  And  now  we're  engaged  in  creative  capital  investment  through 
American  Research  and  Development. 

Textron  is  more  than  30  innovative  Divisions.  Each,  in  its  own 
way,  making  its  thrust  into  the  future.        m         ^ 

Textron* 

The  forward  thrust. 


Textron.  Providence.  Rhode  Island  02903 


"We  used  another  copier  company  for  years. 
Now  were  using  SCM  and  saving  28%? 

Gary  J.  Waugaman,  Purex  Corporation,  Ltd. 


"We  run  off  about  4  million  copies  a  year. 
Which  isn't  bad  for  a  company  that  started  50 
years  ago  as  a  small,  family  operation','  says 
Systems  Analyst  Gary  Waugaman. 

Today,  Purex  means  a  lot  more  than  bleach.  In 
fact,  it  was  Purex  Corporations  aviation  group 
that  began  the  study  which  led  to  a  change 
in  their  corporate  copier  set-up. 

"Of  the  four  copier  companies  we  talked  to',' 
Gary  explains, "SCM  sounded  the  best.  So  we 
put  one  of  their  copiers  in  for  a  three-month  test. 
It  averaged  10,000  copies  a  month  and  func- 
tioned without  a  failure  for  that  whole  period. 

"After  we'd  replaced  most  of  our  copying 
machines  with  SCM  copiers"  Gary  continues, 
"I  took  a  survey  which  showed  our  costs  were 
down  28%.That's  about  $70,000  a  year." 

What  about  the  quality  of  SCM  copies? 


"I  like  it. To  me','  he  says, "SCM  reproduces  to 
a  finer  degree  than  any  other  copier  I've  seen. 
For  example,  if  you  have  a  heavy  line,  a  border 
say,  the  SCM's  give  you  a  much  blacker  line'.' 

And  the  range  of  SCM's  available? 

"Impressive','  he  replies.  "We  have  people 
running  anywhere  from  450  copies  a  month  to 
25,000.  And  there's  an  SCM  copier  just  right  for 
every  one  of  them'.' 

So  it's  not  surprising  that  Purex,  like  96  per 
cent  of  our  national  clients,  didn't  hesitate  when 
it  came  time  to  renew  their  contract. 

Gary  Waugaman  will  tell  you,  "Purex  is  a  very 
diversified  company,  but  I  don't  think  we'll  get 
into  copiers.  Too  much  competition  from  SCM." 


SCM 


COPIER  PRODUCTS 

BUSINESS     EQUIPMENT     DIVISION 


The  complete  copier  company 


Trends  &Tangents 

Foreign 


Jolly  Good  Show 

Detroit  is  not  the  only  auto  capital 
racking  up  records  these  clays.  British 
automakers  arc  also  cautiously  fore- 
casting a  record  2.5  million-car  year 
for  1973.  Thus  London's  Society  of 
Motor  Manufacturers  &  Traders  an- 
ticipates the  end  of  an  eight-year 
"stop-and-go"  period  marked  by  crip- 
pling work  stoppages,  government  re- 
strictions and  heavy  foreign  penetra- 
tion of  Britain's  home  market.  EEC 
membership  is  expected  to  boost  by 
about  202  an  export  business  that  al- 
ready totals  45?  of  sales. 

Travel  Tip 

Export-Import  Bank  head  Henry 
Kearns,  after  a  recent  6)2-week  trip 
to  the  Far  East,  Australia,  the  Soviet 
Union  and  Eastern  Europe,  described 
his  trip  as  being  "from  the  most  ex- 
pensive city,  Tokyo,  to  the  city  that  is, 
I  think,  the  best  bargain,  which  is 
Warsaw." 

Bonne  Chance 

The  Paris  stock  exchange  has  an- 
nounced a  series  of  new  policies 
aimed  at  bringing  back  some  of  the 
business  lost  to  the  more  active  Lon- 
don and  Zurich  markets.  In  addition 
to  new  protections  for  minority  stock- 
holders caught  in  takeover  bids,  the 
exchange  rules  now  permit  registered 
brokers,  banks  and  institutions  to 
trade  securities  for  customers'  ac- 
counts at  any  hour.  Previous  trading 
hours  were  only  from  12:30  p.m.  to 
2:30  p.m.  Transactions  now  must  be 
made  at  the  last  price  quoted  on  the 
exchange,  with  a  fixed  margin  up  or 
down  to  cover  risk. 

Bonds  Away 

Despite  devaluations,  inflation  and 
predictions  to  the  contrary,  the  poor, 
battered  U.S.  dollar  still  remains  the 
keystone  of  the  European  financial 
world— particularly  the  so-called  Eu- 
robond market.  In  1972  international 
borrowers  placed  an  estimated  S5.7 
billion  in  bond  issues  in  that  market, 
a  55%  increase  over  the  $3.6  billion 
placed  in  1971.  Bonds  of  dollar  de- 
nominations made  up  $3.3  billion  of 
last  year's  total. 

Business 

New  Interest 

Those  personal  business  interests 
that  led  J.  Paul  Sticht  to  announce 
in   the    middle   of   last   year   that   he 


was  retiring  from  the  presidency  of 
Federated  Department  Stores  have 
proved  not  to  be  so  absorbing  after 
all.  Late  last  month  Sticht  was  elected 
president  and  chief  operating  officer 
of  R.J.  Reynolds  Industries,  the  larg- 
est U.S.  tobacco  company  but  also  a 
power  in  container  shipping,  specialty 
foods  and  foreign  oil  production. 

Going  for  Broke 

The  typical  bankrupt  person, 
among  the  165,000  who  filed  in  1972, 
was  not  a  big  spender  keeping  up 
with  the  Joneses,  according  to  a  recent 
study  by  the  Northwestern  National 
Life  Insurance  Co.  Rather,  he  was  an 
undereducated,  underemployed  blue- 
collar  worker  whose  insolvency  was 
most  often  due  to  external  causes  be- 
yond his  management  or  control,  such 
as  loss  of  a  job  or  major  health  or 
accident  expenses. 

Where  There's  a  Will... 

The  pressures  of  paperwork  gen- 
erated by  the  myriad  federal  securi- 
ties regulations  are  threatening  to  put 
the  nation's  small  securities  firms  out 
of  business,  complains  Raymond  ^*. 
Cocchi,  president  of  the  Independent 
Broker  Dealers  Trade  Association 
(IBDTA).  And  the  small  IBDTA 
members  do  not  have  the  funds  to  ef- 
fectively plead  their  case  before  con- 

(Continucd  on  page  22) 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
□  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F4826 
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Our  installation  and 

maintenance  trucks  are 

depots  on  wheels. 
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The  time  to 

think  about  maintenance 

is  before  you  buy 


We  keep  some  85,000  installation 
and  maintenance  trucks  on  the 
road,  operating  out  of  1,800 
service  centers  that  cover  the 
country.  So  whenever  you  need 
repair  service,  there's 
someone  close  at  hand. 
Even  if  it's  a  com- 
plex PBX,  our  repair  people 
know  what  to  bring.  And 
while  our  trucks  are  liter- 
ally depots  on  wheels,  we 


don't  take  anything  for  granted. 
Just  in  case,  we  have  well-stocked 
service  centers  behind  every  truck. 

But  most  important,  our 
people  know  what  they're  doing.  To 
make  sure,  each  receives  an 
extensive  training  course  before 
setting  foot  in  your  office. 

There  are  many  more 
reasons  to  choose  a  Bell  System 
PBX  than  the  maintenance  that 
backs  it  up,  but  none  that  lets  you 
sleep  better. 

If  our  maintenance 
organization  says  anything 
about  AT&T  and  your  local 
Bell  Company,  it  says  we 
care  about  our  customers. 


We  hear  you. 


Is  your  company  buying  the  insurance  it  needs? 
Or  just  what  your  insurance  man  has  to  sell? 


Unfortunately,  a  lot   j| 
of  companies  don't  realize 
there  can  be  a  difference^  * 

You  see,  as  your  com*1 
pany  gets  bigger,  you 
need  more  than  just  more 
insurance.  You  need  a 
wider  range  of  services. 

Services  your  insurance 
man  may  not  have  sold  you. 
Simply  because  he  doesn^t 
have  them  to  sell. 

A  problem  that  we 
at  Alexander  &  Alexander 
call  outgrowing  your  insurance 
service. 

For  example,  if  your 
company  is  moving  into 
new  products,  it  may  well 
be  that  your  insurance 
service  doesn't  have  the 
industrial  specialists  to 
help  you  cope  with  your 
new  risks.  Or  maybe  your 


insurance  service  doesn't 
offer  your  company  the 
kind  of  safety  engineering 
that  can  result  in  lower 
rates.  And  greater  protec- 
tion for  your  employees. 

Perhaps  your  insur- 
ance service  isn't  helping 
you  get  as  much  out  of  your 
employee  benefit  plan  as 
you  should. 

Or  if  you're  branching 
out  into  other  states,  even 
other  countries,  maybe 
your  insurance  service  isn't 
big  enough  to  be  every- 
where your  company  goes. 


Here's  the  point:  if 
your  company  is  out- 
growing its  insurance 
service,  you  should 
know  about  it. 
We'd  be  glad  to 
send  you  a  book 
that  will  help. 
And  while  it's 
telling  you  things 
about  your  own 
insurance  service, 
it  also  tells  you  about  us. 
the  many  services  that 
have  made  Alexander  & 
Alexander  one  of  the  world's 
largest  insurance  broker/ 
agents  and  consultants. 
For  your  free  copy, 
just  write  on  your  company 
letterhead,  including  your 
title,  to: 

Alexander  &  Alexander  Inc., 
1 185  Avenue  of  the  Americas, 
Dept.Q,N.Y,N.Y.  10036. 
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We've  made  a  name  for  ourselves. 


Now  we're  making  a  face  for  ourselves. 

Alexander 
g/^exander 
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A  company  in  a  congested  industrial  center 
is  like  a  human  being  in  a  congested  city. 

Frustrated.  By  the  monumental  problem  of 
simply  getting  from  place  to  place. 

To  escape  that,  many  people  are  moving  to 
smaller  towns.  And  many  f*  C/^B^*  1 A 

companies  are  moving  with  ^^B^^K^^lA%* 

them.  Not  just  to  any  smaller   Where  a  company  can  live  like  a  human  being. 
But  to  the  smaller 


towns 

towns  of  Georgia.The  trans- 
portation and  distribution 
center  of  the  Southeast. 

In  Georgia's  smaller 
towns,you  can  be  on  or  near 
the  Interstate  highway  net- 
work. Plus  a  100,000  mile 
system  of  public  highways 
within  the  State. 


Georgia  Department  of  Community  Development 
Industry  Division,  Dept.  FB-6,  Box  38097 
Atlanta,  Georgia  30334 

Please  tell  me  more  about  Georgia. 

Ma  me Title  

Company  

Address  

City  

State  


Served  by  some  500  motor  carriers. 

You  can  be  near  two  deep-water  ports  that 
put  you  amazingly  closer  to  the  heartland  of 
America.You  can  have  access  *:o  over  200public 
and  private  airports. You  can  be  near  pipelines 
and  6,000  miles  of  railroad. 

In  Georgia's  smaller 
towns,  your  company  can 
be  near  all  that.  Close  to 
your  resources.  Close  to 
your  markets.  Close  to 
transportation.  But  rarely 
frustrated  by  it. 

So  may  we  direct  your 
attention  to  our  coupon? 

Send  it  to  a  better  place. 
Georgia.  A  better  place  for 
a  company  to  find  itself. 


Zip 


WhylU 
passes  the  buck. 


At  IU,  supplying  the  capital 
needs  of  subsidiary  companies  is  the 
key  to  a  balanced  business  mix. 

An  example:  recycling  cash 
from  our  larger  companies  to  fuel 
the  growth  of  promising  smaller 
operations. 

During  the  past  1 0  years,  this 
kind  of  asset  management  has 
helped  produce  a  compound  annual 
growth  rate  of  15%  in  earnings 
per  share.  Over  the  next  5  years 


IU's  cash  flow  system  promises  to 
provide  more  than  $1  billion  for 
reinvestment  without  additional 
equity  financing. 

To  learn  more  about  IU's 
growing  role  in  energy, 
transportation/distribution,  and 
environmental  markets,  write  for  a 
copy  of  our  annual  report  to 
investors.  Corporate  Affairs, 
IU  International,  1500  Walnut  St, 
Philadelphia,  Pennsylvania  19102. 


m 

International 


SERVING  WORLDWIDE  ENERGY.  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


What  nl&kes  him  the 
tennis  player's  tennis  player    1 
makes  us  the 
Scotch  drinker's  Scotch,    t 


Black  &  White. 
The  Scotch  drinker's  Scotch. 


In  188  countriej  around  the  world,  Black  &  White  ii  the  Scotch  drinker  i  Scotch. 
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Trends  &Tangents 


(Continued  from  page  18) 

gressional  subcommittees  scheduled  to 
consider  securities  reform  legislation 
later  this  year.  So,  by  persuading  an- 
other House  committee  to  conduct 
hearings  on  the  Association's  behalf, 
Cocchi  managed  to  have  the  Govern- 
ment do  the  IBDTA's  research  for  it 
—quite  some  political  savvy  for  a  group 
that  claims  it  is  being  victimized  by 
the  federal  bureaucracy. 

New  Import? 

A  new  Japanese  no-joint  industrial 
and  irrigation  plastic  pipe,  now  be- 
ing tested  here  under  the  auspices  of 
the  Interior  Department,  has  the  ad- 
vantage that  it  is  produced  in  a  soft 
form,  enabling  it  to  be  rolled  up  or 
folded  for  shipment.  Thus  800  feet  of 
40-inch-diameter  pipe  can  be  loaded 
on  a  single  40-foot  trailer.  Then,  at 
the  site,  the  pipe  is  fed  in  one  piece 
through  a  heater  for  the  final  harden- 
ing process. 

Sticks  and  Stones 

Employers  will  have  to  revise  their 
disciplinary  policies  on  worker  fights 
on  the  shop  floor  in  the  wake  of  a 
recent  labor  arbitration  ruling.  Most 
firms  reserve  the  more  severe  penal- 
ties for  the  worker  who  strikes  first. 
But  in  a  union  case  against  Square  D 
Co.,  the  arbitration  judge  ruled  that 
abusive  language  and  racial  slurs  can 
make  the  insulter  the  aggressor  if  a 
fight  breaks  out.  In  the  case,  a  white 
female  employee  was  found  to  have 
used  "vile  and  abusive"  language  to 
a  black  woman  coworker,  who  re- 
sponded by  attacking.  The  company 
fired  her  and  gave  her  antagonist  a 
15-day  layoff.  The  labor  judge  re- 
duced  the   firing   to   a   60-day   layoff. 


Washington 


Youth  Movement? 

The  man  officially  in  charge  of  the 
multibillion-dollar    effort    to    produce 

gasoline  from  coal,  heralded  in  1'iesi- 
dent  Nixon's  recent  energy  message, 
is  the  man  also  in  charge  of  the  mas 
sive  oil  import  program,  now  running 
over  $5  billion  a  year,  lie  is  Stephen 
A.  Wakefield,  32,  the  new  $38,000-a- 
year  Assistant  Secretary  for  Energy 
and  Minerals  in  the  Interior  Depart- 
ment. Bul  affairs  of  such  gravity  are 
not  left  altogether  in  the  hands  of  a 
32-year-old  bureaucrat.  Says  Wake- 
field: "The  key  policy  decisions  will 
continue  to  be  made  l>\  Kissinger 
and   ShultZ."   ■ 
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TRWhasa 

way  of  growing. 


1972  sales  highest  in  history-  $1.69  billion. 
Earnings  per  share  up  20%. 


"TRW  is  better  prepared  for 
growth  than  ever  before? 

—  Horace  A.  Shepard,  Chairman 
of  the  Board  and  Chief  Executive 
Officer,  TRW  Inc. 

TRW  set  a  new  record  in 
1972  by  following  the  basic 
business  plan  which  has  sue 


on  the  growth  segments  of  our 
basic  markets  —  and  a  lot  of 
common  sense. 

The  plan  works. 

We  know  it  works  because 
we  have  expanded  in  each  of 
our  basic  markets  at  a  rate 
appreciably  greater  than  the 


cessfully  guided  us  for  decades:  -     growth  rate  of  the  market  itself, 
selective  diversification,  strong  For  example:  While  the 

market  penetration,  develop-  North  American  automotive 

ment  of  technologies 
that  anticipate  market 
needs,  measured  risk- 
taking  in  new  markets, 
aggressive  manage- 
ment, concentration 


Financial  Highlights 

(Dollar  amounts  in  thousands  except  lor  per  share  data) 

1972 


1971 


Percent 
Change 


Net  Sales  . 


$1,687,510        $1,546,968 


9% 


sector  was  growing  5.9  percent 
in  the  past  five  years,  TRW 
concentrated  on  the  growth 
segments  of  the  industry  and 
gained  a  31  percent  sales 
increase  in  the  same  period. 

Most  of  our  divisions  have 
unprecedented  backlogs,  our 
financial  position  is  strong, 
and  TRW  is  in  a  sound  position 
for  the  future. 

We  know  we  have 

a  growth  plan  that 

works.  We're  going 

to  stick  to  it. 

That's  also  common 

sense. 


Earnings  Before  Taxes    $    137,994        $    122,843       12% 


Net  Earnings 


$      76,109        $      65,671        16% 


Per  Common  Share 
Primary  Earnings  . 


2.22 


1 .85       20% 


Total  Assets.    .    ,    .    $1,235,716        $1,115,942        11% 


"Restated  to  conform  with  Accounting  Principles  Board  Opinion  #23. 


Here  are  a  few  ways  ♦  ♦  ♦ 


Some  examples  of  how  we're  growing. 


1.  Energy  Systems 

TRW  systems  for  electrical  power 
distribution  and  petroleum  production 
are  a  major  growth  opportunity  because 
of  the  worldwide  energy  crisis. 
Examples:  We  have  signed  a  $20 
million  contract  with  the  U.S.S.R.  for 
submersible  oil  pumping  equipment 
and  a  multimillion-dollar  contract  with 
the  Swedish  State  Power  Board  for  an 
integrated  data  system  for  electrical 
power  distribution. 


2.  Automotive  and  Transportation 

We  have  a  newly  packaged  line  of 
TRW-branded  auto  accessories  and 

car-care  items  that  consumers  need  and 
buy  regularly  from  mass  merchandisers. 
With  replacement  parts,  as  well  as 
original  equipment  in  our  product 
mix,  we  are  penetrating  deeper  into 
this  rapidly  growing  segment  of  the 
automotive  industry.  TRW  engineers 
are  also  designing  and  managing 
construction  of  highways,  mass  transit 
systems  (including  the  new  Washington, 
D.C.,  subway),  airports  and  other 
transportation  facilities. 


3.  Communications  and 
Information  Handling 

TRW's  computerized  consumer  credit 
reporting  business  handles  more  than 
one  million  credit  inquiries  per  month. 
Over  35,000  TRW  charge  authorization 
terminals  are  the  basis  for  retail 
communications  networks  in  more    . 
than  600  stores,  banks,  and  airline 
offices.  TRW,  a  leader  in  communi- 
cations satellites,  recently  won  a  $36 
million  contract  for  a  Navy  communi- 
cations spacecraft. 


4.  International  Markets 

International  products  range  from 
industrial  and  electronic  components 
to  such  automotive  items  as  rack  and 
pinion  steering  and  this  unique,  new 
three-point  seat  belt  safety  system. 
International  sales,  which  were  slightly 
more  than  $200  million  five  years  ago, 
now  exceed  $450  million,  or  27  percent 
of  total  volume.  Principal  operations 
are  in  Argentina,  Australia,  Brazil, 
Canada,  France,  Germany,  Italy, 
Japan,  Mexico,  Taiwan  and  the 
United  Kingdom. 


5.  Investing  for  Future  Growth 


To  produce  a  continuing  flow  of  new 
products,  TRW  will  spend  a  record 
$90  million  in  1973.  We  will  build  new 
plants,  expand  existing  facilities  and 
improve  production  techniques.  Over 
two-thirds  of  this  money  will  be  spent 
in  the  United  States  where,  in  the  past 
five  years,  TRW  has  invested  nearly 
$250  million.  Current  projects  include 
a  new  $4  million  precision  mechanical 
forging  complex,  a  $7  million  plant  for 
production  of  power  rack  and  pinion 
steering  components  in  Tennessee  and 
a  new  $4-5  million  fastener  facility 
in  Connecticut. 


For  a  copy  of  our  1972  annual  report, 
we  invite  you  to  write  Mr.  W.  R.  Baker, 
TRW  Inc.,  23555  Euclid  Avenue, 
Cleveland  OH  441 17. 
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HAS 

WORKERS 
WHO 
WORK 


lowans  are  intelligent,  well- 
educated  and  take  a  midwest- 
ern  pride  in  their  work.  And 
they  add  value  to  the  prod- 
ucts they  make  —  over  $2,000 
more  value  annually,  per  work- 
er, than  the  national  average. 
For  information,  send  this 
coupon. 

Iowa  Development  Commission 
250  Jewett  Bldg.,  Dept.  Fb-5, 
Des  Moines,  Iowa  50309 
Please   send   me   information   of 
industrial  opportunities  in  Iowa. 

NAME 

PHONE 

FIRM  

ADDRESS 

CITY 


STATE 


ZIP 


Readers  Say 


Why  They're  Out 

Sir:  There's  no  mystery  why  many 
investors  are  out  of  the  market.  We 
read  that  most  of  the  large  brokerage 
houses  are  losing  money,  that  many 
are  in  financial  trouble.  We  read  about 
the  Equity  Funding  scandal,  about  the 
New  York  Stock  Exchange  blowing 
the  whistle  on  the  man  who  blew  the 
Equity  thing  up,  about  the  Levitz 
Furniture  scandal.  Many  of  my  friends 
think  the  majority  of  brokerage  house 
men  only  work  for  the  company  and 
not  the  customers.  Until  the  Big  Board 
decides  to  be  honest,  and  the  cus- 
tomers get  this  impression,  we  will  be 
out  of  the  market.  I  think  we  are 
in  the  majority. 

—George  Keil 
Shelby,  Ohio 

Rich  Rockers 

Sir:  Re  "The  Rockers  Are  Rolling 
in  It"  (Apr.  15).  The  whole  pattern 
of  life  has  gone  mad;  athletes,  enter- 
tainers, pornographic  authors  becom- 
ing instant  millionaires!  The  affluent 
society?  The  polluted  and  depleted 
society! 

—John  F.P.  Tate 
Roanoke,  Va. 

Sir:  Among  those  rock  stars  are  ex- 
cellent examples  of  the  fact  that  mon- 
ey spent  for  amusement  and  flamboy- 
ant living  does  no  one  any  lasting 
good.  It  hurts  the  country  by  example. 
—Mark  Taynton 
Falls  Church,  Va. 

Sir:  Why  so  aghast  over  superstars' 
salaries?  They're  selling  emotions  and 
revolution.  If  Geneen  would  diversify 
into,  say,  revolution,  he  could  rake  in 
the  adulation  and  the  gold  too. 

—Barry  Gordon 
Philadelphia,  Pa. 

Sir:  So  rock  'n'  roll  is  the  way  to 
riches,  eh.  Why  don't  you  replace  your 
financial  writings  with  songsheets? 

—Harvey  Jones 
Los  Angeles,  Calif. 

Easy  Solution 

Sir:  The  imbalance  you  talked 
about  ("The  Great  Imbalance,"  May 
1)  could  be  in  the  minds  of  those 
portfolio  managers  that  are  willing  to 
pay  for  growth  "at  any  price."  Isn't  it 
ironic  that  the  corporations  with  the 
low  P/Es  and  the  large  retirement 
funds  support  the  highflyers  by  buy- 
ing these  stocks  for  their  own  pension 
funds?  Then  they  complain  about 
their   own   stocks'   P/E   and   end    up 


buying  it  because  nobody  else  will. 
The  solution  is  simple:  Corporations 
with  low  P/Es  should  instruct  their 
investment  managers  to  buy  more  low 
P/E,  high- value  types  of  securities  for 
their  retirement  funds. 

—Jerome  T.  Rodgers 
Pittsburgh,  Pa. 

Illogic— Female  Style 

^Sir:  If  50-60-times-earnings  stocks 
are  rejected  "out  of  hand"  by  Mayri 
Voute  (The  Money  Men,  Apr.  15), 
why  then  is  International  Flavors  & 
Fragrance,  with  a  70-plus  P/E,  one 
of  the  three  American  stocks  in  which 
she  invests?  Must  be  female  illogic. 

— Gwen  Deutsch 
Sante  Fe,  N.M. 


Sir:    I  recall   other 
women     occasionally 


articles   about 
appearing     in 


The  Money  Men.  Don't  you  think  it 
might  be  wise  to  use  a  more  appro- 
priate title? 

—Sheila  Haughey  Croucher 
Newark,  N.J. 

Webster's  says  that  the  first  mean- 
ing of  "man"  is  human  being,  member 
of  the  human  race;  its  use  for  males 
only  is  a  later  meaning.  Anyhow, 
Money  Person  wouldn't  sound  right, 
would  if?— Ed. 

Leave  It  to  Business 

Sir:  Re  your  criticism  ot  my  pro- 
posal for  floating  exchange  rates 
(Other  Comments,  Apr.  15).  You 
do  not  serve  the  business  world  well 
with  a  few  superficial  comments,  es- 
pecially when  businessmen  with  real 
experience  and  expertise  in  the  field 
do  not  share  your  views. 

— J.W.  Van  Gorkom 

President, 

Trans  Union  Corp. 

Chicago,  111. 

Sir:  Too  bad  Van  Gorkom's  sys- 
tem of  floating  rates  is  operable  on 
the  stock  exchange.  His  company's 
stock  is  near  a  three-year  low. 

—Sidney  Smith 
San  Francisco,  Calif. 

Sin:   A  floating  exchange  rate  sys- 
tem won't  work?  What's   happening 
now?  Has  the  world  come  to  an  end? 
—Herbert  T.  Johnson 

Miami,  Fla. 

A  Yen  for  Gold 

Slit:   Your  editorial  "All  This  CMi.it 
ter  About  Gold"  (Apr.  1)  suggested 
that   the   strongest    currency    in    the 

word  was  the  yen  and  rightfully  point- 
ed out  that  this  currency  has  limited 
gold  hacking.  The  Implication  was 
clear— gold  is  of  limited  value.  This  is 
(Continued  on  page  35) 
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Put  your  president  on  the  carpet 


Sony's  magic 
carpet  machine. 
It  can  deliver 
your  president's 
message 
throughout  your 
company  faster 
and  more 
effectively  than 
any  other  method. 
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Now  you  can  deliver  your  president— 
with  his  personal  conviction- 
right  to  the  people  he  needs  to  convince: 
sales  people,  dealers,  customers,  investors. 
And  you  can  do  it  with  the 
Sony  U-Matic  Color  Videocassette  System. 

Put  your  president  on  videocassettes. 
With  a  Sony  Videocassette  Recorder. 
In  color  or  black  and  white. 
In  two-track  sound.  And  duplicate  him  on 
as  many  copies  as  you  need,  to  be  shipped 
to  any  location  you  designate. 
Safely.  Quickly.  Economically. 
To  be  played  on  easy-to-operate 
Sony  Videocassette  Players. 

Let  Sony  show  you 
how  your  VIP's  can  be  anywhere, 
anytime,  whenever  there's  a  need 
for  "A  Message  From  Management" 
Mail  the  coupon  today. 
It's  your  first  step 
on  the  Sony  magic  carpet  machine. 

Sony.  Ask  anyone. 


SONY® 


SN-121 


Sony  Corporation  of  America 
Video  Products  Dept.  FBS-053 
47-47  Van  Dam  Street 
Long  Island  City,  N.Y.  11101 

Gentlemen:  I'd  like  to  learn  more  about  the  Sony 
U-Matic  Color  Videocassette  System.  Please  send 
information  to: 


TITLE 

COMPANY 

^.       PHONE 

1     ADDRESS 

1       CITY 

STATE 

ZIP 

Sony  n      Color 
Videocassette 


A  TRADEMARK  OF  SONY  CORP. 
All  TV  reception  simulated 


System 


Improving  productivity 
is  as  simple  as  1, 2, 3, 4. . 


1.  Troubleshoot  faster.  A  machine 
malfunction  may  take  hours  to 
find;  Westinghouse  Nu ma-Logic ™ 
control  spots  it  instantly.  The  red 

lights  in  the  circle  spot  trouble 
(a  limit  switch  has  quit  working) 
and  tell  where  it  is.  Often  shrinks 
downtime  in  automated  opera- 
tions from  hours  to  minutes. 


2.  Speed  up  maintenance.  Two  men  can  tear  down  and  reassemble  this 
5000  hp  Westinghouse  "takeapart"  motor  in  less  than  2V2  hours. 

With  a  conventional  motor,  it  would  take  about  three  times  as  long. 
On  periodic  inspections,  this  Westinghouse  design  lets  them  get  the 
motor  back  on  line  five  hours  sooner. 

Westinghouse 


; 


3.  Reduce  maintenance.  This  Westinghouse  bulb  out- 
lasts the  bulbs  it  replaces  by  40%  or  more.  There  are 
more  productive  uses  for  a  maintenance  man's  time 
than  replacing  light  bulbs.  Good  argument  for 
Westinghouse  Industrial  Service  bulbs.  Exclusive 
feature:  average  life  of  3,500  hours.  (100-watt 
example:  3500  hours  life  at  1280  lumens  vs  2500 
hours  at  1480  lumens  for  our  Extended  Service  Bulb.) 


4.  Be  ready  for  change.  When  a  production  need 
changes,  this  drive  can  be  modified  in  minutes.  An 

adjustable-speed  drive  that  controls  a  motor  is 
usually  customized  for  one  application.  Modifying 
one  usually  means  long  delays  and  lost  production. 
This  Westinghouse  drive  can  be  modified  in  the  field 
in  minutes,  with  simple  kits. 

Westinghouse  Electric  Corp.,  Pittsburgh,  Pa.  15222 


helps  make  it  happen 


Pinkerton's 
lets  vou  in  on  some 
of  our  secrets. 


When  they're  looking  for  a 
man,  we  send  a  woman. 

One  of  the  most  effective  approaches 
to  undercover  investigations  is  to 
assign  the  unexpected.  In  many  cases,  s 
women.  They're  excellent  and  unob- 
trusive workers  when  checking  into 
shoplifting  losses,  insurance  claims, 
information  leaks.  In  fact,  Pinkerton's 
has  employed  and  regarded  women  as 
professional  equals  for  decades. 

We  never  let  our  guard  down- 
in  Terre  Haute  or  New  York. 

Accept  nothing  less  than  the  highest 
standards  in  the  guard  service  you 
contract  for— in  the  hiring,  training  and 
supervision  of  its  guards.  When  buying  security, 
it  just  doesn't  pay  to  sacrifice  quality  in  order 
to  save  a  little  money.  Through  over  100  Pinkerton 
offices,  we  make  sure  our  clients  everywhere  get 
uniform  quality  and  the  industry's  highest 
supervisor-to-guard  ratio— and  get  them,  for  any 
number  of  facilities,  in  one  simple  contract. 

The  instant  deterrent  is 
an  instant  I.  D.  card  system. 

An  identification  card  system  for  personnel  can 
be  installed  anywhere  —  plant,  hospital,  college,  any 
business  or  institution— and  it's  not  all  that  time- 
consuming  and 
expensive.  Yet  its 
effectiveness  goes 
far  beyond  keeping 
outsiders  out.  It  also 
serves  as  a  constant 
reminder  of  your 
vigilance. 


F 


EMPLOYEE 
IDENTIFICATION  CARD 

Pinkerton's 

Electro-Security 
Company 


Control  the  crowd  before 
the  crowd  gets  there. 

Relaxed  and  unnoticed  crowd  control  begins 
before  the  event  actually  takes  place,  whether  it's  a 
stockholders'  meeting  or  a  rock  concert.  A  good  place 
to  start  is  with  a  careful  estimate  of  crowd  size  — 
and  mood— and  a  detailed  study  of  security  weak 
spots.  One  result  of  planning  well  in  advance  is  that 
you  get  maximum  security  with  minimum  manpower. 

Look  beyond  the  honest  face. 

We  all  know  appearances  can 
be  deceiving,  yet  all  too  many 
companies  place  trust  through 
intuition.  Don't  let  stereotype 
images  mislead  you  —  whether 
you're  hiring  executives, 
tracking  down  inside  thieves  or 
screening  outside  solicitors.  And 
if  you  can't  resist  suspecting 
a  face,  suspect  the  honest 
one,  too. 

Pinkerton's  has  been  around  longer  than  any 
other  private  security  firm.  As  the  industry  leader - 
in  size  and  experience  — we  feel  obliged  to  point 
out  some  security  techniques  you  may  have  over- 
looked. That's  why  we're  revealing  some  of  our 
"secrets"  in  ads  like  this.  If  you'd  like  advice  on 
a  specific  security  problem,  simply  write  or  call  us. 
An  in-person  consultation  will  remain  confidential 
(and  free). 

Pinkerton's 
the  professionals 

PINKERTON'S,  INC. 

100  Church  Street,  New  York,  N.Y.  10007 

PINKERTON'S  OF  CANADA,  LIMITED.  Montreal,  Quebec 
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Heuer  before  have  so  few  fed  so  manv. 
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In  1945  one  American  farmer  fed  15  people.  Now  he  feeds 
51!  One  reason  is  that  Sperry  New  Holland  helps  solve 
some  of  the  problems  that  once  slowed  him  down. 

Hay-making,  for  instance.  Sperry  New  Holland 
invented  a  system  of  machines  that 
lets  one  man  do  the  job  faster  than  a 
crew  once  could. 

One  machine  cuts  the  hay  and  condi- 
tions it  so  it  dries  between  25%  and  40% 
faster— which  means  it  can  be  baled 
sooner  reducing  the  possibility  of  weath- 
er damage. 

Another  bales  it  right  in  the  field. 
Another  scoops  up  the  bales  and  un- 
loads them  wherever  they're  needed. 

Sperry  New  Holland  solves  other 
farm-work  problems  too.  One  of  the 


most  sophisticated  new  techniques  in  problem-solving 
is  computer  analysis  of  new  machines,  to  make  them  as 
maintenance-free  as  possible. 
The  result  is  not  only  more  food  for  domestic  and  over- 
seas consumption,  but  valuable  export- 
able technology  that  can  help  make  un- 
developed countries  self-sustaining. 

All  part  of  the  Sperry  idea:  Making 
machines  do  more,  so  man  can  do  more. 
It's  the  common  purpose  that  makes 
New  Holland,  Vickers,  Univac,  Sperry 
and  Remington  add  up  to  Sperry  Rand 
Corporation. 

For  more  information,  write  to  the 
Chairman  of  the  Board,  Sperry  Rand 
Corporation,  1290  Avenue  of  the  Amer- 
icas, New  York,  New  York  10019. 


SPERRY  RAND  CORPORATION 

mnmnc  mncmnES  do  mo  re,  so  mnit  con  do  hiore. 


We're  only  a  drop  in 
the  bucket. 

Burlington  Northern  helps 
St.  Paul  paint  makers 
stay  in  the  black  because 
we  take  a  load  of  their  paint 
870  miles  to  Billings 
Montana  for  about  19^  per 
twelve-pound  gallon. 

Paint  with  a 
suggested  retail 
price  of  $8.00 
a  gallon. 


BURLINGTON 
NORTHERN 


Whether  you're  shipping 
paint  or  potatoes,  you  owe 
it  to  yourself  to  find  out  how 
a  modern  railroad  can  help 
you  hold  the  line  on  distribu- 
tion costs. 
Everybody's  looking 

for  a  better  way 
to  go. 

Maybe  we've 
got  yours. 


The  better  we  get,  the  better  it  is  for  you. 


, 


Take  it  easy. 
Those  are  words  not  often  associated 
with  commercial,  industrial 
or  institutional  construction. 
Because  you  usually  need 
your  new  building  yesterday. 

But  you  can't  just  toss  up 
four  walls  and  a  roof.  You  want 
things  like  quality,  good  looks, 
function  and  serviceability. 
And  those  things  take  time 
to  organize,  plan  and  build. 

That's  where  we  can  help. 
With  our  products 
and  your  Butler  Builder's  services. 

His  everyday  business  is  planning 
and  building  commercial,  industrial 
and  institutional  buildings. 
So  he  knows  the  ropes 
and  can  often  help  relieve 
some  of  the  pressures  of  planning, 


budgeting,  designing,  scheduling. 

any  of  the  phases 

of  project  management. 

For  example,  he  might  help 
analyze  your  layout  needs 
for  both  people  and  equipment; 
then  help  pick  the  right  type, 
size  and  shape  Butler 
building  system.  Or,  if  necessary, 
he  might  even  have  us  engineer 
and  fabricate  a  special  building. 

And,  because  we  use 
building  systems, 
actual  construction  goes  faster. 
All  the  building's  components 
are  designed  and  manufactured 
to  work  together  precisely. 
They  arrive  on  the  site  ready 
for  quick,  accurate  erection. 
The  whole  Butler  approach 
to  building  is  designed 


to  help  save  time 

so  your  new  building  becomes 

a  usable  asset  sooner. 

One  that's  efficient 

and  economical. 

So  when  you're  ready  to  build, 
tax  us.  Not  yourself. 

For  more  information, 
call  your  Butler  Builder." 
He's  listed  in  the  Yellow  Pages 
under  "Buildings,  Metal." 
Or  write  us  for  this  free  informative 
brochure.  And,  if  you'll  tell  us 
how  you  plan  to  use  your  building, 
we'll  try  to  supply  color  photos 
of  how  others  have  used 
Butler  buildings  in  a  similar  manner. 
Write  Butler  Mfg.  Co., 
BMA  Tower,  Dept.  B-393 
Kansas  City, 
Missouri  64141. 


Tax  us.  Not  yourself. 


.19472 


Build  a  Butler  Building 


BUTLER 


Serving  building  needs  internationally,  with  plants  and  offices  in  the  United  States.  Canada.  Mexico  and  the  United  Kingdom 


UOP  TEAMWORK  IN  TECHNOLOGY 
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Mr.  Johnson:  ...  so  act- 
ually, John,  we're  making 
available  234,000  acres  of 
our  copper  country  land  for 
this  community  project. 
That's  an  area  six  times 
larger  than  the  District 
of  Columbia! 

Mr.  Logan:  I  can  see  how 

this  will  stimulate  the 
economy  and  growth  of 
Michigan's  entire  Upper 
Peninsula,  Bob.  These  plans 
are  really  exciting ! 

Mr.  Johnson:  The  poten- 
tial of  this  area  is  tremen- 
dous. Actually,  all  we've  done 


RECONSTRUCTED 
WILDERNESS." 

Highlights  of  a  dialog  between  John  O.  Logan,  President  of 
Universal  Oil  Products  Company  and  Robert  W.  Johnson, 
President  of  UOP  Realty1  Development  Company. 


is  to  provide  a  master  plan 

that  we  think  explores  this 

potential  to  the  fullest.  Its 

development  is  up  to  the 

community.    It    will    be 

their  undertaking. 

Mr.  Logan:  Apart  from 
year-round  recreational 
facilities,  what  will  go  in- 
to these  other  areas? 

Mr.  Johnson:   There 
will  be  land  for  residential 
construction,  resorts,  re- 
tirement homes,  camping 
grounds,  probably  a  small  air- 
port, too. 
Mr.  Logan:  You  know,  this 


whole  area  could  one  day  be 
another  Williamsburg  or  New 
Salem,  with  its  exhibition 
center,  craft  shops,  quaint 
stores. 

Mr.  Johnson:  And  notice, 
too,  that  huge  tracts  of  virgin 
timberland  have  been 
permanently  set  aside  for 
conservation  and  ecology. 
They'll  remain  absolutely 
untouched. 

Mr.  Logan:  A  reconstructed 
wilderness !  One  that  will  enrich 
the  lives  of  generations  to 
come.  I'm  delighted  that 
we're  a  part  of  it ! 


Write  for  additional  information.  Ten  UOP  Plaza,  Des  Plaines,  III.  60016 


Readers  Say 


(Continued  from  page  26) 

as  astute  an  analysis  as  saying  one 
stock  market  industry  group  in  late 
1968  (top  of  the  bull  market)  was 
relatively  more  attractive  than  another 
group,  when,  in  fact,  the  analysis 
missed  the  basic  point  that  all  groups 
were  overvalued  at  that  time.  The 
same  analogy  can  easily  be  applied 
to  currencies  today. 

—Robert  W.  LaMorte 

Economist 

Jesup  &  Lamont 

New  York,  N.Y. 

Some  Debt 

Sir:  In  your  story  "Can  Agriculture 
Save  the  Dollar?"   (Mar.  15),  I  read 
with  stupefaction  that  after  the  Feb- 
ruary 1973  devaluation  ".  .  .  the  feel- 
ing  in  the  Administration  is  that  Eu- 
rope owes  the  U.S.  something  .  .  ."  To 
pay  for  goods  and  services  and  assets, 
the  U.S.  has  cranked  out  greenbacks 
and  then  cut  the  value  of  the  green- 
backs. To  contend  that  the  dollar  de- 
valuation   creates    an    indebtment    of 
Europe  to  the  U.S.  strains  rationality. 
—Francis  D.  Cabour 
Senior  Vice  President 
Pioneering  Management  Corp. 
Boston,  Mass. 

Another  Side 

Sir:  Yon  painted  only  one  side  of 
the  Kaiser-Perinanente  group  plan 
(Mar.  15).  The  group  provides  care 
primarily  to  woi  kinginen  and  their 
families.  Hut  there  is  no  significant 
provision  for  health  care  to  those 
groups  that  require  a  very  signifi- 
cant share  of  the  health  resources, 
namely,  those  who  are  above  age  65 
and  those  who  are  on  welfare. 

—Charles  A.  Bertraxo,  M.D. 
White  Plains,  N.Y, 

Definition 

Sir:  Re  your  editorial  that  specu- 
lators are  sure  losers  (Apr.  15).  Web- 
ster's states  that  a  speculator  is  one 
who  thinks  out  a  subject  and  aets  up- 
on the  judgment  thus  formed  in  the 
hopes  of  a  large  profit.  Would  one  be 
a  sure  winner  if  he  did  not  attempt 
to  form  a  judgment  as  to  stock  val- 
ues by  use  of  reason  and  thought? 

— Coe  M.  Best  Jr. 
New  Orleans,  La. 

Who  Is  Mr.  Whiteford? 

Sir:  In  Fact  &  Comment  (Apr.  15), 
you  made  the  statement,  "One  of  these 
days  Gulf  Oil  will  find  a  replacement 
tor  Bill  Whiteford.  I  hopc\"  Looking 
through  my  1972  Gulf  Oil  Annual 
Report.     1     can     find     no     mention    of 


Your 
corporation  taxes 

could  be  nearly  $00.00 

in  New  York  State 


For  new  or  expanded  plants,  you  can 
receive  business  tax  credits  of  nearly 
1 00%  in  New  York  State.  For  full 
details  on  this  and  other  advantages 
of  locating  in  America's  leading  state 
for  industry,  attach  the  coupon  to 
your  letterhead  and  mail. 

There's  still  room  at  the  top. 


New  York  Slate. 
Where  the 
smart  money  is. 


Commissioner  Neal  L.  Moylan 
New  York  State 
Department  of  Commerce 
Dept.  MCBM,  99  Washington  Ave. 
Albany,  New  York  12210 

Please  furnish  me  more  detailed 
information  on  industrial-location 
advantages  in  New  York  State. 


ADDRESS 


ANNOUNCING  A  SERIES  OF 

COMMUNICATIONS  UPDATES  FOR 

EXECUTIVES  AND  MANAGERS. 


Today's  management  depends 
more  and  more  on  good  commu- 
nications. 

Because  so  many  of  your  deci- 
sions involve  information  carried 
over  telephone  lines  in  some  way, 
the  Bell  System  is  scheduling  a 
series  of  day-long  conferences 
planned  especially  for  executives 
and  managers. 

The  sessions  will  cover  such 
matters  as  Management  Informa- 
tion Systems,  computer  time- 
sharing, and  the  use  of  modeling 
in  management. 

We  will  bring  you  up  to  date  on 
services  we  offer  today  and  plan 
for  tomorrow.  You  can  learn, 
through  the  latest  in  multimedia 
presentations,  how  others  are 
using  the  newest  communications 
tools.  And  you  will  have  ample 
time  to  exchange  ideas  with  fellow 
executives,  both  in  discussion 
sessions  and  informally  at  lunch. 

There  is  no  charge  for  attending 
one  of  these  conferences.  The 
Bell  System  Communications 


Consultant  who  works  with  your 
company  can  supply  further  details. 
Or  mail  us  the  coupon  below. 

I 

Bell  System  Seminar 
Department  K1 
866  Third  Avenue 
New  York,  New  York  10022 

I  am  interested  in  your  Communica- 
tions Updates  for  Executives. 

□  Please  have  a  representative 
call  me. 

□  Please  send  a  brochure  and  a 
schedule. 


Name_ 
Title 


Company. 
Address_ 


Telephone. 
City 


.State. 


Zip. 
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Steel,  alone,  cant  do 
everything.  So  Republic 

what  it  takes. 


•  • 


1^      Steel  has  its  advantages. 
Plastic  has  its  advantages. 

If  you  happen  to  be  in  the  business  of 
installing  gas  service  lines,  you'd  probably 
want  to  combine  the  advantages 
of  steel  and  plastic  in  a  new 
kind  of  tubing- at  the  old 
kind  of  cost. 

Now  you  can.  Because  Republic  has  developed  X-TRUBE®.  It's  a 
strong,  coiled  steel  tubing  encased  in  a  tough  polyethylene  jacket  for  gas 
service  lines. 

X-Trube  comes  in  sizes  from  1/2"  OD  through  1-1/4"  OD,  and  in 
continuous  coil  lengths  to  1350  feet.  It  coils  like  plastic.  But  it's  safe  and 
tough  like  steel  because  that's  what  it  is.  Steel.  X-Trube  installs  faster, 
requires  fewer  field  joints,  and  reduces  man-hours.  You  gain  the  proven 
reliability  of  steel  and  the  corrosion-resistance  of  plastic. 

And  the  installed  cost  of  new  X-Trube  is  often  no  more  than  plastic 
service  lines,  and  often  less. 

X-Trube  is  just  another  example  of  innovative  steel  products  that 
come  first  from  Republic. 

Keep  up  with  developments  at  the  new  steel  company.  Write 
Republic  Steel  Corporation,  Cleveland  OH  44101. 


New  developments  from  the  new  steel  company. 


Republic 


Building  comfort 


we  controlled  it  first, 
we  still  do  it  best. 

Johnson:  the  automation  specialists.  Heating. 
Cooling.  Ventilating.  Air  conditioning.  Johnson 
control  systems  are  in  buildings  all  over  the 
world,  assuring  maximum  comfort  for  occu- 
pants, maximum  economy  for  owners. 

Johnson  has  been  out  front  in  its  field  for  87 
years.  In  buildings  of  all  sizes  and  types:  com- 
mercial, industrial,  institutional  .  .  .  hospitals, 
hotels,  shopping  centers,  schools.  With  all 
types  of  systems  — pneumatic,  electric,  elec- 
tronic or  hybrid.  From  small,  simple  systems  to 
large,  complex  installations  with  thousands  of 
interrelated  controls.  Each  system  is  custom- 
ized to  assure  a  perfect  match  with  the  individ- 
ual building's  requirements.  And  Johnson  offers 
continuing  service,  to  keep  each  system  fine 
tuned  at  all  times. 

In  any  building,  conditioned  air  is  only  as  good 
as  the  system  that  controls  it.  Johnson  has  con- 
trolled it  longer  and  better  than  anybody. 


JOHNSON 

SERVICE  COMPANY 

MILWAUKEE,  WISCONSIN  •  53201 
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If  you're  going  to  buy  a  jet, 

BUY  A  JET! 


Stripping  away  all  the  superlatives, 
the  Gates  Learjet  offers  you  156  more 
hours  of  productive  and  /or  leisure  time 
every  year,  versus  flying  in  the  only 
other  American-built  business  jet  avail- 
able for  under  $1  million. 

It's  a  simple  matter  of  speed— we  call 
it  true  jet  performance.  The  Learjet  cruises 
well  over  100  miles  per  hour  faster.  Com- 
pound this  over  233,000  miles  of  annual 
travel  (based  on  actual  experience  of  more 
than  350  Learjets  now  flying),  and  you 
and  your  associates  are  in  the  air  four 
work  weeks  less  each  and  every  year! 


You  don't  fly  400  miles  per  hour  on  the 


airlines  any  mone.  Why  settle  for  anything 
short  of  500  mile-per-hour  speed  in  your 
own  business  jet? 

Cost?  Ask  us  to  prove  how  the  Learjet 
costs  less  to  fly  per  mile  than  any  other 
business  jet— or  the  leading  turboprop. 
For  no-nonsense  information,  please  call 
Bob  Wolin,  our  vice  president— domestic 
marketing  at  (316)  722-1100.  Or 
write  for  your  copy  of  "Conver- 
sation on  two  fine  business  jets." 

Gates  Learjet  Corp.  /  P.O. 
Box  1280  /  Wichita,  Kansas 
67201  /  New  York  /  Chicago  / 
Dallas  /  Denver  /  Geneva 


CONVERSATION 
ON  TWO  FINE 
BUSINESS  JETS 
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General  Aviation 

Manufacturers  Assoc iat ion 


Thoughts  on  size  from  a  small-town  company. 


We're  the  business  insurance  company  that  grew 
up  in  the  vigorous  climate  of  Wisconsin's  north- 
woods  country.  Now  we  stand  a  billion  dollars  tall. 

Size  is  important  to  us  because  it's  important  to 
our  policyholder-partners.  Size  is  what  lets  us  de- 
velop the  ever-growing  range  of  services  we  need 
to  keep  ahead  of  our  customers'  needs.  Size  is 
strength  and  financial  responsibility  and  reserve 
power  to  protect  our  policyholders'  futures. 

With  over  one  billion  dollars  in  assets,  Employers 
Insurance  of  Wausau  is  among  the  top  business 
insurance  firms  in  the  country.  Which  means 


we  have  the  resources  to  serve  the  largest 
companies  in  American  industry. 

Yet,  we  have  a  hidden  strength  that  comes  not 
from  bigness  but  from  smallness— from  our  small- 
town upbringing  and  our  heritage  of  neighborly, 
personal  service.  And  from  our  concern  with 
the  individual  needs  of  each  policyholder 
regardless  of  his  size. 

In  228  locations  across  the  country,  as  in  our 
hometown  headquarters  shown  here,  good  people 
with  the  Wausau  spirit  see  to  it  that  insurance  works 
for  a  living.  That's  really  how  to  size  us  up. 
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Come  to  the  source 


Employers  Insurance  of  Wausau  J 

Wausau,  Wisconsin 


How  Austin 
consulting  services 
helped  a  Japanese 

food  processor 
establish  a  major 

plant  in  the  U.  S. 

The  centuries-old  firm  imports  raw  materials  from 
the  U.S.,  exports  finished  product  to  the  U.S.  Historical 
decision:  build  a  plant  here.  You  may  find  details  of 
Austin's  extensive  site  search  significant  to  your  needs. 

Write,  on  your  letterhead,  please,  for  case  study  No.  57F. 
The  Austin  Company,  Consulting  Services, 
Cleveland,  Ohio  44121 

THE  AUSTIN  COMPANY 

Consultants  •  Designers  •  Engineers  •  Builders 


Not  just  another  hotel  in  Toronto. 
But  a  Knott  Hotel. 

Our  hotels  are  a  friendly,  personable  environment  of 
"guest  awareness"— we  cater  to  you.  Gracious  suites, 
spacious  rooms  and  special  executive  services.  Plus 
fine  restaurants,  bars  and  entertainment  you'll  really 
like.  After  all,  Knott  Hotels  have 
practiced  the  art  of  innkeeping 
since  1889.  Try  us. 

TORONTO 


THE 


THE  KNOTT  HOTELS: 
CHICAGO,  Opening  August,  1973 
NEW  YORK/SAN  FRANCISCO 
TORONTO,  CANADA/ LONDON,  ENGLAND 
BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 


For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 


Readers  Say 


"Bill  Whiteford."  At  what  station  is 

he  pumping  gas? 

—Walter  F.  Wolf 
Willimantic,  Conn. 

Bill  Whiteford  was  the  CEO  of 
Gulf  from  1954  to  his  retirement  in 
1965.  Shortly  thereafter  he  died  in 
a  tragic  automobile  accident.  He  was 
largely  responsible  for  Gulf's  enor- 
mous strides  in  those  years.  In  recent 
years,  things  have  not  gone  nearly 
so  well  at  Gulf-MSF. 

Up,  not  Down 

Sir:  You  stated  in  your  article  on 
the  Penn  Central  (May  1)  that  "Dur- 
ing the  greatest  industrial  boom  in 
history,  the  railroad  [Penn  Central] 
has  actually  been  losing  traffic."  This 
is  incorrect.  Total  revenue  carload- 
ings  for  1972  gained  3.2%  over  1971- 
the  first  year  since  1966  that  we  have 
shown  such  an  increase  over  the  pre- 
vious year.  It  is  true  that  our  coal 
loadings  are  off,  as  they  are  on  other 
Eastern  railroads.  However,  Penn 
Central  is  making  a  concerted  effort 
to  compensate  for  this  loss  by  devel- 
oping new  markets. 

—William  H.  Moore 

President  and  CEO, 

Penn  Central  Transportation  Co. 

Philadelphia,  Pa. 

Critiquing  the  Critic 

Sir:  I  followed  your  recommenda- 
tion to  see  the  play  "The  Changing 
Room"  (Apr.  I).  I  was  appalled  that 
you  could  have  puffed  this  "bloody" 
play  up.  Maybe  your  recommendation 
was  an  April  Fools'  joke  as  it  ap- 
peared in  the  Apr.  1  issue. 

—Richard  M.  Bush 
New  York,  N.Y. 

Sir:  .  .  .  we  left  after  the  first  act. 

— W.  S.  Peebles  Jr. 

Lawrencevilie,  Ya. 

Sir:  You  should  do  a  better  job  <>l 

reporting  on  "the  best"  entertainment. 

—John  A.  Weber 

Allendale,  N.J. 

Almost  all  the  foremost  drama  crit- 
ic-, also  rated  it  "hc.st"    MSI'. 

No  Doubt 

Sir:    I   liked   your  query  "Why  is 
it  that  the  people  who  always  know 
the    answers    so   seldom    really   have 
any?"    (Apr.    15).    Bertrand    Russell 
gave  us  this:  "The  stupid  are  cock 
sure;  the  intelligent  are  lull  ol  doubt 
— Earl  W.  Haefni  I 
Prescott,  \n. 
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•ass"*. 


Your  bones  tell  you  that  you  need  to  get 
away. 

But  your  mind  tells  you  that— with  every- 
thing changing  so  fast— what  you  really  need  is 
a  new  perspective  on  running  your  company. 

Our  Management  Course  for  Presidents 
lets  you  get  both. 

We  run  it  over  a  dozen  times  a  year  at 
very  pleasant  places.  Places  where  you  can  kick 
your  shoes  off.  Re-focus  your  thinking.  And 
share  your  ideas  and  your  problems  with  man- 
agement experts  and  other  chief  executives. 

Every  year,  almost  400  of  the  keenest . 


chief  executives  in  America  attend  our  Course. 
And  they  come  back  even  sharper. 

If  you  want  more  information  without 
obligation,  drop  us  a  note. 

What  your  bones  and  your  mind  may  be 
telling  you  is  simply  this:  sometimes  the  best 
thing  you  can  do  for  your  company  is  to  do 
something  intelligent  for  yourself. 

*  *  The  Presidents  Association 

American  Management  Association  Bldg. 
1 35  West  50th  Street,  New  York,  N.Y.  1 0020 
Attention:  Mr.  Roblee  B.  Martin,  President 
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For  presidents  only: 
a  vacation  where  you  don't  get  away  from  it  all. 


&***$& 


July  16-20.  1973 
IMA  Grove.  Hamilton,  New  York 

August  6-11,  1973 
r  Park  Lodge,  Jasper,  Alberta,  Canada 

September  24-28,  1973 
iMA  Grove,  Hamilton,  New  York 
October  15-20,  1973 
Hotel  &  Club,  Boca  Raton,  Florida 


October  17-22,  1973 
The  Homestead,  Hot  Springs,  Virginia 

November  10-15,  1973 

Ocean  Reef  Club,  Key  Largo,  Florida 

November  12-17,  1973 

Boca  Raton  Hotel  &  Club,  Boca  Raton.  Florida 

December  3-7,  1973 

AMA  Management  Center,  Chicago,  Illinois 


January  7-12,  1974 

Boca  Raton  Hotel  &  Club,  Boca  Raton,  Florida 

January  9-14,  1974 

Round  Hill,  Montego  Bay,  Jamaica 

March  11-16,  1974 

Hotel  Las  Brisas,  Acapulco,  Mexico 

March  13-18,  1974 

Hotel  Posada  Jacarandas,  Cuernavaca.  Mexico 


Allegheny  Ludlum 
Industriesjacobsen 
andlhieTemperdig 
in  to  help  your 

leisure  out 


Big  in  lawn  and  turf  care  equip- 
ment, Jacobsen  helps  keep  lawns 
and  golf  courses  in  shape  for  your 
enjoyment.  Big  in  tools  for  leisurely 
gardening,  True  Temper  swings,  too, 
with  golf  club  components  and  fish- 
ing rods  and  reels.  Also,  adding  to 
the  enjoyment  of  many  people, 
our  Allegheny  Ludlum  Steel 
makes  stainless  steels  for  barbecue 
grills  and  utensils,  camper  trailers, 
boats,  golf  carts.  And  our  Carmet's 
carbide-tipped  snowplow  blades 
often  clear  the  way  to  ski  country. 

Leisure:  just  one  of  many  impor- 
tant markets  where  we're  digging  in  to 
help  you  out. 

Allegheny  Ludlum  Industries,  Inc.,  Oliver  Bldg.,  Pittsburgh,  Pa.  15222.  Our 
other  key  industries:  Arnold,  IPM,  Special  Metals,  Wallingford. 


Of  course  we'd  rather  have  you  visit  us. 


For  a  starter,  however,  we  invite  you  to 
ask  for  one  or  all  six  of  the  brochures 
shown  above.  They'll  give  you  a  quick 
and  factual  look  at  the  advantages  many 
companies  are  finding  in  the  strategic 
3-state  CG&E  Area.  Each  brochure 
deals  with  one  of  six  factors  considered 
important  in  seeking  a  location  for  a 


new  plant,  or  office,  or  expanding  an 
existing  one.  If,  after  this  closer  look, 
you'd  like  more  facts,  maps,  a  special 
study,  and  (we  hope)  a  conducted  tour, 
just  ask.  Write  or  call  James  A.  Wuenker 
(513-632-2595),  Area  Development 
Division,  Cincinnati  Gas  &  Electric 
Company,  Cincinnati,  Ohio  45202. 


THE  CINCINNATI  GAS  &  ELECTRIC  COMPANY 
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IC  Industries  was  in  on 
the  creation  of  the  Radial  Age 


In  1968  we  acquired 
Abex  Corporation,  the 
world's  largest  independent 
manufacturer  of  tire  molds. 
Even  then  it  appeared  that 
radials  would  be  the  tire  of 
the  future.  So  today  Abex  is 
ready  with  molds  for  the 
radial  age. 

U.  S.  passenger  tire 
production  is  expected  to 
grow  from  a  1972  level  of 
193  million  to  about  215 
million  by  1975.  And 
industry  experts  predict  that 
some  70  percent  of  original 
equipment  tires  will  be 
radials  by  1976  because  of 
their  longer  wear  and  greater 
safety. 

Abex  is  in  an  excellent 
position  to  benefit  from  the 
radial  revolution,  because  it 
is  a  major  supplier  of  molds 


to  most  U.S.,  Canadian  and 
European  tire  manufacturers. 

But  tire  molds  aren't  the 
only  reasons  the  automotive 
industry  turns  to  Abex. 

It's  also  a  leading 
manufacturer  of  brake 
linings,  disc  brake  pads, 
hydraulics,  warning  lights 
and  safety  devices. 

Automotive  products  is 
only  one  of  the  areas  on  the 
move  at  IC  Industries. 

We're  into  real  estate. 
Lincoln  Financial  services. 
And  rapidly  growing 
consumer  markets  like 
Pepsi-Cola,  Dad's  Root  Beer, 
Midas  Mufflers  and  Midas 
recreational  vehicles. 

It's  all  part  of  the  solid 
growth  idea.  Annual  growth 
in  earnings  per  common 
share  has  averaged  12% 
since  diversification  began. 
Today  approximately 


70%  of  our  pre-tax  income 
comes  from  these  new 
markets,  the  other  30%  from 
transportation. 

U  your  company  wants 
the  whole  story  about 
IC  Industries,  write  for  our 
Annual  Report. 

At  IC  Industries,  we're 
molding  our  future  in 
selected  growth  markets— 
and  we  intend  to  keep 
looking  for  them. 

Annual  Report 

IC  Industries 

135  East  Eleventh  Place 

Chicago,  Illinois  60605 


K 

INDUSTRIES 


The  solid  growth  idea. 


\ 


The  five  thrusts  of  IC  Industries:  consumer  products,  industrial  products,  financial  services,  real  estate  and  transportation. 


Why  is 

McGraw- 
worth  a 


Company 
look? 


1972  was  a  record  yean 
Sales,  earnings,  and  dividends 
were  up.  So  is  our  outlook. 

The  year  1972  was  an  excellent  one  for  McGraw-Edison  Company,  one  of 
the  nation's  leading  manufacturers  of  electrical  products. 

Sales  were  up  8%  to  an  all-time  high  of  $737,672,000. 

Earnings  were  up  16%  to  $38,282,000,  equal  to  $2.56  per  share.  Both 
record  highs. 

The  dividend  rate  was  increased  to  $1.50  from  $1.40.  Also  a  record. 

All  of  our  major  marketing  groups— consumer  appliances,  industrial 
products,  utility  equipment— showed  gains  in  1972  with  consumer  appliances 
setting  sales  and  profit  records  for  the  sixth  consecutive  year. 

Industrial  Products  showed  the  best  improvement  in  sales  and  earnings 
reflecting,  among  other  things,  recent  strengthening  of  management,  and 
consolidation  of  facilities. 

Utility  Equipment  also  showed  progress  in  1972.  And  with  the  country's 
urgent  need  for  more  power,  we're  well  positioned  in  the  field  of  power 
transformers,  distribution  transformers  and  other  utility  equipment  to  make  a 
solid  industry-wide  contribution. 

Isn't  McGraw-Edison  Company  worth  a  closer  look? 


II  you  would  like  a  copy  ol  our 
Annual  Report,  please  write  Dept.  B, 
Director  ol  Public  Relations, 
McGraw-Edison  Company, 
Elgin,  Illinois  60120. 


McGRAW-EDISON    COMPANY 


She  may  look  like 
the  girl  next  door 
but  Myung  Ginzel 
has  just  been 
chosen . . . 


...the  best  lock  box  processor 

in  the  country! 


Myung  works  for  C&S.  She  works  on  the  GAF 
Corporation  lock  box  account. 

Recently,  GAF  Corporation  rated  the  banks 
operating  all  of  their  lock  boxes  throughout  the 
country.  They  compared  efficiency,  speed,  cour- 
tesy and  accuracy.  When  resultswere  tallied,  C&S 
and  Myung  Ginzel  were  at  the  top  of  the  list. 


Myung  is  representative  of  the  dedicated  staff 
of  trained  professionals  who  process  all  447  C&S 
lock  box  accounts.  Each  month,  they  process 
over  1 ,500,000  items— with  incredible  accuracy. 
They're  the  best  in  the  business. 

Is  anything  less  than  the  best  good  enough  for 
your  business? 


CgS 


The  Citizens  and  Southern  Banks  in  Georgia 


Member  F.D.I.C. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


PRICE- WAGE  CONTROLS 

Those  yelling  loudest  for  them  would  be  the  first  to  scream 
when  they  hurt  and  don't  work— as  would  be  the  case. 


The  Watergate  affair  is  producing  the  biggest  White 
House  exodus  since  the  British  burned  the  place  down 
in  1814.  People  have  likened  it  to  the  Teapot  Dome 
scandal.  The  analogy's  inaccurate  and  inadequate.  In 
Teapot  Dome,  a  Cabinet  level  money  payoff  was  the 
shocker. 

At  Watergate,  it  was  the  Constitution  and  the  rights  of 
a  free   people   that   got   ripped   off.   One   could   feel  less 


WATERGATE 

alarm,  less  aghast  if  a  greed  for  money  had  motivated 
the  plotters.  Bribery  and  corruption  in  high  places  have 
long  been  known  to  man. 

It's  the  blindness  to  what  the  Presidency  really  is;  what 
democracy  and  the  Constitution  are  all  about  that's  most 
scary.  That  those  trusted  by  the  man  who  has  the  great- 
est responsibility  for  preserving  all  those  things  could 
be  involved  in  a  Watergate  is  incomprehensible. 


WHILE  BUSINESS   SOARS 

And  everybody  either  wonders  why  or  has  an  explana- 
tion. Naturally,  I'm  in  both  positions. 

An  overwhelming  majority  of  the  Explainers  says  the 
market  is  sinking  in  the  face  of  this  Boom  because  people 
fear  a  new  inflation  onslaught.  Remember,  it  wasn't  so 
long  ago  that  most  of  the  same  people  used  to  tout  com- 
mon stocks  as  an  inflation  hedge. 

A  lot  of  Explainers  say  business  and  earnings  have 
suddenly  become  so  good  that  they  can't  keep  it  up. 
These  are  the  same  fellows  that  were  saying  don't  buy 
stocks  until  profits  start  climbing  and  then  ride  'em  up. 

Personally,  I  don't  buy  much  of  that  Big  Think  stuff. 
It  always  emanates  by  pontifical  bucketfuls  from  finan- 
cial Eminences  to  explain  why  what  happened  wasn't 
what  they  had  predicted. 

The  market's  on  a  downer  because  the  public,  i.e., 
the  100-share  buyer,  is  down  on  the  market.  And  those 
still  hanging  in  there  are  just  waiting  to  recover  a  bit 
more  of  their  losses  before  they  get  out.  Why? 

•The  price  swings  that  institutional  block  trades  can 
and  do  create  have  scared  off  a  fellow  who  has  watched 
his  100  shares  go  up  by  fractions  over  weeks  and  months 
and  then  take  a  whopping  plunge  in  a  day  or  two. 

•The  high  cost  of  a  transaction  for  the  Little  Man  in 


THE  STOCK  MARKET   SINKS 

the  Big  Market  often  knocks  the  spots  out  of  a  reasonable 
rate  of  return  on  his  investment— either  from  ceilinged 
dividends  or  a  wide  enough  increase  in  the  price  of  his 
shares. 

•  Equity  Funding  situations  don't  make  for  equanimity 
about  stock  market  equity. 

Without  the  return  of  the  small  investor  to  the  market- 
place, the  marketplace  will  stay  in  real  trouble.  Time 
does  indeed  heal  all  things,  and  this  eventually  will  in- 
clude his  investment  hurts— if  the  regulators  and  the  trans- 
actors don't  keep  rubbing  salt  in  his  wounds  by  making 
it  ever  more  expensive  for  him  to  participate. 

Right  now,  most  stocks  are  the  only  reasonable  buy 
around.  While  everything  else  is  inflated,  the  prices  of 
businesses  are  overly  deflated.  Managements  know  it  and 
are  putting  their  sizably  increased  cash  flow  and  profits 
into  what  as  insiders  they  know  to  be  the  best  buy  avail- 
able—their own  common  stocks. 

The  little  guy,  when  he  finally  gets  around  to  coming 
back  in,  may  be  a  bit  late. 

I  hope  not. 

In  addition  to  being  needed  now,  being  valued  as  he 
hasn't  been  before,  he  can  get  something  for  his  money 
besides  the  ride. 
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BETTER  THE  FORMER  THAN  THE  LATTER 

Managing  successfully  major  businesses  often  requires  ex- 
ecutive toughness,  and  tough  bosses  are  often  called  SOBs. 

From  most  every  point  of  view,  that's  better  than  a 
boss  who's  an  SAB— Sweet  and  Broke. 


WHAT  A   GAS 

These  multi-multibillion-dollar  "deals"  with  Russia  are 
largely  hot  air  because  they  involve  a  lot  of  hard  cash 
of  which  Russia  hasn't  got  that  much  and  the  United 
Slates  isn't  about  to  supply  in  those  telephone-number 
quantities. 

Dr.  Hammer  is  unquestionably  a  big  operator,  but  press 


releases  won't  produce  the  capital  needed  to  lubricate 
even  "barter"  agreements  of  that  announced  magnitude. 

So,  forget  the  talk  of  billions  in  U.S. -Soviet  trade  rela- 
tions. They  reflect  a  desire,  not  reality. 

That  the  desire  is  there  is  all  to  the  good— and  about 
all  and  the  only  good  that  will  emerge  for  a  long  time. 


GOOD— AND   APPALLING 

This  full-color  Middle  South  Util- 
ities' message  accomplishes  two  mis- 
sions—it graphically  depicts  the  lure  of 
Arkansas,  Louisiana,  Mississippi  and 
southeast  Missouri  for  vacationing.  At 
the  same  time  this  advertisement  beau- 
tifully baits  the  hook  for  industrial 
relocation  by  showing  a  way  of  life 
that  appeals  to  corporate  executives 
who  must  make  plant  location  deci- 
sions, and  a  way  of  life  which  ap- 
peals to  those  who  must  live  where 
their  jobs  are  to  be. 

On  the  other  hand,  this  "Save  a 
Thurd"  slogan  is  as  suggestively  re- 
pulsive as  the  creature  depicted.  This 
campaign  may  well  be  termed  crappy. 
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ADVICE  TO  A 

In  a  year  or  so,  one  of  our  sons  (Robert, 
here  bagpiping)  is  planning  to  go  into  the 
antique  business.  He  is  presently  serving  an 
ardent,  arduous  apprenticeship  with  one  of 
London's  most  brilliant  antiquers,  American- 
born  Warner  Dailey. 

Our  whole  family  shares  Bob's  enthu- 
siasm for  the  project,  and  his  Christmas 
presents  to  all  were  so  imaginatively 
apropos  that  we're  convinced  his  business 
will  be  a  success— in  the  full  sense  of  the 
word. 

One    of   the    things   he    brought    home    I 


PROSPECTIVE  ANTIQUE  DEALER 

wanted  to  buy,  but  he  explained  he  liked 
it  so  much  he  wasn't  sure  that  he  would 
sell  it.  So  Pop  came  forth  with  his  usual 
unsolicited  advice: 

"Son,  if  you're  going  into  the  antique  busi- 
ness, remember— buy  the  things  you  love  but 
sell  the  things  you  buy. 

"And,  as  a  second  thought,  buy  things 
that  sell  and  keep  things  you  love.  People 
always  want  to  buy  at  a  high  price  what's 
not  for  sale— until  it  is." 

Now  what  could  a  young  man  possibl) 
make  of  such  contradictor)  ad>  i< 


THE   BEST   BUY 

In  way  of  management  is  brains— at  any  price. 
48 


THERE'S  NO   SUCH   THING 

as  paying  the  right  man  for  die  |ob  more  than  he's  worth, 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Public's  View  of  Business 

Observations  by  Stewart  S.  Cort, 
CEO,  Bethlehem  Steel  Corp. 

In  1966,  89%  of  the  people  inter- 
viewed [in  a  Harris  Poll]  thought 
business  was  doing  a  good  job  of 
"putting  in  the  latest  improvements 
in  machinery."  Last  year,  only  59% 
gave  it  good  marks  on  that  subject. 

Asked  "Is  business  paying  good 
wages  and  salaries?"  72%  in  1966  said 
"yes."  Only  48%  said  "yes"  last  year. 

From  1966  to  1972  average  gross 
earnings  in  private,  nonagricultural 
employment  rose  from  about  $2.50 
an  hour  to  over  $3.60  an  hour,  and 
from  less  than  $100  a  week  to  $136 
a  week.  That's  an  increase  of  37%. 

Employment  benefits  have  doubled 
in  the  last  ten  years.  Today  they  add 
30%  to  the  average  paycheck,  and 
they  cost  employers  over  $2,500  every 
year  for  every  worker. 

Is  business  "providing  enough 
steady  jobs?"  In  1966,  76%  said  "yes." 
Last  year,  only  48%  thought  so. 

The  facts? 

In  1966  there  were  53  million  non- 


agricultural  jobs  in  private  business. 
In  1972  there  were  more  than  59 
million,  a  million  new  jobs  in  business 
every  year,  on  the  average. 

[Harris]  asked  people  to  rate  busi- 
ness on  the  basis  of  "developing  new 
products  through  research." 

Now  I  ask  you,  how  can  there  pos- 
sibly be  a  drop  in  the  reputation  of 
business  for  developing  new  products? 
Lately  we've  been  criticized  for  intro- 
ducing too  many  of  them.  If  you've 
read  the  book  Future  Shock,  you 
know  what  I  mean. 

According  to  the  book,  7,000  new 
products  have  shown  up  on  super- 
market shelves  in  a  single  year;  20,000 
new  trademarks  are  being  registered 
with  the  U.S.  Patent  Office  every  year; 
and  in  one  recent  year,  9,500  new 
items  were  introduced  in  the  consumer 
packaged-goods  field  alone. 

I'm  convinced  that  consumer  com- 
plaints are  largely  the  unavoidable 
by-product  of  affluence.  We  drive  our 
cars  hour  after  hour  at  turnpike 
speed,  enjoying  air  conditioning,  pow- 
er brakes,  automatic  transmissions  and 
stereo    tapes— and    we    complain    if 


something  goes  wrong  once  in  a  while. 

The  survey  asked,  "Is  business 
keeping  profits  at  reasonable  levels?" 
Back  in  1966,  46%  thought  we  were 
keeping  profits  at  "reasonable  levels" 
—whatever  that  means— and  last  year 
only  19%  thought  so! 

In  1966  aftertax  corporate  profits 
of  manufacturing  fhms  were  5.6%  on 
sales.  What  were  they  last  year?  Only 
about  4%  on  sales. 

Corporation  profits  as  a  share  of 
national  income  have  slid  down  to 
only  9%,  while  employee  compensa- 
tion has  climbed  up  to  76%. 

Now  you  tell  me:  How  can  people 
possibly  think  our  profits  are  "less 
reasonable"  today  than  they  were  in 
1966?  If  they  aren't  "reasonable,"  it's 
only  because  they're  unreasonably  low. 

Nowadays  it  seems  as  if  every  cause 
from  Women's  Rights  to  Gay  Libera- 
tion to  highway  safety  has  something 
to  gain  by  throwing  mud  at  business. 

What  should  we  do  about  it?  Part 
of  the  answer  is  what  I'm  doing  right 
now,  getting  out  and  passing  the 
word  to  everybody  who's  willing  to 
listen. 


Most  economists  were  full  of 
optimism  about  the  U.S.  economy 
only  a  few  months  ago.  Now,  sud- 
denly, they're  full  of  pessimism, 
some  even  talking  of  a  recession 
next  year. 

These  erratic  prognosticators 
should  take  a  cue  from  John  May- 
nard  Keynes.  For  Keynes,  best  re- 
membered as  the  father  of  modern 
economics,  had  a  characteristic  al- 
most unknown  to  modern  econo- 
mists: the  gift  of  prophecy. 

A  good  example  is  Keynes'  es- 
say, The  Economic  Possibilities  for 
our  Grandchildren,  written  over  40 
years 'ago  near  the  depths  of  the 
Great  Depression. 

"The  prevailing  world  depres- 
sion," Keynes  wrote,  "blinds  us  as 
to  what  is  going  on  under  the  sur- 
face—to the  true  interpretation  of 
the  trend  of  things.  We  are  suf- 
fering not  from  the  rheumatics  of 
old  age,  but  from  the  growing 
pains  of  overrapid  changes.  .  .  .  But 
this  is  only  a  temporary  phase  of 
maladjustment." 

On  the  contrary,  said  Keynes,  "I 
look  forward,  in  days  not  so  very 
remote,  for  the  greatest  change 
which  has  ever  occurred  in  the  ma- 


OH   SAY  CAN   YOU  SEE? 

terial  environment  of  life  for  human 
beings  in  the  aggregate. 

"...  I  would  predict  that  the 
standard  of  life  in  [industrial] 
countries  100  years  hence  will  be 
between  4  and  8  times  as  high  as 
it  is  today.  It  would  not  be  foolish 
to  contemplate  the  possibility  of  far 
greater  progress  still. 

"But,  of  course,  it  will  all  hap- 
pen gradually.  Indeed,  it  has  al- 
ready begun.  The  course  of  affairs 
will  simply  be  that  there  will  be 
ever  larger  and  larger  classes  and 
groups  of  people  from  whom  prob- 
lems of  economic  necessity  have 
been  practically  removed. 

"Thus  for  the  first  time  since  his 
creation,  man  will  be  faced  with  his 
real,  his  permanent  problem— how 
to  use  freedom  from  pressing  eco- 
nomic cares,  how  to  occupy  the  lei- 
sure which  science  and  compound 
interest  will  have  won  for  him." 

Almost  as  extraordinary  as  such 
a  prediction  coming  at  the  worst 
economic  disaster  in  history,  was 
Keynes'  insight  into  some  of  the 
problems  of  leisure  time.  "There  is 
no  country  and  no  people,"  he 
wrote,  "who  can  look  forward  to 
the  age  of  leisure  and  abundance 


without  a  dread.  For  we  have  been 
trained  too  long  to  strive  and  not  to 
enjoy.  To  those  who  sweat  for  their 
daily  bread,  leisure  is  a  longed-for 
sweet— until  they  get  it." 

Despite  prosperity,  "Everybody 
will  do  some  work  if  he  is  to  be 
contented." 

Many  observers  attribute  the  re- 
cent changes  in  attitudes,  in  life- 
styles in  our  society  to  increasing 
affluence.  Keynes'  essay  foresaw 
that,  too:  ".  .  .  there  will  be  great 
changes  in  the  code  of  morals.  All 
kinds  of  social  customs  and  eco- 
nomic practices  which  we  now 
maintain  at  all  cojts,  we  shall  be 
free,  at  last,  to  discard." 

Keynes  was  able  to  see  across  a 
very  steep  valley,  to  distinguish 
harrowing  short-term  events  from 
fundamental,  long-term  trends. 

How  many  economists  today  can 
make  that  boast?  In  that  same  es- 
say, Keynes  remarked:  "If  econo- 
mists could  manage  to  get  them- 
selves thought  of  as  humble,  com- 
petent people,  on  a  level  with  den- 
tists, that  would  be  splendid!" 

That  age  of  splendor,  alas,  seems 
as  far  away  today  as  it  was  in 
Keynes'  time.         —M.S.  Forbes  Jr. 
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How  to  improve  computer 
data  flow  throughout  your 
organization. 


Learn  how  Kodak  KOM  microfilmers 
can  help  you  set  up  the  data  manage- 
ment procedures  needed  for  the  70s. 

Speed  was  the  first  thing  everyone 
noticed  about  putting  computer  tape  data 
directly  on  microfilm  with  a  COM  unit. 
But  the  real  COM  benefits  come  with  the 
better  use  and  handling  of  information 
it  makes  possible. 

Besides  cutting  costs  in  data  processing 
through  more  efficient  use  of  existing 
hardware  (and  these  savings  can  be  very 
substantial  indeed),  the  various  user 
groups  within  your  organization  also 
benefit.  By  getting  the  data  faster.  By 
getting  it  in  a  more  usable  form— either  in 
microfiche  or  roll  microfilm,  depending 
on  your  need.  By  having  data  easily  coded 
for  automated  retrieval.  All  as  part  of  the 
COM  operation. 

Another  important  reason  for  choosing 
a  Kodak  KOM  microfilmer  is  that  you  have 


Kodak's  full  resources  in  software,  serv- 
ice, and  systems  support  to  call  upon. 

Get  the  facts  on  COM. 

Write  for  our  informative  new  booklet, 
"The  New  Generation  of  Computer  Out- 
put". And  see  how  COM  can  benefit  your 
organization.  Eastman  Kodak  Company, 
Business  Systems  Markets  Division, 
Dept.DP547,  Rochester,  New  York  14650. 


Kodak:  for  better  use  of  information. 
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A  man  who  knows  pressure 
should  know  how  to  relax. 


You  may  not  be  under  as  much  pressure 
as  Jack  Nicklaus,  but  you  know  how  important 
it  is  to  relax.  Jack  likes  to  play  tennis  to  help 
get  his  mind  off  work. 

You  may  want  to  play  something  else. 
But  whatever  sport  you  like,  golf,  tennis,  sailing, 
snorkeling,  horseback  riding  or  fishing,  Eastern 
can  take  you  to  the  best  places  to  play  them. 

Because  Eastern  has  designed  more  than  50 
sports  packages  to  help  everyone  relax. 

From  sailing  and  snorkeling  at  Bluebeard's 


Castle  in  St.  Thomas,  to  getting  unlimited  golf  on 
championship  courses  at  Cerromar  Beach  Hotel 
in  Puerto  Rico,  to  playing  tennis  all  day  or  night 
at  the  Sonesta  Beach  Hotel  in  Key  Biscayne. 

To  find  out  about  these  or  any  other  sports 
vacations,  call  your  travel  agent  or  Eastern. 
They'll  provide  you  with  just  about  any  kind  of 
sports  experience  you  can  think  of. 

Then  once  you've  relaxed  playing  the  sport 
of  your  choice,  you'll  only  have  one  problem. 

Finding  the  energy  to  go  back  to  work. 


^  EASTERN  The  Wings  of  Man. 


ervice  mark  of  Raste 


Everybody 
knows  how 
to  hold  a 
pair  of  pliers, 

right? 


Wrong 


! 


Even  a  simple  thing  like  this  often 
must  be  taught  to  a  new  employee. 

In  Maryland  our  training  program 
will  do  the  job  for  you — at  little  or 
no  cost.  Working  with  you  to  fulfill 
your  particular  needs,  Maryland 
will  train  your  new  workers  while 
your  plant  is  being  built. 

Consider  Maryland's  job  training 
with  the  state's  other  great  advan- 
tages— financing,  sites,  trans- 
portation, location  (and  don't 
overlook  livability).  Maryland  just 
might  be  the  perfect  place  for  your 
new  plant. 

Contact: 

Maryland  Division  of 

Economic  Development 

Room  FS-53,  2525  Riva  Road 

Annapolis,  Maryland  21401 

(301)267-5514 


DEPARTMENT  OF  ECONOMIC 


AND  COMMUNITY  DEVELOPMENT 
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Nixon's 
Big  Stick 


Will  It 

Restore  the  Dollar? 


It  was  the  great  Theodore  Roosevelt 
who  said:  "Speak  softly  and  carry  a 
big  stick;  you  will  go  far."  The 
pugnacious  TR  dearly  loved  the 
phrase.  He  first  seems  to  have  used  it 
publicly  in  1900  when  he  was  still 
governor  of  New  York.  He  was  re- 
ferring, specifically,  to  naval  power: 
Let  the  U.S.  speak  in  modulated  tones 
but  backed  with  an  ample  fleet  of 
dreadnoughts.  As  President,  Roose- 
velt flourished  his  big  stick  in  1908 
when  he  sent  ships  of  the  U.S.  Navy 
around  the  world.  The  Japanese, 
throwing  their  weight  around  in  East- 
ern Asia,  got  the  point. 

Americans  seemed  to  like  the 
phrase.  Cartoonists  quickly  picked  it 
up.  It  fitted  the  American  self-image 
of  a  people  slow  to  anger,  but  dan- 
gerous when  crossed. 

President  Richard  Nixon  is  flourish- 
ing his  own  big  stick  on  the  inter- 
national economic  scene.  This  time,  it 
isn't  the  navy  (or  the  air  force  or 
nuclear  weapons)  but  the  U.S.'  still 
awesome  economic  power.  Nixon  has 
made  it  very  clear,  both  publicly  and 
privately,  that  the  U.S.  will  no  longer 
be  pushed  around  in  international 
trade.  If  other  countries  want  free 
trade  on  the  part  of  the  U.S.,  they 


will  have  to  practice  it  themselves.  If 
they  continue  to  discriminate  against 
U.S.  goods,  then  we  will  have  no 
choice  but  to  discriminate  against 
theirs.  In  this,  Nixon,  like  TR  before 
him,  is  building  a  formidable  arsenal. 

What's  in  the  arsenal?  A  wide  va- 
riety of  weapons.  Most  of  them  will 
be  put  at  the  President's  disposal  if 
Congress  passes  Nixon's  proposed 
Trade  Reform  Act.  He  would  get  the 
power  to  raise   tariffs   on   a  country 


that  discriminates  against  U.S.  goods. 
He  would  have  the  power  to  slap  im- 
port curbs  on  products  that  flood  the 
U.S.  market  to  the  detriment  of  home 
industries.  Sometimes,  foreign  coun- 
tries keep  out  U.S.  products  indirect- 
ly, through  deviously  drawn  health  or 
safety  regulations;  the  bill  would  enable 
the  President  to  do  some  swapping  on 
that  score.  The  President  also  asked 
Congress  to  impose  tax  penalties  on 
firms  that  expand  their  production 
overseas  to  serve  the  U.S.  market. 

And,  if  the  President  should  flag 
in  attacking  barriers  to  U.S.  exports; 
labor  is  waiting  in  the  wings  with  a 
clumsier  bludgeon:  thr  frighteningly 
restrictive  provisions  of  the  Burke- 
Hartke  bill. 

Will  the  big  sticks  remain  in  the 
closet?  Don't  bet  on  it.  President 
Nixon  is  a  student  of  history.  He1  is 
not  unaware  of  what  his  illustrious 
predecessor  accomplished  with  the 
metaphorical  instrument,  and  he  won't 
hesitate  to  use  it  himself. 

In  this  issue  of  Forbss  we  examine 
the  problems  the  President  laces  in 
breaking    down    protectionism    among 

our  trading  partners,  and  we  look  at 

some  of  the  nun  ami  policies  lie  will 
employ  in  the  process.  ■ 
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George  Shultz  of  Treasury 


"We  Want  To  Open  Them  Up 


99 


It  was  the  tough  John  Connally  as 
Secretary  of  the  Treasury  who 
pounded  on  the  table  for  President 
Nixon  to  make  foreign  governments 
understand  that  the  U.S.  Government 
was  dead  serious  about  getting  their 
cooperation  in  dealing  with  its  bal- 
ance-of-payments  difficulties.  But  it  is 
the  soft-spoken,  relatively  colorless 
George  Shultz  who  is  charged  with 
carrying  out  Nixon's  intentions. 

Shultz  speaks  softly  while  he  car- 
ries Nixon's  big  stick.  Forbes  asked 
him  recently  what  the  U.S.  could  do 
to  get  restrictions  removed  on  U.S. 
products  abroad.  He  replied: 

"This  is  as  much  a  problem  for 
the  country  that  is  running  a  surplus 
as  it  is  for  us.  The  devaluation  of 
the  dollar  has  dramatized  to  them  that 
because  they  have  perpetuated  a  set 
of  conditions  that  led  to  a  flow  from 
here  to  there,  they  also  tended  to 
undermine  the  international  market 
value  of  the  dollar.  The  dollar  was 
devalued  and  they  were  stuck  with 
holding  it.  We  weren't.  They  were." 
His  point  was  that  with  $80  billion 
.  abroad,  foreigners  would  lose  heavily 
from  any  new  devaluations. 

As  befits  a  man  who  speaks  softly, 
Shultz  does  not  put  all  the  blame  on 
foreigners.  He  frowns  at  the  idea  of 
massive  new  business  incentives  to 
help  American  businessmen  export. 
"The  American  manufacturer  is  not 
anywhere  near  as  export-minded  as 
we  would  like  him  to  be.  He  is  not 
as  willing  to  adapt  a  product  to  for- 
eign needs.  He  has  a  take-it-as-it-is- 
or-leave-it  attitude,  and  you  can't  just 
sit  there  and  say,  'Well,  ours  is  dif- 
ferent.' He  has  got  to  get  off  his  rear 
end  if  he  is  going  to  get  any  success 
on  the  export  side.  The  American 
has  got  to  adapt  his  product  and  fit 
it  in  as  a  merchandising  proposition 
to  the  foreigners'  environment." 

Shultz  maintains  that  the  U.S.  Gov- 
ernment already  has  done  a  lot  with 
voluntary  steel  quotas  and  domestic 
international  sales  corporations.  The 
Government,  he  says,  already  has 
created  conditions  that  should  en- 
courage businessmen  to  export— es- 
pecially through  devaluation.  "The 
new  rates  represent  big  incentives  to 
export  in  the  sense  that  the  price  is 
right.  We  do  not  favor  any  further 
messing  with  exchange  rates." 

The  job  that  remains  to  be  done, 
he  argues,  concerns  tariff  and  non- 
tariff  barriers  abroad.  "There  are 
places  where  our  products  are  shut 
out  and  we  want  to  open  them  up," 
ays,    noting    the    new   trade    bill 


will  give  the  President  the  power  to 
negotiate  with  other  countries  on 
trade,  to  raise  as  well  as  lower  tariffs, 
to  use  a  surcharge,  to  deal  with  a 
particular  country,  to  put  on  quotas. 
"We  are  part  of  the  world  and  we 
intend  to  stay  part  of  the  world.  We 
would  like  to  see  trade  flourish  as 
long  as  our  products  get  a  square 
crack  at  it." 

The  new  bill,  in  short,  is  just  the 
stick  that  President  Nixon  needs  but 
does  not  have  at  present.  As  Shultz 
puts  it,  "We  have  to  get  that  tool  so 
that  our  negotiator  will  have  some- 
thing to  work  with." 

Shultz  is  the  last  man  to  blame  all 
of  the  international  economic  prob- 
lems on  failing  U.S.  exports.  For  ex- 
ample, he  sees  no  way  to  get  the  oil- 
rich  countries  to  take  sufficient  quanti- 
ties of  U.S.  goods  to  pay  for  all  of  the 
oil  we  need.  So  some  of  this  oil  money 
will  have  to  come  back  in  the  form  of 
investment  in  the  U.S. 

He  has  no  patience  with  those  who 
blame  U.S.  multinationals  for  the  out- 
pouring of  dollars.  "The  flow  of  pri- 
vate capital  isn't  the  trouble.  The  flow 
has  been  in  the  other  direction— to- 
ward the  U.S.  But  people  don't  notice 
this.  You  build  a  service  station  that 
has  an  American  company's  name  on 
it,  and  people  see  it.  Whereas  the 
flow  from  Europe  to  the  U.S.  has 
been  chiefly  in  the  form  of  portfolio 
investments.  There  the  flow  in  our 
"direction  right  now  is  very  strong." 

Tourism?  It's  a  big  drain  on  the 
balance  of  payments,  but  Shultz 
argues  that  higher  prices  abroad  will 
gradually  reduce  the  drain. 

Trade  with  China  and  Russia? 
Shultz  believes  it  will  grow  gradually. 


Shultz  warns  that  the  environment- 
alists at  home  will  have  to  give  some 
ground  to  help  out  in  the  balance  of 
payments.  The  Alaskan  pipeline  is  an 
example.  "The  pendulum  on  environ- 
mentalism  has  swung  to  a  sort  of 
extreme  position.  It's  ridiculous.  We 
have  to  swing  it  back  a  bit." 

The  balance-of-payments  situation, 
in  short,  is  something  that  both  Amer- 
icans and  foreigners  have  to  work  on. 
"We  must  be  realistic,"  says  Shultz, 
"about  our  need  for  exports."  The 
warning  in  these  words  is  clear:  Un- 
less Americans  learn  to  compete  more 
strongly  and  unless  the  foreigners 
make  it  possible  for  them  to  do  so, 
then  the  trade  barriers  will  go  up. 

And  that  in  itself  is  a  kind  of 
big  stick.  ■ 


More  in  Line 

Two  dollar  devalu- 
ations have  taken 
much  of  the  glam- 
our away  from  for- 
eign goods. 


Before 
first 
dollar 
devalu- 
ation 

b'efore 
second 
dollar 
devalu- 
ation 

Now 

Yen  to  the  dollar 

German  marks  to  the  dollar 

360 
3.3899 

308 

3.2225 

265 
2.8158 

Evening  for  four,  New  York 
Evening  for  four,  Paris 

$166 
101 

$205 
153 

$220 
171 

California  Gallo  Chablis* 
French  Piat  Beaujolais 

1.25 
1.98 

1.25 
2.29 

1.49 
2.79 

Vega,  2-door 

Volkswagen,  Super  Beetle 
Toyota,  Corolla  1600  2-door 
Datsun,  1200  2-door 

2090 
2049 
1968 
1736 

2060 
2275 
2160 
1976 

2087 
2449 
2359 
2195 

*American  "fifths"  contain  25.6  ounces  vs.  22  to  24  ounces  for  those  imported. 
Wine  prices  are  New  York  only. 
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William  J.  Casey  of  the  State  Department 


Casey  at  the  Bat 

For  the  frustrated  commercial  attache 
on  page  98,  William  Casey  has  some 
good  news.  Help  may  be  on  the  way. 

Casey,  60,  is  a  self-made  New  York 
lawyer  and  businessman  who  piled  up 
a  fortune  estimated  at  $50  million, 
and  then  answered  Richard  Nixon's 
call  to  Washington.  Casey  made  the 
feathers  fly  as  chairman  of  the  Securi- 
ties &  Exchange  Commission.  Now 
he  is  Undersecretary  of  State  for  Eco- 
nomic Affairs,  a  dormant  post  that 
Nixon  revived  in  January. 

In  brains  and  character,  Casey 
seems  an  ideal  choice  to  talk  softly 
and  carry  the  big  stick.  Which,  in 
essence,  is  why  Nixon  summoned  him. 

Casey  now  plays  an  important  role 
in  devising  the  policies  that  will  direct 
U.S.  trade  negotiators  at  the  bargain- 
ing table.  Also,  as  in  a  recent  swing 
through  the  capitals  of  the  Common 
Market  countries,  he  gets,  as  he  says, 
"to  see  the  whites  of  the  eyes  of  the 
fellows  you  hear  about  over  there." 
Not  the  least  of  his  jobs  is  to  move 
the  far-flung  State  Department  bu- 
reaucracy to  pay  more  attention  to 
commercial  opportunities  for  the  U.S. 

"We're  trying  to  upgrade  the  status 
of  commercial  affairs  in  the  Depart- 
ment and  to  shift  some  people  from 
political  activity  to  economic  activity," 
says  Casey.  He  praises  the  U.S.  Em- 
bassy in  The  Netherlands  for  its  "com- 
prehensive balance-of-payments  pro- 
gram. They've  got  a  trade-promotion 


group,  an  agricultural-policy  group; 
they've  got  a  travel  effort  and  an  in- 
visibles effort— working  with  contrac- 
tors, engineers,  offshore  drilling  op- 
erators. They've  got  an  investment- 
portfolio  effort.  The  Ambassador 
brings  Dutch  money  managers  into 
the  Embassy  once  a  month  for  talks  on 
the  U.S.  economy  or  some  industry." 

Such  activity  comes  naturally  to 
the  U.S.  Ambassador  to  The  Nether- 
lands, J.  William  Middendorf  II  of 
Middendorf-Colgate,  the  Wall  Street 
insurance  stock  brokers.  But  Casey 
faces  a  problem  with  many  other  for- 
eign-service officials  in  a  department 
where  political  activity  has  always 
been  the  path  to  advancement  and 
economic  activity  the  technical  step- 
child. Time  will  tell. 

As  for  the  foreigners,  Casey  knows 
it  is  not  enough  to  complain  about 
Japanese  quotas,  for  example— al- 
though they  must  be  eliminated.  "The 
Japanese  just  agreed  to  let  12  U.S. 
stores  in,"  says  Casey,  "Sears  and 
some  others.  But  there's  no  place  to 
warehouse  your  product,  no  facilities 
to  service  it,  even.  Meanwhile,  what 
the  Japanese  do  with  their  foreign 
aid,  they  go  around  and  set  up  ser- 
vice facilities  in  Southeast  Asia.  We 
must  find  ways  to  cope  with  that  and 
get  our  goods  into  those  markets." 

Casey  is  talking  here  about  goods 
the  U.S.  does  not  now  export.  "I 
think  that  thousands  of  companies  in 


this  country  have  good  and  advanced 
products,  things  like  pumps  and  heat- 
ers and  consumer  products,  too,  and 
don't  even  try  to  reach  the  foreign 
market.  They  can  service  customers 
in  Minneapolis,  but  not  in  Spain,  be- 
cause they've  got  sales  offices  in 
Minneapolis,  they've  got  distributors. 
Perhaps  they  couldn't  afford  on  their 
*  own  to  set  up  such  things  in  Spain. 
Well,  we've  got  to  crack  that  with 
joint  export  associations,  joint  market- 
ing and  servicing  organizations."  These 
would  be  made  legal  by  amendments 
to  the  Federal  Trade  Commission  Act, 
which  the  White  House  sent  to  Con- 
gress along  with  the  trade  bill. 

As  for  the  U.S.'  highly  touted  and 
successful  high-technology  products, 
such  as  computers,  the  threat  is  not 
so  much  in  tariff  barriers  as  foreign 
government  procurement  policies. 
"And  regional  industry  policies  that 
permit  them  to  build  a  wall  around 
their  uneconomic  industries  and  com- 
panies," says  Casey.  The  U.S.  itself 
has  a  governmental  Buy-American 
policy  that  is  less  severe  than  some 
of  the  foreign  Buy- Local  restrictions. 
Both  would  be  eliminated  if  the  U.S. 
negotiators  are  successful. 

Which  products  does  the  U.S.  par- 
ticularly want  to  push  in  world  mar- 
kets? Casey  referred  Forbes  to  the 
office  of  the  Presidents  special  trade 
negotiator,  William  D.  Eberle,  where 
a  staff  member  filled  us  in.  First  prior- 
ity is  to  get  U.S.  computers  into 
Japan— that  is,  break  down  the  tariff 
wall.  Some  U.S.  computer  companies 
—notably  IBM,  with  a  unique  100%- 
owned  company— are  already  in  Japan. 


Lee  A.  lacocca  of  Ford  Motor 


Fellas,  This  Is  the  Way  It's  Going  To  Be 

Ford  Motor  Co.'s  President  Lee  A. 
lacocca  is  not  much  for  the  subtleties 
of  the  situation.  He  wants  the  U.S. 
Government  to  put  all  of  its  clout  be- 
hind U.S.  exporters— and  no  diploma- 
cy about  it.  "Now  you  call  them  over 
and  say  to  Toyota:  'Boys,  you're  hav- 
ing a  field  day  in  California.'  I'd  get 
them  by  the  goddam  throat  and  I'd 
tell  'em,  'Ford  has  got  a  Capri,  and 
going  into  Tokyo  it's  $500.  You  pay 
$50  on  the  Toyota  coming  into  San 
Francisco.'  That's  the  kind  of  talk 
they  need.  The  diplomats  got  mad  at 
former  Treasury  Secretary  John  Con- 
nally  because  he  got  tough.  But  that's 
the  only  thing  they  understand. 

"The  Government  must  go  with 
facts  and  figures  and  say  to  these  peo- 
ple—I hate  to  use  the  word  'ultima- 
tum'—what  we're  going  to  do."  Then, 
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as  if  he  were  at  the  negotiating  table. 
lacocca  cracks  out  the  dialogue:  "You 
got  90  days.  If  we  don't  hear  from 
you  in  90  days,  don't  eall  us,  because 
you  11  hear  about  it. " 

Iaeoeea  thinks  that  direct  action 
would,  in  the  long  run,  be  less  pain- 
ful than  more  subtle  measure's.  For 
example,  he  is  against  subsidies  and 
other  incentives  for  exporters.  "We 
can't  do  it  through  incentives,  be- 
cause that's  what  started  this  whole 
goddam  game.  We  could  ask  for  more 
breaks  on  income  tax  payments,  but 
that's  what  Italy  does  behind  the 
scenes.  They've  got  all  kinds  of  deals 
going.  Well,  then  you  get  into  tarill 
wars  of  the  first  order.  I  will  say  this, 
if   Japan   is  giving  its   businessmen   an 

incentive  to  export,  we  will  give  the 

same  incentive  to  counteract  that. 
Now  you'd  rather  not  play  that  way. 
The  way  you  ^  it   is  to  get   them 

to  knock  theirs  off." 

lacocca  couldn't  resist  taking  a 
crack  at    Washington  as  well   as  at    the 
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But  many  more,  including  the  hun- 
dreds of  peripheral  equipment  sup- 
pliers, are  barred.  The  U.S.  has  de- 
termined that  it  is  in  the  national  in- 
terest to  get  them  all  in.  Another  sore 
point  with  Japan  is  photographic  film. 
Japan  protects  Fuji  film  with  its  little 
green  box  by  keeping  out  the  U.S. 
Kodak  film  with  its  little  yellow  box. 
Meanwhile  in  New  York,  Fuji  color 
film  is  undercutting  Kodak. 

In  negotiating  with  Europe,  the 
concentration  will  be  on  reciprocal 
removal  of  barriers  to  chemicals  and 
plastics.  With  all  trading  partners,  the 
U.S.  intends  to  push  sales  of  food  pro- 
cessing equipment,  electronic  data  pro- 
cessing equipment,  automated  ma- 
chine tools,  air-conditioning  and  re- 
frigeration equipment.  Also,  the  U.S. 
negotiators  are  going  to  try  to  break 
down  government  procurement  bar- 
riers to  American  communications, 
nuclear  power-generating  and  trans- 
portation equipment. 

And,  yes,  bourbon. 

But  the  highest  U.S.  priority  will 
be  to  get  our  agricultural  products 
through  Europe's  Common  Agricul- 
tural Policy.  The  Europeans  have  a 
list,  too,  and  emphasize  to  Casey  that 
on  a  general  level  the  U.S.  industrial 
tariffs  are  higher  than  the  European. 
The  U.S.  answer  will  be  to  trade  in- 
dustrial for  agricultural  concessions. 

Casey  says:  "Our  argument  on 
agriculture  is  that  Europe  is  not  go- 
ing to  be  able  to  afford  the  Common 
Agricultural  Policy.  And  they'd  be  a 
lot  better  off  if  they  relied  on  our 
productivity  in  cereals  and  shifted 
their   own   agriculture   to   beef."   But 


will     the     French     buy     that     idea? 

"French  farmers,"  says  Casey,  "are 
much  more  efficient  than  German 
farmers.  With  prices  high  enough  to 
keep  the  German  farmers  on  the  land, 
French  farmers  are  cleaning  up. 
Everybody  is  hurting  from  the  Com- 
mon Agricultural  Policy  except  the 
French,  who  prosper  from  it." 

Which  brings  up  another,  very  im- 
portant subject  on  which  Casey  ne- 
gotiated in  Europe:  an  agreement  un- 


der the  auspices  of  the  Organization 
for  Economic  Cooperation  &  Develop- 
ment for  sharing  energy  resources  in 
the  event  of  emergency.  Europe, 
Japan  and  the  U.S.  all  face  depend- 
ence for  basic  energy  resources  on  the 
Middle  Eastern  countries  now.  "We 
should,"  says  Casey,  "cooperate  to  de- 
velop resources  and  to  develop  more 
efficient  ways  of  using  what  we  have 
and  also  to  shift  supplies  in  case  of 
emergencies." 

What  about  an  oil-buyers  organiza- 
tion to  match  the  Organization  of 
Petroleum  Exporting  Countries? 

"That's  pretty  delicate,"  says  Casey, 
"it  might  escalate  the  confrontation. 
There  is  a  question,  too,  of  whether 
Japan  or  Europe,  particularly  Japan, 
which  is  so  utterly  dependent  on  ex- 
ternal sources  for  oil,  would  refrain 
from  scrambling  to  protect  its  own 
position." 

Inevitably,  Casey  will  get  involved 
with  environmentalism.  "That's  going 
to  be  the  great  confrontation,  be- 
tween our  energy  requirements  and 
our  environmental  desires.  British 
Columbia  is  all  exercised  about  tank- 
ers going  down  the  coast,  and  every 
premier  in  the  Maritime  Provinces 
and  Newfoundland  is  scrambling  to 
get  refineries  built  there." 

The  Martime  Provinces,  we  pointed 
out,  are  poor.  Replied  Casey:  "That's 
right.  So  it's  not  fair.  The  rich  use  the 
energy,  but  don't  want  to  take  the 
risk  that  use  of  the  energy  entails.  They 
want  to  expose  the  poor  to  the  en- 
vironmental hazards." 

Not  a  conventional  answer.  But  a 
tough-minded,  realistic  one.  ■ 


foreigners.  "As  of  January  we  had  in- 
creased costs  of  $92  for  emissions, 
safety  and  damageability.  The  Gov- 
ernment allowed  us  [a  price  increase 
of]  $62.  So  we're  $30  in  the  hole. 
Now  we've  got  '74  bumpers  coming 
up  and  an  interlock  system. 

"Then  we  got  another  part  of 
Washington  that  says  hold  it,  you 
can't  pass^'  on  the  costs  to  the  con- 
sumer. You  can't  give  the  dealer  a 
markup.  He's  an  independent  busi- 
nessman. Something  has  got  to  give." 

A  little  timidly  we  put  a  popular 
question  to  him:  Is  Detroit's  produc- 
tivity suffering  because  production- 
line  jobs  are  dull  and  repetitious? 

"That's  a*  lot  of  crap,"  Iacocca 
snapped.  "It's  always  painted  like 
we've  got  these  guys  in  chains  and 
we're  beating  their  brains  out.  That's 
wrong  as  hell.  It's  all  subjective. 
Many  days  the  president  of  Ford  is 
bored  stiff.  I  got  stuff  to  do  that  just 
nails  me  and  I'd  rather  not  do  it. 
But  that's  life."  ■ 
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A  sea  of  Japanese  Mazdas,  just  off  the  boat. 
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James  A.D.  Ceier  of  Cincinnati  Milacron 


The  Bigger-Pie  Theory 


Said  Cincinnati  Milacron  President 
James  A.D.  Geier:  "So  the  theme  of 
your  issue  is  what  could  or  should  the 
U.S.  Government  do  to  make  Ameri- 
can business  more  competitive  inter- 
nationally? Boy!  Did  you  come  to  the 
right  place!" 

Geier's  company  makes  big  ma- 
chine tools  plus  plastics  processing 
equipment  and  rubber  molding  ma- 
chinery. These  are  capital  goods  with 
a  capital  "C,"  sophisticated,  complex 
and  costly.  Milacron  avoids  the  every- 
day kind  of  lathes;  most  of  that  busi- 
ness has  gone  to  Italy,  India,  Japan, 
Spain.  Milacron  is  out  on  the  fron- 
tiers of  technology  and  automation. 

And  how  is  Milacron's  business? 
Not  so  hot.  Sales  last  year  were  only  a 
smidgin  higher  than  they  were  five 
years  ago.  As  for  earnings,  they  have 
been  dismal.  They  peaked  at  $4.54  a 
share  in  1967,  and  for  the  past  few 
years  Milacron's  earnings  have  been 
measured  in  dimes  rather  than  in  dol- 
lars, amounting  in  1971  and  1972  to 
a  return  of  around  1%  on  equity. 

"It's  a  fact  that  we  make  machines 
that  are  far  more  productive  than 
most  of  what's  in  use,"  Geier  com- 
plains, "and  yet  we  have  relatively 
few  orders  on  most  of  them." 

Geier  makes  a  case  that  the  same 
attitudes  that  are  holding  back  his 
company  are  the  very  ones  holding 


back  his  country.  The  U.S.,  he  says, 
fails  to  understand  the  real  impor- 
tance of  capital  spending. 

"As  a  country  we  should  be  getting 
richer  and  richer;  instead  we  are  get- 
ting poorer  and  poorer.  All  these  idi- 
ots who  say  we  should  cut  back  On 
business  modernization  incentives  be- 
cause we  need  the  money  for  social 
programs  don't  understand  anything. 
We  are  cutting  back  on  social  pro- 
grams today  because  we  aren't  mod- 
ern and  competitive  anymore  and  we 
have  a  balance-of-payments  deficit.  If 
the  Government  helped,  we  could 
modernize  and  generate  enough 
wealth  to  handle  social  problems. 

"European  plants  are  far  more 
modern  than  ours  are.  In  fact,  the 
European  machine  tool  business  is  2/2 
times  the  U.S.  market.  Why,  in  Japan 
I  saw  an  automotive  plant  making 
2,000  engines  per  shift  with  only  137 
workers.  There  is  nothing  like  that  in 
Detroit.  By  November  this  Japanese 
plant  will  be  using  no  men  at  all  ex- 
cept to  observe  production  and  main- 
tain the  machines. 

"Don't  tell  me  that  the  Japanese 
advantage  comes  from  cheap  labor." 
(In  thus  insisting  that  the  Japanese 
edge  comes  from  lavish  use  of  capi- 
tal, Geier  is  not  alone;  most  Japanese 
experts  today  concede  that  this  is  so. ) 

Granting  Geier's  complaints,  what 


should  the  U.S.  Government  do? 
What  is  it  now  doing  wrong? 

"Each  country  has  its  own  things 
it  does  for  its  industry.  For  instance, 
in  the  recent  downturn,  the  British 
government  bought  milling  machines 
to  keep  its  industry  going.  Compare 
what  other  countries  do  in  capital  re- 
covery with  what  we  do. 

"It's  sick.  I  don't  expect  as  much  as 
4  Germany  or  Japan  do,  but  our  laws 
should  be  changed  so  at  "least  our  in- 
dustry can  be  competitive." 

In  Japan,  a  manufacturer  who  puts 
in  a  new  plant  or  equipment  can  de- 
preciate and  write  off  for  tax  pur- 
poses 37.1%  of  the  cost  the  first  year, 
in  Sweden  60%,  in  Canada  50%.  But 
in  the  U.S.,  the  maximum  is  23.5%,  in- 
cluding the  investment  tax  credit. 

Why  do  businessmen  need  incen- 
tives to  automate?  Geier  has  a  ready 
answer:  "Technology  wears  out,  ma- 
chines don't;  so  it  is  easy  for  business 
to  go  on  using  obsolete  but  service- 
able equipment.  That's  why  capital 
recovery  laws  are  so  important." 

Besides  higher  first-year  deprecia- 
tion rates,  Geier  feels  it  is  almost  as 
important  to  have  laws  and  rules  that 
aren't  constantly  changing,  so  that 
businessmen  can  use  firm  assumptions 
for  long-range  plans. 

"One  example  of  this  on-again,  off- 
again  approach  was  the  domestic  in- 
ternational sales  corporations.  These 
were  supposed  to  be  the  answer  to  the 
15%  value-added  tax  credits  Euro- 
pean companies  get  on  exports.  But 
the   proposed   tax   deferral   rate   was 


Edward  S.  Donne//  of  Marcor 


They  Must  Let  Our  Goods  in— or  Else 


President  Edward  S.  Donnell  of 
Montgomery  Ward  (subsidiary  of 
Marcor)  was  well  prepared  for  our 
topic.  He  had  a  bill  of  particulars  on 
how  to  make  the  dollar  stronger  and 
the  U.S.  more  competitive  overseas. 
It  included  using  the  big  stick. 

"Our  tax  laws  should  be  designed 
to  increase  research,  increase  new 
plant  and  equipment  and  increase 
foreign  trade.  Unfortunately,  too  many 
legislators  are  short-sighted  in  this 
area."  He  believes  in  more  reliable 
government  insurance  against  expro- 
priation in  overseas  ventures. 

"We  should  encourage  joint  ven- 
tures with  foreign  companies.  Nation- 
alism is  on  the  rise.  The  great  growth 
is  in  underdeveloped  countries  where 
a  U.S.  company  can  make  a  greater 
return  on  a  piece  of  the  pie  than  in 
the  U.S." 

Donnell   once  headed   Sears,   Roe- 


buck's successful  Mexican  retailing 
business.  He  muses  whether  the  U.S. 
might,  under  some  circumstances, 
permit  Americans  to  assume  dual  cit- 
izenship. "You  may  think  my  proposal 
on  dual  citizenship  is  odd.  But  I  saw 
in  Mexico  that  it  was  not.  We  had 
some  Dutch  competitors  who  were 
allowed  by  The  Netherlands  to  have 
dual  citizenship.  So  they  became 
Mexican  citizens.  I  can  tell  you  that 
that  gave  them  a  tremendous  advan- 
tage when  dealing  with  the  Mexican 
government. 

"We  must  demand  that  the  West 
Germans  and  the  Japanese  cover  the 
full  cost  of  our  troops. 

"We  must  realize  that  Japan  is  the 
heart  of  our  problem.  We  need  a  quid 
pro  quo  for  letting  our  goods  into 
Japan.  Or  we  must  use  unilateral 
surcharges  on  their  exports." 

What  is  Montgomery  Ward  doing 


about  Japan?  It  is  moving,  but  very 
slowly.  Last  December  it  announced 
the  formation  of  Montgomery  Ward 
Japan,  a  wholly  owned  subsidiary. 
"Our  initial  thought  was  to  facilitate 
our  transfer  of  funds  within  Japan. 
We  do  a  lot  of  buying  in  that  part 
of  the  world.  Now  all  the  major  Jap- 
anese trading  companies  have  ap- 
proached us,  trying  to  encourage  us  to 
come  into  Japan  with  them.  But  we 
haven't  made  any  arrangements;  we're 
simply  studying  the  market.  We're 
being  cautious  and  so  are  Penney  and 
Sears.  Once  you  make  an  arrange- 
ment with  a  Japanese  company,  it's 
a  marriage.  There's  no  divorce. 

"You  see,  the  Japanese  system  of 
distribution  is  not  as  streamlined  as 
the  American.  The  trading  company 
is  really  a  wholesaler.  They  don't 
know  our  distribution  techniques  very 
well.  So  they're  going  to  learn  a  great 
deal  from  us  in  a  short  period  of  time. 
But  because  of  all  their  restrictions, 
who's  going  to  benefit? 

"One  has  to  be  apprehensive."  In 
short,  Donnell  is  saying  that  big  Aim  r- 


58 


FORBES,    MAY   15,    1973 


Bake  It  Bigger!  Antiestablishment 
people  will  say  that  the  views 
of  Jim  Geier  are  self-serving.  The 
boss  of  Cincinnati  Milacron  thinks 
that  the  Government  should 
encourage  businessmen  to  buy  his 
products.  Geier  is  a  spokesman  for 
the  bigger-pie  school  of  economics. 
He  believes  that  the  more  a 
country  produces,  the  more  it  can 
do  for  its  people;  a  bigger  pie  pro- 
duces bigger  portions.  The  U.S.  is 
not  producing  all  it  can  for  two 
reasons:  1 )  Business  does  not  have 
the  proper  incentives  to  spend  on 
cost-cutting  machinery,  and  2)  U.S. 
exporters  are  at  a  trade  disadvantage 
because  the  U.S.  Government  does 
not  help  enough. 


cut  in  half  by  Congress,  and  now  one 
tax  reform  proposal  is  to  do  away 
with  DISCs.  How  can  using  one  be 
really  part  of  a  long-range  plan?" 

Mention  Burke-Hartke  and  Geier 
shudders.  "It  would  really  hurt  in 
ways  many  legislators  haven't  consid- 
ered. The  French  are  just  waiting  to 
retaliate.  We  would  lose  all  the  jobs 
related  to  making  parts  for  machinery 
manufactured  abroad.  By  freezing 
and  keeping  technology  at  home,  the 
bill  ignores  how  much  technology  we 
bring  from  abroad  and  use  to  create 
jobs  here.  American  industry  would 
fall  even  further  behind." 

Work  as  Fun 

Doesn't  labor  resist  automation? 
Isn't  this  a  factor  in  discouraging  cap- 
ital spending?  Geier  minimizes  the 
problem.  "On  automation  with  our 
kind  of  machines,  we  really  don't  get 
much  resistance.  I  don't  have  any 
great  thoughts  on  the  railroad  or  con- 
struction industries,  where  this  is  a 
problem.  But  in  our  business,  you  get 
unions  fighting  against  our  first  nu- 
merical control  machine.  Then  when 
it  comes  in,  everyone  wants  to  run 
one.  There's  a  reason:  Let's  face  it, 
it's  more  fun.  The  old  stuff  makes  a 
man  work  darn  hard  physically  and 
he  goes  home  dead  tired.  The  new 
one  makes  a  man  use  his  brain  more, 
his  muscles  less.  People  like  that." 

Geier  insists  that  it  is  wrong  for 
Government  to  act  as  an  antagonist 
to  business— as  it  traditionally  has  in 
America.  An  example: 


"Let's  look  at  how  much  our  Gov- 
ernment is  out  of  it  on  encouraging 
exports  to  South  America.  On  a  plane, 
I  met  a  Nicaraguan  planter  who  made 
these  points:  U.S.  sugar  equipment 
is  superior,  but  he  wasn't  buying  it. 
(We  don't  make  any  of  this  equip- 
ment.) European  governments  help 
their  producers  to  offer  low-interest 
loans  and  low  first-year  payments.  So 
the  planter  was  buying  from  Belgium. 
That's  an  example  of  how  an  alert 
government  helps  its  exports." 

Like  many  U.S.  businessmen,  Geier 
looks  wistfully  at  Japan,  where— to 
the  outside  observer  at  least— busi- 
ness and  government  seem  to  work 
hand-in-hand.  "People  in  Europe  and 
the  Orient  can't  understand  why  the 
U.S.  doesn't  do  these  obvious  things. 
There  is  a  real  need  for  many  of 
the  things  America  makes.  Yet  we 
aren't  getting  the  sales  abroad  we 
should.  We  ought  to  learn  from  Ja- 
pan. There  labor,  government,  busi- 
ness and  banking  all  work  interna- 
tionally as  one  group  for  the  national 
interest.  They  know  success  means 
more  wealth,  higher  wages. 

"But  our  Government  looks  at  so- 
cial programs  and  business  incen- 
tives as  alternatives.  Actually,  we 
could  have  both  at  the  same  time. 

"History  is  plain  in  this.  Look  at  the 
undeveloped  countries  today.  The 
poorer  the  nation,  the  less  its  gov- 
ernment can  do  for  its  poor.  Those 
who  persuade  a  government  to  crip- 
ple capital  goods  replacement  and 
modernization  don't  help  the  poor."  ■ 


ican  companies  like  Montgomery 
Ward  do  not  feel  nearly  as  comfort- 
able doing  business  in  Japan  as  the 
Japanese  feel  doing  business  here. 
Clearly,  there  are  more  than  Japanese 
government  restrictions  in  the  way  of 
greater  U.S.  participation  in  the  Jap- 
anese economy. 

Donnell  agrees,  however,  that  we 
can't  blame  all  our  problems  on  the 
foreigners.  He  feels  that  government 
deficits  have  fed  inflation  and  led  to 
increased  union  demands.  He  recom- 
mends the  U.S.  take  a  leaf  from  the 
Japanese  book  and  spend  money  re- 
training displaced  workers  as  older 
industries  are  phased  out.  "This  is  a 
vital  trade-off  to  mollify  the  unions. 

"We  must  force  the  Alaskan  pipe- 
line. Environmentalists  should  not  be 
allowed  to  interfere  in  the  matter  of 
this  vital  source  of  oil. 

"We  must  have  some  strong  jaw- 
boning by  the  Commerce  Depart- 
ment and  the  unions  on  'Buy  Ameri- 
can goods  and  services'  and  'See 
America  First.' "  President  Donnell  is 
appalled    by    our    tourist   trade    gap, 
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which    was    $3.1     billion    last    year. 

"Agriculture  is  our  trump  card.  We 
should  use  as  much  of  our  60  million 
surplus  acres  as  necessary  to  reduce 
food  costs  and  expand  our  exports. 
And  we  must  get  agricultural  con- 
cessions from  the  EEC." 

Anything  else?  "Yes,  just  two  more 
points.  Instead  of  the  relatively  large 
currency  devaluations  we  had  under 
the  Bretton  Woods  and  Smithsonian 
agreements,  we  should  use  some  type 
of  float  and  'minidevaluations.'  That 
should  help  put  currency  speculators 
out  of  business.  And  we  should  not 
hurt  countries  like  Mexico  that  al- 
ready have  an  unfavorable  balance  of 
trade  with  us.  We  should  keep  our 
sights  on  Japan  and  Western  Europe." 

In  conclusion,  says  Donnell,  "The 
U.S.  Government  must  provide  all  the 
incentives  in  the  book.  That  includes 
taxes,  elimination  of  antitrust  restric- 
tions so  our  companies  can  compete, 
and  dual  citizenship  as  well." 

And,  of  course,  we  must  be  ready 
to  use  the  big  stick  on  Japan  and 
Western  Europe  if  necessary.  ■ 
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Too  Much.  "What  concerns  me," 
says  Montgomery  Ward's  shyly 
enthusiastic  CEO  Edward  S.  Donnell, 
"is  that  nearly  one-fifth  of  the 
U.S.'  consumer  goods  are  imported. 
One-fifth!"  Some  examples:  ap- 
parel, 25  %  imported;  tape  recorders, 
90  % ;  sewing  machines,  49  % ;  oil 
footwear,  over  26  % ;  glassware, 
40  % ;  wigs  and  hair  pieces,  85  %  . 


James  Binger  of  Honeywell 

The  Case  for  Free  Trade 


Amidst  all  the  clamor  about  foreign 
trade,  Honeywell  Inc.  Chairman  James 
Binger  strikes  a  somewhat  different 
note.  The  biggest  beneficiary  of  for- 
eign trade,  he  reminds  us,  is  the  con- 
sumer: "If  the  consumer  benefits,  we 
all  will  ultimately  benefit." 

Jim  Binger  is  indirectly  rebutting 
the  argument  put  forward  on  the  op- 
posite page  by  textileman  Bill  Close. 
Binger's  point:  It  is  the  public  that 
pays  for  protecting  textiles  or  any  oth- 
er industry.  Deprived  of  low-priced 
foreign  goods,  it  must  buy  more  ex- 
pensive domestic  products. 

"We  have  to  get  used  to  the  idea 
that  we  will  probably  cease  to  make 
certain  things  in  America,"  he  says 
firmly.  "We  will  produce  for  ourselves 
and  the  world  certain  products  in 
which  we  excel.  This  isn't  any  stranger 
a  thought  than  recognizing  that  Kan- 
sas is  a  better  grain-growing  state  than 
Vermont  or  that  Detroit  makes  cars 
for  the  whole  nation.  A  system  of 
world  business  focused  on  the  con- 
sumer creates  jobs  all  over  the  world." 

What  about  low-skill,  labor-inten- 
sive industries?  If  we  import  all  our 


shoes  from  Italy  or  Taiwan,  say,  what 
happens  to  American  shoe  workers? 
Binger  counters  with  a  question  of  his 
own.  "Don't  we  have  a  great  many 
things  that  we  can  employ  people  at 
where  there's  no  impact  pro  or  con 
from  the  trade  side?"  he  asks.  "Re- 
member that  only  4%  of  the  gross  na- 
tional product  is  in  foreign  trade;  that 
puts  things  in  perspective.  How  can 
whatever  you  do  with  4%  create  or 
cure  a  major  domestic  problem? 

"Shutting  off,  say,  20%  of  incoming 
products  and  disabling  our  situation 
in  export  markets  around  the  world 
is  no  way  to  deal  with  unemployment 
among  unskilled  people.  A  better  so- 
lution would  be  to  help  train  these 
workers  and  to  cushion  the  adjust- 
ment period  for  people  who  may  be 
disadvantaged  by  something  that  hap- 
pens in  keeping  trade  free. 

"Adjustments  of  this  kind  are  nev- 
er easy,  but  ultimately  they  bring  the 
consumer  what  he  is  entitled  to  have: 
the  best  goods  at  the  lowest  price. 
That's  what  trade  is  about.  You  give 
something  to  get  something.  In  a 
good  trade  both  sides  are  happy."  ■ 


Keep  It  Free.  Honeywell's  Jim  Binger 
favors  fewer  trade  barriers,  not 
more.  Nor  should  the  U.S.  emulate 
Japan  in  setting  up  a  Ministry  of 
International  Trade  &  Industry. 
Binger  studied  this  question 
as  part  of  a  Presidential  Commission. 
His  conclusion:  "It  would  take 
away  from  the  initiative  that's 
likely  to  be  the  best  guarantee 
of  successful  trade." 


Please  don't  ask  us 


We  could  make  you  one,  mind  you.  That  one  in  the  picture  is 
for  real.  But  50-ft.  ones  would  be  too  unwieldy  to  handle  routinely. 

The  fact  that  we  could  make  one  is  all  part  of  our  program  of 
maximum  utilization  of  our  resource.  Wood. 

You  see,  studs  are  normally  8  ft.  long.  And  if  they  turn  out  to 
be  a  little  short  —  because  of  defects  in  the  wood  —  well,  they're  not 
worth  nearly  as  much  to  builders. 

That's  why  we've  started  to  put  off-sized  2x4's  together  with 
a  hot-glued  finger  joint.  (It's  stronger  than  the  surrounding  wood.) 
And  then  cut  them  off  at  8, 9, 10  ft.  or  what  have  you. 


But  there's  more  to  our  maximum  utilization  effort  than  non 
stop  studs. 

We  use  every  bit  of  the  logs.  Even  the  sawdust. 

For  instance,  we  have  more  sophisticated  methods  of  divid 
ing  up  the  log.  So  more  of  it  ends  upas  finished  lumber.  And  the 
we  have  thinner  saws.  The  old  saws  took  a  full  one  quarter  inch  cul 
Now,  with  carbide  steel,  we've  reduced  it  to  one-eighth  inch.  That 
keeps  a  lot  of  wood  from  becoming  sawdust. 

Not  that  sawdust  goes  to  waste.  It's  burned  to  make  steam  foi 
the  plant.  (In  some  places  it's  used  to  generate  electricity  which  w  > 


60 


FORBES,    MAY    15,    1973 


William  Close  of  Springs  Mills 

The  Case  for  Protectionism 


Make  'Em  Bigger.  Bill  Close 

wants  more  than  tariff  and  quota 

protection  for  his  textile  industry. 

He  would  like  to  have  the 

Government  stretch  the  antitrust 

laws  to  permit  mergers  into 

bigger  units.  He  says:  "The  U.S. 

textile  industry  is  too  fragmented. 

We  should  be  allowed  to  merge 

into  larger  units,  as  has  been  done 

overseas  in  a  big  way." 


So,  you're  a  solid  free  trader.  You 
say:  Strip  down  all  the  barriers,  and 
we'll  buy  the  things  they  make  best 
and  we'll  sell  them  the  things  we 
make  best.  It  makes  sense,  but  listen 
for  a  minute  to  H.  William  Close,  one 
of  our  biggest  textilemen,  whom  truly 
free  trade  would  destroy  competely. 

"My  No.  One  concern  is  to  keep 
the  20,000  people  Springs  Mills  em- 
ploys alive  and  kicking  and  making 
money."  Close  does  not  pretend  that 
all  his  industry  needs  is  a  fair  shake, 
a  lowering  of  foreign  barriers  to  U.S. 
goods.  Close  is  frank:  He  wants  the 
U.S.  to  put  up  barriers  to  free  trade 
in  textiles,  the  more  the  better. 

This  certainly  isn't  good  for  the 
consumer  who  ends  up  paying  more 
for  textiles  and  apparel.  Nevertheless, 
Close  raises  a  very  good  point:  If  the 
U.S.  textile  industry  is  closed  down, 
who  is  going  to  provide  jobs  for  its 
871,000  workers?  They  can't  all  be- 
come computer  programmers. 

This  argument  carries  tremendous 
political  clout.  Richard  Nixon  based 
much  of  his  Southern  strategy  on  pro- 
tecting the  textile  industry— which  is 


49%  a  Southern  industry  today.  Nixon 
has  delivered  on  his  promises  to  the 
textilemen,  negotiating  voluntary  quo- 
ta agreements  with  six  countries. 

Is  Close  happy?  No,  he's  still  wor- 
ried. About  what?  Chiefly  about  the 
new  trade  bill.  If  it  passes,  Close  is 
afraid  the  President  might  trade  off 
textiles  to  help  more  advanced  U.S. 
industries.  That  is,  if  the  foreigners  will 
let  in  more  U.S.  agricultural  goods, 
say,  or  machinery,  we  will  let  in  more 
of  their  textiles. 

Complains  Close:  "If  we  start  pass- 
ing off  textiles  vs.  steel  or  electronics, 
you  are  going  to  give  away  the 
southeastern  part  of  the  U.S.  to  help 
South  Dakota,  for  example." 

Close  feels  the  textile  industry 
needs  separate  consideration.  And 
how  can  the  U.S.  demand  that  other 
countries  lower  barriers  when  the  U.S. 
has  big  ones  itself,  such  as  the  not 
really  voluntary  quotas  on  textiles  and 
steel?  In  power  politics  anything  can 
happen,  but  the  textile  industry 
shouldn't  be  surprised  if  the  U.S. 
Government  is  obliged  to  scale  down 
some  of  that  industry's  protection.   ■ 


for  a  50-ft.  stud. 


jell  to  the  local  towns.) 

The  rest  of  the  leftover  wood  goes  into  chips  for  our  paper 
mills.  And  the  bark  can  be  either  burned  as  fuel,  or  sold  as  garden 
mulch. 

As  a  major  lumber  producer,  we  find  maximum  utilization  is 
?ood  for  us  and  the  environment.  And  lumber,  plywood  and  doors 
ire  a  significant  market  for  us. 

Of  course,  they're  nowhere  near  as  big  as  our  paper  business. 
We're  one  of  the  country's  largest  paper  companies. 

But  we're  more.  We  make  $400  million  worth  of  packaging  a 


year.  We're  a  land  management  company.  We  make  paper  plates, 
cups,  and  school  supplies.  Our  research  arm  has  made  contribu- 
tions in  every  field  we're  in.  And  we  offer  many  of  these  capabili- 
ties in  33  countries. 

We're  a  lot  of  things  to  a  lot  of  people.  But  one  belief  ties  the 
whole  thing  together: 

The  future  belongs  to  those  who  stay  up  to  the  minute. 


ST.   REGIS  PAPER  COMPANY,   150  EAST  42ND  STREET,   N.Y.,  N.Y.  10017. 
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Toshihiro  Tomabechi  of  Mitsubishi 


Yes,  when  it's  strontium 
titanate  crystal,  a  product 
of  ourTitanium  Pigment 
Division.  It's  been  making 
fashion  news  as  the 
material  from  which  some 
of  today's  most  beautiful 
simulated  diamonds 
are  made.  And  as  lenses, 
prisms  and  windows, 
strontium  titanate  is  being 
used  more  and  more  in 
sophisticated  optical  and 
electronic  devices. 

This  is  one  of  the  many 
ways  in  which  our  world- 
wide operations  meet  the 
needs  of  people  and 
industry,  supplying  a  wide 
variety  of  metals,  chemicals 
and  services.  Want  to  know 
more  about  us? 
Send  for  your  copy  of 
our  latest  Annual  Report. 
Write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 


INDUSTRIES 


Is  Japan,  Inc.  as  Cozy  as  We  Think? 


Being  Japanese,  Toshihiro  Tomabe- 
chi tends  to  throw  back  on  the  Ameri- 
cans some  of  the  blame  for  our  big 
trade  deficit  with  Japan.  As  a  top  U.S. 
representative  of  the  giant  Mitsubishi 
Corp.,  the  largest  Japanese  trading 
company,  Tomabechi  knows  full  well 
that  the  trade  between  the  two  coun- 
tries is  badly  out  of  whack:  Japan 
sold  us  $9.1  billion  worth  of  goods 
last  year,  bought  only  $4.9  billion 
worth  from  us.  But  Tomabechi  doesn't 
blame  Japanese  aggressiveness.  He 
blames  American  confusion. 

A  56-year-old  who  has  spent  ten  of 
the  past  22  years  in  the  U.S.  and  is  an 
enthusiast  for  American  ways,  Toma- 
bechi nonetheless  is  somewhat  critical 
of  some  aspects  of  U.S.  business: 

"Most  American  businessmen  are 
not  traditionally  export-oriented.  They 
must  become  so  before  the  trade  def- 
icit can  be  erased. 

"This  lack  of  zeal  for  exports  stems 
from  the  fact  that  Americans  have 
such  a  lush  domestic  market."  Ex- 
ports, he  said,  are  treated  as  a  side- 
line, which  is  why  U.S.  exports  ac- 
count for  only  4%  of  the  gross  nation- 
al product,  vs.  over  20%  for  the  U.K. 
and  Germany  and  11%  for  Japan. 
"In  Japan,  exports  are  our  lifeblood." 

But  the  U.S.  Government  is  doing 
a  lot  now  to  encourage  American 
firms  to  export,  isn't  it?  Shouldn't  we 
offer  U.S.  business  more  incentives  to 
export,  just  as  Japan  did  when  it 
needed  to  increase  exports? 

"No,"  Tomabechi  said.  "What  the 
U.S.  Government  is  doing  is  placing 
pressure  on  trading  partners  like  Ger- 
many and  Japan.  It  is  not  making 
moves  domestically  that  would  en- 
courage exports." 

Tomabechi  quickly  adds  that  he 
doesn't  expect  to  see  much  done  in 
the  U.S.  "You  can't  create  a  sense  of 
urgency.  Logically,  it  should  be  done; 
practically,  it  is  impossible.  Japan  is 
very  compact,  with  most  main  head- 
quarters on  one  of  the  four  islands. 
Four  newspapers,  each  with  more 
circulation  than  the  New  York  Times, 
reach  almost  everyone.  When  foreign 
reserves  are  at  a  low  level,  there  is 
concentration  on  the  problem  in  all 
media  and  every  single  Japanese  is 
aware  that  there  is  a  crisis.  In  the 
U.S.,  you  have  diverse  power  pockets, 
and  the  people  are  harder  to  reach." 

Unless,  of  course,  the  price  of 
steaks  is  affected. 

Rather  than  wait  for  U.S.  industry 
to  get  more  export-minded,  the  Jap- 
anese trading  companies,  according 
to  Tomabechi,   are  taking  the   initia- 
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No  Impartiality.  Toshihiro  Tomabechi 
stresses  that  business  and 
government  in  Japan  aren't  as  cozy 
as  Americans  think.  But  he  doesn't 
deny  that  Japanese  businessmen 
play  more  of  an  active  role  in 
politics.  "In  the  U.S.,  it  doesn't 
make  that  much  difference— in  our 
eyes— whether  Republicans  or 
Democrats  win.  But  in  Japan,  if  the 
Socialists  or  Communists  win,  it 
means  a  1 80-degree  switch.  So  busi- 
ness gives  financial  support  to  see  that 
the  side  we  prefer  stays  in  power." 

tive  themselves.  They  are  going  to 
manufacture  in  the  U.S.  for  export 
to  Japan  and  elsewhere.  Although 
Tomabechi  didn't  mention  it,  such 
products  might  be  more  acceptable 
to  the  Japanese  authorities  because 
Japanese  firms  will  have  a  big  piece 
of  the  action. 

"We  have,"  he  says,  "followed  a 
policy  of  when  in  other  countries, 
mind  our  own  business.  But  with  this 
balance-of-payments  crisis  we  have  to 
make  an  exception.  We  are  under 
special  pressure  to  make  a  major  effort 
to  try  everything  to  help  U.S.  exports 
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to  Japan."  Mitsubishi,  Tomabechi's 
company,  has  already  launched  a 
joint  venture  here  with  Fleming  Joffe, 
Ltd.  to  make  synthetic  footwear  ma- 
terials, for  the  U.S.  market  now  and 
later  to  export. 

Tomabechi  made  a  point  often  over- 
looked by  those  who  talk  about  Ja- 
pan, Inc.  His  point  was  that  all  is  not 
quite  so  cozy  between  business  and 
government  there  as  outsiders  may 
think.  In  the  end,  business  and  gov- 
ernment agree,  yes.  But  not  before 
many  feathers  fly.  He  said  that  his 
company  has  been  trying  to  persuade 
the  Japanese  government  to  be  more 
liberal  about  accepting  imports.  But 
businessmen  are  often  frustrated  in 
Japan  as  here,  because  the  politicians 
must  bow  to  agriculture  and  other 
political  blocs.  "They  say  they  will 
remove  some  barriers  gradually,  some 
right  now.  For  the  past  year,  the 
Japanese  government  has  liberalized 
quite  a  few  items  for  import,  but 
raised  some  import  duties.  So  it  didn't 
change  much. 

"When  it  comes  to  government  of- 
ficials, American  and  Japanese  busi- 
nessmen feel  much  the  same  way. 
We  often  disagree  with  what  the  gov- 
ernment is  doing.  Japanese  govern- 
ment officials,  at  times,  feel  they  alone 
are  the  ones  who  think  in  the  national 
interest  and  we  businessmen  are  just 
interested  in  profit.  We  don't  agree. 

"But  you  must  realize  it  is  instinc- 
tive for  us  to  expand  exports,  and  I  do 
not  think  that  it  is  wise  to  stop  it  or 
change  it  in  the  short  run.  So  we 
must  import  more. 

"We  do  not  think  that  over  the  long 
run  Japan  can  continue  simply  to  im- 
port raw  materials  and  export  finished 
goods.  So  our  company  is  making 
bases  all  over  the  world.  We  will  do 
more  investing  in  foreign  countries 
and  become  truly  multinational." 

Tomabechi  sees  great  advantage  in 
American  and  Japanese  joint  ventures 
selling  to  Southeast  Asia  and  perhaps 
to  China  and  Russia.  Where  compa- 
nies from  one  nation  alone  might  be 
resented  in  these  nations,  a  dual  na- 
tionality partnership  might  not. 

What  kinds  of  products  could  the 
U.S.  sell  more  of  to  Japan?  Toma- 
bechi carefully  avoids  controversial 
areas  like  computers  and  talks  about 
the  fast-growing  market  for  leisure- 
time  products  in  Japan.  AMF,  Bruns- 
wick, Kentucky  Fried  Chicken,  he 
says,  have  had  big  successes  there. 

"When  I  first  came  to  New  York 
in  1951,"  he  recalls,  "we  had  a  food 
shortage  in  Japan.  I  was  surprised 
to  see  all  the  American  advertisements 
for  low-calorie  food.  Now,  many  Jap- 
anese ladies  and  gentlemen  are  also 
worried  about  gaining  weight." 

Is  Weight  Watchers  listening?  ■ 


The  Indiana 
transportation  story 
would  make  a  book  all 
by  itself.  With  a  surprise 
on  every  page.  For  example:  41 
of  the  top  50  U.S.  markets  are  a 
day  away  from  Indiana  by  truck 

What  else?  Indiana  has  a  deep 
water  ocean  link.  Twelve  airlines, 
thirteen  railroads.  More  inter- 
state highway  per  square  mile 
than  any  other  state. 

Actually,  we  did  write  a  book, 
But  transportation  is  just  one  of 
its  chapters.  Others  tell  about  the 
Indiana  labor  force,  educational 


and  research  facilities, cultural  ad- 
vantages and  area  comparisons. 
Find  out  why  our  state  grows 
28  new  plants  and  expansions  a 
month.  Read  up  on  Indiana. 
Write  Gerald  S,  Dailey,  Area 
Development  Manager,  Public 
Service  Indiana,  Plainfield,  Indi- 
ana 46168.  Or  call  (317)  839-9611. 

PUBLIC 

SERVICE 

INDIANA 
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If  you  make  computers 
or  telephones  -  or  anything  else 
that  uses  electrical  connections- 
call  AMP 

We  can  help  you  put 
a  smile  on  your  bottom  line. 


Making  your  bottom  profit  line  look 
good  is  serious  business.  And  it  doesn't 
get  any  easier. 

But  if  you  harness  electricity  in 
any  way,  maybe  we  can  help. 

We're  AMP  Incorporated. 
We  make  electrical  and  electronic 
connectors.  From  simple,  one-piece 
contacts  to  sophisticated  interconnection 
systems.  Plus  a  full  line  of  automated 
machines  to  help  our  customers  apply 
them  economically. 

You'll  find,  in  fact,  we  have 
everything  you  need  to  make"reliable 
connections,  whether  you  manufacture 
in  the  USA,  Europe,  South  America  or 
the  Far  East.  Which  is  why  thousands 
of  companies  around  the 
world  rely  on  AMP 
products  for  cost 
savings. 

So  if  you  make 


computers  or  telephones— or  anything 
else  that  uses  electrical  or  electronic 
connections— give  us  a  call.  Or  write 
Box  23  for  our  new  brochure:  "We  can 
help  you  put  a  smile  on  your  bottom  line!' 

AMP  Incorporated, 
Harrisburg,  Pennsylvania  17105. 

Facts  you  might  like  to  know 
about  AMP  Incorporated. 


•  Over  $300  million  annually  in  sales. 

•  Over  10%  of  sales  spent  on  research,  develop- 
ment and  engineering  for  the  creation  and 
application  of  new  and  improved  products 
and  processes. 

•  Over  40,000  electrical  and  electronic  product 
items. 

•  Nearly  900  field  service  and  sales  engineers. 

•  Some  100  manufacturing  plants,  warehousing 
facilities  and  sales  offices  in  USA  and 
world/ wide:  Barcelona,  Brussels,  Buenos  Aires, 
Frankfurt,  London,  Mexico  City,  Paris, 
Puerto  Rico,  Sao  Paulo,  s'Hertogerbosch 
(Holland),  Sydney,  Stockholm,  Tokyo, 
Toronto,  Turin,  Vienna. 
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AM 


INCORPORATED 


We  can  help  you  put  a  smile  on  your  bottom  line. 


The  more  you  need,  the  more  you  need  us. 


Commercial  Credit  can  help  you  grow  in  more  ways 
than  one.  We  can  make  you  a  business  loan  from 
$50,000  to  $50-million.  We  can  be  your  Factor.  Insure 
your  accounts  receivable.  Lease  you  equipment,  vehicles, 
computers  and  aircraft.  Or  provide  venture  capital 
when  you  feel  venturous. 

Find  out  more  about  Commercial  Credit  business 
services  in  the  U.S.,  Canada  and  Europe  (equipment 
leasing  only). 


Contact  Ronald  J.  Monark,  Director  of  Marketing, 
300  St.  Paul  Place,  Baltimore,  Md.  21202, 
(301)  685-7097. 

For  Canada :  95  St.  Clair  Ave.  W.,  Toronto, 
(416)  964-2192.  For  Europe:  Bleicherweg  33-8002, 
Zurich,  Switzerland,  01-365648. 

^Commercial  Credit 


Business  Services:  business  loans/factoring/credii  insurance/equipment,  vehicle,  aircraft,  computet  leasing  &  financing/ rediscounlinf  venture  capital  real  estate 


Edward  H.  Michaelson  of  Phelps  Dodge 

Not  Good  Enough 


Trade  barriers,  tariffs,  exchange 
rates,  inflation,  tax  incentives.  These 
are  the  terms  used  in  discussing  the 
dollar  crisis.  Phelps  Dodge  Industries 
President  Edward  H.  Michaelson 
would  add  another— attitudes. 

"From  the  time  I  came  to  the  U.S. 
in  1939,"  says  the  Danish-born  execu- 
tive, "there  was  a  general  overall 
feeling  that  everything  done  in  the 
U.S.  was  good  enough.  If  you  didn't 
like  it,  why  didn't  you  go  home. 

"This  attitude  pertained  to  laws,  to 
products,  even  going  through  cus- 
toms. If  it's  good  enough  for  us,  why 
isn't  it  good  enough  for  you?" 

There  was  a  time  when  that  at- 
titude was  justified: 

"I  remember  that  the  American  toy, 
for  example,  was  the  best  toy  in  the 
world.  You  paid  an  outrageous  price 
for  it.  But  we  kids  in  Europe,  when 
we  got  an  American  toy— that  was  the 


Edward  H.  Michaelson  disagrees 

with  Honeywell's  Jim  Binger  (p.  60). 

Michaelson  thinks  we  should  take  a 

leaf  from  foreign  governments. 

"I  think  it  would  be  a  very  good 

idea  if  a  department  concerned 

with  international  trade  was  set  up. 

Connected  with  this  department 

should  behusiness  people  who  have 

been  involved  in  the  export  business. 

My  entire  life  has  been  spent  in 

the  export  business,  and  I  have  been 

shocked  over  the  years  to  see  how 

difficult  it  was  to  get  anybody 

interested  in  any  problem  pertaining 

to  overseas  trade." 
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best!"  And  what  was  true  for  toys 
was  true  for  many  other  American- 
made  things  as  well:  cars,  telephones, 
consumer  products  and  so  on.  "If 
you  wanted  the  best,  you  would  buy 
an  American-made  product,"  Michael- 
son recalls  with  a  whiff  of  nostalgia. 
"Sure,  others  might  make  it  cheaper 
[such  as  Japanese  toys],  but  the  qual- 
ity?" Michaelson  shuddered. 

"I  think  everything  became  'good 
enough  in  this  country.  The  attitude 
was:  If  you  don't  buy  our  products, 
good  enough.  Don't  buy  them.  It 
doesn't  make  any  difference  to  us. 
We  can  sell  them  some  other  place." 

But  things  have  changed. 

"The  devaluations,  the  flood  of  for- 
eign imports,  all  the  talk  of  trade  and 
balance  of  payments  have  had  a  great 
impact  on  the  mentality  of  the  aver- 
age person  in  industry.  Suddenly,  I 
find  people  are  starting  to  say  'not 
good  enough,'  and  are  coming  face  to 
face  with  the  fact  that  you  have  to 
improve  quality.  This  change  is  com- 
ing about  out  of  necessity. 

"People  are  realizing  that  you  can't 
sell  an  inferior  product  forever  against 
a  European  or  Japanese  import. 

"I  think  some  of  our  products,  late- 
ly, have  improved  in  quality." 

Michaelson  believes  the  latest  dol- 
lar devaluation  has  had  an  enormous 
impact,  kind  of  jolted  people— busi- 
nessmen, workers,  everyone.  "A  year 
ago,  if  I  said  'not  good  enough'  to 
people  in  Alabama  or  Illinois,  they 
would  have  said,  'That's  ridiculous.' 

"But  today,  it  is  much  easier  for 
me  to  talk  to  our  people  at  our  fac- 
tories about  this.  They're  much  more 
receptive." 

Old  attitudes  are  changing  in  the 
executive  suites  as  well.  "When  I  was 
a  young  man  in  Europe,"  Michael- 
son says,  "there  was  a  great  pride  in 
Europe  in  being  selected  for  interna- 
tional business.  In  the  U.S.,  on  the 
other  hand,  international  business  was 
not  highly  regarded  in  most  industries 
and  companies.  It  was  difficult  to  get 
young  people  to  go  overseas  and  stay 
overseas,  to  get  an  education  overseas 
so  that  they  could  be  competitive  with 
these  sophisticated  people  whose  lives 
had  been  geared  that  way. 

"I'm  seeing  a  change  in  that  too. 
Today,  some  of  our  people  have  ac- 
tually asked  to  be  transferred  into  the 
international  field.  They  think  it's  fun, 
exciting  to  be  in  competition  with  the 
rest  of  the  world. 

"International  business  is  not  a  sec- 
ondary endeavor  anymore." 

It  had  better  not  be!  ■ 


Our"parking" 
setvice 
can  get  you 

out  of  the  jam 

Industrial  claustrophobia  is  curable. 
The  remedy?  Expansion  into  one  of 
our  beautifully  planned,  uncongested 
industrial  parks.  They're  all  near  ma- 
jor manufacturing  and  distribution 
centers,  and  most  have  all  utilities. 
They  all  enjoy  Frisco's  dependable 
freight  service,  too.  Let  us  give  you 
detailed  information  about  our  parks 
in  St.  Louis,  Kansas  City,  Joplin,  Spring- 
field (Mo.),  Wichita,  Tulsa,  Oklahoma 
City,  Dallas,  Ft.  Smith,  Birmingham, 
Mobile,  Memphis. 


72010A 


FOR  INFORMATION  about  any  of  our  in- 
dustrial park  sites  please  write  us  on  your 
letterhead  in  complete  confidence  and  with- 
out obligation,  including  as  much  as  pos- 
sible your   specific   needs. 

N.   A.   KIRCHOFF 

Asst.  Vice  President  and 

Director  of  Industrial   Development 

St.  Louis-San  Francisco  Railway  Co. 

923J    Frisco  Bldg.,  St.  Louis,  Mo.  63101 

or  call  (314)  241-7800 
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The  difference  between  leasing 
an  ordinary  luxury  sedan 

and  experiencing  a  Rolls-Royce 
is  only  a  few  dollars  a  day 
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The  Rolls  -Royce  makes  a  world  of  difference 
in  the  impression  you  make  on  your  clients  and 
business  associates.  Yet  the  difference  between 
the  cost  of  leasing  an  ordinary  luxury  sedan 
and  the  cost  of  leasing  the  incomparable  Rolls- 
Royce  can  be  only  a  few  dollars  a  day. 

Right  now,  most  Rolls-Royce  dealers  can 


offer  you  an  attractive  variety  of  body  and 
chassis  styles  and  colors  to  select  your  car 
from.  To  find  out  about  your  nearest  Rolls- 
Royce  dealer's  leasing  plan,  call  or  visit  one  of 
the  dealers  listed  on  the  facing  page.  To  learn 
more  about  the  Rolls-Royce  itself,  just  fill  out 
and  return  the  coupon. 


ROLLS 


ROYCE 


«1 197?  Rolls  Royce  Inc. 
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You  can  lease  or  buy 
the  personal  Rolls-Royce 
at  any  of  these  dealers. 


ARIZONA 

Scottsdale/  Max  of  Switzerland 

CALIFORNIA 

Beverly  Hills/ Charles  H.  Hornburg,  Jr. 

Motor  Cars 
Costa  Mesa/ Roy  Carver  Rolls-Royce 
Pasadena/ Peter  Satori  Co.,  Ltd. 
San  Francisco/ British  Motor  Car 

Distributors,  Ltd. 
Van  Nuys/"Bones"Hamilton  Rolls-Royce  Co. 

COLORADO 

Denver/ Kumpf  Motor  Imports  Inc. 

CONNECTICUT 

E.  Hartford/ Hoffman  Oldsmobile,  Inc. 
Greenwich/  Imported  Cars  of  Greenwich 

FLORIDA 

Fort  Lauderdale/Taylor  Rolls-Royce,  Inc. 
Miami/ C.  R.  Berry  Rolls-Royce,  Inc. 
St.  Petersburg/ Scarritt  Motors,  Inc. 
West  Palm  Beach/Taylor  Rolls-Royce,  Inc. 

GEORGIA 

Atlanta/  Mitchell  Motors,  Inc. 

ILLINOIS 

Chicago/ Loeber  Importers,  Ltd. 

INDIANA 

Zionsville  (near  Indianapolis)/ 
Albers  Rolls-Royce 

LOUISIANA 

New  Orleans/ Durham  Motors,  Inc. 

MARYLAND 

Bethesda/ McNey  Motors,  Inc. 

Glen  Burnie/Gladding  Rolls-Royce,  Inc. 

MASSACHUSETTS 

Boston/ Foreign  Motors.  Inc. 
Natick/ Foreign  Motors  west  Inc. 

MICHIGAN 

Detroit/ Falvey  Motor  Sales  Co. 

MISSOURI 

St.  Louis/ Charles  Schmitt  &  Co. 

NEBRASKA 

Omaha/  McKenzie  Pontiac,  Inc. 

NEVADA 

Reno/ Modern  Classic  Motors 

NEW  JERSEY 

Montclair/  Imported  Motor  Car  Co. 
Morristown/  Powers  Motor  Company 

NEW  YORK 

Glen  Cove/Rallye  Motors,  Inc. 
New  York/  Peter  Zage  &  Co.  Ltd. 
Palmyra/ Palmyra  Motors,  Inc. 

NORTH  CAROLINA 

High  Point/ Transco,  Inc. 

OHIO 

Cincinnati/Williams  Ford  Sales,  Inc. 

Cleveland/Qua  Buick,  Inc. 

Worthington/ Rolls-Royce  of  Columbus,  Inc. 

OREGON 

Portland/ British  Motor  Car  Distributors,  Inc. 

PENNSYLVANIA 

Philadelphia/ Keenan  Motors,  Inc. 
Sewickley/ Ascot  Imported  Cars,  Inc. 

RHODE  ISLAND 

Providence/  Inskip  Motors,  Inc. 

TENNESSEE 

Memphis/ Robertson  Motors,  Inc. 
Nashville/  E.  Gray  Smith 

TEXAS 

Dal  las/ Overseas  Motors  Corporation 
(Rolls-Royce  Division) 
Fort  Worth /Overseas  Motors  Corporation 
Houston7Sam  Montgomery  Oldsmobile  Co. 

UTAH 

Salt  Lake  City/ Peck  &  Shaw  Fine  Cars,  Inc. 

VIRGINIA 

Richmond/ Dominion  Rolls-Royce  Ltd. 

WASHINGTON 

Seattle/  British  Motor  Car  Distributors,  Inc. 


Mr.  Lynn  Perkins 

Public  Relations  and  Advertising  Manager 

Rolls-Royce  Inc.,  Dept.  R303E 

Box  564,  Paramus,  N.J.  07652 

pi   I  enclose  $25.00.  Please  send  me  a 
Rolls-Royce  Owner's  Manual. 

r~|   I  enclose  $3.00.  Please  send  me  the 
brochure  on  the  new  Rolls-Royces. 

n   •  enclose  $5.00.  Please  send  me  "The 
Rolls-Royce  Story,"  a  full-color  picture- 
history  poster  of  the  Rolls-Royce. 


Name. 


Address- 
City 


-State- 


.Zip. 


Alec  Watson  of 
Hawker  Siddeley 


The  Mote 
and  the  Beam 


The  U.S.'  hands  are  not  entirely  clean. 
Our  agricultural  quotas  are  notorious: 
against  Mexican  tomatoes,  Danish 
cheese,  New  Zealand  butter.  And  the 
quotas  don't  stop  there. 

Listen  to  Alec  Watson,  marketing 
director  of  Britain's  $550-million-sales 
aerospace  division  of  $1 -billion-sales 
Hawker  Siddeley  Group,  Ltd.:  "I  real- 
ly can't  think  of  a  more  difficult  coun- 
try to  sell  to  than  the  U.S." 

Hawker  Siddeley  has  two  separate 
sets  of  hurdles  to  leap  selling  to  the 
U.S.,  says  Watson.  "On  the  military 
side  there  is  the  political  opposition, 
the  Buy  American  Act  and  the  U.S. 
aerospace  lobby.  On  the  civil  side,  a 
5%  tariff,  though  that  is  down  from 
the  12%  it  used  to  be."  What  annoys 
Watson  is  that  U.S.  aerospace  compa- 
nies have  sold  hundreds  of  millions  of 
dollars  worth  of  civil  aircraft  to  Brit- 
ain and  most  of  Europe  without  any 
tariff  barrier. 

Not  that  Hawker  Siddeley  is  doing 
too  badly.  It  just  has  to  be  more  imag- 
inative than  most.  By  the  time  the 
U.S.  Marines  have  the  110  Harrier 
vertical-take-off-and-landing  ( VTOL ) 
aircraft  they  want— they've  already 
taken  delivery  of  30  or  so— the  package 
will  have  been  worth  around  $500 
million  to  Hawker  Siddeley. 

"It's  really  a  government-to-govern- 
ment sale— we  sell  to  the  British  gov- 
ernment and  they  in  turn  to  the  U.S.," 
says  Watson,  "but  we  have  to  fight 
every  batch  through  the  White  House, 
the  Senate  Appropriations  Committee, 
the  Armed  Services  Committee,  and  at 
the  rate  of  20  or  30  aircraft  a  year." 

Nor  have  the  U.S.  manufacturers 
stopped  trying  to  persuade  the  mili- 
tary to  buy  U.S.  conventional  air- 
craft instead. 

Are  the  Americans  suspicious  of 
buying  foreign  technology?  "Techni- 
cally, no,"  says  Watson,  "but  political- 
ly, yes.  Rightly  or  wrongly,  Americans 
feel  they  are  supreme  in  technology.  If 
they  haven't  developed  it,  they  will." 

That  attitude  has  cost  the  U.S. 
dearly  in  VTOL,  maintains  Watson. 
"U.S.  manufacturers  had  spent  $500 
million  trying  to  get  into  the  air  ver- 
tically before  the  U.S.  Marines  came 
to  us.  There  was  the  Lockheed  Hum- 
mingbird, the  Ryan  XB5A.  Even  the 
French  tried  with  their  Mirage  and 
the  Germans  with  the  VFW  VAK  191. 

"One  law  recently  passed  in  Wash- 
ington rules  that  no  defense  equip- 
ment may  contain  alloys  not  of  U.S. 
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origin.  I  can  only  think  of  that  as 
protectionist  legislation." 

Selling  civil  aircraft  over  the  tariff, 
in  a  razor-sharp  competitive  arena 
like  business  jets,  is  possible  because 
Hawker  sells  its  HS  Beechcraft-Hawk- 
er  125  in  a  "green  condition."  Its  in- 
teriors and  avionics  are  added  by 
Beech,  about  25%  of  the  value  is 
American,  and  Beech  markets  it. 

"We  tailored  our  jet  to  suit  the 
U.S.  market.  It  wasn't  the  biggest,  it 
wasn't  the  fastest,  but  the  price  was 
right,  $1.6  million  retail."  There  were 
Federal  Aviation  Agency  specs  to 
meet,  a  bit  Catch  22-like,  according 
to  Watson:  "The  FAA  can't  certify  an 
airplane  unless  there  is  a  requirement, 
and  you  can't  sell  an  airplane  without 
FAA  certification." 

But  "salesmanship"  means  selling 
through  and  around  obstacles,  and 
Hawker  Siddeley's  executive  jet  has 
proved  its  staying  power:  Beech  Air- 
craft ordered  a  further  45  last  Octo- 
ber, and  has  option  on  five  more,  in 
a  $50-million  package. 

But  Watson  remains  concerned. 
"We  are  always  worried  on  this  side 
of  the  Atlantic  lest  the  U.S.  go  back 
into  its  shell  and  become  isolationist. 

"Yet  I  doubt,  now,  whether  it  could 
really  afford  to  do  that.  Americans 
have  to  face  their  own  new  reality: 
They  are  entering  a  new  and  different 
type  of  economy,  and  if  the  European 
experience  is  any  guide,  nations  have 
a  tough  time  going  it  alone." 

What  Watson  means  is  that  in  ex- 
pensive projects  like  defense  and  civil 
aviation,  international  cooperation 
with  one's  friends  and  the  easier  use 
of  foreign  technology  may  be  more 
a  necessity  than  a  choice.  In  short, 
Watson  asks,  if  we  want  foreigners 
to  open  up  their  protected  markets 
such  as  steel  or  agriculture,  don't  we 
have  to  do  the  same  with  aerospace 
and  the  like?  ■ 
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Delta  is  an  air  line  run  by  professionals. 
like  Paul  Bennett,  W  Captain. 

Paul  started  out  flying  a  2 1  -passenger 
DC-3.  Now  he's  captain  of  a  370-  passenger 
747,  the  world's  largest  jetliner.  After 
30  years  with  Delta,  he  has  26,000  hours 
and  8  million  miles  under  his  seat 
belt.When  you're  flying,  it's  nice  to 
know  there's  a  Paul  Bennett  up  front. 

Delta  is  ready 
when  you  are. 


MKSOuC'SLfr 


Delta's  Wide-Ride™  $25  million  747  Seats  370  in  a 
cabin  built  for  490  Upper  deck  lounge  area  and 
private  penthouse.  More  than  a  dozen 
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Harry  Anderson  of 
Merrill  Lynch  International 


Why  Make  It  Hard? 

Harry  Anderson  sees  a  way  to  turn 
the  dollar's  problems  to  his  own  com- 
pany's advantage.  Anderson  is  chair- 
rman  of  Merrill  Lynch  International. 
He  has  his  eye  on  80  billion  or  so 
U.S.  dollars  floating  around  outside 
the  U.S.  Of  course,  Merrill  Lynch 
dearly  loves  to  see  foreigners  invest 
those  dollars  in  the  U.S.  stock  market, 
which  they  are  doing  at  a  moderate 
rate.  But  Anderson  thinks  there  is  a 
faster  way  to  bring  those  dollars  back 
—and  for  Merrill  Lynch  to  make  an 
honest  profit  in  the  process. 

"There   is,"   he   says,   "a   huge   un- 
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tapped  investment  potential  in  the 
corporate  bond  market  in  the  U.S. 
Unfortunately,  our  Government  has  a 
tax  policy  where  it  charges  up  to  30% 
withholding  tax  on  interest  paid  to 
foreigners  on  domestic  bonds." 

Get  rid  of  the  tax,  Anderson  urges. 

A  little  arithmetic:  A  7.5%  bond, 
net  of  a  30%  tax  bite,  yields  only  5K%. 
And  what  smart  money  man  would 
take  5M%  today? 

"The  U.S.  levies  tins  tax,  but  it 
doesn't  produce  revenue  for  the  Trea- 
sury because  we  don't  Ball  bonds  be- 
cause of  the  tax,"  Anderson  says.  The 
tax,  of  course,  was  intended  so  thai 
foreigners  didn't  avoid  paying  U.S.  In- 
come taxes,  but  that  was  in  another 
day  and  a  quite  different  dollar.  ■ 

FORBES,   MAY   15,    1973 


Why  Dallas? 

Because  Dallas  is  among  the  top  three  cities  nationally 
in  terms  of  million-dollar  companies  with  headquarters 
here... only  New  York  and  Chicago  claim  more. 

And  later  this  year  the  world's  largest  airport  will 
begin  operation.  Enabling  the  Southwest  Metroplex 
eventually  to  handle  as  much  cargo  as  any  seaport 
in  the  world. 

As  a  financial  center,  Dallas  is  the  busiest 
intersection  of  cash  flow  in  the  Southwest.  Last  year's 
bank  debits  exceeded  the  Southwest's  second-place 
city  by  over  $  1 3  billion.  And  the  Dallas  Post  Office, 
vitally  important  in  a  cash  management  system,  ranks 
first  nationally  in  productivity  per  distribution  hour. 
Why  the  $3  Billion  First  National  Bank  in  Dallas? 
Regional  banking  services  are  the  First's  specialty.  And 
we're  currently  providing  them  for  over  70  of  Fortune 
Magazine's  100  largest  corporations.  Satisfying  their 
regional  needs  by  doing  what  we  do  best  —  cash 
management. 

With  seven-day-a-week  postal  courier  collections 
and  lock  box  processing... 'round  the  clock  on  business 
days.  Resulting  in  reduced  float  and  optimum 
availability  of  funds.  And  our  data  transmission 
equipment  can  be  linked  with  yours  so  you'll  always 
have  the  latest  data  to  work  with. 

We'd  like  to  talk  with  you  about  how  First  in 
Dallas  can  fill  your  special  cash  management  needs  in 
the  Southwest.  Just  call  Ed  Townsend,  senior  vice 
president,  at  (214)  749-4418,  or  Monte  Hulse,  vice 
president,  at  (2 1 4)  749-467 1 . 


If  you  mean 
business  in  the 

Southwest, 
you  mean  Dallas. 


National  Banking  Center 
for  the  Southwest. 

fiist 

NATIONAL  BANK 

IN  DALLAS 


Member  FDIC 


NOW  LEASING  IN  DALLAS:  the  56-story  First  International  Bldg.  for  occupancy  first  quarter  1974.  P.O.  Box  6031,  Dallas,  Texas  75222. 


Edgar  B.  Speer  of  U.S.  Steel 


Stop  Sending  Us  Your  Social  Problems 


"I'm  POSITIVE  devaluation  won't  put 
our  steel  industry  on  a  parity  with 
Foreign  producers,"  said  U.S.  Steel 
Chairman  Edgar  B.  Speer,  the  man 
his  predecessor  Edwin  Gott  says 
knows  more  about  steel  production 
than  any  other  man  on  earth. 

The  basic  problem,  says  Speer,  is 
political  rather  than  economic— and 
devaluation,  unfortunately,  is  a  pure- 
ly economic  measure. 

"Under  the  Marshall  Plan,  the  U.S. 
loaned  money  to  foreign  governments 
and  many  invested  in  their  own  basic 
industries— especially  steel.  So  most  of 
the  rest  of  the  world's  steel  industry  is 
under  government  ownership  or  con- 
trol. Now,  foreign  governments  put  a 
high  priority  on  stable  domestic  em- 


ployment.   In    America,    in    spite    of 
what  politicians  say,  we  do  not. 

"So  when  steel  demand  slumps  in 
a  foreign  country  and  the  local  mar- 
ket can  only  absorb  80%  of  the  output 
necessary  to  keep  all  the  steelworkers 
busy,  they  export  the  other  20%  and 
bang!  We  in  the  U.S.  have  to  put 
thousands  of  men  on  the  street.  Every- 
one asks,  'Aren't  we  competitive?'  But 
this  kind  of  steel  import  hasn't  any- 
thing to  do  with  competition.  It's  only 
possible  because  it  is  subsidized  by 
foreign  governments." 

We  asked  why  foreign  governments 
should  pay  such  a  subsidy  in  prefer 
ence  to  unemployment  insurance. 
"Easy,"  he  said.  "Because  the  social 
cost  payments  abroad  are  a  higher 
percentage  than  in  this  country.  I 
don't  know  why  they  should  be.  It's 
just  a  fact.  Lay  off  someone  overseas 
and  see  how  much  it  costs  you.  So  it 
costs  a  foreign  government  less  to 
subsidize  steel  exports  to  the  U.S.  and 
export  their  unemployment. 

"What  I  mean  by  getting  a  'parity' 
in  negotiations  is  simply  having  a 
trade  policy  that  gives  as  much  im- 
portance to  our  workers'  jobs  as  other 
countries  put  on  theirs." 

We  reminded  Speer  of  the  old 
classroom  theory:  If  foreigners  want 
to  ship  in  goods  below  their  true  cost, 
the  country  should  just  gobble  them 
up  like  free  gifts  of  foreign  labor. 

"They're  not  so  cheap  as  they 
look,"  said  Speer.  "Consider  the  hid- 
den costs  passed  on  to  U.S.  consumers 
and  taxpayers.  The  millions  of  tons  of 
steel  we  lose  to  imports  are  supposed 
to  cover  part  of  our  fixed  costs.  So 
our  fixed  costs  have  to  be  shifted  to 
the  remaining  83%  of  the  market  we 
have.  This  raises  domestic  steel  prices 
and  hurts  consumers. 

"Moreover,  perhaps  21%  of  steel 
labor  costs  are  in  fringes— a  good  share 
paid  as  a  hedge  to  employees  for 
possible  layoff  status,  which  also  caus- 
es higher  prices.  Unemployment  bene- 
fits paid  to  displaced  workers  are  also 
an  added  tax  cost  to  taxpayers. 

"Really,  I'd  like  to  know  why  im- 
ports—specifically coming  in  to  pass  to 
us  their  social  costs— shouldn't  pay  for 


Steel  management  and  labor  must 
eliminate  strike  threats  so  customers 
won't  be  driven  to  buy  imports 
as  they  did  in  the  past,  says 
U.S.  Steel  Chairman  Edgar  Speer.  If 
the  current  no-strike  agreement  "is 
only  a  one-shot  deal,"  he  adds,  "it 
won't  be  worth  the  trouble." 
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some    of    the    social    disruption    they 
cause  here." 

Granted  that  Speer  is  correct,  what 
would  he  have  our  Government  do? 

Essentially,  he  says,  it  should  insist 
that  everybody  operate  under  the 
same  set  of  rules.  "Not  free  trade," 
Speer  calls  it,  "but  fair  trade."  To 
achieve  this,  he  says,  U.S.  policy  will 
have  to  be  flexible.  If  a  foreign  coun- 
try hits  us  on  steel,  we  should  hit 
them  on,  say,  TV  sets  or  wine.  "Our 
trade  negotiators,"  he  says,  "will  have 
to  keep  tabs  on  what  is  going  on  in 
various  countries  and  deal  with  bad 
situations  when  they  arise." 

Presumably  this  would  mean  that 
if  the  Japanese  were  dumping  steel, 
we  could  slap  an  import  duty  on  then- 
steel  to  help  pay  for  the  increased 
unemployment  the  dumping  would 
cause  here.  Or,  alternatively,  we  could 
move  against  a  quite  different  Japa- 
nese product. 

Speer  would  prefer  something  like 
this  to  permanent  quotas,  which  mere- 
ly serve  to  freeze  the  present  situation. 
He  feels  that  the  U.S.  steel  industry 
wouldn't  need  quota  protection  if  it 
had  what  he  calls  fair  trade  conditions. 

Under  the  conditions  he  envisages, 
Speer  said,  the  U.S.  steel  industry 
could  hold  its  own,  not  only  at  home 
but  abroad. 

"With  the  single  exception  of  Japan, 
the  American  steel  industry  is  way 
ahead.  We  have  lowered  the  man- 
hours  per  ton  of  steel  produced  from 
14  in  1965  to  under  12  last  year. 
No  one  except  Japan  comes  even 
close  to  that.  Tell  you  something  else, 
too.  If  we  could  lower  the  man-hours 
per  ton  to  four  and  the  Japanese 
equaled  us,  they  couldn't  match  us 
economically  either,  because  we  are 
so  much  more  efficient  in  gathering 
materials.  This  would  be  true  even 
with  the  same  wage  differential  we 
have  today. 

"In  the  meantime,  we  finally  have 
a  no-strike  agreement  with  labor. 
Things  got  so  bad  our  steelworkers 
agreed  enough  jobs  had  been  lost." 

Does  he  have  any  thoughts  about 
antitrust  law  changes?  Does  our  steel 
industry  need  to  be  rationalized  as 
has  happened  in  most  foreign  coun- 
tries, such  as  Japan,  where  the  two 
largest  producers  recently  merged? 
Speer  stressed  that  his  company  was 
not  in  the  market  for  mergers,  but 
other  U.S.  companies  could  be: 
"About  25%  of  the  steel  capacity  of 
this  country  is  marginal  and  not  ef- 
ficient. But  with  mergers  these  in- 
efficient companies  could  become  t! 
ficient  units  of  larger  companies  as 
Granite  City  did  when  it  became  part 
of  National  Steel.  It  seems  awfulb 
wasteful  to  me  not  to  put  them  into 
more  useful  combinations."  ■ 

FORBES,   MAY   15,    1973 


J.  Willard  Marriott  Jr. 
of  Marriott  Corp. 

Pay  a  Bounty 

Who  is  one  of  the  biggest  perennial 
villains  of  our  balance-of-payments 
deficits? 

Answer:  the  American  tourist.  Last 
year  the  U.S.  "tourist  gap"  set  a  new 
record:  $3.1  billion. 

What  to  do?  Forbid  Americans  to 
leave  the  country? 

No,  says  J.  Willard  Marriott  Jr., 
president  of  Marriott  Corp.  The  best 
solution  is  to  get  more  foreigners  to 
visit  the  U.S. 

Logical.  But  how  do  you  get  them? 

"By  subsidizing  our  airlines,  both 
scheduled  and  nonscheduled,"  says 
Marriott.  "Our  Government  must  give 
them  an  incentive  to  go  out  and  get 
this  business.  And  the  best  incentive 
is  to  give  airlines  so  much  money  for 
each  foreigner  they  bring  into  the 
U.S.  Say  $50  or  $75  a  head.  The 
amount  should  be  big  enough  to  make 
it  worth  the  while  for  Pan  Am,  TWA 
and  others  to  get  the  business." 

What  the  airlines  did  with  the  mon- 
ey would  be  up  to  them.  "They  could 
reduce  fares,  increase  advertising  ex- 
penditures, put  together  more  attrac- 


tive tour  packages.  There  are  any 
number  of  things  they  could  do." 

Marriott's  suggestion  is  not  revo- 
lutionary. "Other  countries  know  the 
value  of  tourism.  They  subsidize  their 
carriers  to  make  it  possible  to  attract 
more  tourists. 

"Look  at  Spain.  It  attracted  32  mil- 
lion tourists  last  year.  What  a  boost 
to  its  economy  that  is!"  The  U.S.,  on 
the  other  hand,  attracted  only  2.9 
million  from  overseas. 

The  U.S.  tourism  effort  makes  Mar- 
riott shake  his  head.  "The  Commerce 
Department's  U.S.  Travel  Service  is 
doing  as  well  as  it  can.  But  its  budget 
of  $9  million  is  pitiful!  There  are  at 
least  12  countries  that  spend  more 
than  that. 

"You  see,  the  European  has  many 
attractively  priced  destinations  for  his 
vacation.  On  charter  flights,  he  can 
fly  to  East  Africa,  to  the  Mediterra- 
nean, to  the  Aegean  Sea,  all  over  Eu- 
rope, for  very  little  money.  Those 
North  Atlantic  air  fares  you  read 
about  are  low.  But  they're  still  too 
high  for  that  European  tourist." 

But  is  the  U.S.  geared  yet  for  big- 
time  tourism?  What  about  hotel  ac- 
commodations or  language  barriers? 

Marriott  replies,  "During  the  sum- 
mer months,  we're  very  competitive 
here  on  ground  accommodations.  Take 


New  York  City,  which  is  the  No.  One 
destination  in  the  U.S.  for  foreigners. 
During  July  and  August  the  occupan- 
cy rate  runs  around  55%." 

As  for  other  problems,  Marriott  be- 
lieves that  a  surge  of  new  tourists 
will  spur  needed  corrections. 

"The  big  problem  is  getting  peo- 
ple to  come  here.  All  else  follows  from 
that."  ■ 


Leasco  Corporation  Highlights 


Year  Ended  December  31 


1972 


1971 


Revenues $    653,802,000 

Operating  income $      36,520,000 

Net  realized  gains  on  insurance  investments $        4,461,000 

Extraordinary  charges— net    — 

Net  income   $      40,981,000 

Operating  income  per  share $2.25 

Net  income  per  share $2.52 

Dividend  per  share  of  common  stock  (annual  rate  $.40) $  .20 

Dividend  per  share  of  preferred  stock $2.20 

Total  assets $1,364,545,000 

Stockholders'  equity $    228,170,000 

Return  on  average  stockholders'  equity 19.4% 

Number  of  shareholders 22,800 

Number  of  employees 8,100 


$ 

600,628,000 

$ 

29,935,000 

$ 

1,112,000 

$ 

(9,000) 

$ 

31,038,000 

$1.86 

$1.93 

$2.20 

$1,210,729,000 

$ 

195,097,000 

16.9% 

22,057 

8,200 

For  a  copy  of  our  1972  Annual  Report  write:  Leasco  Corporation,  280  Park  Avenue,  New  York  1001 7 

Financial  and  Management  Services  Worldwide 

Insurance  •  Leasing  •  Consulting  and  Software  •Time  Sharing 
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ISRAEL 

wants  your  business. 

ISRAEL 

makes  it  worthwhile. 

ISRAEL 

for  greater  profit 


The  government  of  Israel  has  created  one  of  the  best  climates 
for  investment  of  any  country  in  the  world. 

Cash  grants,  tax  concessions,  accelerated  depreciation  allow- 
ances, development  loans,  export  incentives,  and  more. 

And  this  government  policy,  together  with  a  viable  economy 
and  a  large  technically  skilled  labor  force,  has  resulted  in  invest- 
ments from  America  and  Europe  that  amount  to  $100  million  a  year. 

In  fact,  during  the  period  1952-1970,  Israel's  GNP  rose  by  8.8% 
per  year,  one  of  the  highest  rates  in  the  world.  And  there  has  been 
a  continued  rapid  rise  in  the  standard  of  living. 

As  the  only  American  bank  in  Israel,  the  only  bank  authorized 
by  the  State  of  Israel  and  the  United  States  Federal  Reserve  System  to 
operate  there,  we  can  provide  the  vital  market  research,  economic 
guidance,  and  financial  know-how  Americans  and  their  companies 
need  in  order  to  make  sound  investment  decisions. 

If  you'd  like  more  information  about  doing  business  in  Israel, 
advice  about  how  worthwhile  it  can  be  for  you  or  your  company, 
we  can  help.  Whether  your  interests  are  in  a  joint  venture,  direct 
investment,  or  establishing  your  own  business,  our  man  to  write 
or  phone  is  Abraham  Lecker,  senior  vice-president,  International 
Banking  Department  at  our  Chicago  headquarters. 


Exchange  National  Bank 


Exchange  National  Bank  of  Chicago  •  LaSalle  &  Adams,  Chicago,  Illinois  60690 

Phone:  312/332-5000  •  Telex:  25-3454 

Israel:  Tel  Aviv,  The  Shalom  Tower,  9  Ahad  Ha'am  Street 

Jerusalem,  48  Jaffa  Road 


Walter  Wriston  of 
First  National  City  Bank 

Stop  the  Presses! 

Of  colrse  the  U.S.  should  use  a  big 
stick  to  break  down  trade  barriers, 
says  Chairman  Walter  Wriston  of 
New  York's  First  National  City  Bank. 
"Where  we  went  wrong  in  the  past 
was  monkeying  with  an  international 
monetary  system  while  overlooking 
the  trade  situation.  It  is  basically 
ridiculous  for  the  Japanese  to  be  build- 
ing an  automobile  plant  in  Califor- 
nia while  they're  blocking  even  the 
sole  of  American  autos  over  there." 
He   would   also   amend   the   antitrust 
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laws.  "You  have  to  have  big  units  to 
deal  in  big  numbers  to  survive." 

But  Wriston  sees  trade  barriers  and 
antitrust  as  only  a  small  part  of  die 
problem.  "The  most  important  thing 
we  must  do  to  strengthen  the  dollar," 
Wriston  says,  "is  to  stop  printing  so 
much  money.  The  U.S.  prints  the  mon- 
ey, after  which  it  flows  out  of  the 
country  and  becomes  our  balance  ol 
payments  deficit. 

"Everything  is  secondary  to  that. 
And  yet  it  is  the  last  thing  anybody 
wants  to  talk  about." 

Wriston  is  dead  set  against  con- 
trols. They  don't  get  to  the  heart  <>l 
the  problem,  he  thinks,  and  thej  don't 
work.  A  sophisticated  international 
banker,  Wriston  thus  falls  back  OH  I 
basically    old  fashioned    prescription 

fiscal  discipline,  a  balanced  budget.  ■ 
FORBES.   MAY   15,    1973 
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Pleasure  without  end. 

Whether  the  sun  shines  tomorrow,  or  it  rains. 

Whether  you  finally  get  delivery  on  your  new 
car,  or  have  to  wait  another  week. . . 

Whether  alone,  or  in  the  company  of  friends. . 

We  offer  one  very  satisfying  pleasure  you  can 
count  on.  J&B  rare  scotch.  To  celebrate  or 
warm  the  uncertainties  of  life. 


J'B 


-»—      RARE 
J£&U    SCOTCH 

The  Pleasure  Principle. 

■ 


o 
o 


tt 


© 


0 
U 
to 

•a 
v 
•a 
c 
a 

3 


'Now 

we've  got  it  made 

in  the  shade! 


£?V  g. I  J- 


"We  made  enough  dough  in  our  first  season  with 
this  roadside  stand  that  I  could  buy  us  a 
good-looking  aluminum  sunshade','  so  says 
Dot  Nicholls,  of  La  Nada,  Calif ornia.  "That's  why 
Sis  and  I  say  we've  got  it  made  in  the  shade'.' 

"Before  we  started  Dot's  Berry  Farm,  Sis  and  I  worked 
in  an  airplane  factory.  That's  where  we  got  to  know 
aluminum  to  be  an  outstanding  building  material.  Take  this 
sunshade.  It  was  easy  to  put  up.  It's  sturdy.  And  I  wont 
have  to  worry  about  painting  it'.' 

Alcan  has  concocted  this  little  tale  to  make  a  couple 
of  points.  One:  Aluminum  is  a  versatile  and  inexpensive 
material  with  a  wealth  of  applications.  Two: 
The  Alcan  Portiko  material  we  used  in  Dot's  sunshade 
is  turning  up  everywhere  from  roadside  to  poolside 
and  from  schoolyards  to  shopping  malls. 

But  back  to  La  Nada  and  Dot.  "Don't  get  me  wrong 
when  I  say  it  was  smart  to  make  our  business 
a  little  shady.  Because  this  canopy  is  good  for  the 
produce  and  it  attracts  a  lot  of  attention 
from  the  folks  on  the  road'.' 


Alcan  is  making  and  marketing  aluminum  building 
materials  from  coast  to  coast.  But  find  out 
what  else  Alcan  is  up  to.  In  the  United  States, 
in  Canada  and  in  more  than  100  other  countries. 
For  more  information,  write:  Alcan 
Aluminum  Corporation,  100  Erieview 


Plaza,  Cleveland,  Ohio  44114.  /^lcan 


Alcan.  The  aluminum  company. 


Will  everyone 

who  thinks 
auto  insurance 
costs  too  much 
please  stand  up? 


America  needs  action  on  No-Fault 

Now's  your  chance  to  be  heard.  State  legislatures 
are  convening  and  they're  the  ones  who  decide  the 
kind  of  auto  insurance  you  live  with.  Many  have 
already  scheduled  discussions  of  No-Fault  laws. 


What's  No-Fault?  Simple.  Accident  settlements 
are  based  on  loss  instead  of  blame.  Your  insurance 
company  pays  your  actual  medical  costs,  lost 
wages  and  property  damage.  The  other  driver's 
company  pays  his.  It's  fast  and  fair.  Lawsuits  to 
decide  fault  are  eliminated.  So  money  is  saved. 


It  works,  too.  For  example,  a  No-Fault  law  be- 
came effective  in  Massachusetts  in  1971.  The  first 
year  alone  saved  car  owners  more  than  $61 ,000,000 
on  the  cost  of  their  auto  insurance. 


You'd  expect  an  idea  this  good  would  spread  fast, 
but  only  a  few  states  have  done  anything  about 
it.  Where  the  law  is  strong  and  eliminates  most 
lawsuits,  insurance  costs  have  come  down.  When 
the  law  doesn't  reduce  lawsuits,  little  is  saved. 
Most  states  have  not  acted  at  all. 


LIFE  &  CASUALTY 

So  now's  the  time  to  ask  for  action  in  your  state. 
You  can  urge  a  strong  law  that  reduces  insurance 
costs  and  returns  more  of  your  premium  dollar  in 
benefits  to  you.  And  when  that  kind  of  law  is  pro- 
posed, you'll  find  JEtna  supporting  it  every  way 
we  can. 

You  get  action 

with  /Etna 


Joseph  Wright  of  Zenith  Radio 


"We'll  Do  the  Rest  Ourselves" 


Thanks  to  devaluation  and  the  en- 
forcement of  antidumping  regulations, 
Zenith  will  remain  an  American  com- 
pany for  the  foreseeable  future.  For  a 
while,  it  looked  as  though  Zenith 
would  remain  American  in  name  only. 

Explains  Chairman  Joseph  Wright: 
"Because  of  Japanese  imports,  we  had 
built  a  plant  in  Taiwan  to  cut  our 
costs  to  meet  their  prices.  We  had 
also  decided  that  we  had  to  buy  a 
plant  in  Hong  Kong.  We  were  going 
to  close  one  and  possibly  two  plants 
in  the  U.S.  All  our  black-and-white 
television  sets  would  have  to  be  made 
offshore.  All  stereo  products  would 
have  to  be  made  offshore.  Our  domes- 
tic employment  had  dropped  from 
23,000  to  18,000."  It  later  dropped, 
he  said,  to  16,000. 

And  now?  "We  sold  that  Hong 
Kong  plant.  We  didn't  close  our  do- 
mestic plants.  In  fact,  we  expanded 
one,  and  are  thinking  about  a  new 
one.  All  of  our  stereo  products  are 
now  being  made  in  the  U.S.,  not  in 
the  Far  East.  And  we've  added  4,000 
jobs,  back  to  20,000  in  all." 

Zenith  Radio  had  the  unfortunate 
fate  of  being  in  an  industry  that  Ja- 
pan,  Inc.   decided  to  attack  back  in 


1957.  First  it  was  radios.  Then  it 
was  black-and-white  TV.  Then  it  was 
color  TV.  In  some  cases,  Japanese 
products  were  superior.  In  others, 
they  were  not.  In  all  cases,  the  Jap- 
anese were  selling  for  high  prices  at 
home  where  they  covered  the  over- 
head and  profit.  They  were  dumping 
products  in  the  U.S.  in  order  to  keep 
production  volume  high. 

There  was  one  model  of  a  large 
screen  color  TV  that  Zenith  sold  in 
the  U.S.  for  $500;  its  Japanese  equiv- 
alent was  selling  in  Japan  for  from 
$1,200  to  $1,600. 

It  took  the  U.S.  a  long  time  to  re- 
act. Recalling  the  situation,  Wright 
shakes  his  head.  "About  four  years 
ago,  the  Commerce  Department  was 
responding  to  inquiries  about  the 
problem  with  letters  stating  that  there 
really  wasn't  any  problem.  These  let- 
ters stated  flat  out  that  the  value  of 
imports  in  our  industry  was  very  low 
[actually  they  were  running  then  at 
nearly  $1  billion]  and  consisted  of 
goods  that  U.S.  manufacturers  had 
just  no  interest  in  making!" 

All  that  has  changed.  With  the 
home  market  in  better  shape,  is  Ze- 
nith getting  ready  to  export  heavily 
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now?  Ah,  that's  another  matter.  Our 
consumer  electronics  industry's  ex- 
ports are  a  paltry  $131  million  com- 
pared with  Japan's  $1.3  billion  to  the 
U.S.  alone.  "Most  of  Japan's  exports 
went  into  the  U.S.,"  says  Wright,  "be- 
cause we're  the  most  open  market 
for  that  industry  in  the  world.  We've 
been  trying  to  export  to  Japan  since 
1961  with  no  luck.  They  wouldn't 
let  you  do  it." 

Hasn't  Japan  eased  up  on  its  bar- 
riers? "Oh  sure,  they're  talking  about 
it,  and  I'm  sure  most  Japanese  lead- 
ers realize  they  just  can't  live  the  way 
they  have  in  the  past.  But  it  is  a 
pretty  risky  proposition  still  to  go  over 
there  and  invest  an  awful  lot  of  mon- 
ey. You  had  better  be  sure  you  will 
be  really  welcomed  by  the  govern- 
ment. And  you'd  better  be  sure  the  in- 
dustry won't  throw  a  spoke  in  your 
wheels  as  they've  done  in  the  past," 
says  Wright  grimacing.  Kind  of  scary, 
Japan,  for  a  U.S.  businessman. 

The  World  Over 

What  about  other  countries  on 
other  continents? 

"There  are  very  few  places  in  the 
world  where  we  could  ship  our  goods," 
Wright  explains,  banging  his  pipe  in- 
to an  ashtray.  "Most  countries  like  to 
have  a  steel  mill.  They  like  to  have  an 
automobile  plant.  And  they  want  to 
produce  their  own  TV  sets,  picture 
tubes,  everything.  As  a  result,  they 
victimize  their  public  with  high  prices. 
It's  a  matter  of  national  pride." 

Examples?  "Take  Mexico.  They 
won't  let  us  ship  in  our  goods,  so  we 
have  to  make  them  there.  The  cost  is 
at  least  twice  what  it  is  in  the  U.S. 
and  the  products  are  not  as  good.  The 
market  isn't  that  big,  and  you  just 
can't  do  the  things  we  can  here." 

Naturally,  Wright  would  like  a  lit- 
tle government  help  "in  penetrating 
some  of  these  foreign  markets."  What 
else  would  he  like  from  our  Govern- 
ment? Not  very  much. 

Significantly  easy  antitrust  laws? 
"Hell  no,"  he  barks,  reminding  us  that 
it   was    under   an    antitrust   law   that 


The  Siege  Is  Lifted.  Joe  Wright 

of  Zenith  Radio  feels  like  an  embattled 

general  who  has  just  received  a 

massive  new  infusion  of  men  and  supplies. 

No  need  now  for  strategic  retreats  to 

Taiwan  or  Hong  Kong.  No  need  to  abandon 

important  products  to  the  enemy.  It 

was  devaluation  that  made  the  difference. 

That  and  tougher  enforcement  of 

antidumping  laws.  Now  Joe  Wright  can 

stand  up  to  the  Japanese,  and  he  already 

has  his  first  victories:  record 

sales  and  earnings  for  1 972  and 

a  4,000-job  gain  in  employment  at 

his  U.S.  plants. 
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A  Service  for  Attorneys  Only- 

How  to 

go  public 
ithout  going 


haywire. 

One  miscue  on  SEC  matters  and  you're  in 

trouble  — a  peck  of  it. 

That's  why  we  have  a  staff  of  SEC  specialists. 

They  are  at  your  service. 

They  work  on  SEC  work  and  SEC  work  alone  — 

complete  registration  of  securities,  including 

Regulation  A  and  S-1  offerings. 

What  this  all  means  is  more  money  earned 

for  you. 

Because  now  your  firm  can  handle  what  used 
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experienced  practitioner. 

Call  us. 

Get  the  full  story. 

You  won't  be  wasting  your  time. 

Call  collect: 
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Canada  was  opened  up  to  his  compa- 
ny. "I  know  you  can  get  some  very 
strange  results  from  those  laws.  But 
you  have  some  American  industries 
that  are  notorious  for  spending  most 
of  their  time  trying  to  suppress  com- 
petition. That  land  of  attitude  keeps 
you  from  struggling  to  find  new  ways 
of  doing  innovative  things." 

Wright  believes  that  attempts  to 
<  ape  the  Japanese  system  of  doing  busi- 
ness would  go  against  the  American 
character.  "We  wouldn't  do  it  well," 
he  says.  "We  would  get  hopelessly 
bogged  down." 

Anyway,  Wright  adds,  the  Ameri- 
can consumer  probably  wouldn't  want 
to  pay  the  bill  Japanese  consumers 
pay:  much  higher  consumer  prices. 

But  shouldn't  our  Government  try 
to  get  consumer  electronics  companies 
to  work  together  in  assaulting  over- 
seas markets? 

Wright  answered  that  with  a  loud 
guffaw.  "If  you  got  the  heads  of  com- 
panies in  our  industry  to  come  togeth- 
er for  a  consensus  of  what  the  indus- 
try ought  to  do,  I  can't  think  of 
what  a  shambles  we  would  have!" 
Wright  recalls  20  years  ago  when  the 
industry  got  together  to  set  standards 
for  color  television:  "Everybody  was 
trying  to  slip  something  in  there  on 
which  they  had  a  patent  that  would 
let  them  control  the  system.  It  was 
quite  a  proceeding." 

Education  Needed 

So  Wright  isn't  looking  to  the  Gov- 
ernment for  help— or  to  cartels.  Only 
this:  "a  change  of  attitude"  toward 
American  industries  that  export  or 
that  are  hit  by  unfair  trade  practices, 
such  as  dumping.  "One  of  the  places 
to  start  is  in  the  State  Department." 
Wright  voices  a  familiar  plaint  of  busi- 
nessmen, that  our  foreign  policy  pays 
too  little  attention  to  economics.  "Our 
negotiators  at  those  trade  conferences 
were  badly  misinformed.  I  don't  know 
where  they  got  their  information.  It 
was  pretty  poor  stuff.  The  GATT 
[General  Agreement  on  Tariffs  and 
Trade]  people  never  came  to  us. 

"We  need  some  way  of  centralizing 
responsibility  for  our  trade  policy. 
Now  it's  scattered  around  so  many 
different  places  that  nobody  really  lias 
the  authority  to  do  much  about  it. 

"Our  government  should  be  sure 
American  companies  aren't  victimized 
by  unfair  trade  practices.  For  yean 
nobody  did  anything  about  enforcing 
existing  laws  to  prevent  that." 

So  Wright  would  like  government 
help,  but  not  too  much,  not  anything 
on  the  scale  of  the  Japanese  or  even 
many  of  the  Europeans.  He  sa\s 
"We  have  a  creative,  competitive  In 
dustry.  All  we  need  is  a  fail  lhake. 
We'll  do  the  rest  ourselves."  ■ 
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Crane  microstrainers  at  work  along  America's  interstate  highways. 

When  you  don't  have 
city  sewage  disposal 

at  your  disposal. 

This  auto/truck  stop  and 
restaurant  complex  are  too 
remotely  located  to  enjoy  the 
advantages  of  municipal 
sewage  disposal. 

Engineers  from  the  oil 
company  faced  a  problem: 
how  to  discharge  waste  water 
into  a  local  stream  without 
violating  state  pollution 
standards. 

Working  with  Crane,  they 
came  up  with  the  effective 
answer:  to  a  small  conven- 
tional sewage  treatment 
system  add  a  low  cost,  "pack- 
aged" Crane  microstrainer. 


This  continuous  filtration 
unit  has  widely  proven 
capabilities  in  a  variety  of 
advanced  waste  treatment 
applications— from  isolated 
communities  such  as  this  to 
big,  mass-population  service. 


Crane  microstrainers  also 
have  wide  use  in  industrial 
waste  treatment  and  the  filter- 
ing of  drinking  water  supplies. 
In  fact,  they're  at  work  in  over 
450  installations  and  34 
countries,  filtering  more  than 
2-billion  gallons  of  drinking 
water  every  day. 

Crane:  leaders  in 
products  and  technologies  to 
clean  up  our  waters  and  the  air 
we  breathe.  For  further 
information  contact: 
Crane  Co.,  Dept.  AD,  300  Park 
Avenue,  New  York,  New  York 
10022. 


CRANE 


Crane  makes  it  flow  clean  again 


Carl  Gerstacker  of  Dow  Chemical 


You  Don't  Get  a  Second  Chance 


The  key  to  trade,  says  Chairman 
Carl  A.  Gerstacker  of  Dow  Chemi- 
cal, is  in  one  word:  technology. 

"If  you  lose  leadership  in  technol- 
ogy," says  the  57-year-old  chemist  and 
accountant,  "you  have  lost  the  busi- 
ness. We  lost  in  shoes,  in  radios  and  in 
shipbuilding.  I  can't  imagine  anybody 
making  these  things  in  the  U.S.  with- 
out heavy  subsidies.  In  chemicals 
we've  stayed  ahead  in  technology,  in 
steel  we  haven't  stayed  ahead." 

But,  once  you're  behind,  can't  you 
catch  up?  Not  likely,  he  says.  "Share 
of  market  is  important.  When  only 
10%  of  the  radios  are  produced  do- 
mestically, it's  a  safe  bet  that  that  10% 
will  be  lost,  too.  Because  the  manu- 
facturer can't  get  the  benefits  of  vol- 
ume. Volume  enables  you  to  design  a 
plant  for  greater  economies,  to  put  in 
more  efficient  machinery." 

His  own  chemical  industry,  heavily 
capital-intensive  and  technologically 
advanced,  has  done  more  than  keep 
up  with  the  foreigners.  "U.S.  produc- 
tion costs  in  chemicals  are  competi- 
tive with  the  world,"  Gerstacker 
boasts.  "We  can  compete  in  the  U.S. 


with  Japanese  and  German  chemicals, 
and  the  chemical  industry  gives  the 
U.S.  a  $2-billion-a-year  positive  bal- 
ance of  payments." 

On  the  other  hand,  steel  is  an  in- 
dustry, Gerstacker  points  out,  that  lost 
technological  leadership  long  ago,  and 
today  "the  Japanese  produce  as  many 
tons  of  steel  per  man  as  does  the  U.S., 
while  paying  much  lower  wages." 

The  chemical  industry  has  not  faced 
a  strong,  industrywide  union  at  the 
bargaining  table  as  has  steel.  Ger- 
stacker admits  that.  But  for  chemicals' 
superior  international  performance  he 
sees  a  historical  explanation,  a  kind 
of  challenge  and  response.  "Fifty 
years  ago,  at  the  beginning  of  the 
chemical  industry  in  this  country, 
chemicals  were  a  German  preserve. 
And  the  big  German  companies,  in  or- 
der to  prevent  competition  from 
springing  up,  simply  dumped  chemi- 
cals in  the  U.S.  We  came  out  of  that 
with  a  lot  of  scars." 

The  U.S.  industry  came  out  of  that, 
too,  with  a  lot  of  protectionist  legisla- 
tion such  as  the  American  selling 
price,  a  valuation  scheme  designed  to 


neutralize  the  advantages  of  foreign 
dyestuff  chemicals.  This  piece  of  pro- 
tection will  probably  die  in  the  up- 
coming trade  negotiations  as  part  of 
the  broad  effort  to  bring  down  tariffs 
against  chemicals  and  plastics. 

But  Gerstacker's  point  is  well  made. 
The  U.S.  chemical  industry  is  second 
to  none,  far  ahead  of  most  in  its  auto- 
mated" production  systems  and  in 
many  of  its  products.  Gerstacker's 
Dow  Chemical  is  a  multinational  gi- 
ant, doing  just  over  $1  billion  of  its 
$2.4-billion  sales  outside  the  U.S.  and 
getting  48%  of  its  net  income  from 
there.  It  competes  with  German  chem- 
ical giants  from  plants  near  Hamburg 
as  well  as  its  Midland,  Mich,  home 
base.  As  is  politic  for  multinationals 
this  year,  Dow  points  out  that  it  ex- 
ported $275  million  worth  in  1972. 

Chemicals,  then,  would  seem  to  be 
the  last  industry  thinking  about  gov- 
ernment aids.  Nevertheless,  Gerstack- 
er has  been  chairman  for  about  four 
years  of  the  National  Export  Expan- 
sion Council,  a  very  broad-based 
1,500-member  group  that  has  recom- 
mended, among  other  things,  that  the 
U.S.  Government  give  tax  breaks 
to  exporters  just  as  other  countries 
do.  One  result  of  those  recommenda- 
tions has  been  the  domestic  interna- 
tional sales  corporation,  which  allows 
50%  of  earnings  retained  in  special 
export  companies  to  be  deferred  from 
taxes  (see  p.  108). 

Other  things  Gerstacker  would  like 
Government  to  do  range  generally 
from  barely  possible  to  merely  wist- 
ful, from  controlling  inflation  to  curb- 
ing union  power.  If  U.S.  industry 
broadly  has  not  modernized  sufficient- 
ly to  stay  ahead  of  the  pack,  Ger- 
stacker says,  "I  blame  the  unions  for 
taking  too  big  a  share  of  what  was 
available.  I  know  Government  can't 
wave  a  wand  and  solve  this,  but  im- 
proved profits  would  help  if  manage- 
ment would  put  them  to  work  in 
equipment  and  plants,  enabling  them 
to  stay  ahead." 

On  one  final  point:  transportation. 
It  not  only  seems  clear  something 
can  be  done,  it  is  incredible  that 
something  has  not  been  done.  Let 
Gerstacker  tell  it:  "It  costs  more  to 
ship  from  New  York   to   Rotterdam 

or  from  San  Francisco  to  Tokyo  than 
to  ship  the  other  way.  It  goes  back 
to  postwar  years  when  ships  were 
leaving  the  U.S.  loaded  but  often  W 
turning  empty,  as  the  war-torn  coun- 
tries didn't  have  much  to  ship.  To  en 
courage  cargoes  the  other  way.  we 
cut  the  rate.  Now  much  ol  the  woild's 
shipping  is  in  foreign  hands  and  th<  \ 
don't  want  to  correct  this." 

Of  such  geopolitical  curiosities  are 

balance  of  pa\  ments  criaes  made   i  as 

well  as  great  shipping  lortunes).    ■ 


82 


FORBES,    MAY   15,    1973 


CALLTHIS  NUMBER 

FOR  THE  NAME 

OF  A  MAN 

WHO  MAY  SELL  YOU 

OUR  COMPETITORS 

INSURANCE. 

800-447-4700. 
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There  are  two  kinds  of  insurance  agents. 

Those  who  work  for  only  one  company  and  inde' 
pendent  agents  who  represent  many  companies. 

Industrial  Indemnity  is  a  major  Crum  &  Forster 
insurance  company.  And  like  all  of  Crum  & 
Forster's  6,300  producers,  the  2,200  agents  and 
brokers  who  represent  Industrial  Indemnity  are 
independent.  If  you  call  us,  well  give  you  the 
names  of  the  agents  who  live  near  you.  They  handle 
our  workmen's  compensation,  property  and 
casualty  insurance,  and  other  companies'  insurance 
as  well.  So  when  they  make  a  recommendation, 
they  have  no  obligation  to  suggest  our  insurance. 
Or  anybody  else's. 

This  independence  obviously  frees  the  agent  to 
give  you  the  kind  of  objective  advice  you  already 
expect  from  an  accountant  or  a  lawyer. 

If  one  of  .our  agents  examines  your  situation  and 
then  recommends  one  of  our  competitors'  policies, 
he's  simply  doing  the  job  you  and  we  want  him  to  do. 
You  get  the  right  coverage  at  the  right  price.  And 
when  you're  satisfied,  he  knows  you'll  continue 
to  do  business  with  him.  And  we're  motivated 
constantly  to  improve  our  coverage  and  service. 

So  far,  the  Crum  &  Forster  companies  have 
done  extremely  well  amid  this  unusually  intense 
competition.  C&F  provides  personal  and  business 
insurance  that  ranges  from  homeowners,  auto, 
boat  and  marine,  to  workmen's  compensation 
policies.  And  in  a  field  of  over  2,700  property  and 
casualty  groups,  Crum  &  Forster  is  number  16. 
C&F's  total  premium  volume  is  $666.8  million,  its 


net  worth  is  $432.4  million,  and  assets  are  over 
$1.4  billion. 

For  over  75  years,  the  Crum  &  Forster  Insurance 
Companies  have  been  writing  insurance  only 
through  independent  agents.  And  while  everything 
in  this  experience  has  proven  the  value  to  you  of 
using  them,  it's  just  as  important  for  you  to  get  the 
right  one. 

There  are  over  300,000  independent  insurance 
agents  in  the  country.  And,  as  we  said,  only  2,200 
of  them  have  been  appointed  to  handle  Industrial 
Indemnity.  All  of  our  agents  and  brokers  are 
insurance  professionals  who  have  established  their 
personal  and  professional  reputations  in  their 
communities. 

Call  800-447-4700  toll-free  anytime  and  we'll  be 
glad  to  tell  you  the  names  of  the  Industrial  In- 
demnity agents  who  live  near  you.  E.ich  of  them 
would  be  happy  to  sit  down  with  you  and  appraise 
your  insurance  situation  and  to  then  give  you  his 
expert,  objective  opinion— without  any  obligation 
to  you.  Or  to  us. 

We're  glad  to  recommend  him.  Even  though  he 
may  not  always  recommend  us. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUMV  FORSTER 
INSURANCE  COMPANIES 

THE  POUCY  MAKERS. 


San  ford  N.  McDonnell  of  McDonnell  Douglas 

Another  Export  Industry  Is  in  Jeopardy 


"We  have  been  the  world  leaders  in 
commercial  transports.  But  we  may 
not  be  in  the  future." 

Sanford  McDonnell,  president  of 
McDonnell  Douglas,  sits  brooding 
about  the  problems  of  the  U.S.  aero- 
space industry.  The  American  tech- 
nological advantage  in  commercial 
aircraft  came,  he  says,  from  the  huge 
research  and  development  investments 
made  in  military  aircraft  over  the 
years.  For  example,  the  B-47,  de- 
\  eloped  by  Boeing,  led  to  the  707. 

The  investment  in  military  research 
paid  off  in  commercial  export.  Over 
the  past  eight  years,  McDonnell  says, 
the  U.S.  aerospace  industry  has  ex- 
ported over  $20  billion  more  than  it 
has  imported.  It  is  the  largest  single 
contributor  to  U.S.  export  earnings. 
"At  this  time,  the  U.S.  commercial 
transports  are  the  backbone  of  every 
Free  World  airline.  But  that  is  in 
jeopardy  now.  It's  in  jeopardy  be- 
cause R&D  is  declining." 

The  Vietnam  war  emphasized  the 
production  of  weaponry  more  than 
research  and  development.  That  wor- 
ries the  aerospace  industry.  "The 
country  that  really  goes  into  research 
and  development  in  a  great  degree  is 
investing  in  the  future,"  McDonnell 
says.  "Your  research  today  is  your 
production  tomorrow." 

McDonnell  is  equally  sharp  in  his 
criticism  of  what  he  calls  "our  out- 
moded antitrust  laws."  In  Europe, 
companies  in  different  countries, 
sometimes  owned  or  heavily  sub- 
sidized by  their  governments,  band 
together  to  develop  a  single  airplane. 
The  multibillion-dollar  Anglo-French 
Concorde  supersonic  transport  is  only 
the  most  spectacular  example.  Nine 
separate  consortiums  are  now  work- 
ing on  projects,  some  dealing  in  high- 
ly advanced  technology  that  the  U.S. 
has  not  yet  mastered. 

"The  A-300B  airbus,"  McDonnell 
says,  "will  be  produced  by  a  con- 
sortium supported,  to  a  great  degree, 
by  European  governments.  It  is  get- 
ting increasingly  difficult  for  private 
companies  like  ours  to  finance  an  air- 
plane the  size  of  the  DC- 10.  When 
you  are  in  a  program  like  this,  the 
degree  of  risk  is  so  high  that  if  you 
turn  out  anything  but  a  superior  prod- 
uct, you  can  lose  your  whole  company. 

"With  the  DC-10,  the  Lockheed 
L-1011  and  the  Boeing  747,  each  of 
the  companies  risked  two  or  three 
times  their  net  worth.  So  you  just 
can't  make  mistakes." 

Subsidies  aside,  U.S.  antitrust  laws 
prevent  joint  ventures  between  U.S. 


aerospace  companies.  "The  aerospace 
industry  is  in  the  position  of  an  un- 
derfinanced player  in  a  no-limit  poker 
game,"  says  McDonnell.  "The  anti- 
trust laws  are  definitely  a  handicap." 

For  example,  had  the  law  per- 
mitted, McDonnell  Douglas  and 
Lockheed  might  have  teamed  up  to 
build  a  single  wide-bodied  aircraft 
instead  of  two  competing  ones,  the 
L-1011  and  the  DC-10.  "Collective- 
ly," he  says,  "we'd  have  sold  a  lot 
more  airplanes  and  done  a  lot  better. 

"We  can't  go  in  with  Boeing  to 
build  an  airplane  to  compete  with  ev- 
er) body  else,  but  we  can  go  in  with 
Hawker  Siddeley  [Great  Britain], 
Aerospatiale  [France],  or  Mitsubishi 
[Japan].  Really,  it  doesn't  make 
sense.  What  it's  doing  is  forcing  the 
aerospace  companies  to  go  with  for- 
eign rather  than  U.S.  partners." 

In  McDonnell's  opinion,  joint  ven- 
tures with  foreign  companies  are  sow- 
ing the  seeds  of  future  competition. 
A  case  in  point  is  the  possible  Boeing 
collaboration  with  Italy's  government- 
owned  Aeritalia  on  a  new  transport. 
"The  only  reason  Boeing  is  doing  this 
is  that  they  haven't  got  the  money 
or  they  don't  feel  the  need  to  take 
the  risk  of  producing  one  on  their 
own  again.  Perhaps  the  most  serious 
effect  of  this  is  that  it  will  give  the 
Italians— who  have  no  transport  air- 
craft business  to  speak  of  now— a  tech- 
nological transfusion.  They  will  then 
be  able,  in  the  next  generation  be- 
yond the  one  on  which  they  are  work- 
ing with  Boeing,  to  compete  on  their 
own  against  us." 

Help  Welcomed 

What  can  the  Administration  do  to 
help  the  U.S.  aerospace  industry  com- 
pete more  effectively  abroad?  McDon- 
nell has  some  ideas.  His  pet  idea  is 
what  he  calls  the  "4-D"  program— for 
"Double  Duty  Defense  Dollars."  What 
this  means  is  that  since  R&D  expendi- 
tures are  stagnating,  they  must  be 
made  to  stretch  farther.  "If  the  U.S. 
Government  invests  in  a  certain  type 
of  airplane  for  which  there  is  a  mili- 
tary need,  and  that  airplane  also  has 
a  commercial  application,  it  is  getting 
double  duty  from  those  defense  dol- 
lars," says  McDonnell.  "It  is  fulfilling 
a  military  requirement  and  also  help- 
ing a  company  over  this  tremendously 
risky  part  of  the  business. 

"This  means  educating  people  and 
the  Congress  that  just  because  you 
have  a  military  program  doesn't  nec- 
essarily mean  that  there  aren't  a  lot 
of  great  benefits  for  the  whole  coun- 


try in  jobs  and  commercial  work. 
We  can  sell  a  commercial  airplane 
which  has,  say,  70%  commonality  with 
a  military  airplane  at  a  lower  price 
because  the  Government  has  already 
paid  for  70%  of  the  R&D. " 

Another  possibility,  suggested  by 
the  President's  Aviation  Advisory 
Commission,  involves  the  Government 
in  an  even  more  direct  way.  Explains 
McDonnell:  "The  Government  would 
decide  what  the  next  generation  com- 
mercial airplane  should  be.  It  would 
run  a  competition,  just  like  a  military 
airplane,  pick  out  a  winner,  and  then 
help  finance  and  support  the  research 
and  development  and  the  production 
of  that  airplane.  This  is  essentially 
what  they  did  with  the  American  su- 
personic transport." 

Finally,  McDonnell  feels  very 
strongly  that  the  abandoned  U.S.  su- 
personic transport  (SST)  project 
ought  to  be  revived  by  the  Adminis- 
tration, and  quickly.  "I  don't  think 
there  is  any  question  that  there  is  an 
important  place  for  the  SST  in  the 
overall  commercial  transport  field. 
That's  not  to  say  it's  going  to  take 
over  the  whole  field,  but  it's  going  to 
have  an  increasing  pari  to  play." 

Hadn't  Concorde's  problems  shaken 
up  McDonnell's  thinking  at   all?  "No, 
not  really,"  he  says.  "The  Concorde  is 
a    major    technological    step    forward. 
I  doubt  very  much  that  the  Concorde 
as  it's  flying  right  now    will   ever  be 
a  real  moneymaker.  But  the  follow-on 
airplanes  will  be.  When,  I'd  be  besJ 
tant   to   say.   But   sure   as    I'm   sitting 
here,    supersonic    transports    will    be 
moneymakers   some    time    in    the    not 
too  distant  future.    The  SST  is  some 
thing  the  U.S.  Government  lias  i^ot  lo 
get  started  on  or  we'll  be  too  fai   be 
hind  and  have  to  plaj  catch  up."  ■ 
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the   ■ 
Wizard 

of     vs. 
Avis 


the  , 
wizard 

of 
Hertz. 


It's  really  not  much  of  a  contest. 

For  openers,  once  you  have  a 
Wizard  of  Avis  Number,  there's  not  a 
pen  in  the  world  that  can  get  you  a 
car  faster  than  our  computer  system. 

But  speed  alone  does  not  a  great 
rent  a  car  company  make. 

Efficiency,  neatness  and  accuracy 
make  the  Wizard  of  Avis  something 
special  indeed. 

Efficiency,  because  even  though 
you  don't  ask  for  it,  the  Wizard 
may  find  you  qualify  for  a  lower  rate. 


Neatness,  because  we're  the  only 
ones  who  clearly  type  out  your  entire 
rental  agreement. 

Accuracy,  because  the  Wizard  just 
doesn't  make  mathematical  errors. 

To  get  your  free  Wizard  Number, 
simply  visit  your  nearest  Avis  counter. 
Or,  call  toll-free  (800)  231-6000. 

*  \  J  ^  IN  TDK    '.ALL  (800)  392-3966 

The  pen  undoubtedly  is  one  of 
the  great  inventions  of  all  time. 

Unfortunately,  its  greatness  dimin- 
ishes as  soon  as  some  people 
pick  it  up. 


Avis. 

Avis  rents  all  makes... features  cars  engineered  by  Chrysler. 


©  Avis  Rent  A  Car  System,  inc. 


Noise  POLLUTION 
SOLUTION! 


Now,  owners  of  engines  and  generating  sets 
can  help  stamp  out  noise  pollution  with  the 
"Q  for  quiet"  Young  MWC-Q  Water  Cooling 
Radiator.  For  example,  a  Young  Radiator 
features  a  comparatively  slow  11,000  FPM  fan 
tip  speed  -f-  low  hp  +  wide  airfoil  blades 
which  means  10  decibels  quieter  operation. 
Available  for  fast  shipment.  Catalog  No.  1573. 
Look  to  Young  for  leadership  in  cooling  all 
types  of  engines,  turbines,  compressors,  con- 
verters,  transmissions,  fluids,   machine  tools. 


YOUNG  RADIATOR  COMPANY 

General  Offices:  Racine,  Wisconsin  53404 

Radiators  •  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 


Confidential 
LOANS 

$1,500  to 
$12,500 

■  The  nationally  recognized  financial 
service  used  regularly  by  over 
20,000  professional,  executive,  and 
technical  men  and  women  like  you. 

■  A  quick  and  extremely 
confidential  source  of  credit  for 
immediate  needs  or  as  a  credit 
line  whenever  you  need  It. 

■  No  collateral ...  no  embarrassing 
investigation.  No  charge  for 
establishing  your  credit  line. 

■  Simple  details  handled  over  the 
phone  or  by  personal  mail  from 
the  privacy  of  your  home  or  office. 

■  THE  quiet  service  for  your 
financial  needs.  Dial  our  private, 
toll  free,  number  800-328-7328  or 

write  Charles  R.  Donner,  Executive 
Loan  Director. 

©Industrial  Credit 
Financial  Services 

241  Hamm  Building, 

Saint  Paul,  Minnesota  55102 

Member:  American  Industrial  Bankers 

Association  since  1937. 


George  Weyerhaeuser  of  Weyerhaeuser 


Inconsistency 

Americans  are  funny  people,  some- 
times infuriatingly  inconsistent. 

"We  must  export  more,"  we  say. 

Then  one  of  our  industries  builds  a 
flourishing  export  line  and  we  com- 
plain: "Stop  those  exports.  They  arec 
draining  supplies  from  the  home'  mar- 
ket and  putting  up  prices." 

It's  happening  in  lumber  right 
now.  Lumber  prices  have  skyrocketed. 
For  example,  half-inch  plywood 
sheathing  which  averaged  $80  per  one 
thousand  square  feet  in  1970  was  up 
to  $180  last  month. 

With  Weyerhaeuser  Co.'s  first-quar- 
ter net  income  up  168%,  largely  on 
the  strength  of  exports,  President 
George  Weyerhaeuser  takes  a  dim 
view  of  recent  criticism  of  U.S  log 
exports.  Weyerhaeuser  ships  some  33% 
of  those  logs  and  has  recently  agreed 
to  supply  newsprint  to  the  Japanese. 

"The  old  bugaboos  about  Japan 
importing  our  raw  materials  and  do- 
ing something  to  them,  then  sending 
them  back  here  as  cheap  products  is 
baloney."  Weyerhaeuser  says  the  Jap- 
anese will  need  the  newsprint  at  home, 
adding:  "Here's  our  opportunity  to  do 
something  about  that  $4-billion  trade 
deficit  we  have  with  Japan.  This 
country  has  been  acting  fat,  dumb 
and  happy  about  foreign  trade.  We 
allowed  our  consumers  free  access  to 
world  goods  and  ignored  the  need  to 
be  competitive.  How  did  we  expect 
to  pay  for  this  stuff?" 

Let  the  Japanese  export  their  elec- 
tronics, he's  saying;  swap  them  news- 
print, pulp  and  other  forest  products. 

Newsprint  aside,  what  about  lum- 
ber? What  about  the  American  con- 
sumer? In  effect,  the  company  replies: 
"Most  of  the  logs  we  export  to  Japan 
are  hemlock.  The  lumber  that  the 
builders  are  screaming  for  is  Douglas 
fir.  In  any  case,  it  costs  us  less  to  ship 
those  logs  to  Japan  than  it  would  cost 
us  to  ship  them  to  Missoula,  Mont. 
One  of  the  reasons  for  the  lumber 
shortage  is  the  lack  of  mill  capacity. 
The  reason  for  the  lack  of  mill  ca- 
pacity is  the  cyclicality  of  the  lum- 
ber business.  Marginal  producers  don'l 
build  for  up  cycles  while  they  are 
suffering  in  a  down  cycle,  as  they  <li<l 
in  1970-71." 

Adds  George  Weyerhaeuser:  "For- 
eign markets  don't  follow  the  same 
cycles  as  ours.  That  smooths  out  your 
business  curves  and  allows  the  forester 
to  manage  his  lands  better.  Thai's 
the  key  to  the  future." 

In  the  last  ten  years,  Weyerhaeuser, 
with  its  burgeoning  log  export  busi- 
ness,  has  displayed  one  ol   the  indus- 


try's strongest  earnings  patterns.  "With 
that  kind  of  growth,  we've  been  able 
to  develop  means  of  utilizing  more  of 
our  trees,  manage  our  recycling  better 
and  see  that  there's  less  wood  rotting 
on  the  ground." 

So,  Weyerhaeuser  is  saying,  we 
should  rejoice  that  the  Japanese  are 
taking  our  trees.  In  fact,  we  should 
get  after  the  Europeans  to  buy  more 
forest  and  agricultural  products  from 
the  U.S.  "The  European  Economic 
Community  is  being  formed  around 
a  limited  agricultural  base.  They  are 
trying  to  protect  their  small  farm  sys- 
tems when  we  can  do  the  agricul- 
tural job  for  them  much  better." 

Europe,  Weyerhaeuser  says,  should 
be  realistic  and  use  agricultural  labor 
to  fill  industry's  labor  shortages. 

"We've  got  to  watch  them,"  he 
says.  "Right  now,  for  example,  they 
are  negotiating  to  phase  out  tariffs  on 
Scandinavian  linerboard  while  U.S. 
and  Canadian  products  will  still  be 
up  against  a  12%  tariff."  ■ 


Cut  More!  If  Americans  are  con- 
cerned about  the  high  price  of  lumber, 
says  George  Weyerhaeuser,  46,  they 
should  look  for  ways  to  increase 
output,  not  for  ways  to  cut  exports. 
"Government,"  he  says,  "should  be 
very  sensitive  to  the  supply  side. 
It  ought  to  remove  partial 
controls  to  encourage  every  lumber- 
man to  produce  everything  he  can. 
With  bigger  supplies,  the  price  would 
turn  around  in  a  couple  of  weeks! 
And  we  ought  to  move  more 
of  that  timber  out  of  the  national 
forests.  Smack  in  the  middle  of  the 
biggest  lumber  scarcity  in  recent 
years,  the  Forest  Service  isn't  cutting 
anywhere  near  its  quota  of  timber." 


86 


FORBES,    MAY    15,    1973 


The  new  Ingersoll-Rand  fluid  jet-a  revolutionary 
cutting  system  that  doesn't  create  dust. 


BUY 
^RENT 

LEASE 
]  FINANCE 
through  IRFC 


Imagine  a  needle-like  jet  of  water-polymer  solution  with  a  veloc- 
ity about  twice  the  speed  of  sound  that  can  zip  through  leather, 
corrugated  board,  carpet,  rubber,  fabrics  and  a  multitude  of 
other  products  at  high  cutting  speeds. 

This  is  the  revolutionary  new  Fluid  Jet  Cutting  System  developed 
by  Ingersoll-Rand's  McCartney  Division.  The  water  jet  creates  no 
objectionable  dust,  never  needs  sharpening,  cuts  in  any  direc- 
tion, makes  radius-free  turns,  needs  no  starting  hole,  follows  any 
contour  and  results  in  minimum  kerf. 

Applications  for  the  new  cutting  process  are  virtually  unlimited 
in  the  field  of  soft  non-metallic  materials.  For  more  information, 
contact  Ingersoll-Rand,  Dept.  FF-24,Woodcliff  Lake,  N.J.  07675. 

1971-2071 

EH  Ingersoll-Rand 
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Exploring  lor  gas  in  the  Arctic  Islands. 
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Construction  and 
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Newport  News 
Shipbuilding. 
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Tenneco  Oil. 
Exploring  in  eight 
corners  of  the  world. 
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Packaging  Corp.  of 
America.  Containers 
and  cartons  for  the 


Walker  Mfg. 
Automotive  exhaust 
systems,  jacks, 


Tenneco  Chemicals. 
Urethane  foam  for 
autos,  furniture 


Tenneco's  Sun 
Giant*  rirmium 
produce  tor 


Under  the  sea. 
The  Arctic  Circle. 
Around  the  world 


That's  how  far  Tenneco  is  going 
for  the  natural  gas 
that  heats  your  home. 


Getting  natural  gas  to  where  it's  needed 
most  was  the  whole  idea  that  started 
our  company. 

We  built  the  pipeline  that  first 
brought  natural  gas  from  the  fields  of 
Texas  to  the  industrial  Northeast. 

We're  also  taking  steps  to  help 
insure  that  the  future  supply  will  meet  the 
increased  demand. 

This  effort  takes  our  drills  far  from 
shore  in  the  Gulf  of  Mexico  a"nd  over  a 
thousand  miles  north  of  the  Arctic  Circle. 

We're  developing  new  gas  fields 
and  preparing  plans  for  pipelines  under 
the  frozen  Arctic  Ocean. 

We  are  seeking  foreign  sources 
of  natural  gas  with  plans  to  import  it  in 
liquid  form  in  huge  LNG  tankers. 

We  are  also  working  on  the 
gasification  of  coal  and  naphtha. 

It  all  adds  up  to  a  multi-front 
effort  to  supply  clean  burning  natural 
gas  to  heat  American  homes. 


This  is  only  one  of  the  many  areas  in 
which  Tenneco  has  been  building.  In  others: 
we  are  expanding  the  size  of  our  Newport 
News  shipyard,  already  the  world's  most 
sophisticated. 

We  are  exploring  for  new  sources 
of  oil  in  many  of  the  most  promising  areas  of 
the  world. 

We  are  in  the  advanced  stages  of 
development  in  auto-emission  controls. 
And  we  have  helped  develop  a  new  offshore 
Platform  Mounted  Nuclear  Power  Plant  to 
provide  yet  another  source  of  energy. 

We  are  also  building  better 
construction  and  farm  equipment.  Marketing 
fresher  premium  quality  fruits  and  vegetables. 
Developing  whole  new  residential  and 
recreational  communities.  Finding  new 
ways  to  package  the  nation's  goods.  And 
adding  new  specialty  chemicals  to  our 
comprehensive  line. 

Because  when  it  comes  to  the  future, 
we  plan  to  be  ready. 


BUILDING  BUSINESSES  IS  OUR  BUSINESS 


America's 
fastest  growing 
telephone  system. 


Everyday  more  and  more  people  are  connecting  up  with 
Continental  Telephone  service.  Coast  to  coast,  our  roots  are  solidly  in 
communities  where  there's  room  to  grow.  Our  goal  is  to  give  everyone 
more  for  their  money.  Subscribers.  Equipment  customers.  And  investors. 
Want  to  read  a  success  story?  Write  for  our  Annual  Report. 


fl  T  ■  Continental  Telephone  Corporation 

\»      ■  Dept.  C,  P.O.  Box  400,  Merrifield,  Va.  221 1 6 


In  Europe:  The  Government  as  Big  Brother 


In  ways  that  make  U.S.  Government-business  cooperation  look  amateurish, 
European  governments  subsidize  their  businesses— and  thus  their  exports. 


The  techniques  may  differ  from  the 
ideology.  But  whatever  their  political 
hue,  few  European  governments  fail 
to  hand  out  cash  aid  to  business.  Such 
grants,  inevitably,  make  it  easier  for 
their  businessmen  to  compete  inter- 
nationally. In  many  cases  the  grants 
thus  serve  as  a  kind  of  export  sub- 
sidy. In  Britain  the  alert  can  get 
straight  cash  handouts  for  capital  in- 
vestments, 100%  depreciation  the  first 
year,  a  government  subsidy  of  $10  a 
week  slipped  into  each  employee's  pay 
packet,  a  rent-free,  government-built 
factory— and  as  a  final  sweetener,  the 
government  may  pay  his  moving-in 
expenses. 

The  rationale  for  Britain's  aid  pol- 
icy has  been  mainly  to  help  de- 
pressed areas  such  as  Scodand,  Wales, 
the  Northeast,  whose  coal  mines  and 
shipyards  are  withering  away.  But  by 
extension,  the  same  aid  has  also  been 
doled  out  to  troubled  industries  and 
bankrupt  companies  throughout  the 
country.  Sometimes  too,  perfectly 
healthy  industries  are  assisted.  Over 
the  last  three  years,  for  example,  the 
government  has  been  paying  hoteliers 
$2,500  for  every  new  bedroom  they 
provide.  They  have  provided  60,000 
and  have  collected  $125  million  from 
the  government.  Why  hotels?  Because 
they  bring  in  tourists  from  abroad  and 
are  therefore  a  valued  export  indus- 
try. And  no  industry  is  more  valued 
than  one  that  exports. 

In  the  mid-Sixties,  Harold  Wilson's 
Labour  government  was  handing  out 
straight  investment  grants  as  high  as 
40%  in  the  developing  areas.  Even- 
tually the  bill  was  running  at  $1.5 
billion  a  year.  The  regional  employ- 


ment premiums  that  put  $10  a  week 
into  employee  pay  packets  in  these 
areas  were  costing  it  another  $250 
million.  It  also  created  the  Industrial 
Reorganization  Corp.  The  IRC  had 
a  $400-million  budget,  which  it  used 
as  loans  to  nudge  companies  into 
mergers.  It  took  a  $60-million  IRC 
loan  to  get  Donald  Stokes  to  put  to- 
gether British  Leyland  Motors  from 
the  fragmented  auto  industry.  It  was 
the  investment  grants  that  persuad- 
ed Alcan,  Rio  Tinto  Zinc   (partnered 


by  Kaiser)  and  British  Aluminium  si- 
multaneously to  build  three  separate 
smelters  in  Britain's  depressed  regions. 
Taking  all  the  government  aids  to- 
gether, a  company  need  lay  out  no 
more  than  $100  for  every  $250  of 
investment. 

And  when  the  carrot  was  insuffi- 
cient, there  was  a  stick  in  the  shape 
of  industrial  development  certificates. 
Without  these,  a  company  could  not 
invest  anywhere.  That  was  how 
Chrysler   came   to   build   a   new   fac- 


The  New  Factory  in  the  background 
(above),  replacing  the  old  hulk  in  Wales' 
Rhondda  valley,  is  one  fruit  of  Britain's 
industrial  subsidy  policy;  but  will  the 
new  plant  employ  the  58-year-old  min- 
er (at  left)?  And  what  can  a  subsidy  do 
for  the  marginal  French  farmer  (below)? 
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Planning  a  new  plant,  warehouse  or  office? 

Oakland/Alameda  County 


has  everything! 


New  modern  office  buildings  and  BART  system  rapid  transit  connections; 
strategically  located  industrial  sites  with  resources  to  match  the  most 
demanding  requirements— all  in  Oakland/Alameda  County,  California. 

Transportation  — Served  by  60  U.S.  and  foreign  steamship  companies 
through  world's  second-largest  containerization  port,  15  domestic  and 
foreign  air  carriers,  three  transcontinental  railroads,  107  trucking  lines  with 
completed  freeways  connecting  to  all  western  cities. 

Distribution— Geographic  center  of  the  West  Coast.  Flexible  worldwide 
distribution  channels  and  ample  public  warehouse  space. 

Research  and  Education  — Home  of  University  of  California,  Lawrence 
Radiation  Laboratory,  with  other  top  research  facilities  and  educational 
institutions  close  by. 

Industrial  Energy— Reliable  energy  resources  and  capabilities  to  ade- 
quately serve  any  type  of  business  or  plant. 

Material  Resources— The  raw  materials  and  semi-manufactured  resources 
of  11  western  states  are  within  1,000  mile  radius. 

Climate  and  Recreation  — Location  on  San  Francisco  Bay  provides  mild 
winters  and  summers.  Plentiful  leisure  opportunities  in  acres  of  parks,  mod- 
ern Coliseum  Complex. 

Labor  Supply— More  than  450,000  skilled  in  manufacturing  and  trades, 
plus  superior  scientific  and  technical  talent. 

Mail  this  coupon  today  for  more  information  and  a  complete  description  of 
currently  available  industrial  sites  in  Oakland/Alameda  County. 


Oakl; 
Oakh 

I 
I 
I 


Oakland/Alameda  County  New  Industries  Committee 
Oakland  Chamber  of  Commerce 
1320  Webster  Street,  Suite  210 
Oakland,  California  94612 


Title 


1 
I 


Address . 
City 


-State . 


Oakland  I  Alameda  County 


ALAMEDA  •  ALBANY  •  BERKELEY  •  EMERYVILLE  •  FREMONT  • 

HAYWARD  •  LIVERMORE  •  NEWARK  •  OAKLAND  •  PIEDMONT  • 

PLEASANTON  •  SAN  LEANDRO  •  UNION  CITY  •  RURAL  ALAMEDA  COUNTY 

Unincorporated  Areas:  Castro  Valley  •  Dublin  •  San  Lorenzo 

For  more  information  about  specific  cities  contact  the  local  Chamber  of  Commerce. 
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tory  at  Linwood,  Scotland  and  ship 
its  car  bodies  300  miles  to  assembly 
lines  at  Coventry,  where  it  had  acres 
of  green  field  for  expansion  but  no 
certificates.  The  Conservative  govern- 
ment pledged  to  scrap  the  whole 
handouts  situation.  It  was  creating 
"national  decadence,"  claimed  John 
Davies,  former  chief  of  the  Confedera- 
tion of  British  Industries.  Investment 
grants  were  stopped,  and  the  IRC 
dismantled.  Faced  with  a  series  of 
spectacular  bankruptcies  and  an  in- 
vestment slump,  they  soon  restored 
the  lot,  and  added  a  few  inducements 
of  their  own  to  bail  out  "lame  ducks" 
(as  the  British  call  their  failing  com- 
panies). Prime  Minister  Edward 
Heath  has  spent  $350  million  for 
Rolls-Royce,  $90  million  for  Upper 
Clyde  Shipbuilders,  $125  million  for 
Harland  &  Woolf,  a  Belfast  shipyard, 
and  last  month  $12  million  to  aid 
bankrupt  BSA,  the  motorcycle  maker. 

Outward  Bound 

In  many  instances  these  companies 
were  aided  just  because  they  are  ex- 
porters. Britain  has  created  a  $2.5- 
billion  loan  fund  for  Britain's  ship- 
builders (with  full  order  books  now 
because  the  rest  of  the  world's  ship- 
yards are  booked  up),  a  $125-million 
fund  to  pay  35%  of  mineral  explora- 
tion companies'  costs  (another  import 
cost  saver,  like  aluminum  smelters), 
and  it  also  gives  85%  giants  to  com- 
panies that  are  developing  blighted 
industrial  land. 

Belgium,  another  ostensibly  free- 
enterprise  nation,  lost  its  overseas  ter- 
ritories after  World  War  II  and  was 
hamstrung  with  aging  coal  and  steel 
industries  at  home.  Consequently,  to- 
day the  Belgian  government  makes 
business  its  best  friend.  Whether  it 
be  a  new  factory  in  Ghent  or  a  new 
office  tower  in  the  heart  of  Brussels, 
the  welcome  mat  is  always  out.  De- 
velopment areas  are  so  widely  spread 
that  virtually  the  whole  country  has 
been  treated  as  a  needy  case.  Belgium 
even  aroused  the  ire  of  the  European 
Economic  Community  Commission  af- 
ter the  latter  found  that  the  Belgian 
government  proposed  to  include  no 
fewer  than  41  of  the  country's  43  re- 
gions as  areas  in  need  of  special  aid. 
They  are  still  arguing  the  toss. 

Conditions  for  aid  are  liberally  in- 
terpreted and  are  equally  available  t<> 
Belgian  or  foreign  companies.  A  coin 
pany  only  has  to  show  that  it  is  OS 
tahlishing  a  new  industry,  moderniz- 
ing an  existing  factory  or  even  acting 
in  the  "general  economic  interest." 

It  can  call  on  government  credit 
guarantees,  capital  grants,  accelerated 
depreciation,  reduced  capital  gains 
tax  or  a  holiday  from  property  tax, 
Hut    the    most    interesting    and    ImpOl 
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WE  CUT 

THE  WASTE  IN 

REFUSE  COLLECTION 


Suddenly  refuse  collection  is  a  brand  new  ballgame— a 
multi-billion  dollar  operation— with  major  industries 
seeking  to  find  faster,  cheaper  methods  to  solve  the  serious  waste 
disposal  problem. 

At  Fruehauf ,  we  welcome  the  opportunity  to  tackle  this 
problem  because  our  half-century  of  experience  building  many  types 
of  transportation  equipment  gives  us  a  tremendous  headstart. 

For  example,  we  think  our  new  Pak  &  Haul  Systems™ 
Division  has  the  best  answer  yet:  the  Pak  &  Haul  33  compactor 
trailer  for  residential  service  and  the  Pak  &  Haul  75  for  industrial 
and  transfer  operations.  With  a  crew  of  three,  the  "33" 
can  easily  service  over  1,000  homes  per  day  in  25%  less  time 
than  before.  Yet  the  unit,  complete  with  tractor,  costs  about  a  third 
less  than  the  two  trucks  and  packer  bodies  it  replaces. 

These 
Fruehauf  products 
are  part  of  our 
company's  systems 
approach  to  the  waste 
disposal  problem ...  an 
approach  we've  used 
successfully  in  many 
other  fields— from  over- 
the-road  transportation  _ 

equipment  to  materials  handling  to 
shipping  containers  and  systems. 

The  foresight  to  recognize 
promising  new  markets  and  the  ability  to  take  advantage 
of  them  are  reasons  our  growing  corporate  sales  hit  a 
record  $550,000,000  last  year,  an  increase  of  14%  over  1971. 
Earnings  were  up  38%. 

To  find  out  more  about  the  Fruehauf  Corporation 
and  our  plans  for  future  growth,  write  for  our  Annual  Report: 
Fruehauf  Corporation,  Dept.  FO-53, 10900  Harper,  Detroit, 
Michigan  48232. 


TRANSPORTATION 


How  Western  Union 
improving  the  nation's 
communications. 


Over  the  past  seven  years, 
we've  invested  one  billion  dollars  to 
rebuild  our  century-old  company. 
Today,  we  have  the  world's 
jriost  advanced  nationwide  computer- 
ized communications  system. 
This  means  you  can  send  and 
receive  telegrams  and  Mailgrams 
easier,  muchfaster  and  more 
accurately. 


delivered  within  four*  hours. 

Another  way  we're  improving 
the  nation's  communications  is 
Mailgram. 

Mailgram  combines  direct 
electronic  transmission  with  the 
largest  physical  delivery  network  in 
the  nation. 

It  works  this  way:  you  phone 
your  message  to  Western  Union, 
toll-free,  and  our  computer  instantly 
transmits  it  to  a  U.S.  Post  Office 
nearest  its  destination.  Your 
Mailgram  is  put  into  a  distinctive 
blue  and  white  envelope  and 
delivered  by  regular  letter  carrier. 
You  can  send  a  100- word  Mailgram 
to  anyone,  anywhere  in  the  48  states 
for  just  $1.60  and  get  next  business 
day  delivery. 
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We're  ready  to  prove  it. 

Call  Western  Union,  toll-free. 
We'll  answer  within  three  rings  or 
less.  We  now  have  an  around-the- 
clock  answering  service. 

The  operator  puts  your 
telegram  or  Mailgram  into  our 
computer  which  routes  it  to  its 
destination  in  a  matter  of  seconds. 

We  now  deliver  all  domestic 
telegrams  and  money  orders  within 
specified  times  or  give  you  your 
money  back,  without  any  argument 
or  delay. 

And  you  have  a  choice  of 
delivery  method:  messenger, 
telephone  or  via  Telex,  TWX  or 
tieline.  If  you  choose  messenger,  your 
day  telegrams  and  money  orders  will 
be  delivered  within  six  hours*  If  you 
choose  telephone,  Telex,  TWX  or 
tieline,  your  day  telegrams  will  be 

western  union 
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Here's  how  to  test  our 
improved  service. 

Telephone  us  toll-free.  You'll 
be  pleased  how  fast  we  answer  your 
call.  And,  we'll  send  you  a  profitable 
booklet,  "How  to  make  friends  or 
money,  (or  both),  with  Mailgrams." 
Try  us  now.  You'll  see  how  much 
progress  we've  made. 


To  test  our 
improved  service, 

call  us  toll  free: 

When  calling  Toll-free 

from:  numbers: 

Alabama 800  325  5300 

Arizona 800  648  4100 

Arkansas 800  325  5100 

California 

Los  Angeles 627  2711 

Oakland ' 832  6400 

San  Diego 232  2151 

San  Francisco 986  2626 

Santa  Ana 835  7621 

Colorado 800  325  5400 

Connecticut 800  627  2211 

District  of  Columbia 800  257  2211 

Delaware 800  627  2211 

Florida 800  325  5500 

Georgia 800  257  2231 

Idaho 800  648  4100 

Illinois 800  325  5100 

Indiana 800  325  5200 

Iowa 800  325  5100 

Kansas 800  325  5100 

Kentucky 800  325  5100 

Louisiana 800  325  5300 

Maine 800  627  2231 

Maryland 800  257  2211 

Massachusetts 800  627  2221 

Michigan 800  325  5300 

Minnesota 800  325  5300 

Mississippi 800  325  5200 

Missouri 800  342  5700 

Montana 800  325  5500 

Nebraska 800  325  5100 

Nevada 800  992  5700 

New  Hampshire 800  627  2221 

New  Jersey 800  632  2271 

New  Mexico 800  325  5400 

New  York 

New  York  City  from  area  212 459  8100 

Far  Rockaway  from  area  212 327  1500 

Hempstead      from  area  516 538  6900 

Huntington      from  area  516 586  2660 

Patchogue       from  area  516 924  8100 

Staten  Island   from  area  212 761  8100 

Remainder  of  New  York  State  .  .  800  627  221 1 

North  Carolina 800  257  2231 

North  Dakota 800  325  5400 

Ohio 800  325  5300 

Oklahoma 800  325  5100 

Oregon 800  648  4100 

Pennsylvania 
East  Pa.  from  area  215  &  717  .  .800  627  2211 
West  Pa.  from  area  412  &  814 .  .  800  257  2221 

Philadelphia 923  0500 

Rhode  Island 800  627  2221 

South  Carolina 800  257  2231 

South  Dakota 800  325  5300 

Tennessee.  .  :. 800  325  5100 

Texas _ 800  325  5300 

Utah * 800  648  4100 

Vermont 800  627  2221 

Virginia 800  257  2221 

Washington 800  648  4500 

West  Virginia 800  257  2221 

Wisconsin 800  325  5200 

Wyoming 800  648  4500 


Note:  Western  Union  receives  hundreds  of  thousands 
of  telephone  calls  every  day.  At  the  present  time,  it  is 
technically  impossible  to  route  all  these  calls  through 
one  toll-free  number.  We  now  have  only  29  toll-free 
numbers  for  the  48  states.  Within  the  next  few  years 
we  plan  to  have  one  nationwide  telephone  number. 


Concentrating  on  period  pieces  like  the  Queen  Elizabeth  2  instead  of  on 
oil  tankers  is  one  thing  that  makes  Scotland's  River  Clyde  shipyards  such 
a  steady  customer  for  British  government  subsidies.  And  the  subsidies 
tend  to  go  on  even  when  the  yards  are  loaded  with  work,  as  they  are  today. 


me  stern  union 


tant  form  of  help  is  the  government 
interest  subsidy.  With  a  going  borrow- 
ing rate  of  7.9%,  the  government  will 
take  care  of  as  much  as  6.9%  on  75% 
of  the  investment.  Under  a  recent  law, 
a  company  developing  new  technol- 
ogy, carrying  out  a  merger  or  pro- 
moting an  export  business  may  be 
able  to  get  a  completely  interest-free 
loan  covering  80%  of  its  investment. 
Moreover,  such  a  company  need  not 
be  in  any  development  area  at  all.  It 
can  be  anywhere  in  Belgium. 

Another  measure  that  has  brought 
gn  a  clash  between  Belgium  and  the 
EEC  is  its  rescue  of  bankrupt  com- 
panies—again, not  only  in  developing 
areas  but  throughout  the  country.  The 
Belgian  approach  is  intriguing.  "Sup- 
pose," says  an  official  at  the  Ministry 
of  Economic  Affairs,  "a  company  says 
it  is  in  trouble  because  it  invested  bad- 
ly. We  send  it  along  to  the  National 
Investment  Corp.  [the  equivalent  of 
Britain's  former  IRC]  for  a  loan.  It 
then  comes  back  to  us,  and  we  give 
it  the  interest  subsidy  on  the  loan." 
Simple.  And  if  that  was  insufficient, 
the  government  can  go  further.  In  the 
two  years  to  1970,  the  government 
guaranteed  bank  loans  worth  $20  mil- 
lion to  such  companies,  though  the 
government  says  this  is  no  longer  be- 
ing done,  following  EEC  protests. 

France  is  different.  It,  too,  has  such 
things  as  regional  investment  grants, 
but  they  are  modest— around  $60  mil- 
lion a  year.  It  also  has  an  Industrial 
Development  Institute  (IDI),  mod- 
eled on  Britain's  IRC.  The  govern- 
ment has  spent  $250  million  in  the 
last  three  years  and  plays  an  active 


role  in  merging  French  companies  in 
to  larger,  more  viable  groupings.  Size 
is  something  of  a  French  obsession. 
Aware  that  there  are  few  French 
companies  with  the  weight  to  match 
the  multinationals,  government  aid  to 
business  is  more  protective  than  any- 
thing else.  Frenchmen  are  haunted 
by  the  fear  of  foreign  takeover. 

So  the  policy  is  to  fend  foreigners 
off  while  trying  to  form  big  French- 
owned  companies.  IDI's  function  is 
to  do  the  forming,  while  the  govern- 
ment keeps  out  intruders.  Rarely  will 
it  permit  a  foreign  investor  to  acquire 
more  than  20%  of  a  French  company. 
"We're  not  against  foreign  invest- 
ment," insists  an  official  of  the  Minis- 
try of  Industry,  "but  we  want  inves- 
tors who  will  build  new  factories,  not 
simply  take  over  existing  ones.  For 
this  reason  the  government  was  very 
favorable  to  Motorola  when  it  wanted 
to  build  a  plant  in  Angers." 

Another  motive  for  help  through 
protection  is,  of  course,  France's 
preoccupation  with  agriculture.  Few 
of  France's  marginal  farmers  could  re- 
main on  their  inefficient  farms  without 
the  government's  protecting  arm,  and 
it  is  France,  more  than  any  other  Eu- 
ropean country  today,  that  sticks  to 
the  Common  Agricultural  Policy 
through  thick  and  thin. 

The  other  side  of  France's  pro- 
tectionist coin  is  a  push  to  boost  ex- 
ports and  investment  by  French  com- 
panies abroad.  The  government  is 
building  plenty  of  incentives  at  all 
levels  to  encourage  them.  Like  other 
countries,  exports  are  free  from  the 
value-added  tax,  and  in  France  this 
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How  to  make  it  big 
in  exporting  'without 
an  export  department 

Export  Management  Companies 
can  do  your  exporting  for  you. 
And  a  new  U.S.  Commerce 
Department  booklet  can  tell  you  all 
about  them.  About  how  they 
operate  as  a  company's  entire 
export  department.  About  how 
they  take  the  goods  from  your 
plant,  deliver  them  overseas— 
and  in  the  process,  handle  every 
single  detail.  About  how  they 
make  exporting  as  easy  as  selling 
next  door  by  evaluating  overseas 
markets,  developing  sales,  arrang- 
ing financing  and  insurance, 
handling  shipping  and  documen- 
tations. Send  now  for  "The  EMC" 
by  writing  Mr.  Marinus  van  Gessel, 
Director,  Bureau  of  International 
Commerce,  U.S.  Department  of 
Commerce,  Washington,  D.C.  20230. 
U.S.  Department  of  Commerce 


When  you're  a 
leader  in  banking, 

you  attract  the 
leaders  in  business. 


40%  of  the  Fortune  500  deal 
with  First  National  State  because 
of  our  strategic  position  in  New 
Jersey,  our  personal  attention,  our 
complete  financial  services,  and  our 
resources. 

Credentials:  $1,603,000,000  in 
total  resources.  Capital  accounts  in 
excess  of  $109,000,000.  One  of  the 
highest  legal  lending  limits  in  the 
State. 


First  National  State,  one  of  the 
State's  largest  multi-bank  holding 
companies,  will  assist  you  in  all 
your  banking  and  business  needs  in 
New  Jersey. .  .no  matter  what  your 
size. 

Telephone  (201)  565-3200  for 
any  information  concerning  New 
Jersey  or  write  for  our  1972  Annual 
Report. 


Jtirst  jtationai  $tatc 
incorporation 


550  BROAD  STREET/NEWARK,  N.J.  07102 

Member  Banks:  First  National  State  Bank  of  New  Jersey/First  National  State  Bank  of  Central  Jersey 

First  National  State  Bank  of  North  Jersey/First  National  State  Bank  of  Northwest  Jersey 

First  National  State  Bank  of  Ocean  County/First  National  State  Bank  of  Spring  Lake/The  Edison  Bank,  N.A. 

Somerset  Hills  &  County  National  Bank 

Assets  Over  $1 ,600,000,000. 

Members  FDIC 
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is  a  hefty  33%.  The  government  also 
sees  that  exporters  get  credits  at  2% 
below  the  going  rate.  And  when 
French  companies  invest  abroad,  they 
get  a  big  tax  holiday.  Michelin  is  in- 
vesting $300  million  in  two  U.S.  the 
plants;  one-third  of  that  investment, 
$100  million,  will  be  tax-deductible. 

One  area  in  which  French  exports 
do  very  well  is  in  grains  and  other 
foodstuffs.  For  that,  French  grain 
shippers  have  to  thank  the  govern- 
ment and  its  subsidy,  which  ensure 
that  French  farmers  get  the  same 
price  for  these  exports  as  they  get  for 
their  artificially  high  domestic  sales. 
France's  Common  Market  partners 
chip  in  to  pay  for  that  subsidy. 

Secref  Weapon 

In  backing  business,  France  has  a 
secret  weapon  of  sorts  in  the  shape  of 
a  highly  motivated  civil  service. 
"French  civil  servants  run  the  show," 
candidly  agrees  Dominique  Bouchart 
of  Enterprise  &  Progress  (an  organi- 
zation of  French  business ) .  They 
know  what  they  want,  and  with  a 
highly  centralized  economy  that  dates 
back  to  Napoleon,  they  can  make 
French  business  take  what  they  regard 
as  the  right  course.  The  situation  in 
this  regard  is  not  so  very  different 
from  that  in  Japan.  Talk  to  French  bu- 
reaucrats about  the  precise  powers 
with  which  they  are  armed,  and  they 
become  vague.  The  reason  is  that  they 
are  armed  with  a  whole  series  of 
broadly  defined  powers. 

In  Britain's  more  institutionalized 
incentive  setup,  a  company  knows 
what  it  can  call  on  in  advance.  By 
contrast,  French  companies  do  not. 
In  France  everything  is  negotiable. 
There  may  be  tax  concessions,  there 
could  be  regional  aid.  Each  case  de- 
pends on  its  merits,  and  it  is  the  civil 
servants  who  measure  them.  Takeover 
companies  can  get  their  tax  liabilities 
slashed  from  50%  to  5%,  just  like  that. 
"But  only  when  the  government  ap- 
proves the  deals,"  says  a  Ministry  of 
Industry  civil  servant.  One  means  by 
which  the  government  gets  its  way  is 
through  its  buying  power.  Forty  per- 
cent of  industry  is  state-owned.  "If 
the  government  buys  your  products, 
you  must  do  what  it  wants,"  says  En- 
terprise &  Progress'  Jose  Bidequin. 

In  the  Ministry  of  Finance  there  is 
a  Foreign  Investment  Committee, 
whose  word  is  law.  It  is  the  nearest 
thing  in  Europe  to  Japan's  Ministry 
of  International  Trade  &  Industry.  It 
works  almost  as  well. 

To  what  extent  does  this  kind  of 
government  help  constitute  unfair 
competition  for  U.S.  exporters?  It's 
hard  to  know,  and  even  harder  Id 
prove  if  you  do  know.  But  you  can 
see  what  the  U.S.  is  up  against.   ■ 
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AstroTurf  Is  growing! 

You  just  can't  keep  it  down. 
What  started  as  a  stadium  surface 
has  grown  and  developed  into  a  whole 
line  of  products. 

The  newest  is  automobile  floor  mats. 
A  natural  outgrowth  of  our  highly 
successful  doormat  business. 

Other  green  pastures  for  AstroTurf 
include  our  Hoimd-the-Home'™surfaces5 
now  sprouting  on  patios,  porches,  play- 
grounds, playrooms,  poolside  terraces 
and  other  pleasant  places. 

-    And  our  landscaping  surfaces  are 
looking  good  around  gas  stations,  drive- 
ins  and  on  highway  medians. 
Please  don't  get  us  wrong.  We  like  real  grass  as 
much  as  you  do. 

;  But  the  world's  full  of  places  where  grass  can't  take 
the  place  of  AstroTurf,  a  product  invented,  made  and 
marketed  exclusively  by    MAncgntA 

the  science 
company. 

FOR  MORE  INFORMATION  ABOUT 

MONSANTOS  SYNTHETIC  SURFACES 

WRITE  MA3.  MONSANTO  COMPANY. 

800  N.  LINDBERGH  BLVD 

ST.  LOUIS,  MO  63166 


A  U.S.  Commercial  Attache  Abroad 


"Losing  Where  We  Should  Be  Winning" 

I  his  max  has  the  best  interest  of 
the  U.S.  at  heart.  But  he  knows  that 
it  he  said  for  attribution  what  is  con- 
tained in  this  piece  he  would  be  out 
of  a  job. 

He  is  an  American  commercial  at- 
tache stationed  abroad.  His  job  is 
to  help  U.S.  firms  get  business  abroad 
and  keep  it.  But  these  days  he  feels 
a  sense  of  failure  and  frustration, 
some  of  which  he  blames  on  business- 
men and  some  on  his  employer,  the 
U.S.  Government. 

"What  the  U.S.  Government  ought 
to  do,"  he  snarls  sarcastically,  "is  run 
a  nationwide  education  campaign 
for  U.S.  industry  on  how  to  sell.  You 
can't  run  an  effective  worldwide  sales 
effort  by  mail  from  behind  a  desk 
in  Chicago. 

"Case  in  point,"  he  says,  "one  huge 
U.S.  coiporation  had  an  agent  here 
for  decades,  and  most  of  the  mar- 
ket. That  guy  has  never  had  a  single 
visit  from  anyone  from  the  home  office 
in  the  States,  just  a  how-de-do  every 
two  years  from  a  guy  sitting  behind 
a  desk  in  London.  Given  that  kind 
of  support,  by  now  he  has  lost  a 
third  of  his  market  share. 

"This  agent  complains:  'I  can't  af- 
ford thousands  of  dollars  to  have 
someone  come  over  to  help  me.  The 
corporation  should  send  me  someone.' 
And  all  around  him  this  guy  can  see 
other  agents  get  wealthy  off  Japanese 
products,  German  products  and  any- 
one else  who  brings  good  products, 
good  marketing  and  good  service  into 
the  country." 

Our  attache  claims  a  major  prob- 
lem is  that  U.S.  salesmen  are  pam- 
pered. "We  invented  selling,  sales- 
manship. But  now  everyone  is  a  di- 
rector or  vice  president  of  something. 
When  they  come  over  here  they  want 
a  $50,000  home,  overseas  allowances, 
an  American  school  for  their  kids. 
Then,  and  only  then,  they'll  go  out 
and  make  a  few  calls.  The  Japanese 
come  over  here  without  their  fam- 
ilies, rent  a  house  for  six  of  them, 
and  they're  down  at  the  local  fac- 
tories selling  like  hell  the  next  day." 

Who  Cores? 

He  is  appalled  at  the  attitude  of 
some  U.S.  corporations;  they  couldn't 
seem  to  care  less. 

"It  takes  us  two  or  three  months 
to  get  a  trade  complaint  back  to  the 
point  of  origin  in  the  U.S.,  when 
some  purchaser  here  is  screaming  at 
us.  Generally  the  U.S.  Government 
has  no  authority,  and  the  U.S.  ex- 
porter finally  replies  and  says:  'Look, 


I  did  it.  So  what?'  The  Japanese? 
They  fly  out  men  and  materials  to 
deal  with  complaints  like  that,"  says 
our  attache. 

"Even  the  countries  that  don't  like 
us  want  the  best  we  have.  Because 
it  is  good.  With  the  dollar  devalua- 
tions we  are  even  closer  to  being 
price-competitive . " 

He  believes  that  another  factor 
holding  the  U.S.  back  in  increasing 
its  share  of  the  market  in  many  coun- 
tries is  that  the  man  on  the  spot 
hasn't  got  the  type  of  decision-mak- 
ing authority  he  needs  "whether  he 
is  a  corporate  or  a  government  em- 
ployee." Consequently,  U.S.  salesmen, 
and  occasionally  U.S.  commercial  at- 


taches, can  do  business  only  by  for- 
getting about  the  rule  books  and 
bending  the  rules  a  little. 

"We  heard  around  here  that  a 
nearby  country  was  looking  for  a  fac- 
<  tory,  complete.  By  following  proce- 
dures, I  would  contact  the  Commerce 
Department  in  Washington,  D.C. 
Commerce  would  put  out  a  notifica- 
tion to  U.S.  manufacturers,  and  may- 
be three  months  later  we  would  hear 
something. 

"But  by  the  time  all  that  took 
place,  work  would  long  since  have 
begun  on  the  factory." 

What  he  did,  in  fact,  was  telephone 
around  his  area  until  he  located  a 
U.S.  corporation  with  a  sales  team 
already  in  the  area.  Within  days  it 
was  in  the  client's  capital  city  clos- 
eted with  officials.  "Okay,  maybe  ev- 
ery U.S.  competitor  didn't  get  a 
chance  to  bid,  but  no  American 
would  have  had  a  chance  unless  we 
had  pinned  someone  down  very 
quickly:  The  Germans,  the  British, 
the  Japanese— they  had  their  telexes 
going  like  crazy,  too.  They  wanted 
the  deal.  On  an  interim  basis  the  Brit- 
ish can  even  get  an  answer  back  with- 
in an  hour's  time." 

Our  attache  says  the  U.S.  pays  a 
lot  of  lip  service  to  overseas  selling 
and  servicing.  "But  they  come  through 
here,  chairmen,  presidents  and  vice 
presidents,  sit  where  you  sit,  and  you 
know  from  their  questions  they  just 
don't  understand  the  local  situation." 

Dumping  Ground 

The  trouble  has  been  that  U.S.  cor- 
porations often  just  looked  on  their 
overseas  market  as  easy  disposal  spots 
for  their  surplus  production  runs,  and 
"while  they  had  technological  superi- 
ority, they  could  get  away  with  it. 
Not  anymore." 

Profits  at  home  have  been  too  good 
for  too  long,  says  our  attach.6.  "But 
with  their  markets  shrinking  in  the 
U.S.,  often  because  they  are  being 
outsold  on  their  home  territory,  these 
overseas  sales  are  becoming  very  im- 
portant. Then  they  find  they've  lost 
out  here,  too." 

His  prescription— for  the  U.S.  Gov- 
ernment and  the  U.S.  corporation— is 
straightforward  enough.  "I  want  the 
private  sector  to  remain  private.  But 
for  all  these  other  manufacturing 
countries,  export-or-die  is  a  national 
reality,  and  you  know  what  thai 
means.  Someone  has  to  get  out  then 
and  sell,  and  he  needs  all  the  hark 
up  he  can  get:  from  Government  and 
from  the  head  office."  ■ 
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As  you're  fighting  your  way  tolthe  top 
it  helps  to  have  a  taste  of  what's  up  there. 


OLD 


KER  &  SONS,  LTD, 

JVIARNOCK,  SCOTLAND 


A  FIFTH  PRICES  MAY  VARY  ACCORDING  TO  STATE  AND  LOCAL  TAXES  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY  86.8  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSET,  IMPORT, 
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THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


etailers  save 

5-20%  on  freight 
snd  get  more 
"eliable  service. 


58  New  England  furniture  dealers  appreciate 
Southern  ingenuity— and  savings  by  the  carload. 
They  decided  to  drop  trucking  and  save  15-20% 
by  using  lower-cost  rail.  Pooled -boxcar  loads  leave 
the  South's  furniture  belt  weekly  via  Southern, 
speeding  to  the  dealers'  Nashua,  N.  H.  warehouse. 

Transit  times  are  as  much  as  10  days  shorter. 
Instead  of  the  costly  delays  experienced  with 
trucks,  the  dealers  are  getting  reliable  service.  Add 
that  to  the  big  savings,  and  you  can  see  why  their 
use  of  rail  lias  increased  substantially  each  year. 

Pooling  gets  a  bright  green  light  from 
Southern.  Because  it  helps  shippers  squeeze  waste 
out  of  distribution. 

Southern  Railway  System,  Washington,  D.C. 


When  you  go  multinational, 

so  do  your  problems. 

Royal-Orion  financing  is  a  global  solution. 


Royal-Orion?  It's  a  combination  of 
banking  know-how,  financial  expertise 
f  and  that  very  vital  know-who  that 
transcends  national  boundaries.  First, 
^  it's  The  Royal  Bank  of  Canada,  one 

of  the  world's  largest  commercial  banks,  with  branches, 
representative  offices,  affiliates  and  subsidiaries 
around  the  world.  Second,  it's  our  partnership  in  the 
London-based  Orion  Banking  Group,  with  five 
of  the  world's  largest  banks,  formed  to  extend  our  range 


of  financial  services,  including  long-term  loans  and 
international  bond  and  equity  issues.  A  call  to  the  Royal, 
anywhere  in  the  world,  puts  all  of  these  combined 
resources  at  your  service. 
So  call  us.  See  how  helpful  we  can  be. 

THE  ROYAL  BANK  OF  CANADA 

New  York  Agency.  68  William  St.,  NY.  10005 

San  Francisco  Agency,  560  California  St..  Cal  94104 

Representative  offices  in  Chicago.  Dallas,  Los  Angeles. 

Head  Office,  Place  Ville  Marie,  Montreal. 

Toronto.  20  King  Street  West. 

Over  1400  offices  in  Canada  and  around  the  world. 


Argentina  •  Australia  •  Bahamas  •  Belgium  •  Brazil  •  British  Honduras  •  Cayman  •  Colombia  •  Dominican  Republic  •  Eastern  Caribbean  •  France  •  I  rani  h  \Nn\ 
Germany  •  Great  Britain  •  Guyana  •  Haiti  •  Hong  Kong  •  Jamaica  •  Japan  •  Lebanon  •  Puerto  Rico  •  Trinidad  &  Tobago  •  United  States  •  Venezuela  •  Vim 


Bourbon  and  the  Balance  of  Payments 


Why  is  bourbon  whiskey  bad  for  French  livers,  and  $12  a 

fifth  in  Japan?  If  you  can  answer  these  questions,  you  will  have  an  inkling 

of  why  U.S.  exports  have  a  hard  time  in  many  markets. 


If  Americans  drink  French  cham- 
pagne, Italian  chianti,  Russian  vodka, 
Scotch,  Irish  whisky,  Jamaican  rum, 
Canadian  blends,  German  beer,  Jap- 
anese saki,  why  doesn't  the  rest  of  the 
world  drink  more  American  bourbon? 
Scotch  whisky,  after  all,  is  one  of 
Britain's  biggest  dollar  earners. 

Bourbon— mountain  dew,  white 
lightning,  fire  water.  If  the  French 
can  sell  "Napoleon"  brandy  (what- 
ever that  is)  here  for  $26  a  bottle, 
why  can't  we  sell  them  "Daniel 
Boone"  bourbon? 

The  sad  fact  is  that  the  U.S.  stag- 
gers under  a  $723.4-million  trade 
deficit  in  distilled  alcohol  alone.  That 
amounts  to  10.6%  of  the  entire  $6.8- 
billion  U.S.  trade  deficit.  Americans 
drink  more  Scotch  than  the  British— 50 
million  gallons  last  year  vs.  the  U.K.'s 
13  million,  almost  as  much  cognac  as 
the  French,  and  hardly  anybody  out 
there  will  even  try  our  bourbon. 
Last  year  the  U.S.  sent  a  mere  4  mil- 
lion gallons  of  bourbon  abroad. 

Why  doesn't  the  rest  of  the  world 
want  our  bourbon?  It  has  'all  the  in- 
gredients for  a  five-star  export.  Bour- 
bon is  a  distinctively  native  drink 
steeped  in  the  history  of  a  vigorous 
land.  Its  taste  is  so  unique  that  Ca- 
nadian distilleries  buy  over  1  million 
gallons  a  year  just  to  flavor  their 
blended  whiskies.  Bourbon  is  aged  in 
charred  white-oak  barrels  that  can  be  * 
used  only  once  for  bourbon,  but  are 
then  sold  to  Scottish  and  Canadian 
distilleries  for  aging  their  whiskies. 

Alas,  bourbon  is  no  big  status  sym- 
bol. One  reason  is  lack  of  promo- 
tion. "I've  never  seen  a  British  diplo- 
mat drink  any  whisky  but  Scotch," 
says  Jeff  Kennedy,  president  of  Schen- 
ley  International,  "but  I've  seen  many 
American  diplomats  take  Scotch  in- 
stead of  bourbon." 

"The  British  have  had  Scotch  right 
at  the  top  of  their  priority  lists  for 
trade  negotiations  for  a  long  time," 
says  Mel  Peterson,  vice  president  of 
James  Beam  Distilling  Co.,  Interna- 
tional division.  "Look  at  the  deal  they 
got  on  U.S.  tariffs  in  the  GATT  trea- 
ties." Before  the  Kennedy  Round  of 
the  General  Agreement  on  Tariffs  & 
Trade,  which  began  in  1964  and  was 
concluded  in  1967,  Scotch  was 
charged  $1.02  per  gallon  landed  on 
U.S.  shores.  Since  the  Kennedy  Round, 
the  tariff  has  dropped  to  51  cents 
per  gallon.  An  additional  big  help 
lor    Scotch-Britannia-Rules-the-Waves 


Up. 
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Department:  Until  a  few  years  ago 
British  freighters,  still  the  all-confer- 
ence champs  in  Atlantic  shipping 
lanes,  charged  twice  as  much  per  case 
to  ship  bourbon  to  England  as  they 
charged  to  bring  Scotch  to  the  U.S. 

But  most  bourbon  men  concede  to 
Scotch  its  head  start.  Prohibition, 
World  War  II,  the  four-year  aging 
needed— all  these  held  bourbon  back. 
To  conserve  alcohol  for  wartime  use, 
most  of  the  bourbon  industry  was  shut 
down    in    the    U.S.    until    1945.    "But 


The  Spirit  And  Daniel  Webster. 

After  bourbon  makers  improved  their 
whiskey  by  using  charred  white-oak 
barrels,  Daniel  Webster  and  hundreds 
of  thousands  of  other  Americans  became 
loyal  customers.  It  was  said  that 
bourbon  was  on  Webster's  breath 
during  his  best  moments  in  Congress. 
Surely  he  had  a  few  too  many  of  his 
favorite  drink  when  he  offered  to 
pay  the  national  debt. 
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Too  Good?  Americans  drank  rye,  rum 
and  gin  until  1789,  when  Elijah  Craig 
made  his  first  batch  of  corn  grain  whiskey 
in  Bourbon  County,  Kentucky.  From  then 
on  bourbon's  popularity  grew  with  the 
opening  of  the  American  West.  Gold  dust- 
ers, cowboys,  Civil   War  generals   were 


the  Scotch  distilleries  didn't  shut 
down,"  says  retired  Vice  Admiral  Wil- 
liam J.  Marshall,  president  of  the 
Bourbon  Institute.  "Britain  shipped 
whiskey  in  here  throughout  the  war." 
So  did  the  Canadians. 

Not  until  the  late  Fifties  was 
enough  straight  bourbon  being  sold 
that  the  industry  started  looking  se- 
riously abroad  for  the  first  time. 


Very  quickly,  American  bourbon 
men  found  that  having  enough  bour- 
bon to  export  wasn't  the  same  as 
having  somebody  to  export  it  to.  Nor 
was  Scotch  the  only  obstacle.  Wild 
and  diverse  foreign  trade  barriers 
waited  in  ambush  for  bourbon  whis- 
key at  nearly  every  national  bound- 
ary. Some  tariffs  priced  bourbon  right 
out  of  the  market. 


Take  Japan.  "First  they  put  on  the 
35%  GATT  duty,"  says  Schenley  In- 
ternational's Jeff  Kennedy,  "then  they 
added  that  to  your  landed  costs  [ste- 
vedoring, freight,  insurance,  etc.].  If 
the  total  exceeded  something  like  $16 
per  bottle,  they  slapped  on  another 
220%  special  duty.  Below  $16  they 
took  another  150%.  We  were  asking 
the  Japanese  to  pay  the  equivalent  of 
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enthusiastic  consumers.  Reportedly,  Gen- 
eral Ulysses  S.  Grant  lubricated  his  high- 
ly successful  strategy  and  tactics  with 
liberal  amounts  of  it.  But  Carry  Nation 
(right)  asserted  another  side  of  the 
American  character.  With  ax  and  Bible, 
she  broke  up  saloons  on  Saturday  night. 


$20  for  a  single  bottle  of  bourbon." 
Then  there  are  the  nontariff  barri- 
ers. "The  French  have  this  ban  on 
advertising  beverages  distilled  from 
fermented  grain,"  says  Admiral  Mar- 
shall. "Now  you  know  what  that's 
for."  The  French  claim,  and  their 
government  agencies  have  written  ex- 
tensively on  the  point,  that  the  ban 
protects     the     Frenchman's     health. 


Wine,  they  say,  is  healthful  since  it 
is  taken  with  meals.  Cognac?  A  di- 
gestif—for  after  dinner— also  health- 
ful. But  whiskey?  That's  the  stuff  peo- 
ple get  drunk  on  while  they  are  wait- 
ing for  the  duck  a  I 'orange— not  only 
bad  for  the  health,  but  it  puts  the 
chef  in  an  evil  temper. 

Marshall  gets  fire  in  his  eyes  when 
he  thinks  about  the  Mexican  govern- 


ment allowing  around  1  million  gallons 
of  Scotch  into  Mexico  last  year  while 
shipping  1.7  million  gallons  of  tequila, 
aquavit  and  arrack  to  the  U.S.,  and 
not  even  answering  his  queries  about 
why  we  can't  get  more  than  24,000 
gallons  of  bourbon  into  Mexico. 
"Dammit,"  snaps  Marshall,  "I  know 
we  could  sell  300,000  gallons  of 
bourbon    down   there    the    first   year 
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i/ictor's  1900/Titans  are  tough  on  the  job. 
And  easy  on  your  budget. 


ystems  experts  will  tell  you,  "Building 
>w-cost,  high-capacity  calculators  isn't 
)o  tough.  But  making  them  reliable  is." 
nd  the  roughest  workloads  haven't 
ven  fazed  our  12-digit  Titan's  hard- 
orking  features.  Sequential  arithmetic. 
(uick  net  amounts.  Four  functions, 
n  optional  accumulating  memory. 
,nd  four  automatics— constants, 
unctuation,  decimal  with  round-off, 
nd  percentages. 

hese  capabilities  are  just  the 
eginning  of  our  new  1 6-digit  models, 
lere  you  get  two  accumulating  memory 
agisters,  a  Flexi-Mode  switch  for 
igh-speed  addition  and  subtraction 
f  dollars  and  cents,  an  item-counter 


and  optional  square  root  and  sign- 
changing  capabilities. 

What's  more,  each  1900/Titan  gives  you 
the  benefits  of  the  Victor  Difference. 
Like  the  largest,  most-thorough  sales 
and  service  force  in  the  industry,  a 
training  program  for  your  personnel, 
and  a  truly  complete  line  of  electronic 
calculators— display  models,  printers, 
scientific  and  personal-sized  models. 
All  made  in  America  by  America's 
foremost  producer  of  desk-top 
figuring  machines  since  1918. 

For  information  about  any  of  our 
reliable  units— simply  call  your  nearby 
Victor  representative,  or  mail  in  this 
coupon  today. 


'     Victor  Comptometer  Corporation 
Business  Machines  Division 
3900  North  Rockwell  Street 
Chicago,  Illinois  60618 

Please  send  me  full  details  about 
your  New  1900/Titan. 


Name 


Firm 


Address 


City  State 

BVICTOR 

Ei  e;r*'ramiviir"> 

bUewTHOIMIC 

CALCULATORS 

Chicago,  Illinois.  Also:  Cambridge,  Ontario, 
Canada  and  Zurich,  Switzerland. 


Zip 


Busting  The  Bootleggers.  Despite  the  best  efforts  of 
the  police,  Prohibition  was  unable  to  stop  Americans 
from  drinking  whiskey.  The  dry  law  did,  however,  make 
it    harder   for    them    to    drink   real    bourbon.    Cheaper, 


easier  to  make  blends,  some  smuggled  into  the  U.S., 
gained  favor.  Most  of  the  bourbon  made  for  the  next  ten 
years  after  Repeal  went  into  blended  whiskeys.  Straight 
bourbon    didn't   regain    its   popularity   until  the    1 950s. 


that  they'll  just  let  us  send  it  in." 
With  the  international  trade  picture 
changing  so  rapidly,  is  there  light  at 
the  end  of  bourbon's  tunnel?  Well, 
those  backbreaking  special  Japanese 
tariffs  have  been  radically  lowered. 
Now  a  bottle  of  bourbon  in  Japan 
costs  "only"  about  $12— thanks  to  de- 
valuation and  some  arm  twisting  by 
Washington.  Why  is  it  still  so  high? 
Some  Japanese  distributors,  the  only 
people  who  can  lead  the  innocent 
Westerner  through  the  winding  pas- 
sageways to  the  Japanese  market- 
place, have  so  far  been  hesitant  to 
pass  the  benefits  of  devaluation  on  to 
the  customer  in  the  form  of  lower 
prices.  So  have  many  German  agents. 
By   far,   bourbon's   best    market   in 


Europe  is  West  Germany,  where  1.5 
million  gallons  were  sold  last  year, 
and  where  20%  more  are  expected  to 
be  sold  in  1973.  Says  Mel  Peterson  of 
James  Beam  Distilling  Corp.,  whose 
Jim  Beam  straight  bourbon  is  the  top 
seller  both  in  the  U.S.  and  abroad: 
"We've  gone  after  youth  overseas,  and 
judging  by  our  growth  rates,  I  think 
we  did  the  right  thing."  But  in  Ger- 
many the  question  is:  whose  youth? 
With  221,000  American  servicemen 
stationed  there,  off-base  sales  of 
bourbon  to  Americans  may  account 
for  a  big  part  of  that  growth. 

What  would  the  bourbon  men  like 
to  see  Washington  do?  "I'll  make  it 
easy  on  them,"  says  Schenley's  Ken- 
nedy. "Just  get  us  as  good  a  deal  in 


some  of  those  countries  as  Scotch  has. 
We're  not  afraid  to  compete  with 
Scotch,  as  long  as  we  can  compete 
at  the  same  price." 

But  even  Kennedy  knows  there  are 
holes  in  his  argument.  Bourbon  is  a 
more  expensive  drink  to  make,  and, 
as  we  have  seen,  the  rules  defining  it 
are  tougher  than  those  for  Scotch. 

Oh  well.  All  is  not  dark.  Bourbon 
sales  overseas  were  up  12.9%  last  yen 
and  they  are  expected  to  go  up  an 
other  15%  in  1973.  Even  so,  the  $21.4 
million  in  foreign  exchange  it  earns  is 
only   a   drop   in   the   bucket.    In    mi 
crocosm,  the  problems  of  bourbon  .m 
the    problems    of    any    U.S.    product 
that    must    compete     with     products 
made  in  other  countries.  ■ 
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Hertz  #1  Club. 
It's  the  biggest  little  thing  we 


•  • 


Over  the  years  we've 
done  a  lot  of  little  things 
to  make  renting  cars 
more  pleasant. 

We  call  them  "little" 
things,  because  none  of 
them  have  ever  changed 
our  lives,  or  anybody 
else's. 

But  recently  we  had 
an  idea  that  we  feel  was 
more  ambitious  than 
any  idea  anyone  in  the 
rent  a  car  business  has 
ever  had. 

We  decided  to  cut 
through  all  the  nonsense 
you  ordinarily  have  to 
put  up  with  when  you 
come  to  a  rent  a  car  coun- 
ter. All  the  questions.  All 
the  filling  out  of  forms. 

We  call  our  idea  Hertz 
Number  One  Club,  and 
here's  the  way  it  works. 

Apply  for  a  free  mem- 
bership card  at  any 
Hertz  counter  or  call 
toll-free  800-654-3131. 

Then,  when  you  call 
to  reserve  a  quiet  Ford 
or  other  car  from  us, 
anywhere  in  the  country, 
just  say  you're  a  member 
of  the  Number  One  Club, 
and  your  rental  form  will 
be  filled  out  and  waiting. 

So  all  you'll  have  to  do 
when  you  get  to  the 
counter  is  show  your 
license  and  charge  card, 
sign  your  name,  and  go. 

Join  Hertz  Number 
One  Club.  \t  won't 
change  your  life,  but  it 
will  change  that  part 
of  it  you've  spent  wait- 
ing around  rent 
a  car  counters. 


ritf 


After  you've  called 
to  reserve  a  car,  just  show  your 
license  and  charge  card. 


OMEBTZ  SvSTCM,  INC..  19?3 


Hertz  #1 
It's  the  little  things 
that  make  us  big. 
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Indianapolis... 
city  with  talent 


We're  a  city  filled  with  talent.  Our  most  valuable 
resource  is  the  skill  of  our  men  and  women  in  all  walks  of  life. 
Every  trade,  science,  and  profession,  from  medicine  to 
manufacturing,  boasts  talented,  dedicated  workers.  They 
explore,  experiment  and  create  .  .  .  contributing  to  progress 
in  commerce,  education  and  industry  ...  in  Indianapolis. 

City  full  of  opportunity.  With  almost  1200  industries 
located  in  and  around  Indianapolis,  it's  no  surprise  we  boast 
one  of  the  brightest  employment  pictures  in  the  country. 
Salaries  and  wages  are  reasonable  and  the  fields  of  opportunities 
are  endless. 

Get  the  facts  on  Indianapolis.  Write  John  Hardy,  Area 
Development  Director,  Department  236,  Indianapolis  Power  and 
Light  Company,  25  Monument  Circle,  Indianapolis,  Indiana 
46204.  He  can  help  you  in  the  areas  of  marketing  and  answer 
your  questions  about  plant  construction  on  the 
over  10,000  acres  of  available  plant  sites.  INDIANAPOLIS 

Write  today  for  the  fact-filled  brochure,  POWER  Q, 

lightOl 


When  Half  a  Loaf 
Is  No  Loaf  at  All 

Foreign  governments  give  tax 
breaks  to  encourage  exports.  Why 
shouldn't  the  U.S.?  Why  indeed?  The 
Nixon  Administration  set  about  doing 
something  about  it.  It  got  a  law- 
through  Congress. 

The  law  created  something  called 
the  domestic  international  sales  cor- 
poration. A  DISC  is  a  corporate  form 
designed  to  encourage  companies  to 
produce  at  home  for  sale  abroad- 
bucking  the  recent  trend  toward  pro- 
ducing abroad  for  sale  abroad. 

A  DISC  is  basically  a  means  of 
tax  deferral.  And  that  is  its  problem. 

It  provides  that  a  company  can  sell 
products  to  its  DISC  subsidiary  at 
cost.  The  full  profit,  therefore,  goes  to 
the  DISC.  The  original  idea  was  that 
the  DISC  would  pay  no  taxes  until 
such  time  as  the  profits  were  remitted. 
That  way  the  company  could  pile  up 
profits  indefinitely  and  use  them  to 
finance  overseas  exports. 


Data  On  Indianapolis. 
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Congress  wouldn't  go  along  with  a 
100%  tax  deferral.  However  commend- 
able DISC's  goal,  it  sounded  too 
much  like  another  tax  loophole— and 
everybody  knows  how  popular  loop- 
holes are  these  days. 

The  result  was  a  compromise.  The 
tax  deferral  was  cut  to  50%.  Like  a 
good  many  compromises,  this  one  may 
well  have  been  fatal.  The  DISC  law 
has  been  in  effect  for  more  than  a 
year  now.  Not  all  the  data  are  in,  but 
what  there  is  suggests  that  the  bene- 
fit has  gone  mainly  to  large  compa- 
nies that  were  already  exporting. 
When  the  report  comes,  a  Treasury 
technician  confides,  "It  won't  In-  all 
that  encouraging.  It  may  all  turn  oul 
to  be  just  an  accounting  juggle.'"  It 
may  cost  more  than  it  produc  <  v 

In  short,  half  a  loaf  may  turn  out 
to  be  no  loaf  at  all.  Why?  Tax  deferrals 
of  this  magnitude  have  proved  potent 
subsidies  for  domestic  purposes- w  it 
ness  the  investment  tax  credit  \<> 
body  yet  knows  why  DISC  isn't  pro- 
ducing, but  the  guess  is:  Small*  i 
companies,  which  the  law  meant  to 
encourage,  will  need  more  than  partial 
tax  credits  to  persuade  them  to  jump 
into  the  cold  water.  ■ 
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Right  now,  there's  something  new  for  you  from 
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AM's  new  product  lines  are  tailored  by  market. 
New  Products  in  1973  include  new  photocomposi- 
tion and  offset  equipment  for  (1)  Graphic  Arts  and 
Reproduction,  also  a  "MINI-COPY"  center.  For  the 
(2)  Front  Office,  new  plain-paper  copying  equipment, 
and  a  table  top  offset,  and  a  microfilm  duplicator.  For 
the  (3)  Addressing  and  Mailing  area:  folders  and 
inserters.  For  the  (4)  Engineering  area  new  micro- 
graphic  duplicator  equipment  and  new  diazo  copiers. 
Also,  two  AM  "Firsts" — the  new  Documentor  for 
(5)  Management  Information-Control  and  AMCAT-I 
for  (6)  Communications  in  data  transactions. 

Keep  your  eye  on  AM  .  .  .  there'll  be  more  to  come! 


ADDRESSOGRAPH  MULTIGRAPH 

For  the  finest  in  business  machines. 
20600  CHAGRIN  BOULEVARD, CLEVELAND  OHIO  44122 


The  Money  Men 

Stock  Market 

Tour 

of  the  World 

The  U.S.  public  is  not  only  disen- 
chanted with  the  stock  market;  many 
people  are  downright  bored  by  it.  Not 
so  elsewhere  around  the  globe.  In 
Hong  Kong  stocks  doubled,  quadru- 
pled and  even  quintupled  in  the  past 
12  months,  then  crashed.  In  Tokyo 
the  Japanese  version  of  the  Dow 
Jones  average  has  gone  up  100%  in 
the  past  two  years.  Copenhagen's 
market  has  had  a  fling.  In  Italy  the 
stock  markets  are  even  more  queasy 
than  they  are  in  the  U.S. 

Why  aren't  Americans  sharing  more 
in  the  excitement  overseas?  Largely 
because  of  the  interest  equalization 
tax,  which  was  intended  to  stem  the 
outflow  of  U.S.  dollars  into  high-yield- 
ing and  sexy  foreign  securities  by 
making  them  more  costly. 

The  interest  equalization  tax  is  sup- 
posed to  be  on  the  way  out.  Richard 
Nixon  has  pledged  Congress  that  he 
will  not  ask  for  its  extension  beyond 
June  1974.  After  that  the  whole  world 
may  be  the  American  investor's  oyster. 
So  Forbes  asked  Richard  Hobbs, 
group  trust  manager  of  Save  &  Pros- 
per, Rritain's  biggest  (assets:  $1.8 
billion )  mutual  fund  group,  for  a  short 
guide  to  the  worlds'  stock  markets. 
He  made  them  sound  exciting— but 
also  tricky. 

Hobbs  pointed  out  that  some  U.S. 
brokers,  like  Merrill  Lynch,  W.E. 
Hutton,  Bache  &  Co.  and  Model 
Roland,  have  offices  in  major  foreign 
cities.  However,  in  buying  foreign 
shares,  double  commissions  are  often 
involved.  The  U.S.  broker  charges  his, 
and  the  local  stockbroker  selling  to 
that  U.S.  broker  charges  one,  too. 

Then  there  are  tax  problems.  Says 
Hobbs:  "A  U.S.  investor  might  be 
taxed,  say,  capital  gains  or  corpora- 
tion tax  in  the  country  where  he  in- 
vests, and  yet  get  no  relief  back 
home  for  having  already  paid.  The 
British  government  charges  British 
mutual  funds  a  15%  capital  gains  tax 
at  source,  and  British  investors  can 
be  credited  for  this  when  they  fill  in 
their  personal  return.  A  U.S.  investor 
would  not  get  this  credit— the  double- 
taxation  arrangements  between  Brit- 
ain and  the  U.S.  are  in  a  state  of  flux 
at  the  moment." 

Some  countries  won't  let  you  take 
your  money  out.  Buying  South  Afri- 
can  stocks   on   the   Johannesburg   ex- 
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Q    NEWYORK-Blah 

Q   TORONTO— Dowdy 

Q    DUBLIN-ln  Clover 

Q   LONDON— Finance  Stocks 
Look  Good 

Q   STOCKHOLM— Some  Big  Ones 

Q   COPENHAGEN-Nice  Little  Boom 


A  STOCK  MARKET  TOUR  OF  THE  WORLD 


Q  BONN-Solid  and  Stolid 


0  AMSTERDAM-Links  with  the 
Far  East 

Q  BRUSSELS— Going  Strong 

©  PARIS— Socialist  Jitters 

©  ZURICH-Being  Swiss  Helps 

©  ROM  E-A  Mess 


©   MADRID-Francols80 

©   LAGOS— Embryonic 

©   JOHANNESBURG-Tricky 

©    BEIRUT-SheikhsatPlay 

©   TEL  AVIV-Hot  Market  Cooling 

©  CALCUTTA-Bull  Market 

©   SINGAPORE-Tiger  Balm  Is  Hot 


©  MANILA— Coming  Back 

©  HONG  KONG-Hold  Your  Hats! 

©  TOKYO-How  High  Is  Up? 

©  SYDNEY-Wild  and  Woolly 

©  RIO  DE  JANEIRO-The  Generals 
Are  Investors 

©  MEXICO  CITY-Mucho  Promise 


ONLY  ONE 

AIR  FORWARDER 

CAN  DELIVER  YOUR 
PRODUCTS  ANYWHERE 

IN  THE  WORLD. 

FROM  ANYWHERE 
IN  THE  U.S. 


What's  the  catch? 

The  "catch",  the  only  way  we  can 
make  such  a  bold  statement,  is 
REA  Express.  And  that's  some- 
thing no  other  forwarder,  domes- 
tic or  international,  has.  With  this 
one  unique  difference,  REA/ 
ExpressCo  can  offer  the  widest 
domestic  coverage  of  any  single 
shipping  service.  Specifically,  522 
airport  cities  serving  22,000  com- 
munities in  the  U.S.,  Puerto  Rico 
and  Canada.  So  much  for  backing 
up  our  bold,  but  very  true,  state- 
ment. 

Wherever  you  are, 
we  are. 

REA  Express  is  like  a  perpetual 
motion  shipping  machine  cover- 
ing a  road  network  of  over  490,000 
miles  with  more  than  8,000  trucks. 
Big  numbers  that  boil  down 
to  the  simple  fact  that 
when  you  have  an  over- 
seas shipment  ready, 


no  matter  where 
your  plant  or  ware- 
house happens 
to  be,  one  call  to 
REA/ExpressCo 
is  all  you  need  to 
set  the  wheels 
in  motion  to 
the  near- 
est air- 
port. 


The  fallacy  of  the 
ordinary  air  forwarder, 
or,  who's  in  charge  here? 

Fact  is,  there  are  any  number  of 
air  forwarders  who  can  get  your 
goods  overseas.  Eventually.  How 
they  do  it  is  another  matter  en- 
tirely. None  serve  as  many  loca- 
tions as  REA/ExpressCo.  Many 
don't  even  have  trucks.  So  you 
can  fully  expect  your  shipment  to 
pass  through  many  hands  and 
much  paperwork  before  it  ever 
gets  to  an  airport  or  even  on  an 
airplane.  With  REA/ExpressCo, 
your  shipment  is  in  the  hands  of 
one  carrier,  all  the  way  to  destina- 
tion. Whether  that  be  Tokyo  or 
Tangiers. 

At  REA/ExpressCo, 
we  hate  paperwork 
as  much  as  you  do. 

So  we  did  something  about  it.  Be- 
cause we  handle  your  shipment 


every  step  of  the  way,  you  only 
have  to  deal  with  one  simple  piece 
of  paper.  The  REA/ExpressCo 
Shipper's  Letter  of  Instructions. 
Just  fill  it  out,  and  forget  the  red 
tape. 


0*>nver 


Vin  Jose       *l 


Dallas  **-      Tarrytown        ^ 


Tacoma 


Wherever  you  go,  we  go. 
Faster. 

From  gateway  cities,  the  next  day 
to  Europe,  second  day  to  the  Far 
East.  And,  with  AIR  EXPRESS,  to 
gateway  cities  within  a  day  from 
any  of  522  airport  cities  in  the  U.S. 


We've  got  you  coming 
and  going,  simply,  safely. 

If  you  export,  chances  are  you  im- 
port. And  REA/ExpressCo  has  ex- 
clusive agents  spotted  all  over  the 
globe  to  get  your  shipments  to 
their  ultimate  destinations  in  for- 
eign countries,  or  help  speed  your 
imports  to  the  U.S.  So  your  ship- 
ments don't  get  stalled  at  cus- 
toms, we  maintain  the  largest 
customs  brokerage  network  in  the 
U.S.  and  Canada.  And,  for  peace 
of  mind,  yours  and  ours,  all  REA/ 
ExpressCo  trucks,  service  centers 
and  personnel  are  fully  bonded. 

Where  in  the  world 
is  your  shipment  now? 

TEAM,  the  REA/ExpressCo  com- 
puter monitoring  system  can 
tell  you,  within  minutes. 
Because,  all  the 
way  from  your 
plant  to 
consignee, 
TEAM  is  con- 
stantly updated 
so  no  matter  what 
the  route  or  schedule, 
we  know  where  your  ship- 
ment is.  All  the  time. 

Call  your  local 
REA/ ExpressCo 
representative  today. 
His  price  is  right. 

We  offer  more  services,  but  you 
don't  pay  more,  as  a  look  at  the 
typical  competitive  rates  show. 


Vbungstow 


For  specific  commodity  infor- 
mation, just  call  your  REA/ 
ExpressCo  agent  listed  under 
REA  Express  in  the  white  pages 
of  your  phone  book. 

TYPICAL  COMPETITIVE  RATES  TO 
INTERNATIONAL  DESTINATIONS 

(EFF.  4/73) 

MINIMUM  CHARGES 


FROM 


TO 


Express- 
Co 


For- 
warder 
"A" 


For- 
warder 
•<B" 


Chicago  Madrid  $17.00 

Detroit  Frankfurt  15.00 

Seattle  Tokyo  9.00 

Denver  Rome  17.00 


$18.00  $24.00 

16.00  15.00 

10.00  9.00 

18.00  17.00 


50  LB.  GENERAL  COMMODITY  RATE 


Dayton        Hamburg  $74.00 

Charlotte     Milan  73.00 

LA/SFO      Tokyo  81.00 

Cincinnati  Tokyo  93.00 


$76.00  $74.00 

75.50  73.50 

92.00  81.50 

99.50  93.50 


250  LB.  GENERAL  COMMODITY  RATE 

NY  Frankfurt  $180.00  $182.50  $182.50 

NY  London  172.50     175.00     175.00 

NY  Paris  177.50     180.00     180.00 

NY  Brussels  180.00     180.00     180.00 


For  more  information  and  a 
sample  ExpressCo  Shipper's  Let- 
ter of  Instructions,  write:  The  Ex- 
press Company,  Inc.,  Affiliate  of 
REA  Express,  Inc.,  International 
Headquarters,  219  East  42nd 
Street,  New  York,  N.Y.  10017. 


Y  ExpressCo^ 

|   Affiliate  of                       Mg 

1  REA  EXPRESS^ 

Gall  REA/EXPRESSCO 

Your  local  international 
air  forwarding  service. 


The  Money  Men 


change  would  be  unwise,  because 
you  could  not  get  your  rands  out  of 
the  country.  So  the  trick  is  to  buy 
South  African  stocks  listed  on  the 
London  and  other  European  ex- 
changes where  currency  regulations 
are  easier. 

Any  investor  in  foreign  stocks  has 
to  watch  changes  in  currency  parities 
if  he  is  investing  outside  his  native 
land.  Japan  has  been  a  healthy  place 
to  invest,  not  just  because  of  its 
growth,  but  because  the  yen  has  ap- 
preciated into  some  nice  currency 
profits,  too.  But  don't  forget  currency 
revaluation  can  work  the  other  way. 

Still,  many  parts  of  the  world  of- 
fer very  attractive  investments : 

United  Kingdom:  There  is  no  such 
thing  as  a  growth  stock  with  a  mul- 
tiple of  70  or  90  just  growing  and 
growing  year  after  year.  More  typical 
are  United  Biscuits  (P/E  11),  Wool- 
worth  (11.8),  Imperial  Chemical  In- 
dustries (14),  Vickers  (12.8).  Mar- 
ket capitalization  of  even  major  Brit- 
ish corporations  is  small:  The  biggest 
bank,  Barclays,  with  $17-billion  as- 
sets, has  a  market  capi- 
talization of  around  $1.7  bil- 
lion—tiny by  U.S.  standards, 
where  a  dooi-to-door  seller 
of  cosmetics  has  $6  billion  in 
market  value.  On  the  plus 
side,  Britain  offers  the  sec- 
ond-best disclosure  after  the 
U.S.  and  good  values  in  fi- 
nancial shares.  But  the  pound 
is  weak,  and  there  is  little 
long-term  life  in  the  economy. 

France:  When  Frenchmen 
see  outsiders  buying  on  their 
Paris  bourse,  they  start  buy- 
ing, too.  But  if  the  relatively 
narrow  Continental  Euro- 
pean markets  like  Paris  are 
exposed  to  heavy  U.K.  insti- 
tutional buying  due  to  relax- 
ation of  British  investment 
controls,  Paris  will  be  an 
ever  livelier  market.  Much 
cross-holding  of  company 
shares,  many  companies  very 
tightly  held.  The  French  are 
still  changing  their  buying 
habits,  and  retailing  looks 
promising  for  a  growth  econ- 
omy. With  every  future  elec- 
tion the  fear  of  the  Socialists 
taking  over  will  make  the 
market  uneasy  for  a  few 
months.  French  economy 
growing  very  smartly,  but 
troubled  with  inflation  and 
the  likelihood  of  tougher  an- 
ti-inflation legislation.  Among 
actively    traded    stocks     are 


Jacques  Borel  (catering),  Club  Med- 
iterranee  and  Michelin. 

Germany:  Tremendous  speculative 
pressure  on  the  deutsche  mark.  The 
government  has  been  making  it  diffi- 
cult for  nonresidents  to  buy  German 
equities,  but  that  is  easing.  You  have 
to  get  into  a  quota  system  if  you 
want  to  buy,  and  if  you  want  to  make 
money  in  Germany  on  the  stock  mar- 
ket, be  prepared  to  trade  actively. 
Otherwise,  buy  bank  shares.  Leading 
banks  stockmarketwise  are  Industrie- 
kreditbank,  Frankfurter  Hypotheken 
Bank  and  Kundenkreditbank. 

Italy:  Poor  disclosure,  a  very  nar- 
row market;  in  many  ways  an  insid- 
ers' market.  The  economy  and  the  lira 
both  have  question  marks  over  them. 
The  country  is  still  bedeviled  by 
strikes  and  unrest.  Of  late  the  more 
glamorous  industrial  stocks  have  been 
picking  up,  along  with  property  and 
financial  shares.  Italy  cannot  be  rated 
more  than  a  speculative  investment. 
Upwardly  active  stocks  in  the  last 
few  weeks  have  been  Montedison, 
Montefibre  and  Snia  Viscosa. 


Playing  the  World's  Bourses 

Clearly,  there  was  a  wide  range  between  the  U.K. 

and  Singapore— not  to  mention 

unbelievable  differences  in  their  price/earnings 

ratios.  The  percentage  changes  below 

are  for  the  12  months  ended  Dec.  29, 1972. 

All  figures  have  been  adjusted  for 

currency  changes  against  the  U.S.  dollar. 


Average 

Market  Capi- 

Price 

talization" 

Market 

Earnings 

Average 

(billions  of 

Market                Rise 

Ratio 

Yield 

dollars) 

Singapore            207.9% 

54.7 

10% 

$      9 

Denmark              102.6 

12.1 

3.5 

3 

Japan                  121.2 

26.4 

1.7 

170 

Australia                17.8 

20.8 

2.7 

26 

Italy                      11.5 

N.A. 

2.7 

17 

U.S.A.                    14.3 

19.2 

2.7 

817 

Austria                  32.9 

20.6 

3.2 

1 

U.K.                         0.6 

18.6 

3.3 

121 

Spain                    37.1 

N.A. 

2.8 

29 

Canada                 23.1 

17.6 

2.9 

61 

Belgium                26.5 

17.9 

5.8 

12 

Netherlands           23.6 

13.4 

4.6 

18 

Switzerland            29.5 

12.0 

2.2 

18 

Sweden                 12.7 

13.4 

3.6 

8 

Germany                14.6 

16.3 

3.4 

55 

Norway                    6.1 

19.9 

2.6 

2 

France                  20.0 

13.3 

4.1 

39 

Hong  Kong 

(to  3/30/73)   315.6 

73.0 

0.9 

22 

Grand  Total             20 

19.7 

2.7 

1427 

'Capitalizations   include   the  major 

companies  in 

each  market 

,  estimated  to  total 

around  60%  of  each  Market. 

Spain:  What  happens  when  Franco 
goes?  The  country  is  reasonably  sta- 
ble, the  economy  quite  good.  Expen- 
sive for  dealing,  and  problems  with 
information.  Bank  shares  are  the  best 
bet  for  the  long  haul.  Save  &  Pros- 
per men  are  leery  about  recommenda- 
tions, or  even  suggestions:  Franco  is 
80  and  Spain  is  unquiet  beneath  the 
surface.  If  you  want  to  gamble  on 
stability— after  Franco— among  lead- 
ing stocks  are  Banco  Hispano,  SEAT 
( Fiat  cars )  and  Seda  Barcelona. 

Switzerland:  Strong  currency,  sta- 
ble country.  Some  extremely  fine  com- 
panies. Highly  competitive,  but  not 
easy  to  buy  into,  though  there  are 
Swiss  corporate  shares  quoted  in  Par- 
is, Frankfurt  and  elsewhere.  Switzer- 
land is  still  a  good  investment,  despite 
the  fact  that  it  is  difficult  to  know 
what  a  company's  real  earnings  are. 
The  market  rates  its  companies  con- 
servatively. Bank  Leu  Port  manages  a 
P/E  of  7.9,  Swissair  only  9.8  and 
Nestle  11.7. 

Holland:  Cautious  people  who  rate 
their  companies  on  the  low  side.  Stan- 
dards of  accounting  high,  a 
m^m  market  with  a  lot  of  appeal 
to  U.S.  investors.  Dutch  guil- 
der has  remained  strong, 
the  economy  is  quite  stable, 
and  there  are  quite  a  lot  of 
shares  to  deal  in,  in  quite 
reasonable  amounts.  Dutch 
have  long  links  with  Far 
East,  and  Dutch  trading  com- 
pany shares,  such  as  Interna- 
tio-Muller  and  Borsumy, 
might  be  a  way  of  buying 
into  Asian  growth. 

Belgium:  Surprise  in  the 
last  year  or  two.  Belgian 
franc  holding  as  a  strong  cur- 
rency, and  Belgium  actively 
recruiting  foreign  investment. 
Traditional  coal  and  steel  in- 
dustrial dependency  easing 
with  new  investment;  faith 
sound.  Some  slight  political 
mm  minings,  but  pretty  well 
balanced.  Big  Belgian  storks 
are  Innovation-Bon  Marchc. 
(retailing),  Kredietbank  and 
Petrofina. 

Denmark:  Stock  market 
open  to  nonresidents  for  I  he 
first  time  this  year.  Locals 
shrewdly  had  invested  he.n 
ily  waiting  for  the  outsiders 
predictably  to  flood  in,  and 

u  hen  they  did,  the  locals  pic 

dictabl)    got    out.    Nonethe- 
less,  sonic   good   companies, 
such   as    Danske   Sukkerfab 
rikker  and  Aarhus  Oliefabrik, 
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The  toughest  part  of  communication 

is  the  last  few  inches. 


Modern  technology  has  given  us 
the  means  to  move  information 
farther,  faster,  and  to  more  people 
than  was  ever  dreamed  possible. 

Communication,  however,  means 
more  than  just  moving  information. 

It  also  means  moving  minds. 

And  technology,  no  matter  how 
far  it  advances,  will  never  be  able 


to  communicate  for  us. 

At  United  Telecom,  we're  in  the 
business  of  moving  information-, 
across  the  street,  around  the  world, 
even  to  the  moon  and  back.  Our 
job  is  maintaining  and  improving 
communication  technology. 

The  easy  part. 


The  hard  part  is  shortening  the 
distance  between  reception  and 
understanding. 


United  Telecom  ■■■ 

United  Telecommunications,  Inc., 
quietly  growing  for  years  as  United  Utilities. 

PO.  Box  11315,  Plaza  Station,  KansasCity,  Missouri  64112 


UNITED  TELECOM  COMPANIES:  NORTH  ELECTRIC  COMPANY*  UNITED  BUSINESS  COMMUNICATIONS'    Ui.lTED  COMPUTING  SYSTEMS'  UNITED  TELEPHONE  SYSTEM 


San  Diego's 
more  than  just  another 
pretty  place. 

Sure,  San  Diego's  got  the  world's  best  climate.  Dozens 
of  golf  courses.  Magnificent  beaches.  Friendly  people.  The 
Zoo  of  zoos.  And  the  best  family  living  anywhere. 

But  if  you're  site  seeing,  try  to  look  beyond  our 
pretty  face.  To  our  wealth  of  plant  and  office  space.  Our 
impressive  group  of  skilled,  unskilled  and  professional 
personnel ..  .available  at  competitive  salaries.  And  all  the 
other  things  that  got  companies  like  NCR,  Sony, 
Hewlett-Packard,  and  Wickes  down  to  business  in 
San  Diego. 

To  find  out  more  about  plant  sites  and  facilities 
in  San  Diego,  send  this  coupon  to  Ross  Spalding,  Area 
Development,  Dept.  F573,  San  Diego  Gas  &  Electric  Co., 
P.O.  Box  1831,  San  Diego,  Calif.  92112.  (714)  232-4252. 


I 

I'd  like  to  make  San  Diego  my  business.  Tell  me  more. 

NAME 

TITLE 

COMPANY 

ADDRESS 

CITY                                                                                STATE                                               ZIP 

I 

PHONE 

SD?f    SAN  DIEGO  GAS  &  ELECTRIC  COMPANY 

^-- ^  \/\/e  q>0  more  than  just  care. 
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The  Money  Men 


The  nation's  politics  are  seesawing 
between  "worker  paradise"  and  prag- 
matic socialism,  the  balance  of  pay- 
ments is  in  deficit.  A  narrow  market, 
with  perhaps  two  or  three  good  com- 
panies to  watch. 

Sweden:  Outstanding  companies 
like  Electrolux,  Volvo  and  Alfa  Laval 
in  a  market  that  has  been  very  in- 
teresting over  the  last  few  years. 
Trouble  is,  the  Swedish  government 
will  sit  on  your  proceeds  if  there  is 
any  trouble  with  the  balance  of  pay- 
ments. Home  to  some  of  the  world's 
outstanding  exporters,  and  very  high- 
ly competitive.  Problem:  Will  leftish 
Prime  Minister  Olof  Palme  go  further 
to  the  left  in  his  social  democracy? 

Singapore  and  Malaysia:  Much  di- 
rect U.S.  investment  in  these  Asian 
growth  nations.  What  about  stock 
market  investment?  Since  political  up- 
heaval of  the  late  Sixties,  both  coun- 
tries have  settled  down  and  provided 
active  markets  in  such  stocks  as  North 
Borneo  Timber,  Chemical  Co.  of  Ma- 
laysia, Tasek  Cement  and  Haw  Paw 
Bros,  (makers  of  Tiger  Balm,  a  South 
Asian  cure-all).  Main  market  for  many 
Singapore  and  Malaysia  shares  is  in 
London;  they  are  really  British  com- 
panies with  all  their  assets  out  in 
Asia.  Smallish  markets  by  American 
standards.  In  recent  years  institution- 
al managers  from  Europe  have  been 
ferried  out  to  both  nations  by  the 
governments  to  interest  them  in  the 
investment  prospects.  Result?  Good 
markets,  very  popular,  very  profitable. 

Hong  Kong:  Up,  up,  up  for  15 
months.  Taikoo  Dock  went  up  480%, 
Hong  Kong  Land  530%,  Eastern  Asia 
Navigation  600%.  Hang  Senh  index 
hit  1770.  By  Apr.  3,  down  to  1300. 
Ten  days  later  panic  among  the  small 
investors,  index  just  over  800.  Govern- 
ment intervenes.  Moral:  When  big 
outside  money  goes  into  a  small  mar- 
ket, the  residents  pile  in  after  it  just 
as  the  big  money  goes  back  out. 

Japan:  Save  &  Prosper  would  not 
dare  presume  to  describe  Japan  to 
Americans. 

There  is,  of  course,  Australia,  ex- 
citing in  its  growth  prospects,  risky  in 
its  stock  markets.  In  the  Western 
Hemisphere,  there  is  Brazil,  which 
saw  a  mighty  boom  and  a  mighty 
crash  (Forbes,  Aug.  15,  1972),  ami 
Mexico,  always  promising,  raicK 
active.  There  are  budding  stock  mar- 
kets in  the  Philippines  and  Nigeria. 
Indonesia,  South  Korea  and  South 
Vietnam  are  future  prospects. 

There's  a  big  wide  stock  market 
world  out  there,  just  waiting  far  die 
dollar  to  get  stronger.  ■ 

FORBES,    MAY   15,    1973 


Growths 

To  reach  the  horizon  of  your  goals 

and  upon  arrivingthere  seeinga  broader 

horizon  and  more  luminous  goals. 
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Serving  the  individual  investor  since  1895. 

At  White,  Weld  we  believe  that  goals  are  ultimates,  not  immediates.  And  our 
investment  services  are  tailored  to  people  who  feel  the  same  way.  People  who  are 
knowledgeable  enough  to  recognize  that  real  success  does  not  happen  overnight.  Tnvestors 
interested  in  long-term  gains. 

We  do  a  lot  to  help  investors  reach  their  goals.  Because  of  our  commitment  to 
securities  research,  we  are  able  to  provide  a  vast  fund  of  sophisticated,  timely  and  relevant 
information. 

In  addition,  as  one  of  the  nation's  leading  investment  banking  firms,  we  originate 
a  broad  range  of  investment  opportunities,  from  common  stocks  and  fixed  income  securities 
to  REITs  and  tax-shelters.  Information  that's  pertinent  and  opportunities  that  are  deemed 
suitable.  This  is  the  basis  for  meaningful  investment  decisions.  And  this  is  what  we  provide. 

Ours  is  an  intelligent  approach.  We  are  what  we  are  today  because  enough 
investors  have  found  that  it's  the  right  one. 

White,Weid&Co. 

Incorporated 
International  Investment  Bankers 

Investment  Banking,  International  Finance,  Asset  Management,  Trading,  Municipal  Finance,  and  serving  the  Individual  Investor 


Will  Big  Mac  Meet  Its  Match  in  the  Land  of  the  Rising  Sun? 

Okay.  So  the  Japanese  government  lets  you  in. 

Now  all  you  have  to  do  

is  sit  back  while  the  locals 
tumble  all  over  each  other 
to  buy  your  wares  .  .  . 


li  is\'i  mi\i  easy,  as  the  U.S.  fried- 
chicken-and-hamburger  boys  are  find- 
ing, out.  U.S.  fast-food  operators  are 
among  the  first  American  retailers  per- 
mitted to  operate  freely  in  Japan.  Mc- 
Donald's and  the  others  thought  they 
were  sitting  down  to  a  feast.  Many  of 
them  are  ending  up  with  indigestion. 

"The  industry's  growth  pattern  in 
the  next  few  years  may  not  be  as  fan- 
tastic as  some  people  thought  when 
they  first  came  here,"  says  Loy  Weston, 
the  go-getting  American  who  has  put 
Heublein's  Kentucky  Fried  Chicken 
division  on  the  map  in  Japan. 

"Already  some  of  the  novelty  has 
worn  off,"  he  adds. 

Here  were  100  million  people,  mon- 
ey jingling  in  their  jeans,  and  they  al- 
ready had  the  eating-out  habit:  Last 
year  the  Japanese  spread  at  least  $10 
billion  in  over  300,000  restaurants, 
most  of  them  mom-and-pop  opera- 
tions. A  huge  business,  largely  frag- 
mented; the  average  place  took  in 
under  a  hundred  dollars  a  day.  What 
a  setup  for  American  knowhow! 

They  all  jumped  in.  General  Foods' 
Burger  Chef,  Britain's  Wimpy  Ltd., 
McDonald's,  Dunkin'  Donuts,  United 
Brands'  A&W  International,  Interna- 
tional Multifoods'  Mister  Donut,  In- 
ternational Dairy  Queen,  Pizza  Hut. 
Each  used  its  own  approach. 

Mister  Donut,  Dunkin'  Donuts, 
A&W  and  Wimpy  licensed  Japanese 
companies  to  franchise  their  systems 
in  Nippon,  working  on  a  straight  roy- 
alty basis,  no  direct  investment.  Gen- 
eral Foods  tried  to  go  it  alone  with  its 
Burger  Chef  operations— but  is  bomb- 
ing. Most  of  the  others  wisely  allied 
themselves  with  Japanese  firms  on  a 
joint-venture  basis.  Kentucky  Fried 
Chicken  and  Dairy  Queen  formed 
50/50  joint  ventures  with  two  of  Ja- 
pan's largest  trading  companies,  Mit- 
subishi Corp.  and  Marubeni  Corp., 
respectively.  McDonald's  holds  50%  of 
McDonald's  Co.  (Japan)  Ltd.,  with 
the  other  50%  split  between  Fujita  & 
Co.  Ltd.,  a  small  importer  of  luxury 
department  store  items,  and  Daiichiya 
Baking  Co.  {see  p.  130). 

Trading  companies  are  almost  obli- 
gatory partners  in  Japan.  Because  it 
has  Mitsubishi  as  a  partner,  KFC  gets 
chickens  grown  on  Mitsubishi  farms, 
cooks  them  in  kitchens  furnished  by 
the  Mitsubishi  machinery  division,  in 
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Economy  Amidst  Luxury.  It's  no  trick  at  all  to  spend  $  1  00  in  a  few  minutes 
in  one  of  the  Ginza  district's  famous  bars.  But  just  around  the  corner 
on  the  Ginza  itself,  you  can  chew  a  McDonald's  hamburger  for 
30  cents.  This  store  took  in  $7,200  in  a  single  day  last  fall,  a 
world's  record  for  McDonald's.  But  Ginza  rents  are  sky-high. 


stores  built  by  the  Mitsubishi  con- 
struction department,  on  land  located 
h\  the  Mitsubishi  real  estate  division. 

If  you  don't  think  this  is  an  ad- 
vantage, try  doing  these  things  with- 
out a  trading  company  in  Japan.  You'll 
scarcely  get  out  of  your  hotel  room. 

Flanking  McDonald's 

Having  done  the  right  thing  so  far 
as  taking  in  partners,  the  fast-food 
boys— except  for  General  Foods— were 
off  and  running.  The  Japanese  are  a 
people  with  great  natural  curiosity. 
Here  was  something  American-new. 
Press  and  TV  were  lavish  with  their 
free  publicity. 

Starting  with  two  stores  in  1969, 
KFC  opened  60  more  in  the  next  two 
years.  McDonald's  first  store  broke 
every  single-day  record  in  the  ham- 
burger empire. 

But  then,  sooner  than  anyone  ex- 
pected, the  rate  of  growth  began  to 
drop  off.  And  problems,  unlike  any 
encountered    in    the    U.S.,    began    to 


crop  up.  For  example,  more  than  a 
hall  dozen  local  hamburger  chains 
have  sprung  into  existence  since 
Wimpy  opened  Japan's  first  hamburg 
it  store  in  Osaka  in  December  1970. 
One  of  the  homegrown  hamburgei 
chains  is  Lotteria,  owned  In  the  con- 
fectionary firm  Lottej  notorious  for  its 
imitations    of    American    candies    and 

gums.    Lotteria   simply   followed    Mc- 
Donald's to  the  Ginza,  Shinjuku  and 

other  locations.  Its  stores,  with  the 
exception  ol  name  and  coloi .  aie  ex 
act  replicas  of  the  McDonald's  out 
lets.  Shortly  alter  McDonald's  opened 
a  new  store  in  Yokohama's  bus) 
Isezakicho  shopping  district  last  fall, 
Lotteria  moved  in  with  two  outlets 
on  the  same  block.  To  add  insult  to 
injury,  the  new  stoics  gave  awa\  lice 
milk  shakes  with  their  hamburgers. 

Lotteria,  American  Burger,  llandas. 
Dum-Doin  and   most   ol    Hie  local    mn 
t.itois     are     Belling     then     hamburgei  s 
lot     100    yen     (about    38    cents),    com 

panel  w  ith  McDonald's  so  yen  i  aboul 
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There's  only  one  way  to  tell 
if  your  Bourbon  is  still  the  best 
Taste  Benchmark. 

This  evening,  instead 
of  your  regular  Bourbon,  taste 
Benchmark.  Chances  are 
you  won't  go  back  to  your  old 
Bourbon. 

That's  because  more  than 
a  century  of  Seagram 
craftsmanship  has  gone  into 
creating  the  distinctive  taste  of  Benchmark. 

And  we  think  it  tastes  better  than  any  Bourbon 
you've  ever  tasted. 

No  matter  what  brand  you're  drinking  now. 
If  you  think  that's  a  tough  statement  you 
haven't  tasted  Benchmark  yet. 

Seagram's  Benchmark  Premium  Bourbon. 
"Measure  your  Bourbon  against  it.' 


SLNCHMAfiK  KENTUCKY 


They  said  it  made  no  sense 
to  insure  the  Indy. 

sive  insurance  package  that  i 
but  included  mechanics  and  p 
time  since  the  race  began  in  1„ 

CNA  has  been  making  sense 
of  it  for  25  years 


In  1948  veteran  driver  Mauri  Rose  was  back  at  the  Brie 
yard  for  a  try  at  what  few  men  accomplish.  Back  to  ba< 

victories  in  tl 

Indianapolii 

500. 

That  same  year  CNA; 

insurance  was  there  for  tl 

first  time  with  a  compreh* 

sive  insurance  package  that  not  only  covered  the  driver 

but  included  mechanics  and  pit  crews  as  well.  For  the  fii 

time  since  the  race  began  in  191 1,  a  single  insurance  cor 

pany  was  able 

insure  drivers,   tl 

reliefs  and  crei 

every  participant  in  the  race.  Insured  in  a  way  thai  tin 

good  economic  sense  for  all. 


CNA/insur 


licago,  Illinois  60  Omental  Casualty  Co.,  American  Casualty  Co.,  N  il 


■*•*. 
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"he  experts  never  expected  us  to  accomplish  what  we 
.  Just  as  thay  never  expected  Mauri  Rose  to  win  his 
ond  victory.  vBut  he  did.  Piloting  his  Blue  Crown  Spark 
g  Special  to  a  then  record  129.129  mph.  Mauri  Rose 
rev  came  back  to  win  another  500. 

Sut  we've  come  back  to  insure  them  ever  since.  Adding 
ra  protection  in  coverage  and  benefits  to  the  partici- 
its  of  America's  oldest  race. 

Ve've  insured  every  Indianapolis  500  since  1948.  And 
•ry  sanctioned  US  AC  race  since  1956.  Not  because  in- 
ing  auto  racing  is  our  specialty.  But  because  writing  the 
I  insurance  coverage  possible  is.  Coverage  that  offers 
re  value  for  each  insurance  dollar. 
t's  what  made  us  the  major  part  of  a  growing  three  bil- 
i  dollar  corporation.  Growing  because  we've  got  the 
cial  skills  to  write  insurance  where  others  can't.  Or 


Official  Photo  Indianapolis  Motor  Speed 


won't.  For  the  biggest  or  smallest  of  companies.  And  the 
special  kind  of  people  and  CNA  ager  ts  that  make  it  pos- 
sible. Aggressive,  innovative,  creative.  People  who  write 
insurance  not  to  be  first.  But  to  set  precedents.  To  go  where 
insurance  never  was.  Do  what  insurance  never  did.  And 
do  it  better  than  anyone  else. 


GOING  WHERE  INSURANCE  NEVER  WAS 

CNA  /insurance 

A  PART  OF  CNA  FINANCIAL  CORPORATION 


■continental  Insurance  Co.,  Transportation  Insurance  Co.,  Valley  Forge  Insurance  Co.,  Valley  Forge  Life  Insurance  Co.,  CNA  Casualty  of  California. 


BeMis  is  safety 


DECK  SAFETY  TREAD! 


Making  trucks  and  boats  and 

bathtubs  safer  is  just  one  of 

Bemis'  contributions. 

We're  a  packaging  company, 

of  course.  But  also  a  graphic 

arts  company,  a  specialty 

paper  company,  a  textile 

company,  and  a  coating  and 

laminating  company. 

We're  a  diversified  company 

touching  people's  lives  in 

thousands  of  ways. 

But  we're  not  a  conglomerate. 

Because  we  grow  out  of 

ourselves  .  .  .  applying  our 

own  special 


kind  of  knowledge  when  and 

where  we  can  make  a  quality 

contribution. 

Consider  these  safety-oriented 

products  of  Merge  n  Adhesives, 

a  Bemis  subsidiary. 


They're  similar  to  our  life- 
extending  cheese  packages 
and  man-made  fashion  fabrics 

and  many  other 
Bemis  products. 
Because  they  al 
derive  from  one 
of  Bemis'  basic 
technologies: 
coating  and 
laminating. 

That's  the  secre: 
of  our  growth. 
It's  why  we've 
recorded  an 
average  annual' 
sales  growth  rate  of  1 1  %  for  the  I 
most  recent  ten-year  period. 

And  it's  why  we're  in  the  world 
of  fashion  and  packaging  and 
graphic  arts  and  safety, 
et  cetera,  et  cetera. 

Bemis  Company  Inc.,  800 
Northstar  Center,  Minneapolis, 
MN  55402. 


THEetCCOMpANI 


30  cents).  McDonald's  price  has  been 
a  boon  to  volume  but  has  forced  it 
to  rely  on  soft  drinks,  french  fries, 
milk  shakes  and  the  like  for  a  profit. 

Another  problem  is  the  shortage  of 
skilled  manpower  and  qualified  fran- 
chisees. Last  year  Dairy  Queen,  for 
example,  had  to  delay  the  opening  of 
two  test  outlets  until  this  spring  be- 
cause of  difficulties  in  finding  and 
training  personnel.  The  company  had 
to  bring  six  future  franchisees  back 
to  its  U.S.  headquarters  for  training 
earlier  this  year,  and  it  plans  to  set 
up  a  training  center  in  Tokyo  as  the 
backbone  of  its  expansion  plans, 
which  calls  for  500  franchised  outlets 
over  the  next  five  years.  "The  fran- 
chising business  is  a  systems  business," 
says  H.  Taida,  a  Marubeni  official 
who  is  heading  up  Daily  Queen  (Ja- 
pan). "You  have  to  have  the  control 
and  support  systems  to  back  it  up,"  he 
adds,  "or  it  will  fail." 

As  a  result,  some  of  the  foreign 
fast-food  companies  are  putting  em- 
phasis on  company-owned  rather  than 
franchised  outlets.  "A  company-owned 
policy  gives  you  tighter  control  over 
your  product  and  the  way  it  is  pre- 
sented," says  KFC  Japan's  Executive 
Vice  President  Weston.  "It's  also  more 
profitable,"  adds  McDonald's  Japan 
President  Den  Fujita. 


Because  the  Japanese  are  not  so 
thoroughly  hooked  on  ice  cream  the 
year  round  as  Americans  are, 
selling  it  in  Japan  is  only  a 
half-year  business.  Therefore  Dairy 
Queen  has  added  hamburgers  to 
its  sales  mix  in  order  to  take  up 
the  seasonal  slack. 
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Mister  Donut,  Dunkin'  Donuts, 
Wimpy  and  others,  however,  are  con- 
centrating on  franchising.  Wimpy 
has  made  it  relatively  easy  (too  easy, 
its  critics  contend)  to  become  a 
Wimpy  franchisee.  The  company 
charges  a  modest  franchise  contract 
fee  (about  $20,000)  and  a  3%  royalty 
on  volume  (compared  with  4%  to  5% 
of  some  of  its  fast-food  competitors). 
"It  is  very  easy  to  start  one  of  our 
outlets  with  people  who  have  never 
had  any  experience  in  the  restaurant 
business,"  confirms  Minetaka  Araki, 
general  manager  of  Toshoku- Wimpy 
Ltd.,  which  is  running  the  Wimpy 
hamburger  chain. 

KFC,  on  the  other  hand,  is  more 
careful,  emphasizing  large  companies 
rather  than  small  individuals  as  fran- 
chisees. For  instance,  Coca-Cola  is  a 
KFC  franchisee  in  Japan,  as  is,  ironi- 
cally, a  chicken-processing  subsidiary 
of  Marubeni,  which  is  tied  up  with 
Dairy  Queen.  "You  have  to  be  careful 
about  who  you  franchise  here,  or  any- 
where for  that  matter,"  says  KFC's 
Weston.  "It  only  takes  one  failure,  one 
store  that's  not  up  to  snuff.  In  other 
words,  one  bad  apple  to  spoil  the 
bunch,"  he  adds. 

Horsefaurgers? 

Americans,  accustomed  to  brim- 
ming supermarkets  and  the  cheapest 
food  in  the  world,  may  be  surprised, 
but  the  fact  is:  Getting  the  right  kind 
of  food  in  the  right  quantities  is  a 
big  problem  in  Japan. 

For  example,  beef  is  high-priced 
and  is  in  chronically  short  supply  in 
Japan,  mainly  because  the  govern- 
ment limits  imports  to  protect  domes- 
tic beef-raisers.  As  a  result,  Japanese 
retail  beef  prices  are  currently  about 
twice  as  high  as  in  the  U.S.  and  in- 
creasing by  more  than  30?  a  year. 
And,  although  more  Australian  and 
New  Zealand  beef  is  being  allowed 
into  the  country  (imports  accounted 
for  about  one-fifth  of  Japan's  total 
consumption  of  some  340,000  metric- 
tons  in  1972),  it  is  not  nearly  enough 
to  meet  the  demands  of  consumers— 
or  the  fast-food  chains.  "You  can 
open  20  or  25  stores  without  any 
supply  problems,"  says  Marubeni's 
Taida,  "but  beyond  that,  you  start 
running  into  trouble."  Agrees  Mc- 
Donald's Fujita:  "It's  getting  very  dif- 
ficult to  get  beef  for  hamburgers." 

Especially  if  you  aren't  in  with  the 
right  people.  Japan  grants  import 
licenses  only  to  local  trading  compa- 
nies and  meat  processors.  Fast-food 
companies  tied  in  with  one  of  the 
big  trading  companies  have  a  natural 
supply  advantage  over  their  competi- 
tors who  are  forced  to  buy  beef 
through  normal  wholesale  channels. 

Most  of  the  local  hamburger  chains 
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Your  secret 

is  safe  with 

Don  Raburn. 

Because  he  understands 
the  confidential  nature  of 
many  inquiries  he  re- 
ceives regarding  possi- 
ble locations  of  plants, 
warehouses  and  offices 
in  Dallas.  So  .  .  .  although 
Don  knows  a  great  deal 
about  available  office 
spaceand  industrial  prop- 
erties, (as  well  as  every- 
thing else  you  may  want 
to  know  about  Dallas)  .  .  . 
he  also  knows  enough  to 
keep  your  inquiry  strictly 
confidential. 


DALLAS  POWER  &  LIGHT  COMPANY 
Member  of  Texas  Utilities  Company  System 


Call  or  mail  this  coupon  (in  a 

plain  brown  envelope  if  you  like) 
TO:  Don  Rabirn,  Manager, 
Economic  Development,  Dallas 
Power  &  Light  Company,  1506 
Commerce,  Dallas,  Texas  75201 . 
Phone:(214)747-4011. 


Please  send: 

(  )  Dallas  fact  book 

(  )  Dallas  industrial  map 

(  )  Dallas  office  location  study 

(  )  I  have  questions,  call  me. 


Name. 
Title  _ 


Company. 
Address  _ 
Phone 


have  already  turned  to  soybean  ex- 
tenders and  other  meat  substitutes 
like  whale  meat,  fish  meal  and  horse 
meat.  The  natural  question  arises: 
How  long  can  the  foreign  chains  af- 
ford to  offer  hamburgers  that  are 
"100%  beef"? 

Enough?  Are  you  now  convinced 
that  breaking  into  the  Japanese  mar- 
ket is  no  child's  play?  You  haven't 
heard  anything  yet.  Getting  beef  and 
getting  employees  who  are  qualified 
is  mere  child's  play  compared  with 
getting  real  estate. 


fJp^ 


Inside  Track?  Though  chicken  has  always  been  one  of  fhe  most  popular  Jap- 
anese foods,  Kentucky  Fried  Chicken  still  has  no  competition  in  Japan.  But  U.S.- 
based  donut  chains  are  already  getting  stiff  competition  from  Japanese  imitators. 


The  fast-food  business  in  Japan,  like 
anywhere  else,  is  half  real  estate  and 
half  food.  In  Japan,  where  80%  of  the 
land  is  rugged  mountain  terrain,  us- 
able real  estate  sells  at  a  premium.  In 
suburban  areas,  land  prices  have  been 
escalating  by  as  much  as  15%  to  20% 
annually,  while  at  prime  sites  in  To- 
kyo, such  as  Shinjuku  or  the  Ginza, 
both  busy  shopping  areas,  prices  have 
been  increasing  by  as  much  as  30% 
annually.  For  example,  a  six-foot-by- 
six-foot  piece  of  property— called  a 
"tsubo"  according  to  Japanese  mea- 
surements—might cost  $1,200  outside 
of  Tokyo,  while  in  the  Ginza  it  may 
sell  as  high  as  $30,000,  against 
$18,000  for  a  comparable  plot  on 
Manhattan's  posh  Fifth  Ave. 


Naturally,  this  puts  the  purchase 
of  land  beyond  the  reach  of  any  of 
the  fast-food  franchisers.  Instead,  they 
must  cough  up  large  deposits  and 
high  monthly  rents  (often  based  on  a 
percentage  of  gross  sales)  to  rent 
property.  Rental  rates  are  being  driv- 
en even  higher  by  competition  among 
the  fast-food  companies  for  the  kinds 
of  sites  they  need  for  outlets.  One  lo- 
cal Japanese  competitor  of  McDon- 
ald's, for  instance,  has  quietly  circu- 
lated the  word  among  real  estate 
agents  that  it  is  willing  to  lease  ;it  a 
higher  rental  any  sites  being  sought 
by  the  American  hamburger  chain. 

The  U.S.,  home  of  fast  foods,  is  an 
automobile  society.  Japan's  road  net 
work    is    relatively    undeveloped    by 


Western  standards,  and  car  ownership 
is  still  not  widespread.  So  the  "drive- 
in"  style  of  restaurant  still  hasn't  de- 
veloped. Most  restaurants  are  located 
in  busy  downtown  shopping  areas  and 
depend  on  "walk-in"  business. 

Most    of   the   U.S.    fast-food    opera 

tors  have  learned  tliis  the  hard  way. 
Both    KFC    and    McDonald's    initial!) 

emphasized  U.S.  style  suburban  Iocs 
lions  with  unhapp)  results   KFCs  first 

three  stoics  in  Japan  were  free  stand 

Ing,  drive-in  units  in  the  Osaka  area 
ot  [apart,  one  of  which  subsequently 

had   to   be   shut    down   due   to   lark   ol 

business.  (The  other  two  are  just  be 
ginning  to  break  even,  KF( '  says.) 

Similarly,     McDonald's     U.S.     man- 
agement  had  a  brief  squabble  with 
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The  rigid  signpost  is 
a  deadly,  roadside  killer. 


EXIT 


Too  many  immovable,  cement-embedded  signposts  are  killing  too  many  motorists 
along  our  roadsides.  They  should  be  replaced  with  new  breakaway  sign  supports  that  give 
way  on  impact  with  only  minor  damage  to  a  car— and  none  to  its  occupants. 
Unfortunately,  the  situation  is  being  corrected  on  only  a  few  of  our  roads. 

We're  never  going  to  be  able  to  eliminate  human  error  on  our  highways.  But,  with 
enough  public  awareness  and 
concern,  we  can  sharply  reduce  the 
number  of  lethal  hazards  that 
needlessly  kill  and  maim  thousands 
of  Americans  every  year. 

That's  why  State  Farm  Mutual 
.has  put  together  a  booklet  to  alert 
you  to  these  roadside  deathtraps. 
It  shows  you  what  can  be  done 
about  rigid  signposts  and  light 
poles,  blunt-end  guardrails,  exposed 
bridge  pillars,  unprotected  drop-effs 
and  ditches,  unshielded  abutments, 
trees,  telephone  poles  and  other 
dangerous  hazards  that  line  our 
highways. 

Write:  Deathtraps,  Dept.  F, 
State  Farm,  Bloomington  Illinois 
61701,  and  we'll  send  you  a  booklet. 


Let's  do  away  with  our 
roadside  deathtraps 
before  they  do  away 
with  us. 


STATE    FARM 


INSURANCE 


State  Farm 


STATE  FARM  MUTUAL  AUTOMOBILE  INSURANCE  COMPANY. 

Home  Office:  Bloomington,  Illinois 


ROOF  REPLACEMENT 
IS  TOO  COSTLY 

Recondition  your  roofs  with  the  economical 
Randustrial®  Roof  Spray  Process.  SHIELD- 
TITE*\  our  premium  liquid  roof  protector, 
will  rejuvenate  and  waterproof  your  old  felt 
roof  for  as  little  as  5c>  per  sq.  ft.  The  work 
is  done  by  your  men  using  our  equipment 
and  proven  procedures.  Inquire  now!  You 
will  have  an  opportunity  to  view  our  new 
4  minute  color  roofing  movie  and  receive  a 
Free  copy  of  our  56  page  Roofing  and  Main- 
tenance Catalog. 


Randustrial 
Corporation' 

fORMERLV   BANCO   INDUSTRIAL   PRODUCTS    CORP 


13306  Union  Avenue 
Cleveland.  Ohio  44120   -   (216)  283  0300 


Because  executive  and  pro- 
fessional men  and  women 
sometimes  need  a  personal 
loan,  too... 

Now 

you  can  borrow 

$1,500  to  $25,000  in 

absolute  privacy 

entirely  by  mail. 


No  time-consuming  interview  and  no 
embarrassment.  Repay  in  convenient 
low  monthly  sums. This  popular  method 
of  obtaining  cash  by  mail  is  currently 
being  utilized  by  prominent  and  busy 
individuals  who  desire  fast  service, 
conveniently  in  the  privacy 
home  or  office.  Offered  by 
a  subsid  iary  of  one  of 
America's  most  respected 
financial  institutions.  For 
immediate  details  (no 
one  will  call),  write  .  .  . 


Associates  Financial  Services  Corp. 
Suite  3022,  1030  E.  Jefferson  Blvd., 
South  Bend,  Indiana,  or  call  collect 
Mr.  Jack  McMahon  at  219/284-2458. 


its  Japanese  partners  over  store  loca- 
tions. The  U.S.  company,  thinking 
"American,"  wanted  suburban  outlets 
to  be  given  first  priority.  The  Japa- 
nese partners  opted  for  busy  down- 
town sites.  A  compromise  of  sorts  was 
arranged,  and  McDonald's  Japanese 
partners  reluctantly  agreed  to  a  test 
store  in  Chigasaki,  the  same  Tokyo 
suburban  bedroom  community  where 
Burger  Chef  opened  a  model  store 
two  years  ago  and  is  on  the  verge  of 
closing. 

The  experiment  was  a  disaster,  but 
it  had  its  comic  aspects.  McDonald's 
found  a  spot,  only  to  run  afoul  of  lo- 
cal land  ordinances  that  prevented 
the  removal  of  some  century-old  trees 
that  were  hiding  the  store  from  street 
view.  The  company  unsuccessfully 
tried  to  get  the  ordinance  changed. 
The  case  became  something  of  a  cause 
celebre.  The  Japanese  Communist 
Party,  getting  into  the  act,  accused  the 
American  company  of  "imperialism." 
The  trees  are  still  there  and  McDon- 
ald's hasn't  been  able  to  open  the 
store  after  an  outlay  estimated  at 
$80,000— and  probably  never  will. 

As  a  consequence,  McDonald's  Jap- 
anese partners  won  their  point,  and 
the  company  has  since  concentrated 
on  acquiring  sites  in  busy  shopping 
areas.  About  half  the  company's  23 
stores  are  located  in  department  stores 
in  such  "prime"  areas  as  Tokyo's  Gin- 
za  and  Shinjuku,  probably  the  two 
most  expensive  pieces  of  real  estate 
in  Japan. 

"It's  very  hard  to  have  a  profitable 
store  in  the  Ginza,"  says  Marubeni's 
Taida,  who  opened  Dairy  Queen's 
Ginza  shop  last  summer.  "It  attracts  a 
lot  of  free  publicity  and  helps  spread 
your  name  around,  but  it's  just  too 
expensive.  And  it's  not  even  a  good 
testing  ground  for  a  new  product  be- 
cause the  clientele  is  much  more  so- 
phisticated, more  adventuresome  than 
in  other  parts  of  Japan.  Your  Gin/a 
customers  aren't  representative  at  all." 

Will  They  Stand  for  It? 

So  the  big  boom  may  peter  out  into 
a  little  boom.  In  some  McDonald's 
stores  equipped  with  six  cash  regis- 
ters, two  or  more  have  been  removed 
or  covered  over.  McDonald's  last  sum- 
mer had  to  postpone  until  this  spring 
plans  for  a  national  television  adver- 
tising campaign  because  of  lagging 
profits  and  lagging  expansion. 

McDonald's  I'ujita  says  he  still 
plans  to  open  40  new  stores  by  the 
end  of  1973;  however,  the  company 
has  only  been  able  to  open  lour  new 
stores  since  early  last  December,  pri- 
marily due  to  a  shortage  of  available 
sites.  This  means  if  it  is  to  meet  its 
goal.  Mi  Donald's  will  have  to  open 
more  than  five  stores  a  month  for  the 


The  fens  of  thousands  of  small 
confectionery  shops  scattered  across 
Japan  make  life  hard  for  foreign  fast- 
food  chains  specializing  in  ice  cream, 
pastry  and  soft  drinks.  One  confec- 
tionery maker  even  diversified  by 
starting  its  own  hamburger  chain. 

Made  in  Japan.  American  Burger  is 
only  one  of  the  Japanese  imitators 
that  have  swarmed  into  the  fast-food 
business,  following  the  American 
chains  into  choice  big-city  shopping 
areas,  often  locating  next  door. 
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Read  why  tax  incentives  are  so  vitally  important 

in  the  search  for  energy.  — 
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ENERGY 

and  the  need 
.  for  tax 
incentives 


This  booklet  is  free  for  the  asking.  Just  write  to: 


Public  Relations  Division 

Texaco  Inc. 

135  East  42nd  Street 

New  York,  New  York  10017 


[TEXACO] 


Cash  Management 
The  little  differences! 


How  your  company  manages  its  assets  can  be  just  as 
important  as  how  it  acquires  those  assets. 

Knowing  this,  most  corporations  employ  some  kind  of 
cash  management  system.  Some  of  these  systems  maximize 
potential.  Some  merely  go  through  the  motions. 

Finding  the  right  system  is  more  difficult  than  it  may 
seem. 

The  fact  is  that  all  major  money  center  banks  have 
become  involved  in  cash  management.  And  their  services 
are  more  alike  than  they  are  different. 

The  difference  isn't  in  what  they  do,  but  rather,  in  how 
they  do  what  they  do.  Their  philosophy.  Their  style.  These 
are  the  subtle  differences  that  set  the  great  banks  apart 
from  the  almost  great. 

What  to  look  for. 

Fast  collection  is  essential  in  this  business. 

For  any  system  to  be  effective  it  has  to  be  able  to  collect, 
process,  deposit  and  clear  checks  in  as  little  time  as  possible. 
A  few  hours  can  change  your  bottom  line  by  thousands  of 
dollars. 

So,  the  faster  the  better. 

We  collect  in  a  number  of  different  ways.  Lock  box. 
Depositoiy  transfer  checks.  Cash  mobilization.  Whatever 
will  get  your  funds  to  us  the  fastest. 

And  where  we  are  also  helps.  Because  Chicago  is  a 
major  business  center,  many  of  your  customers  are  located 
here.  Geographically,  we  enjoy  one  of  the  best  possible 
locations  for  collection  in  the  U.S.  With  one  of  the  fastest 
metropolitan  mail  systems  anywhere. 

A  small  difference  w<trth  $60,(X)(). 

If  your  West  Coast  customers  remit  to  you  directly 
in  New  York,  your  money  is  spending  a  lot  of  time  in  the 
mails.  That  wasted  time  is  wasted  money.  If  we  intercepted 
those  payments  for  you,  those  funds  could  be  available  to 
you  perhaps  two  days  earlier.  That  can  make  a  big  difference. 

For  example:  One  of  our  clients  is  a  Florida-based 
company  with  annual  sales  of  $10,000,000.  With  their  old 
system,  their  customers  nationwide  would  remit  directly  to 
the  company's  Florida  office.  Then  those  funds  would  be 
forwarded  to  the  Midwest  for  deposit. 

We  set  up  a  system  whereby  all  payments  would  be  sent 
directly  to  us.  Becoming  the  company's  collection  center 
immediately  increased  their  balances  by  $(50,000.  Money 
that  would  otherwise  be  lost  in  mail  float. 

So,  what  seems  like  a  small  difference,  just  a  change  of 
address,  can  become  a  very  important  difference  for  you. 

Does  your  money  slow  down  once  it  gets  to 
the  bank? 

Another  critical  area  is  the  time  it  takes  to  process  your 
collections. 

We  receive  thousands  of  items  at  a  time  for  some  of  our 
customers.  As  many  as  132,000  a  month  for  a  single  client. 


Counting,  processing  and  recording  them  sounds  like  it 
would  take  a  lot  of  time.  It  doesn't. 

We're  a  large  wholesale  bank.  With  all  our  operations 
concentrated  in  one  building.  That  means  your  receipts 
aren't  processed  in  one  place  and  then  shipped  crosstown 
for  deposit  as  they  are  in  some  other  large  banks.  Our 
collection  center,  our  processing  center  and  our  deposit 
center  are  onlv  a  few  feet  from  each  other.  That  saves  time 


u 

|n<. 


How:  As  important  as  how  fast. 

Many  banks  use  assembly  line  processing.  We  don't. 
And  we  never  will.  We  tailor  our  system  to  your 
requirements.  Not  vice  versa. 

We  don't  throw  you  on  a  conveyor  belt.  We  use  a  set 
method  with  one  person  responsible  for  your  account.  From 
the  opening  of  the  envelopes  to  the  recording  of  the  deposit  L 
We've  found  this  system  to  be  fast,  efficient  and,  most 
important,  virtually  error  free.  Our  reputation  for  accuracy  M 
is  unparalleled  in  the  industry.  \ 

Clearing.  The  last  hurdle. 

Our  check  processing  system  also  gives  us  certain 
advantages  in  the  clearing  of  your  collections.  It  enables  usf- 
to  operate  one  of  the  most  extensive  direct  sending  network  *• 
in  the  country.  Through  this  network  we  can  by-pass  the 
Federal  Reserve  and  pass  those  savings,  in  both  time  and    '  'J 
money,  on  to  our  customers.  )f 

To  reduce  total  collection  time,  your  system  has  to 
minimize  each  of  its  components.  Mail  float.  Processing 
float.  Clearing  float.  We've  talked  about  some  of  the  ways  w|[ 
do  just  that.  But  your  cash  management  system  shouldn't 
stop  with  getting  your  money  credited  to  your  account. 

If  your  cash  isn't  working  for  you,  it's  not 
an  asset.  It's  a  liability. 

Collecting  your  money  is  only  part  of  a  bigger  picture 
If  that's  all  your  system  does,  it's  only  doing  half  its  job.  No'L 
that  your  money's  in  the  bank,  what  is  your  cash 
management  system  doing  to  make  it  produce?  Are  you  ' 
getting  the  most  possible  mileage  out  of  every  dollar? 

Part  of  this  job  is  disbursement 

.$6,000JM)<)  is  not  a  little  difference. 

An  electrical  equipment  company  asked  us  to  look  at 
their  cash  management  system.  The  company  had  plants  a 
over  the  country.  They  were  using  a  decentralized  system 
with  each  of  their  offices  paying  their  own  bills.  To  do  this 
the  company  had  to  use  23  different  banks. 

We  advised  them  to  concent  rate  t  heir  funds  through  a 
centralized,  zero  balance  system.  This  allowed  headquailei 

to  control  cash  with  the  plants  still  writing  checks.  This 

system  immediately  made  available  $3,000,000  of  the 

company's  assets.  Money  that  had  been  lying  idle  m  the 
accounts  of  its  various  banks  was  now  cash  in  hand 

Through  this  concent  rat  ion.  we  also  stretched  out  the 

time  it  took  the  company  to  pay  its  lulls  by  making  them 


nake  big  differences. 


able  through  us,  rather  than  through  local  banks.  This 
le  available  another  $3,000,000. 

So,  by  changing  the  company's  disbursement  system, 
ncreased  their  working  capital  by  $6,000,000. 

you  have  more  money  in  the  bank  than 
j need? 

We  think  your  money  should  be  working  for  you  24 
rs  a  day.  And  our  system  makes  sure  it  does  just  that. 

cash  management  specialists  can  tell  you  how  much 
ley  you  really  need  to  operate.  And  how  much  money 
Id  be  put  to  work  somewhere  else.  Money  lying  idle  in 
Hints  doesn't  do  you  any  good. 

Through  our  Automatic  Investment  Facility,  money 

don't  need  for  daily  business  is  automatically  skimmed 
ind  put  into  short  term  investments.  Using  this  facility 
eased  one  of  our  customer's  investment  income  by  over 
},000. 

We're  also  happy  to  invest  for  you  by  directive.  Our 
i  management  specialists  have  available  all  the 
mrces  of  our  Trust,  Bond  and  Commercial  Departments, 
y  also  share  the  advantages  we  enjoy  as  being  one  of 
j  25  primary  dealers  in  Government  Securities. 

you  know  what  your  company  was 
rth  yesterday? 

That  sounds  like  an  easy  one  to  answer.  But  it's  a  lot 
e  complex  than  it  looks. 

Do  you  really  know  what  your  cash  picture  looked  like 
erday?  At  four  o'clock?  Do  you  know  how  much  money 
ild  be  coming  in  next  Thursday?  Or  how  thin  you  can 
;ad  yourself  in  November?  Tough  questions.  Especially 
n  you're  dealing  with  thousands  of  items  and  millions 
hilars. 

Your  cash  management  system  should  be  able  to  give 
those  kinds  of  answers. 
Ours  can. 

Precise,  complete  answers  that  give  you  an  accurate 
ure  of  where  you  are  and  where  you're  going. 
Not  averages.  Not  estimates.  Not  blanket  availabilities, 
a  check  by  check,  minute  by  minute  overview  of  what's 
lable.  And  when. 


Our  Balance  and  Activity  Report  gives  you  a  monthly, 
no-nonsense  analysis  of  your  account.  And  our 
Summarization  and  Sorting  Services  provide  status  reports 
on  all  your  check  writing  activities. 

At  any  given  time  we  can  tell  you  exactly  how  much 
money  is  available,  and  precisely  where  that  money  came 
from. 

The  return  of  the  good  listener. 

Our  Cash  Management  Officers  are  consultants.  Not 
salesmen. 

They  won't  sell  you  a  system  you  don't  need.  That's  not 
the  way  we  do  business. 

Our  people  are  specialists  who  work  within  your 
industry  to  get  to  know  the  requirements  of  your  business 
almost  as  well  as  you  do. 

That's  how  you  get  a  cash  management  system  that 
fits.  Not  almost  fits.  Not  the  one  that  works  for  your  friend 
in  the  container  business.  But  the  one  that  works  for  you. 

We've  been  in  cash  management  longer  than  anybody. 
We  invented  the  lock  box  in  1947.  And  over  the  years  we've 
learned  a  lot. 

We  think  our  people  work  harder.  Dig  deeper.  Ask  more 
questions.  Spend  more  time  looking  for  that  right  fit. 

They  have  to. 

If  they  didn't,  you'd  take  your  business  somewhere  else. 
And  we  wouldn't  blame  you. 

A  fair  offer:  One  more  good  reason. 

We  want  to  show  you  just  how  good  we  are. 

At  your  request,  we'll  analyze  your  company's  cash 
management  system  and  give  you  an  impartial  view  of 
your  needs. 

If  your  system  is  doing  the  job,  we'll  tell  you  it's  doing 
the job. 

If  it's  not,  we'll  tell  you  what  should  be  done,  area  by 
area,  to  strengthen  your  position. 

In  cash  management,  as  in  banking,  we  hrve  to 
compete.  To  stay  in  front,  we  have  to  do  things  better.  We 
have  to  push  just  a  little  harder. 

If  that  way  of  looking  at  things  makes  sense  to  you,  we 
think  alike. 

Get  things  started.  Call  Merrill  Burns  at  (312)  732-3340. 


'he  First  National  Bank  of  Chicago  @ 
You  compete.  We  compete. 

The  First  National  Bank  of  Chicago,  Member  F.D.I.C,  is  a  subsidiary  of  First  Chicago  Corporation,  and  has  installations  in 

Amsterdam,  Athens,  Beirut,  Brussels,  Dublin,  Dusseldorf,  Frankfurt,  Geneva,  Jakarta,  Kingston,  London,  Madrid,  Mexico  City, 

Milan,  Nairobi,  Panama  City,  Paris,  Rome,  Sao  Paulo,  Singapore,  Sydney,  Tokyo  and  Toronto.  In  New  York:  First  Chicago 

j  International  Banking  Corporation.  First  Chicago  Leasing  Corporation:  installations  in  Chicago,  New  York,  London  and  Toronto. 


remainder  of  the  year— a  target  highly 
unrealistic  in  view  of  McDonald's  re- 
fusal to  franchise  and  its  emphasis  on 
expensive,  prime-centered  locations. 
Even  KFC,  which  continues  to  ex- 
pand faster  than  anyone  else  in  Ja- 
pan, is  slightly  behind  its  schedule 
that  calls  for  300  stores  by  1975. 
"We   think   the   fast-food    industry 

Bull  in  the  Hamburger  Shop 

In  April  of  1972  there  appeared  in 
Japan  a  book  with  the  unlikely  title 
of  The  Jewish  Way  of  Doing  Business, 
and  it  quickly  became  a  best-seller. 
The  author  was  an  aggressive,  flam- 
boyant Japanese  businessman,  Den 
Fujita. 

Writing  is  only  a  sideline  for  Fujita. 
At  47,  he  is  both  president  of  Mc- 
Donald's Co.  (Japan)  Ltd.  and  his 
own  trading  company,  which  imports 
into  Japan  luxury  items  from  the  U.S. 
Fujita  says  that  his  frequent  buying 
trips  to  the  U.S.  brought  him  into 
contact  with  many  Jewish  business- 
men and  his  book  grew  out  of  his  ad- 
miration for  them. 

Fujita's  trips  to  the  U.S.  also  led 
to  his  becoming  Japan's  "Hamburger 
King."  During  a  West  Coast  visit  in 
1968  Fujita  ate  his  first  McDonald's 
hamburger.  He  didn't  particularly  like 
the  taste  at  first,  but  he  was  impressed 
with  the  systemized  fast-food  method 
of  operation.  In  partnership  with  a 
local  baker,  Fujita  split  a  50%  share 
in  Japan  McDonald's,  with  the  U.S. 
firm  controlling  the  other  half.  Mc- 
Donald's has  23  stores  in  Japan  with 
volume  of  about  S13  million.  Fujita 
aims  for  a  100-store  chain  by  1975 
and  sees  a  $33-million-a-year  busi- 
ness by  1978. 

Fujita's  outspokenness  and  bragga- 
docio-style of  operating  have  earned 
him  the  ill  will  of  many  of  his  fast- 
food  colleagues.  Among  other  things, 
they  believe  his  flare  for  publicity 
and  frequent  comments  about  the  po- 
tential of  the  hamburger  market  in 
Japan  has  been  a  big  factor  in  the 
growing  competition  in  the  field.  "Ev- 
ery time  he  opens  his  mouth,"  says 
one  hamburger  competitor,  "some 
body  new  gets  into  the  business."  Fu- 
jita naturally  disagrees:  "As  far  as  I 
am  concerned,  there  is  no  competition 
for  us  in  Japan.  The  more  people  who 
get  into  this  business  selling  junk  ham- 
burgers will  only  prove  that  McDon- 
ald's is  the  best." 

Nor  is  Fujita's  optimism  dampened 
by  the  fact  that  many  of  Japan's  big 
meat-  and  food-processing  companies 
are  getting  into  the  hamburger  and 
fast-food  business.  Says  Fujita:  "Most 
big  companies  in  Japan  are  stupid. 
They  don't  know  how  to  run  a  busi- 


will  be  short-lived  in  Japan,"  says  Hi- 
romasa  Tago,  manager  of  the  food 
service  department  for  the  Mitsui 
trading  company.  "After  another  four 
or  five  years,"  he  continues,  "people 
will  get  tired  of  standing  around  in 
the  street,  eating  hamburgers  and  piz- 
za. It's  a  fad  that  will  wear  off." 
Mitsui   is    already   in    the    act   but 


not  on  the  fast-food  side.  It  has  a 
chain  of  sit-down  restaurants  togeth- 
er with  a  Japanese  restaurateur.  Mit- 
sui apparently  believes  the  Japanese 
are  too  civilized  to  adopt  on  any  large 
scale  the  U.S.  gulp-and-run  style  of 
eating.  Mitsui  may  be  right. 

Moral:   Don't  count  your  Japanese 
hamburgers  until  they  are  grilled.  ■ 


ness.  The  people  in  charge  assume  no 
responsibilities.  They  just  work  for  a 
salary.  That's  why  I  will  be  success- 
ful where  they  won't." 

Fujita's  outspokenness  has  report- 
edly caused  problems  for  him  with 
his  business  partners  and  landlords. 
One  Tokyo  department  store  recently 
rejected  a  bid  by  Fujita  for  a  store 
site— and  gave  it  to  a  McDonald's  com- 
petitor instead— because  of  what  a 
store  manager  described  as  Fujita's 
"overbearing  manner." 

Fujita's  determination  to  run  Japan 
McDonald's  the  way  he  likes  has 
reportedly  caused  tensions  with  his 
U.S.  boss  over  expansion  plans,  mar- 
keting and  franchising  policies.  (All 
McDonald's  Japan  stores  are  compa- 
ny-owned, which  Fujita  wants  to  con- 
tinue to  help  build  up  the  profit  base. 
The  U.S.  McDonald's  would  prefer 
franchised    outlets    to    accelerate    ex- 


pansion.) Moreover,  "personality  con- 
flicts" between  Fujita  and  his  Japa- 
nese partner,  Daiichiya  Baking,  led  to 
that  company  selling  hamburger  buns 
to  Lotteria,  McDonald's  archrival  in 
Tokyo's  current  "hamburger  war." 

There  have  been  other  problems, 
too.  Fujita  recently  found  McDonald's 
trademark  threatened  by  a  Japanese 
coffee  company,  which  is  selling  "Mae 
Hamburgers''  through  vending  ma- 
chines emblazoned  with  McDonald's- 
like  "Golden  Arches."  Fujita  is  fighting 
the  apparent  trademark  infringement 
in  court  and  is  confident  he  will  win. 

In  his  sixth-floor  Ginza  office,  Fu- 
jita keeps  a  spyglass  near  his  desk  so 
that  he  can  periodically  check  on 
business  at  the  McDonald's  sidewalk 
stand  a  few  blocks  away.  "Japan  is  an 
entirely  new  experience  for  McDon- 
ald's and  vice  versa,"  Fujita  says,  "but 
I  think  both  w  ill  profit  by  it." 


Den  Fujita  of  McDonald's  Japan 
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Can  you 

spot  the  car  with 

Rockwell 

International 

parts? 

You  can't  miss. 


We  have  parts  in  nearly  every 
car  made  in  America  today. 
We  make  springs  that  smooth 
your  car's  ride,  help  adjust  your 
seat  or  lock  your  doors.  We  make 
stainless  steel  wheel  covers  and  a 
wide  range  of  plastic  components. 

We're  a  volume  supplier,  sure. 
But  we're  also  known  as  an 
innovative  supplier. 

Take  bumpers,  for  example. 
We  made  America's  first  spring 
bar  bumper  in  1922.  Later,  we 
developed  the  techniques 
that  allowed  bumpers  to 
be  chrome  plated. 


And  now  we're  working  in  our  own 
Automotive  Technical  Center  on 
new  bumper  systems  to  improve 
impact  resistance. 

Rockwell  International  is  putting 
science  to  work  solving  everyday 
problems.  From  car  parts  to 
electronically-controlled  knitting 
machines  to  a  new  computerized 
phototypesetter. 

For  more  about  us  and  the 
markets  we  serve,  write  for 
a  copy  of  our  Annual  Report. 

Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  Pa.  15219. 


Rockwell  International -where  science  gets  down  to  business. 


Formerly  North  American  Rockwell 


We've  been 

long  enough 


We  have  the  greatest  over-ther-road  capa- 
bilities in  the  heavy  truck,  leasing  industry. 

And  yet,  some  people  only  think  of  Hertz 
Truck  for  small  and  medium-sized  rigs. 

They  don't  know  that  we're  big  in  big  trucks. 

That's  because  we  haven't  told  the  story 
jf  the  over  3,000  Hertz  Truck  people  who  see  to 
t  that  our  customers  get  not  only  the  trucks  they 
want  but  also  all  the  maintenance  they  need  plus 
the  extra  services  they  deserve. 

And  we  haven't  talked  about  our  nation- 
wide network  of  truck  fuel  and  maintenance 
acilities  that  effectively  and  efficiently  service 


our  customers'  needs. 

Our  rental  fleet  is  one  of  the  biggest  and 
most  modern  in  the  industry  including  strategic- 
ally located  tractor  pools  to  insure  our  customers 
of  the  essential  extra  equipment  they  need  during 
peak  business  periods. 

We've  also  been  too  quiet  about  our  Over- 
The-Road  Fleet  Service  Program  which  includes 
preparation  of  fuel  tax  reports,  an  emergency 
communications  system  and  a  comprehensive 
licensing  service. 

Because  of  all  these  things  we  lease  more 
than  just  trucks . .  .we  lease  peace  of  mind. 


Hertz  leases  Fords  and  other  sturdy  trucks.  For  further  information  on  Hertz  big  truck  leasing,  write: 
Edward  H.  Blickstein,  Vice  President  Sales,  The  Hertz  Corporation,  660  Madison  Avenue,  New  York  10021 . 

Hertz  is  tig 
in  tig  Trucks 
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Corporate  Capsules  from  A.H.  Robins 


Little  known  facts  about 

one  of  America  s  most  interesting 

and  diversified  companies 


Bring  'em  back  awake! 

Robins  has  a  unique  drug  which  African  veterinarians 
use  to  revive  anesthetized  wild  animals.  This  prevents 

them  from  becoming  victims  of  predators 
because  they  can  get  back  on  their  feet  quickly.  (In  humans 
this  drug  is  used  to  awaken  patients  after  surgery). 


A  novel  name! 

Monsieur  Daltroff,  founder  of 
Parfums  Caron,  got  the  name  for 

Shis  company  from  a  character 
in  one  of  Balzac's  novels, 
a  perfumer  named  Caron! 


Registered  in  black  and  white! 

The  familiar  black  and  white  design  of  the 

Chap  Stick®  Lip  Balm  tube  is  so  distinctive 

and  so  well  known  in  this  country  that  the 

Government  has  allowed  this  color  combination 

to  be  registered  with  the  Patent  Office 


The  puppy  boom! 

The  number  of  dogs  in  the  United  States 
has  increased  34%  in  just  six  years. 
No  wonder  over  40  million  Sergeant's* 
Flea  Collars  have  been  sold  since 
they  were  first  marketed  in  1963! 


A  diversified  international  corporation    in  more  thai 

AH  Robins  Company,  Richmond,  Va  23220 


AH-ROBINS 


Don't  Shoot,  They're  Our  Allies 


In  fighting  the  Trade  War,  the  U.S.  may  have 

to  turn  a  blind  eye  on  at  least  part  of  Canada's  trade  surplus. 


Along  the  corridors  of  power  in 
Ottawa  these  days  the  word  is  that 
Canada  need  not  fear  the  Nixon- 
Shultz  trade-and-tariff  package. 

Isn't  Canada,  after  Japan,  the  worst 
offender  in  building  up  persistent 
trade  surpluses  at  the  U.S.'  expense? 

In  just  four  years  Canada  has  out- 
sold us  by  almost  $7  billion.  In  all, 
$27  billion  in  goods  and  materials 
last  year  trundled  across  our  northern 
border,  the  largest  exchange  yet  be- 
tween any  two  countries.  Imports 
from  Canada  in  1972  rose  a  hefty 
17%  to  $14.9  billion,  nearly  two-thirds 
more  than  we  bought  from  Japan  and 
almost  as  much  as  we  took  from  the 
whole  of  Western  Europe.  In  return, 
Canada  bought  $12.5  billion  worth 
from  us,  leaving  a  gap,  in  their  favor, 
of  over  $2  billion. 

The  pace  is  not  slowing.  Canada's 
world  exports  in  the  first  months  of 
1973  raced  ahead  24%  with  fully  two- 
thirds  of  that  gain  made  in  the  U.S., 
as  we  hungrily  imported  more  Cana- 
dian auto  products,  lumber  and  oil. 

The  Canadians  make  no  apologies 


for  the  trade  gap.  Canadian  Export 
Association  President  James  McAvity 
explains:  "It's  not  a  question  of  our 
guys  getting  increasingly  aggressive 
or  smart,  it's  just  the  demand  factor." 
This  spring  Trade  Minister  Alastair 
Gillespie  bluntly  stated  that  a  U.S. 
trade  deficit  in  the  past  does  not  mean 
"there  is  now  some  sort  of  manifest 
destiny  for  the  U.S.  to  have  a  trade 
surplus  with  us  in  the  future." 

Warned  Gillespie:  "Your  country 
may  be  in  a  deficit  position  on  the 
trade  account  with  us  for  some  time." 

Canadians  don't  see  it  the  way  we 
do.  Government  officials  in  Ottawa 
repeatedly  told  Forbes,  you  should 
not  just  look  at  the  trade  account, 
but  at  the  whole  current  account- 
trade  plus  invisibles  like  shipping 
costs  and  insurance  and  investment 
income.  That  shows  Canada  with  a 
$447-million  deficit  with  the  U.S.  in 
1972.  "Thank  goodness,"  said  a  Ca- 
nadian government  spokesman,  "that 
with  Shultz  replacing  Connally,  some- 
body in  Washington  understands  this 
type  of  arithmetic." 


What  turns  a  surplus  into  a  deficit? 
Mainly  the  $1  billion  paid  in  interest 
and  dividends  to  U.S.  investors  who 
now  own  54%  of  all  Canadian  com- 
panies with  assets  above  $25  million. 
So  if  U.S.  investors  want  a  return 
on  their  money,  goes  a  current  Ca- 
nadian refrain,  they  had  better  cover 
those  dividends  by  buying  Canadian 
goods.  And  to  Canadians  that  does 
not  mean  more  crude  oil  and  less 
manufactured  products.  Canada  has 
struggled  for  11  years  to  boost  its 
sales  of  manufactured  products  from 
16%  to  50%  of  all  its  exports. 

Canada  needs  those  manufacturing 
jobs.  It  has  a  minority  government,  a 
6%-plus  unemployment  rate  and  the 
fastest-growing  labor  force  in  any  in- 
dustrialized nation. 

The  fact  remains:  What  is  good 
for  Canada  is  not  necessarily  good 
for  the  U.S.  Treasury  Secretary  Shultz 
has  already  had  to  fire  the  first  warn- 
ing shots— an  estimated  6.6%  counter- 
vailing duty  on  Michelin  tires  sent 
from  Nova  Scotia  to  the  U.S.  One  in 
seven  dumping  cases  being  probed 
by  the  U.S.  affects  Canada.    . 

And  what  about  the  Auto  Pact,  a 
major  irritant  that  senators  like  Louisi- 
ana's Russell  Long  want  abolished? 
Signed  in  1965  to  avoid  a  tariff  war, 
the  pact  guarantees  Canadian-based 
carmakers    a    greater    share    of    the 


1965 


1966 


1967 


1968 


1969 


1970 


1971 


1972 


Whether 
you 

are... 


Mowing  your  lawn  in  the  rain  in  Australia  with  a 
Victa  mower  that  mows  neatly  whether  the  grass  it 
cuts  is  dry  or  dripping  wet . . . 

Impressing  your  friends  in  Germany  with  a  Rowenta 
Solartronic  table  lighter  that  draws  electrical  energy 
from  the  sun  for  its  batteries  .  .  . 


Baking  a  cake  in  the  United  States  faster  and 
with  less  use  of  fuel  in  a  Cook  'N  Clean  frypan 
that  disassembles  for  complete,  quick  and 
easy  cleaning  . . . 


Making  delicious  coffee  in  Brazil  simply  and 
easily  with  a  Sunbeam  automatic  electric 
expresso  maker  .  .  . 


Grilling  steak  deliciously  in  England 
with  a  Rima  infra  red  grill  that  sears 
the  surface  quickly  to  seal  in  flavor 
and  juices,  then  cooks  fast .  .  . 

Styling  your  hair  in  Canada  with  a 
Mist  Stick  mist  styler  that  curls 
straight  hair  or  straightens  curly  hair 
with  equal  ease  .  .  . 


Shearing  sheep  or  clipping  farm  animals  almost 
anywhere  in  the  world  with  Stewart  equipment 


Your  life  is  being  made  easier  or  more  pleasant  with  an  innovation 
from  a  worldwide  leader  in  small  appliances,  Sunbeam  Corporation. 

But  Sunbeam  is  more  than  just  a  maker  of  small  appliances.  It  is  an 
international  corporation  with  21  plants  in  12  countries  other  than  the 
U.  S.,  and  34%  of  its  sales  overseas.  It  is  a  supplier  of  air  and  water 
pollution  control  equipment;  industrial  furnaces;  automotive  equipment; 
ice  cube  makers;  walk-in  coolers,  freezers  and  refrigerated  warehouses, 
to  the  U.  S.  and  the  world  through  its  subsidiaries. 


\imbea/m 


built  with  integrity 
backed  by  service 


Sunbeam  Appliance  Company,  a  division  of  Sunbeam  Corporation 

©Sunbeam,  Rowenta,  Stewart    TM  Victa,  Cook'N  Clean,  Mist  Stick,  Rima    ©1973,  Sunbeam  Corporation 


whole  North  American  market.  The 
pact  has  been  a  big  dollar-earner  for 
Canada  ever  since  the  Big  Three  car- 
makers opted  to  build  small  cars  like 
the  Vega,  Dart  and  Maverick  north 
of  the  border.  U.S.  firms  since  1967 
have  poured  close  to  $1.3  billion  into 
Canadian  car  and  parts  plants,  dou- 
bling Canadian  employment  in  the 
auto  industry  since  1960. 

But  this  is  the  area  where  Canada 
is  most  vulnerable.  Before  its  Parlia- 
ment now  is  a  proposal  to  reduce 
corporate  income  tax  to  40%  from 
49%  and  allow  a  two-year  write-off  on 
new  plant  and  equipment.  The  aim  is 
to  stimulate  plant  building  in  Canada. 

However,  retribution  is  at  hand.  Of 
Canada's  exports  to  the  U.S.,  roughly 
50%  are  made  by  U.S. -owned  firms. 
Last  month  the  Nixon  Administration 
unwrapped  its  own  tax  plan  to  slap 
extra  taxes  on  U.S. -based  companies 
that  use  foreign  subsidiaries  to  boost 
exports  to  the  U.S.  while  benefiting 
from  foreign  tax  concessions. 

"The  two  tax  plans  could  under- 
mine the  whole  Auto  Pact,"  says  Ed- 
ward Broadbent,  New  Democratic 
Member  of  Parliament  for  Oshawa, 
Ont.,  the  headquarters  town  for  Gen- 
eral Motors  of  Canada,  where  60%  of 
the  cars  made  are  for  sale  in  the  U.S. 
Adds  Broadbent,  "It  puts  the  whole 
manufacturing  sector  which  is  Amer- 
ican-owned under  the  gun." 

To  avoid  the  blast,  Canada  may 
have  to  make  concessions  on  the  Auto 
Pact.  Will  Canada  do  anything  else 
for  the  U.S.?  Replies  an  External  Af- 
fairs official  laconically,  "We  could 
double  the  allowance  for  tourists 
shopping  abroad,  but  that  would  only 
yield  an  extra  $40  million  a  year  to 
the  U.S.  Hardly  worth  mentioning." 

But  there  is  one  thing  Canada  can 
do  for  the  U.S.  Canada  can  support 
the  Nixon  campaign  to  get  trade  bar- 
riers lowered  throughout  the  world. 

With  Britain  in  the  Common  Mar- 
ket and  the  Commonwealth  prefer- 
ence ended,  Canada  makes  a  natural 
ally  for  the  U.S.  against  Europe's 
farm  policy,  which  blocks  wheat  and 
barley  from  both  countries.  Against 
Japan,  which  is  happy  to  sell  Canada 
$775  million  in  TV  sets  and  otlin 
job-making  products,  but  only  buys 
back  manufactured  goods  worth  $27 
million.  Against  100  or  more  non- 
trade  barriers,  such  as  quotas  and 
product  standards  erected  by  other 
nations,  that  keep  North  American 
goods  at  bay. 

The   price    of    getting    a    solid    ally 

for  next  September's  GATT  t .i Ik-,  maj 
be  to  resist  knocking  the  stuffing  out 

of  Canada  light  now.  Canada  knows 
that.  And  that's  why  Canada  is  not 
really  going  to  bo  humble  when  the 
U.S.  starts  putting  on  the  pressure.    ■ 
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Why  some  companies 
move  faster  than  others. 


The  long 


and  the  short  of  it 


Inefficiency  is  the  thief  of 
time.  Money.  And  morale. 
For  instance.  If  you're  still 
doing  paperwork  by  hand, 
here's  just  one  example  of 
what  can  happen: 

Somebody  has  to  type  all 
those  addresses; 


fold  whatever  you're  send- 
ing; 


insert    them    into    the    en- 
velopes. 


and  (ugh)  lick  all  those  en- 
velopes; 


and  (ugh  again)  lick  that 

many  stamps; 

stick  the  stamps; 

and  stack  the  envelopes. 


And  what  do  you  get? 
Bored  people  and  slow 
paperwork. 

And  it  could  be  happening 
all  over  your  company 
right  now. 

And  that's  too  bad,  be- 
cause paper  is  money. 
And  slow-moving  paper 
can  cause  hardening  of 
your  financial  arteries. 
After  all,  the  faster  your 
bills  and  orders  and  in- 
voices go  out,  the  faster 
you  get  results  back.  Think 
about  that. 


The  easy  way  is  also  the 
efficient  way.  Pitney  Bowes 
designs  a  system  just  for 
you  in  which: 

Our  Addresser-Printer  im- 
prints the  addresses; 


our    Folder-Inserter   folds 
and  inserts  in  a  flash; 


our  Postage  Meter  auto- 
matically prints  the  right 
postage,  seals  and  stacks. 


If  you'd  like  your  company  to  start 
moving  faster,  no  matter  how  much 
or  how  little  paperwork  you 
handle,  write  Pitney  Bowes,  1788 
Pacific  Street,  Stamford,  Conn. 
06904  or  call  one  of  our  190  offices 
throughout  the  U.S.  and  Canada. 
Postage  Meters,  Mailing  Equipment, 
Copiers,  Counters  and  Imprinters, 
Addresser-Printer..  Labeling  and 
Marking  Systems. 


p  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


Get  the  details  in  this 
latest  study  of  25  new  plants 

The  thirteenth  edition  of  Cost 
Data  on  Industrial  Buildings  in 
Georgia  contains  information  on 
25  recently  constructed  plants. 
There's  a  photograph  of  each 
building,  along  with  specifica- 
tions and  detailed  cost  break- 
downs. If  you  are  concerned 
with  locating  new  industrial 
plants,  you'll  find  this  latest 
study  of  construction  costs  in 
Georgia  an  interesting  and  use- 
ful reference.  May  we  send  you 
a  copy?  No  cost  or  obligation, 


=a^iM^mmimtU,u"  ' "  l^^^_ 


EXAMPLE:  This  fine  plant  of 
72.000  sq.  ft.  cost  only  $6.53  per 
sq.  ft.,  including  special  process 
piping  and  paving.  Financed  in 
part  by  local  development  cor- 
poration. 

J.  W.  Talley,  Jr.,  Vice  President 

Georgia  Power 
Company 


Plant  Location 
Assistance 


Nationwide  Network 


INDUSTRIAL 

DEVELOPMENT  DEPARTMENT 

BOX  4M5  C 

ATLANTA,  CA.  30302 

PHONE:  404  521-3400 


World's  Armorer 


Selling  arms  has  its  troubles,  too. 

Almost  in  spite  of  itself,  the  U.S.  has 
a  huge  and  growing  export  market 
in  military  hardware.  In  the  fiscal 
year  to  June  30  military  exports— ac- 
tual sales,  not  military  aid— will  hit  ,an 
estimated  $3.8  billion,  says  the  Penta- 
gon. Last  fiscal  year  exports  were 
$3.4  billion,  and  $2.1  billion  the  year 
before  that.  This  is  pure  gain  for  the 
balance  of  payments  because  the  U.S. 
imports  almost  no  military  equipment. 

Here,  too,  our  lead  may  be  eroding. 

Forbes  spoke  with  William  P.  Clem- 
ents Jr.,  the  former  chairman  of  Dal- 
las' oil-driller  Sedco  Inc.,  who  took 
over  as  Deputy  Secretary  of  Defense 
in  January  and  is  now  acting  head. 
We  asked  Clements  if  the  high  costs  of 
our  fighter  aircraft  weren't  pricing 
the  U.S.  out  of  foreign  markets,  leav- 
ing the  field  to  such  as  France's  Das- 
sault with  its  Mirage  fighters. 

Clements  conceded  the  U.S.  may 
not  be  competitive  with  the  troubled 
F-14  that  Grumman  is  building  for 
the  Navy.  On  a  present  production 
basis,  the  F-14  is  supposed  to  cost  $16 
million  each,  and  nobody  really  be- 
lieves it  will  be  built  that  low.  That's 
the  equivalent  in  cost  of  five  or  six 
Mirage  jets.  "That  plane  is  replacing 
the  F-4,"  says  Clements.  "If  we  are 
talking  about  selling  in  the  interna- 
tional market,  then  we  must  convince 
our  customers  that  advantage  is 
there."  As  the  military  has  a  tough 
time  convincing  the  U.S.  Congress 
that  the  plane  is  worth  it,  the  outlook 
for  impressing  foreign  buyers  is  none 
too  good.  Especially  so  since  the  F-4, 
the  plane  the  F-14  is  to  replace,  costs 
only  $3  million  to  S4  million. 

Later  Clements  indicated  that  it's 
possible  to  build  a  lightweight,  low- 
cost  fighter  suitable  for  world  markets, 
but  he  was  vague  on  the  point. 

What  are  we  selling?  Aircraft  make 
up  some  40%  of  U.S.  military  sales, 
followed  by  tanks,  guns,  armored  ve- 
hicles, missiles,  ammunition,  etc.  To 
whom?  First  of  all  to  West  Germany, 
which  took  $2  billion  worth  in  fiscal 
years  1969  to  1972,  then  to  Israel, 
which  bought  S1.8  billion,  and  third 
to  Iran  ($1.25  billion).  Saudi  Arabia 
purchased  $386  million  worth,  and 
total  sales  in  those  years  amounted 
to  ST. 8  billion. 

There  is  a  problem  ill  treating  mili- 
tary hardware  as  a  dependable  ex- 
port market.  The  U.S.  must  be  In- 
fluenced more  by  political  than  com- 
mercial considerations.  Foi  example. 
the  Congress  decided  a  lew  years  ago 
to    take    the    U.S.    out    of    the    South 


Clements  or  Defense 

American  military  equipment  market; 
we  let  the  juntas  shop  elsewhere. 

By  conservative  estimates,  the  U.S. 
has  turned  down  $300  million  worth 
of  such  business  in  the  past  four  years. 
A  good  piece  of  this  was  picked  up 
by  France's  Marcel  Dassault,  which 
has  sold  $200  million  worth  of  Mirage 
fighters  in  Latin  America.  Elsewhere, 
the  Russians  are  on  the  scene,  not 
only  arming  their  Egyptian  and  Syrian 
allies  but  offering— with  no  takers  so 
far— their  YAK-40,  a  small  plane  de- 
signed to  replace  the  U.S.'  C-46  and 
C-47  passenger-cargo  planes. 

Military  sales,  moreover,  can  spill 
over  into  commercial  sales.  Fiance, 
for  example,  has  picked  up  some  com- 
mercial communications  business  in 
Argentina  as  an  outgrowth  of  mili- 
tary sales.  Similarly  in  Brazil,  Fiance 
has  landed  a  SbO-million  order  for  an 
air  traffic  control  system. 

Politically,  the  arguments  arc  OVO 
whelming  against  the  I'.S.  selling 
dangerous  weapons  to  countiics  which 
have  better  uses  for  their  money.  The 
whole  relationship  underscores  the 
difficulties  of  being  in  the  arms  1  nisi 

ncss  and  trying  to  play  a  responsible 

role  in  world  politics. 

With  the  domestic  market  shrinking 
and  the  foreign  market  so  complicated, 

the  defense-aerospace  industry  prob 
ably  faces  additional  shrinkage.  Clem 
cuts    concedes    there    are    too    many 

companies,    lie  likens   the  situation   to 
his  own  oil-drilling  business,   so  pins 
pcrous   today.   "In   the   drilling   indus- 

trj  in  the  l('r)<K  there  were  3,500  rigs 
in  the  rv  alone;  2,400  -l  them 
stayed  active.  Toda)  then  an  1,000 
ol  them,  all  active.  The  ones  who  were 
lean  and  hungry  sm\  ived."  ■ 


138 


FORBES,   MAY    15.    1973 


"InVirginia 

we  do  business  at  the 

what-cha-ma-call-it 

bank? 


We're  constantly  being 
confused  with  other  banks. 

Around  here  you  find  names 
like  United  Virginia  Bankshares 
Incorporated  [that's  us).  And 
Virginia  National  Bank.  And  Bank 
of  Virginia  Company.  And  First 
Virginia  Bankshares  Corporation. 
And  First  and  Merchants 
Corporation.  And  Fidelity  American 
Bankshares,  Inc.  And  Dominion 
Bankshares  Corporation. 

You  need  a  scorecard  to  keep 
them  straight. 

One  way  to  avoid  the  problem 
is  to  remember  some  facts  about 
us.  Just  say: 

"In  Virginia  we  do  business 
with  the  biggest  banking  system  in 
the  state'.' 

"In  Virginia  we  do  business 
with  the  banking  system  that  has 
more  corporate  accounts  than  any 
other  in  the  state'.' 

"In  Virginia  we  do  business 


with  the  banking  system  that  over 
1 00  of  Fortune's  500  do  business 
with'.' 

"In  Virginia  we  do  business 
with  the  banking  system  that  has 
the  largest  legal  lending  limit  to  any 
one  borrower." 

We're  also  the  banking  system 
with  the  largest  staff  of  commercial 
division  officers  and  the  largest 
number  of  correspondent  banks 
in  the  state. 

Now  that  you  know  all  this 
about  us,  maybe  you'd  like  to  do 
business  with  us. 

And  you  won't  have  to  call 
Mr.  Who-cha-ma-call-it.  Deal 
directly  with  our  President. 

Write  or  phone 
Mr.  K.A.Randall,  President, 
United  Virginia  Bankshares 
Incorporated,  900  East  Main 
Street,  Richmond,  Va.  23219. 
Tel.  703-771-5000. 

United  Virginia  QI 

More  than  a  bank 


United  Virginia  Bank/Citizens  &  Marine  ■  United  Virginia  Bank  of  Fairfax  •  United  Virginia  Bank/First  &  Citizens  National  ■  United  Virginia  Bank/First  National  '  United 

Virginia  Bank/National  Valley  ■  United  Virginia  Bank/ Rockbridge  ■  United  Virginia  Bank/Seaboard  National  ■  United  Virginia  Bank/Security  National     United  Virginia 

Bank/Spotswood     United  Virginia  Bank  •  United  Virginia  Bank  of  Williamsburg  •  Peoples  National  Bank  of  Manassas  '  Members  F.D.I. C  '  United  Virginia  Bank  Interna- 

il  •  United  Virginia  Mortgage  Corporation  •  United  Virginia  Factors  Corporation  ■  Capitolme  Investment  Services,  Incorporated  ■  United  Virginia  Leasing  Corporation. 


IBM:  The  Price  of  Success 


In  different  forms,  IBM  faces  the  same  problem 
in  Europe  that  it  does  in  the  U.S. 


'That's  FUNNY.  You  don't  look  Eu- 
ropean." In  so  many  words,  this  is 
what  European  governments  have 
been  saying  to  International  Business 
Machines  Corp. 

IBM  has  a  very  strong  rejoinder: 
"We  have  plants  in  all  the  major  Eu- 
ropean countries,  employ  tens  of 
thousands  of  nationals.  Most  of  our 
top  executives  there  are  European. 
Thanks  to  IBM  marketing  and  tech- 
nology, the  latest  in  computers  is 
available  to  everyone  on  the  Con- 
tinent west  of  the  Iron  Curtain— and 
to  a  large  degree  east  of  it  as  well. 
Europeans  sit  on  our  board  of  direc- 
tors and  are  free  to  buy  our  stock. 
"What  more  do  you  want?" 
IBM  World  Trade  is  far  and  away 
Europe's  biggest  computer  company. 
It  has  70%  of  a  market  that  is  now 
only  half  as  big  as  the  U.S.   market 


but  is  growing  twice  as  fast.  So,  Eu- 
rope looms  large  in  IBM's  future. 
IBM  can't  afford  to  lose  ground  there. 
For  example,  IBM  Germany  alone 
probably  contributed  135?  of  IBM's 
worldwide  profits  last  year.  World 
and  market  share  figures  depend  on 
whom  you  talked  to  last.  Companies 
demur  on  market  penetration  just  as 
women  over  40  prefer  not  to  discuss 
age.  But  the  tables  below  and  on 
page  142  give  a  good  approximation. 
A  good  many  Europeans  are  dis- 
turbed by  this.  Their  governments  are 
subsidizing  local  computer  companies, 
companies  which,  on  their  own,  would 
not  be  able  to  stand  up  to  IBM. 
What  worries  IBM  is  not  the  size  or 
nationality  of  competitors,  but  rath- 
er the  injection  of  political  factors 
into  the  economic  and  technological 
situation.  For  example: 


The  Big  Time 

It's  ten  against  IBM.  Even  so,  can  the  Lilliputians 
conquer  a  giant  whose  kingdom  is  half  the  world? 


Company 


Total 

Net 

Earnings 

Share  of 

Share  of 

Sales 

Income 

Per 

World 

Euro          Sales  in 

(millions) 

(millions) 

Share 

Market 

Market     Computers 

Burroughs 

1972 
1971 

$1,040 
933 

$      87.5 
74.2 

$  4.71 
4.03 

2.6o/o 

2.00/c 

440/o 

Cll 

(est.)  1972 
1971 

163 
111 

1.0 
1.0 

NA 
NA 

0.3 

1.0 

(est.)  100 

Control  Data 

1972 
1971 

1,151 
1,044 

62.4 
35.8 

4.06 
2.37 

3.3 

1.5 

55 

Honeywell 

1972 
1971 

2,125 
1,946 

82.3 
69.3 

4.38 
3.88 

7.6 

13.0 

50 

IBM 

1972 
1971 

9,532 
8,274 

1,279 
1,079 

11.03 
9.38 

53.6 

55.0 

79 

ICL 

1972 
1971 

363 
355 

2.3 
12.5 

0.07 
0.42 

6.4 

7.5 

(est.)  100 

NCR 

1972 
1971 

1,558 
1,466 

d59.6 
1.3 

d2.68 
0.04 

2.1 

2.5 

25 

Nixdorf 
Computers  A| 

1972 
[.         1971 

99 
86 

5.8 
5.3 

Privately 
Owned 

NA 

NA 

100 

Philips 

1972 
1971 

6,643 
6,040 

239 
147 

1.77 
0.83 

0.6 

1.0 

(est.)  4 

Siemens  Ag. 

1972 
1971 

3,800 
3,675 

102.7 
59.5 

2.00 
1.75 

2.1 

6.0 

12 

Sperry  Rand ' 

(est.)  1972 
1971 

2,200 
1,824 

85.8 
60.8 

2.50 
1.77 

6.0 

6.0 

48 

Others 

15.4 

4.5 

Source:   IDC  Europe  and  London 
•Year  ended  Mar.   31.   d-Delici 

inancia!  Times 

•  The  British  government  tells 
Glasgow  University  to  cancel  hopes 
for  IBM  computers.  Take  them  from 
International  Computers  (Holding) 
Ltd.  instead.  And  ICL  is  the  only 
company  allowed  to  bid  for  95%  of 
Britain's  central  and  local  government 
computer  hardware  needs;  govern- 
ment is  10%  of  the  British  market. 

t  •  The  French  government's  Plan 
Calcul  created  Compagnie  Interna- 
tionale pour  rinformatique  after  first 
General  Electric  and  then  Honeywell 
took  over  French  computermaker  Ma- 
chines Bull.  Paris  pumped  $100  mil- 
lion into  Cll  during  its  first  five  years, 
and  is  still  priming  the  pump. 

•  Reportedly,  the  German  federal 
government  has  issued  a  directive 
that  by  1975  IBM's  share  of  the  Ger- 
man government  market  must  drop 
from  its  present  80%  to  60%. 

•  IBM  won  a  Swedish  contract  for 
$4.5  million  only  to  lose  it  to  Sweden's 
Saab-Scania  after  a  round  of  heavy 
local  politicking. 

"I  can  only  sa)  this,"  Frances 
Maurice  Allegre,  Plan  Caleul's  ad- 
ministrator, told  Forbes,  "that  if  any 
country  outside  the  U.S.  wants  its 
computer  industry  to  grow  into  a 
significant  industry,  that  country's 
government  has  to  support  it." 

Dr.  Hans  Donth,  the  German  gov- 
ernment's computer  industry  aid  man 
in  Bonn,  told  Fohbes  that  the  Ger- 
man aim  was  to  "create  a  well-bal- 
anced competitive  situation  in  this 
rapidly  growing  computer  market." 
Translation:  We  intend  to  cut  back 
IBM's  share  of  the  German  market. 

A  British  governmental  "select 
committee"  studying  the  computer 
industry  added  another  note:  "We 
do  not  consider  continued  depen- 
dence on  imports  from  the  U.S.  on  so 
large  a  scale  is  in  the  national  in- 
terest. To  fail  to  produce  an  indige- 
nous industry  would  expose  the  conn 
try  to  the  possibilities  that  industrial, 
commercial,  strategic  or  political  de- 
cisions made  in  America  could  heavily 
influence  our  ability  to  manufacture, 
to  trade,  to  govern  or  to  defend." 

The  Directorate  General  for  In- 
dustry in  the  European  Economic 
Communit)  lias  recommended  merg- 
ing all  European  computer  producers 
into  a  single  marketing  entity  by 
1980  to  compete  against  IBM.  This 
trend  toward  cross- Kuropcan  mergers 
is  already  under  way.  Siemens  and 
CII  in  January  signed  an  agreement 
in  which  Siemens  takes  o\ei  (Ill's 
German  operations  and  ('II  runs  the 
Siemens  entities  in  France.  Holland's 
Philips  is  supposed  to  fit  into  the 
scheme  initial!)  1>\  handling  Sie- 
mens' and  Gil's  products,  and  e\en 
tually.  through  a  union  ol  interests, 
they     would     present      an     across  the 
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Making  changes 
on  purpose 

When  you're  a  leader  in  a  booming  market  like  recreation, 
you  have  to  be  able  to  manage  change.  That  takes  forward-looking 
people.  People  who  are  restless  enough  to  push  for  change.  But 
professional  in  their  approach  to  change. 

The  future  at  Mercury  Marine  is  built  on  a  solid  line  of 
outstanding  recreation  products:  outboard,  inboard,  and  stern 
drive  marine  propulsion  systems  with  leadership  that's 
recognized  worldwide;  and  snowmobiles  that  challenge  all 
comers.  Progressive  engineering  and  product  development. 
Innovative  marketing. 

It's  all  here  at  Mercury  Marine.  Products  and  service  that 
keep  changing  for  the  better.  And  an  opportunity  for  growth  that 
you  can  share  in.  We  invite  you  to  find  out  about  our  products. 
And  find  out  about  our  franchise  opportunities. 

If  you're  a  purposeful  individual  ready  for  change,  write  us: 
The  Restless  Company,  Box  1 197,  1939  Pioneer  Rd.,  Fond  du  Lac, 
Wisconsin,  54935. 


z      restless 
company 


mmcunv 


iZG* 


■Ulli.'i.'.  i1, i— 


(X^^hjr 
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fv 


Mercury  Outboards  from  4  to  150  HP.  MerCruiser  Stern  Drives  from  120  to  255  HP.  MerCruiser  Inboards  from  225  to  325  HP. 
Mercury  Snowmobiles  from  440  to  644  cc.  Mercury  Marine/Division  of  Brunswick  Corporation, 
Fond  du  Lac.  Wisconsin/Canada/Australia/Belgium 


board  challenge  to  IBM. 

But  what  are  they  getting  if  they 
pet  each  other?  At  the  moment,  not 
much.    Combined,   they  would   make 

a  $  I  -billion  computer  company— about 
the  si/.e  of  Honeywell.  But  they  are 
a  long  way  from  combined. 

Siemens:  The  second-largest  Ger- 
man corporation  ($2.5-billion  sales) 
after  Volkswagen  is  the  nation's  big- 
gest electrical  equipment  manufac- 
turer. Already  selling  and  manufac- 
turing worldwide,  Siemens  has  a  glo- 
bal computer  gleam  in  its  eye  too, 
besides  seeing  computers  as  essential 
to  its  manufacturing  and  telecommu- 
nications interests. 

Originally  in  league  with  RCA  for 
manufacturing  and  computer  know- 
how,  Siemens  felt  badly  betrayed 
when  RCA  backed  out  on  very  short 
notice.  "We  had  expected  to  break 
even  in  1971,"  Dr.  Max  Giinther, 
head  of  Siemens'  $250-million-sales 
computer  division,  told  Forbes,  "but 
RCA  left  the  computer  field."  Siemens 
is  still  pumping  millions  of  dollars  in- 
to research  and  development— with 
side  excursions  like  buying  up  U.S.- 
based  Computest  Corp. 

Philips:  The  $3.7-billion-sales  elec- 
trical and  electronics  equipment  man- 
ufacturer of  Eindhoven,  Holland,  got 
into  computers  by  making  them  for 
itself,  and  into  the  small  computer 
end  of  the  market  by  buying  German 
office  computermaker  Siemag.  Philips 
has  been  consistently  pouring  more 
into  computers  than  it  has  been  tak- 
ing out,  enjoys  preferential  treatment 
in  Holland— and  in  Belgium,  too,  be- 
cause it  set  up  a  manufacturing  plant 
there. 

CII:  Gaullist  France  nearly  had 
apoplexy  in  1964  when  General  Elec- 
tric bought  Machines  Bull,  France's 
only  major  computermaker.  The  re- 
sult was  Plan  Calcul,  the  French  gov- 
ernment computer  effort  that  took 
two  tiny  scientific  and  industrial  com- 
puter firms  and  force-fed  millions  of 
dollars  into  them   as  CII,  hoping  to 


Cassani  of  IBM  Europe 

create  a  viable  competitor— a  bit  like 
trying  to  make  pate  de  foie  gras  out  of 
hummingbird  liver.  CII's  Chairman 
Michel  Barre,  looking  back  on  1972 
sales— up  25%  at  $160  million— could 
only  report  profits  at  not  much  higher 
than  1971's  SI  million. 

ICL:  Britain's  ICL  has  at  least  one 
distinction:  It  has  held  IBM  at  bay 
in  the  U.K.,  where  each  has  about 
40%  of  the  market.  Elsewhere  in  the 
world,  however,  lacking  British  gov- 
ernment protection,  ICL  is  virtually 
nowhere.  Profits  plunged  81%  in  1972 
on  a  2%  sales  gain. 

Nixdorf:  Heinz  Nixdorf's  little  firm 
is  the  liveliest  entity  in  the  global 
computer  market.  It  has  doubled  sales 
twice  in  the  last  four  years  to  $99 
million  in  1972.  And  it  has  moved 
deeper  into  the  U.S.,  by  buying  Vic- 
tor Comptometer,  and  into  big  com- 
puters with  an  AEC-Telefunken  merg- 
er. Nixdorf  is  a  good  marketing  man 
who  can  spot  nit  lies  for  his  products. 


American  Pie 

No  matter  how  you  slice  it,  U.S.  knowhow  takes  the  prize  in  all  four 
major  European  markets. 
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Wouldn't  it  make  sense  for  these 
smallish  companies  to  form  one  or 
more  joint  ventures  with— or  even 
merge  with— one  of  the  smaller  U.S. 
computer  companies?  It  might  make 
economic  sense.  But  it  wouldn't  make 
political  sense.  Last  year  Burroughs 
(and  later  Univac)  tried  to  buy  into 
ICL.  Prime  Minister  Heath  said  no. 
How  could  he  tell  France's  President 
f  Pompidou  that  he  had  sold  out  his 
computer  business  to  the  Americans? 

As  for  the  much-planned  intra- 
European  merger,  it  is  probably  a 
decade  or  more  away.  Meanwhile, 
the  governments  concerned  may  well 
weary  of  the  subsidies,  and  their 
citizens  may  weary  of  the  restrictions. 
"The  fallacy  in  the  European  ap- 
proach," says  Honeywell  Chairman 
James  Binger,  "is  that  they're  attempt- 
ing through  subsidies  to  shore  up  a  sit' 
uation  not  naturally  sound.  They're 
living  in  a  sort  of  dream  world." 

Could  all  this  lead  to  attempts  to 
break  up  IBM  in  Europe— or  separate 
the  European  operations  from  the 
rest?  It  wouldn't  work.  That's  because 
IBM  is  a  clever  corporate  mix  of  na- 
tional entities  and  global  divisions. 
For  example,  everyone  pools  profits 
in  order  to  share  research.  So  if  a 
European  country  nationalized  its 
local  IBM,  that  country  would  end 
up  with  a  factory  or  two,  a  product 
or  two.  Nothing  more.  No  access  to 
global  research,  to  global  marketing 
or  to  IBM  products  other  than  those 
being  made  locally. 

So,  what  is  IBM  worried  about?  It 
is  chiefly  worried  lest  the  European 
computer  companies  turn  out  to  be 
flops.  That  might  serve  to  increase 
the  political  heat  on  IBM.  "Speaking 
as  a  European,  and  an  IBMer."  says 
Swiss-born  Kaspar  Cassani.  co-head 
of  IBM  Europe,  "I  am  a  believer  in, 
and  supporter  of,  European  govern- 
mental assistance  to  the  domestic 
computer  manufacturers."  By  the 
same  token,  IBM  at  home  in  the  U.S. 
—while  competing  full  steam— wishes 
its  smaller  domestic  competitors  well. 

That  is  the  irony  of  the  situation. 
IBM's  basic  problem  is  the  same  both 
at  home  and  abroad;  a  political  prob- 
lem, not  an  economic  one.  At  home, 
IBM  is  threatened  with  antitrust;  in 
Europe,  with  government-nurtured 
competition. 

And  yet  the  logic  <>1  the  computer 
business  ma\  well  call  for  an  indus- 
try much  as  we  have  in  hat  today: 
lots  of  small  companies  but  on  top  i 
giant  company,  a  good  citizen  everj 
where  but  spanning  boundaries  and 

transcending  conventional  ideas  ol 
what  constitutes  competition.  That, 
at    least,    is    IBM's    basic    vision.    But 

neither  Europeans  nor  Americans  an 

yet  ready  to  accept  it.  ■ 
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Good  medicine. 


Bedside  built-ins 

to  make 

nursing  more  practical. 


Now  equipment  for  life-support,  inhalation  therapy, 
and  patient  comfort  is  at  the  nurse's  fingertips.  All  in  a 
bedside  modular  wall  unit  from  Chemetron's  Medical 
Products  division.  And  you'll  find  other  Chemetron 
health-care  basics  throughout  the  modern  hospital 
and  nursing  home— reducing  work  in  the  wards, 
delivering  gases  to  the  operating  room,  helping  doctors 


get  patient  care  down  to  a  smooth-working  system. 
Building  the  basics  is  basic  at  Chemetron.  Not  only 
for  busy  hospitals,  but  also  for  food  processors,  paint- 
makers,  shipbuilders,  utilities— and  many  more.  To  find 
out  more  about  Chemetron,  send  for  our  1 972  Annual 
Report.  Chemetron  Corporation,  1 1 1  East  Wacker 
Drive,  Chicago,  Illinois  60601.  Dept.  B. 


Chemetron 
builds  the  basics. 

CHEmETROn 

TRADEMARK 

We're  basic  to  success. 


CONFIDENCE:  THAT'S  WHAT  Th 
RADIAL  MEANS  TO  YOU 

THE  NEW  CUSTOM  STEELGARD  RADIAL  , 
TIRE  HAS  5  GUARDS  TO 
HELP  PROTECT  YOU  5  WAYS 

It's  the  radial  that  gives  you  confidence  in  just  about 
every  driving  situation  you'll  come  up  against.  The  confidence 
of  superb  ride,  strength,  traction,  cornering,  and  response. 

No  other  radial  offers  you  this  combination  of  features. 
Five  specific  guards  are  built  into  every  Custom  Steelgard 
radial  tire  to  help  protect  you  5  ways — to  give  you  the 
5  guard  feeling  of  confidence. 

And  when  you're  behind  the  wheel,  that's  a  mighty 
good  feeling. 

THE  CUSTOM  STEELGARD  RADIAL- A  40,000  MILE  TIRE 


G  0  ODWYEA  R 
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Custom  Sleelgard  T.  M .       The  Goodyear  Tire  &  Rubber  Company,  Akron.  Ohic 


Available-  in  the  following  sizes:  DR  78-14,  LR  78-15,  OR  70-15,  MR  7815,  HR  78-14,  IK 


EW  GOODYEAR  STEELGARD 


*• 


••- 


'W"*"*1    I 


■■ii^ 


*M 


juard  1:  Against  Rough  Ride. 

ivery  Steelgard  radial  tire  has  a  flexible 
idyester  cord  body.  This  is  the  backbone  of  the 
-a  tough,  pliable  carcass  of  shock-absorbing 
,ster  to  cushion  the  bumps  for  a  smooth, 
ortable  ride. 


2  Guard  2:  Against  Penetration 
Under  the  Tread. 
Steel  is  strong.  Double  steel  belts  help  guard 
against  hazards  on  the  toughest  roads  you'll  come  up 
against.  It's  a  nice,  secure  feeling  to  know  you're  riding 
on  a  Goodyear  Steelgard  radial  tire  that  puts  tough 
steel  cord  between  you  and  the  road. 


Guard  3:  Against  Wet  Skids. 

The  Steelgard  radial  tire  has 
a  computer-designed  tread 
rn.  In  wet  weather,  four  deep 
/es  provide  an  effective  route 
■iel  the  water  from  under 
re.  This  action  helps  keep  the 
firmly  on  the  road  in  the  wet. 


4  Guard  4:  Against  Loss  of 
Road  Contact  on  Curves. 
Two  special  grooves  help 
the  tread  and  the  sidewall  to  work 
independently  of  each  other.  In 
some  radial  tires  the  tread  may  tend 
to  lift  from  the  road  on  curves. 
In  the  Goodyear  Steelgard  tire, 
the  sidewall  can  flex  outward  while 
the  tread  remains  firm  for  traction. 


5  Guard  5:  Against  Sluggish 
Handling. 
Every  Goodyear  Steelgard 
radial  tire  has  special  stabilizers 
built  into  the  lower  sidewalls.  They 
act  as  a  reinforcement  to  provide 
positive  reaction  to  changes  of 
direction.  This  helps  allow  recovery 
on  sudden  swerves — for  confident 
handling  and  control. 


Opening  in  this  issue  of  Forbes  is 
the  fifth  presentation  of  the  Dimen- 
sions of  American  Business,  also 
known  as  the  Forbes  Five  Hundreds. 
It  features  an  all-star  cast  of  some 
800  companies,  each  of  which  is  out- 
standing in  revenues  or  market  value 
or  assets  or  profits.  It  features  the  250 
or  so  superstars  that  made  it  on  all 
four  counts. 

Like  most  shows,  Forbes  is  not 
the  only  one  in  town.  For  the  past  18 
years,  Fortune  has  paraded  its  top 
500  companies  across  its  pages.  The 
play  is  still  the  thing,  and  Fortune's 
plot  is  quite  different  from  ours. 

Ours,  for  example,  includes  all 
kinds  of  corporations.  Fortune's  500 
are  industrial  corporations  only  (to 
make  the  list  you  must  be  50%  or  more 
in  manufacturing  or  mining).  But  in 
a  service  economy  like  ours,  indus- 
try per  se  is  becoming  relatively  less 
important.  Thus  our  listings  include 
a  good  deal  of  talent  that  Fortune  ex- 
cludes from  its  main  list:  banks,  con- 
glomerates, railroads.  Some  of  these, 
Fortune  catches  in  supplementary  lists. 
Some  it  misses  altogether. 

We  feel  that  no  list  of  the  500 
biggest  could  be  called  authoritative 
that  did  not  include  the  Bank  of 
America    or    American    Telephone    & 


Telegraph  or  the  Union  Pacific  Rail- 
road. All  of  these  make  all  four 
Forbes  lists.  None  of  them  makes  the 
main  Fortune  500. 

Here  are  other  characters  tradi- 
tionally absent  from  Fortune's  script: 

•  Engelhard  Minerals  &  Chemicals, 
which  gets  79%  of  its  $1.9-billion  sales 
from  marketing  ores,  minerals  and 
metals. 

•  Federal  National  Mortgage  As- 
sociation (Fannie  Mae),  providing 
supplemental  assistance  to  the  sec- 
ondary mortgage  market,  is  in  a  class 
all  by  itself,  with  $20.3  billion  in  as- 
sets, $1.5  billion  in  revenues,  $900 
million  in  market  value  and  $96  mil- 
lion in  net  profits. 

•  Foremost-McKesson,  a  $1.9-bil- 
lion  distributor  of  drugs,  alcoholic 
beverages  and  chemicals. 

•  Halliburton,  a  $1.4-billion  engi- 
neering and  construction  company. 

Fortune's  main  play  is  in  one  act 
only:  How  big  arc  sales? 

Our  script  has  four  acts:  sales, 
profits,  assets,  market  value.  Not  all 
of  the  characters  appear  in  all  of  our 
acts;  some  companies  make  it,  for  ex- 
ample, on  assets  but  not  on  sales. 
But  by  measuring  companies  on  four 
different  dimensions,  we  end  up  with 
a   truly    representative  list. 


For  example,  isn't  stock  market  val- 
ue important?  Of  course,  but  by  For- 
tune's reckoning,  these  companies 
haven't  made  the  500: 

•  Walt  Disney  Productions,  the  en- 
tertainment empire,  increased  its  mar- 
ket value  from  $1.8  billion  to  $3.4 
billion,  placing  it  among  the  50  big- 
gest U.S.  companies  by  market  value. 

•  McDonald's  Corp.,  another  big 
favorite  with  investors,  has  not  been 
on  any  Fortune  list.  It  appears  on 
three  Forbes  lists,  with  $2.9  billion 
in  market  value. 

•  Schlumberger  Ltd.,  big  enough 
in  sales  but  defying  definition,  took  in 
$812  million  last  year  from  its  oil- 
field services  and  enjoyed  an  impres- 
sive $3.3  billion  in  market  value. 

And  while  such  obviously  impor- 
tant companies  are  absent  from  its  list, 
Fortune  includes  such  companies  as 
City  Products  (a  retail  operation 
wholly  owned  by  Household  Finance) 
separately,  as  though  it  were  a  com- 
pany in  its  own  right.  And  National 
Bank  of  North  America,  [Kiit  of  C.I.T. 

Financial,    shows    up    on    Fortune's 

hank  list  as  an  independent  company, 
whereas  the  giant  parent  compam  is 
on  the  list  ol  diversified  financial 
companies. 

On  with  the  show!   ■ 
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The  500  Biggest  Corporations 


By 
Revenues 


There  were  204  U.S.  companies  with  revenues  over  $1  billion  last  year. 
And  seven  of  those  companies  had  over  $10  billion. 


Taken  at  face  value,  sales  gains 
can  be  very  misleading.  Over  the 
past  five  years,  the  combined  total 
revenues  of  the  top  500  companies 
have  increased  some  41%  to  $727 
billion,  but  inflation  has  increased 
22%  in  the  same  time.  Discount- 
ing inflation,  the  average  annual 
gain  in  unit  sales  probably  wasn't 
much  more  than  4%. 

The  top  ten  companies  in  1972 
had  combined  revenues  of  $152 
billion  or  21%  of  the  total  for  all 
companies.  Some  204  companies 
had  revenues  of  $1  billion  or  more 
last  year.  But  how  big  a  company 
is  doesn't  tell  the  whole  story. 

Unless  these  revenue  gains  can 
be  translated  into  profits,  they  are 
meaningless,  perhaps  even  danger- 
ous. Twenty-five  of  the  revenue  bil- 
lionaires failed  to  make  the  profit 
500  list.  Yet  all  a  company  needed 
was  $19  million  in  profits.  That 
would  have  meant  a  return  on  sales 
of  under  2%  on  the  first  billion 
dollars  and  breaking  even  on  the 
rest.  LTV  with  $3.4  billion  and 
Occidental  Petroleum  with  $2.5 
billion  were  not  able  to  do  it.  Nei- 
ther could  American  Airlines,  Na- 
tional Cash  Register  or  eight  super- 
market chains. 

It  took  $372  million  to  make  the 
revenue  list,  and  of  the  compa- 
nies that  made  it,  33  failed  to  make 
sales  gains,  another  23  had  mar- 
ginal increases  of  less  than  3%. 
Fourteen  fell  off  the  list  altogether. 
The  biggest  gainer  was  Heublein, 
up  71.6%  to  $662  million,  reflect- 
ing the  acquisition  of  Kentucky 
Fried  Chicken,  and  the  biggest  los- 
er was  Boise  Cascade,  down  35.6% 


after  selling  and  discontinuing  sev- 
eral operations. 

As  a  group,  aerospace  compa- 
nies suffered  the  most  in  sales. 
Lockheed  was  down  13.3%.  Boeing, 
where  production  dropped  on  737s 
and  747s,  was  down  22.5%.  General 
Dynamics  dropped  47  places  on  the 
list,  and  Grumman  fell  67.  One 
notable  exception  was  McDonnell 
Douglas,  which  increased  sales  on 
its  DC-lOs  and  F-4s  and  boosted 
revenues  31.8%. 

As  consumers  continued  to  eat 
more  beef  in  1972,  the  meat  pro- 
cessors' volume  soared.  American 
Beef  Packers'  was  up  40.4%,  Mis- 
souri Beef  Packers'  was  up  30.2% 
and  Iowa  Beef  Packers'  up  26.6%. 
But  at  the  same  time  their  costs 
were  rising,  and  none  of  them 
could  make  the  500  list  in  profits. 

For  some  companies,  such  as 
Rapid- American,  the  decline  in 
sales  reflected  a  decline  in  profits. 
But  others,  like  General  Foods, 
Kennecott  Copper  and  Polaroid, 
had  lower  profits  on  rising  sales. 

Nowhere  is  good  management 
more  in  evidence  than  in  the  com- 
panies that  managed  to  have  good 
increases  in  revenues,  while  profits 
kept  pace.  A  number  of  the  big 
retailers  achieved  this  distinction  in 
1972,  even  under  a  full  year  of 
price  controls.  S.S.  Kresge  increased 
revenues  by  23.4%  and  profits  by 
19.3%,  J.C.  Penney  was  14.9% 
ahead  in  revenues  and  19.8%  in 
profits  and  Sears,  Roebuck  was  up 
9.8%  and  12.9%,  respectively. 

This  is  the  kind  of  record  that 
management  can  point  to  with  jus- 
tifiable pride.  ■ 


%  Change 

Rank 

Revenues 

Over 

1972  1971 

Company          ($000,000) 

1971 

1 

1 

General  Motors 

30,435 

7.7 

2 

3 

American  Tel  &  Tel 

20,904 

12.9 

3 

2 

Exxon 

20,310 

8.6 

4 

4 

Ford  Motor 

20,194 

22.9 

5 

5 

Sears,  Roebuck 

10,991 

9.8 

6 

6 

General  Electric 

10,240 

8.6 

7 

7 

Int  Tel  &  Tel 

10,236 

16.2 

8 

10 

Chrysler 

9,759 

22.0 

9 

8 

Int  Business  Mach 

9,533 

15.2 

10 

9 

Mobil  Oil 

9,166 

11.2 

11 

11 

Texaco 

8,693 

15.5 

12 

12 

Gulf  Oil 

6,243 

5.1 

13 

14 

Safeway  Stores 

6,058 

13.0 

14 

15 

Standard  Oil  (Calif) 

5,829 

13.3 

15 

17 

J  C  Penney 

5,530 

14.9 

16 

13 

Great  Atl  &  Pac  Tea 

5,509 

-2.8 

17 

16 

United  States  Steel 

5,402 

9.6 

18 

18 

Westinghouse  Elec 

5,087 

9.8 

19 

20 

Standard  Oil  (Ind) 

4,503 

11.1 

20 

22 

E 1  du  Pont 

4,366 

12.5 

21 

23 

General  Tel  &  Elec 

4,327 

12.8 

22 

19 

Aetna  Life  &  Cas 

4,184 

1.9 

23 

21 

Shell  Oil 

4,076 

4.7 

24 

25 

Goodyear  Tire  &  Rub 

4,072 

13.0 

25 

26 

Travelers 

3,893 

8.8 

26 

30 

S  S  Kresge 

3,875 

23.4 

27 

27 

RCA  Corp 

3,838 

8.7 

28 

24 

Kroger 

3,798 

2.4 

29 

29 

Procter  &  Gamble 

3,514 

10.6 

30 

35 

Int  Harvester 

3,493 

15.8 

31 

38 

Eastman  Kodak 

3,478 

16.9 

32 

28 

LTV 

3,442 

2.5 
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The  500  Biggest  Corporations  By  Revenues 


% Change 

%  Change 

% Change 

Rank 

Revenues 

Over 

Rank 

Revenues 

Over 

Rank 

Revenues 

Over 

1972  1971 

Company          ($000,000) 

1971 

1972 

1971 

Company          ($000,000) 

1971 
< 

1972 

1971 

Company         ($000,000) 

1971 

33      33 

Continental  Oil 

3,415 

11.9 

85 

97 

Winn-Dixie  Stores 

1,834 

13.9 

137 

141 

Whirlpool 

1,416 

10.9  1 

34      36 

Marcor 

3,369 

12.4 

86 

82 

Ralston  Purina. 

1,833 

5.0 

138 

152 

Philip  Morris 

1,408 

16.4 

35      31 

Atlantic  Richfield 

3,321 

5.9 

87 

95 

UAL 

1,828 

13.0 

139 

126 

Getty  Oil 

1,405 

4.6 

36      34 

Union  Carbide 

3,261 

7.4 

88 

81 

Penn  Central 

1,825 

3.5 

140 

150 

American  Motors 

1,404 

13.9 

37      42 

Tenneco 

3,255 

14.6 

89 

83 

Sperry  Rand 

1,824 

4.9 

141 

145 

CBS 

1,403 

12.4 

38      37 

Esmark 

3,241 

8.2 

90 

86 

Burlington  Ind 

1,816 

5.2 

142 

151 

PepsiCo 

1,400 

14.3 

39      40 

Kraftco 

3,197 

8.0 

91 

133 

Colgate-Palmolive 

1,808 

38.0 

143 

146 

PPG  Industries 

1,396 

12.0 

40      43 

F  W  Wool  worth 

3,148 

12.4 

92 

89 

Uniroyal 

1,799 

7.2 

144 

135 

Genesco 

1,395 

6.8 

41      39 

Bethlehem  Steel 

3,114 

5.1 

93 

93 

Ashland  Oil 

1,792 

10.2 

145 

149 

Celanese 

1,385 

12.0  . 

42      44 

Greyhound 

2,904 

11.0 

94 

96 

Bendix 

1,776 

10.1 

146 

137 

Grand  Union 

1,380 

5.8 

43       48 

Beatrice  Foods 

2,787 

16.9 

95 

113 

Georgia-Pacific 

1,774 

22.6 

147 

136 

American  Cyanamid 

1,378 

5.5 

44       56 

McDonnell-Douglas 

2,752 

31.8 

96 

111 

Alcoa 

1,753 

20.9 

148 

147 

American  Airlines 

1,354 

8.7 

45      45 

Firestone  Tire 

2,691 

8.3 

97 

94 

Consolidated  Foods 

1,746 

7.7 

149 

142 

Pacific  Gas  &  Elec 

1,351 

7.2 

46      50 

Federated  Dpt  Stores 

2,665 

13.3 

98 

92 

American  Brands 

1,734 

6.6 

150 

127 

Gamble-Skogmo 

1,349 

1.4 

47      54 

Caterpillar  Tractor 

2,602 

19.6 

99 

88 

City  Investing 

1,694 

0.3 

151 

157 

Johnson  &  Johnson 

1,337 

15.6 

48      49 

Phillips  Petroleum 

2,513 

6.3 

100 

104 

TRW 

1,688 

9.1 

152 

124 

Amerada  Hess 

1,334 

-1.2 

49      47 

Occidental  Petroleum 

2,487 

3.1 

101 

98 

Textron 

1,678 

4.7 

153 

153 

Beneficial  Corp 

1,325 

10.1 

50      46 

Litton  Industries 

2,477 

0.4 

102 

138 

Weyerhaeuser 

1,676 

29.0 

154 

117 

American  Standard 

1,321 

-6.3 

51      41 

Lockheed  Aircraft 

2,473 

-13.3 

103 

101 

Gulf  &  Western  Inds 

1,670 

6.6 

155 

162 

General  Mills 

1,316 

17.5 

52      52 

General  Foods 

2,424 

6.2 

104 

112 

United  Brands 

1,668 

15.1 

156 

156 

Pan  Am  World  Air 

1,305 

10.5 

53      66 

Xerox 

2,419 

23.3 

105 

105 

National  Steel 

1,660 

9.1 

157 

.161 

Dayton-Hudson 

1,297 

15.7 

54      60 

Dow  Chemical 

2,404 

17.1 

106 

106 

Bankamerica  Corp 

1,651 

8.6 

158 

185 

Iowa  Beef  Packers 

1,285 

26.6    , 

55      32 

Boeing 

2,370 

-225 

107 

121 

W  T  Grant 

1,649 

19.6 

159 

158 

Borg-Warner 

1,283 

11.8 

56      53 

Rockwell  Intl 

2,363 

6.9 

108 

107 

Owens-Illinois 

1,647 

8.7 

160 

155 

Marathon  Oil 

1,278 

8.0 

57      61 

W  R  Grace 

2,315 

13.0 

109 

110 

American  Express 

1,635 

11.7 

161 

159 

Carnation 

1,252 

9.0 

58      57 

Monsanto 

2,225 

6.6 

110 

125 

INA 

1,624 

20.7 

162 

168 

Southland  Corp 

1,227 

13.1 

59      55 

Singer 

2,218 

4.4 

111 

100 

National  Tea 

1,614 

1.4 

163 

183 

Super  Valu  Stores 

1,224 

19.8 

60      68 

Household  Finance 

2,205 

13.4 

112 

91 

CNA  Financial 

1,597 

-2.4 

164 

180 

Eaton 

1,223 

18.1 

61      59 

Borden 

2,193 

6.0 

113 

120 

Republic  Steel 

1,596 

15.2 

165 

165 

Teledyne 

1,216 

10.4  ] 

62      58 

Continental  Can 

2,193 

5.3 

114 

115 

Am  Home  Products 

1,587 

11.0 

166 

170 

Nabisco 

1,215 

13.5 

63      67 

Honeywell 

2,125 

9.2 

115 

102 

Continental  Corp 

1,581 

1.1 

167 

169 

Bristol-Myers 

1,205 

12.2 

64      63 

Connecticut  General 

2,124 

5.5 

116 

116 

U  S  Industries 

1,579 

10.8 

168 

164 

Burlington  Northern 

1,195 

7  9  1 

65      73 

Minn  Mining  &  Mfg 

2,114 

15.6 

117 

109 

Nat  Cash  Register 

1,558 

6.3 

169 

191 

Supermarkets  Gen 

1,194 

22.4  1 

66      64 

Union  Oil  California 

2,098 

5.4 

118 

108 

CPC  International 

1,550 

3.3 

170 

166 

IU  International 

1,192 

8.5   1 

67      65 

International  Paper 

2,093 

5.3 

119 

72 

General  Dynamics 

1,539 

-17.6 

171 

171 

Combustion  Engineer 

1,180 

10.6  I 

68      51 

Rapid-American 

2,089 

-10.3 

120 

122 

Warner-Lambert 

1,509 

10.2 

172 

172 

Standard  Brands 

1,169 

10.5  1 

69      74 

R  J  Reynolds  Inds 

2,072 

14.1 

121 

148 

B  F  Goodrich 

1,507 

21.8 

173 

167 

Reynolds  Metals 

1,162 

6.3    ! 

70      76 

Jewel  Companies 

2,063 

14.0 

122 

130 

Fed  Nat  Mort  Assoc 

1,503 

14.5 

174 

204 

Motorola 

1,162 

25.8  1 

71      62 

United  Aircraft 

2,028 

-0.2 

123 

128 

Allied  Chemical 

1,501 

13.2 

175 

175 

Eastern  Air  Lines 

1,161 

10.2 

72      71 

American  Can 

2,016 

6.2 

124 

154 

Deere 

1,500 

26.3 

176 

176 

Kennecott  Copper 

1,154 

9.6  J 

73      78 

Lucky  Stores 

1,988 

10.9 

125 

123 

FMC 

1,498 

10.6 

177 

187 

H  J  Heinz 

1,154 

16.6  1 

74      70 

Food  Fair  Stores 

1,980 

2.7 

126 

131 

Allied  Stores 

1,496 

14.0 

178 

178 

Control  Data 

1,151 

10.2  i 

75      79 

First  Natl  City  Corp 

1,955 

9.3 

127 

129 

Consolidated  Edison 

1,480 

12.6 

179 

80 

Boise  Cascade 

1,151 

-35.6  j 

76      90 

Transamerica 

1,937 

17.8 

128 

132 

May  Dept  Stores 

1,478 

12.8 

180 

188 

Commonwealth  Ed 

1,140 

15.2  1 

77      84 

Foremost-McKesson 

1,933 

11.2 

129 

143 

Inland  Steel 

1,470 

17.2 

181 

219 

Associated  Dry  Goods 

1,130 

33.1  1 

78    103 

Engelhard  Min&Chm 

1,930 

24.0 

130 

114 

Chase  Manhattan 

1,466 

2.0 

182 

173 

Mead 

1,129 

6.9 

79      87 

Armco  Steel 

1,927 

12.4 

131 

134 

Raytheon 

1,465 

12.0 

183 

177 

Norton  Simon 

1,125 

6.9  1 

80      69 

Sun  Oil 

1,918 

-1.1 

132 

118 

Southern  Pacific 

1,449 

3.5 

184 

216 

Seaboard  Coast  Line 

1,122 

31.0  1 

■ 

81      85 

Coca-Cola 

1,876 

8.5 

133 

119 

Standard  Oil  (Ohio) 

1,447 

3.8 

185 

189 

Crown  Zellerbach 

1,108 

12.3  I 

82      99 

Champion  Intl 

1,872 

17.0 

134 

140 

Signal  Companies 

1,438 

11.8 

186 

186 

Gen  Tire  &  Rubber 

1,101 

10.1 

83      75 

Cities  Service 

1,862 

2.9 

135 

139 

Halliburton 

1,422 

9.5 

187 

160 

Olm  Corp 

1,098 

-4.1 

84      77 

Acme  Markets 

1,862 

3.5 

136 

144 

Trans  World  Airlines 

1,418 

13.2 

188 

184 

El  Paso  Natural  Gas 

1,097 

7r> 

148 
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Peripheral  vision. 


From  the  beginning,  we 
have  preferred  concentration  to 
diversification.  We  don't  supply 
everything  that  attaches  to 
your  computer.  But  the  things 
we  do  supply  are  the  best. 

What  do  we  supply? 

Drum  plotters.  We're  the 
world's  leading  supplier  of 
both  hardware  and  software. 

Flatbed  plotters.  Several 
years  ago,  we  saw  a  need  and 
an  opportunity  to  expand  the 
plotter's  uses.  The  flatbed 
plotter  allows  a  variety  of 
materials  to  be  substituted  for 
paper,  and  it  has  expanded  the 


market  for  computer  graphics, 
as  well. 

Microfilm  plotters.  Here, 
we  got  bigger  by  getting 
smaller.  With  microfilm.  Our 
1675  COM  plotter/printer  and 
our  2100  COM  printer  deliver 
the  best  price/performance  in 
the  industry. 

Disk  memory  equipment. 
This  was  our  second  area  of 
concentration.  In  a  remarkably 
short  time,  we  have  become  the 
leading  independent  supplier. 

Tape  systems.  We've 
recently  begun  to  concentrate 
on  tape.  The  result  is  that 


our  new  1040  Tape  Drive 
combines  the  features  of 
others  with  our  own 
experience.  We  intend  to  be  a 
leader  in  this  field. 

The  point  is  we  have  not 
grown  by  accident.  Thirteen 
years  after  our  beginning,  we 
have  become  a  leader  in 
computer  peripherals. 

For  information  on 
peripheral  products,  call  your 
local  CalComp  office,  or  contact 
California  Computer  Products, 
Inc.,  FB-MS-73, 2411  West  La 
Palma  Avenue,  Anaheim, 
California  92801  (714)  821-2011 


The  500  Biggest  Corporations  By  Revenues 


Rank 
1972  1971 


Company 


% Change 
Revenues     Over 
($000,000)     1971 


189 

190 

Union  Pacific  Corp 

1,094 

12.0 

190 

195 

Pfizer 

1,093 

14.9 

191 

181 

Campbell  Soup 

1,086 

5.3 

192 

163 

Avco 

1,077 

-3.6 

193 

179 

Ogden 

1,073 

2.9 

194 

196 

Lincoln  Natl  Corp 

1,072 

12.9 

195 

193 

Martin  Marietta 

1,047 

9.2 

196 

194 

R  H  Macy 

1,041 

8.8 

197 

199 

Burroughs 

1,040 

11.5 

198 

182 

Chessie  System 

1,025 

0.0 

199 

205 

St  Regis  Paper 

1,023 

11.6 

200 

201 

Columbia  Gas  Sys 

1,016 

9.7 

201 

202 

NL  Industries 

1,014 

9.6 

202 

197 

Anaconda 

1,012 

6.9 

203 

198 

Kimberly-Clark 

1,011 

7.7 

204 

214 

Avon  Products 

1,005 

15.1 

205 

209 

Lykes-Youngstown 

999 

10.8 

206 

207 

Stop  &  Shop 

994 

9.6 

207 

206 

Kaiser  Alum  &  Chem 

991 

8.7 

208 

224 

Southern  Company 

983 

19.6 

209 

220 

Interco 

981 

15.8 

210 

208 

Anheuser-Busch 

978 

8.3 

211 

210 

Santa  Fe  Industries 

973 

8.5 

212 

200 

Allied  Supermarkets 

972 

4.4 

213 

211 

Pub  Serv  Elec  &  Gas 

971 

9.6 

214 

239 

III  Central  Inds 

961 

26.8 

215 

217 

Allis-Chalmers 

960 

12.5 

216 

223 

Merck 

958 

15.7 

217 

215 

J  P  Stevens 

958 

11.2 

218 

192 

Babcock  &  Wilcox 

956 

-0.3 

219 

221 

White  Motor 

951 

12.9 

220 

237 

Texas  Instruments 

944 

23.5 

221 

233 

Zayre 

940 

17.8 

222 

257 

Evans  Products 

938 

29.4 

223 

203 

CIT  Financial 

932 

0.9 

224 

227 

Hercules 

932 

14.8 

225 

230 

Southern  Cal  Edison 

931 

16.0 

226 

242 

Broadway-Hale 

931 

23.2 

227 

250 

AMF 

924 

24.8 

228 

213 

SCM 

918 

4.9 

229 

246 

Central  Soya 

911 

21.3 

230 

229 

Dresser  Industries 

907 

12.6 

231 

249 

Clark  Equipment 

902 

21.7 

232 

225 

Dart  Industries 

888 

8.6 

233 

271 

Jim  Walter 

882 

27.8 

234 

228 

Studebaker-Worthing 

879 

9.0 

235 

302 

Wickes 

873 

42.1 

236 

238 

Fleming 

873 

14.5 

237  231  Ingersoll-Rand  872  8.7 

238  255  Gillette  871  19.3 

239  241  Am  Broadcasting  Cos  869  14.9 

240  226  Walgreen  863  5.6 


Rank 
1972  1971 


Company 


% Change 
Revenues      Over 
($000,000)    1971 


241 

240 

Am  Metal  Climax 

863 

14.0 

242 

247 

Am  Elec  Power 

861 

15.0 

243 

218 

First  Nat  Stores 

853 

0.3 

244 

174 

Norfolk  &  West  Ry 

851 

-19.3 

245 

236 

Western  Bancorp 

849 

10.1 

246 

258 

ARA  Services 

845 

18.0 

247 

234 

Crane 

844 

6.7 

248 

257 

U  S  Fidelity  &  Guar 

841 

9.4 

249 

251 

Eli  Lilly 

838 

13.2 

250 

263 

Walter  Kidde 

832 

18.4 

251 

295 

Dana 

822 

29.3 

252 

245 

Del  Monte 

821 

9.1 

253 

284 

Am  Smelting  &  Ref 

814 

24.0 

254 

248 

Scott  Paper 

814 

9.0 

255 

243 

Gimbel  Brothers 

812 

7.7 

256 

254 

Pennzoil  Company 

810 

10.8 

257 

235 

Pacific  Lighting 

809 

3.7 

258 

256 

Otis  Elevator 

807 

10.6 

259 

274 

Johns-Manville 

796 

16.2 

260 

304 

Zenith  Radio 

796 

29.8 

261 

212 

Vornado 

793 

-10.1 

262 

■ 

Arlen  Realty  &  Dvpt 

793 

N.A. 

263 

268 

Schlumberger  Ltd 

793 

13.9 

264 

252 

United  Merch  &  Mfrs 

787 

6.6 

265 

253 

Texas  Eastern  Trans 

785 

7.0 

266 

222 

Squibb  Corp 

783 

-5.7 

267 

260 

Nat  Dist  &  Chem 

782 

10.1 

268 

244 

American  General 

772 

2.4 

269 

276 

Quaker  Oats 

771 

13.6 

270 

259 

Pet 

770 

8.2 

271 

264 

Holiday  Inns 

769 

9.4 

272 

275 

GAF  Corp 

768 

12.4 

273 

262 

Phelps  Dodge 

766 

8.8 

274 

285 

Emerson  Electric 

765 

16.5 

275 

270 

Pullman 

759 

9.4 

276 

281 

Delta  Air  Lines 

758 

14.6 

277 

265 

J  P  Morgan  &  Co 

755 

8.1 

278 

288 

Consumers  Power 

750 

15.2 

279 

322 

Amfac 

750 

29.8 

280 

279 

Con  Natural  Gas 

741 

11.1 

281 

294 

Carrier 

739 

16.3 

282 

280 

McGraw-Edison 

738 

11.1 

283 

269 

White  Consolidated 

728 

4.9 

284 

297 

American  Natural  Gas 

724 

15.1 

285 

289 

Southern  Railway 

724 

11.8 

286 

278 

Merrill  Lynch  P  F  S 

723 

7.0 

287 

267 

Colonial  Stores 

722 

3.7 

288 

286 

Sterling  Drug 

721 

10.5 

289  273  George  A  Hormel  720  4.8 

290  266  Pillsbury  718  3.0 

291  301  Corning  Glass  Works  715  16.1 

292  287  Oscar  Mayer  712  9.3 


Rank 
1972  1971 


Company 


% Change 
Revenues      Over 
($000,000)    1971 


293  293  Colt  Industries  707  11.1 

294  292  Mfrs  Hanover  Corp  707  10.1 

295  305  Crum&Forster  703  15.1 

296  277  Kellogg  699  3.3 

297  315  Essex  International  696  17.4 

298  291  Chemical  New  York  694  7.7 

299  232  Grumman  686  -14.3 

300  298  Magnavox  686  9.2 

301  307  Phila  Electric  685  12.6 

302  330  Armstrong  Cork  684  20.9 

303  282  Amstar  682  3.4 

304  367  Albertson's  682  39.4 

305  309  Kerr-McGee  680  12.7 

306  338  Budd  677  24.6 

307  283  Archer  Daniels  Mid  676  2.4 

308  312  Detroit  Edison  674  12.4 

309  324  Am  Hospital  Supply  669  16.0 

310  331  Northwest  Industries  665  17.6 

311  327  St  Paul  Companies  664  17.2 

312  448  Heublein  662  71.6 

313  335  Sherwin-Williams  658  18.7 

314  299  Bankers  Trust  NY  655  4.6 

315  314  Peoples  Gas  653  10.0 

316  336  US  Gypsum  652  17.6 

317  357  Fisher  Foods  652  28.3 

318  316  LeascoCorp  649  9.8 

319  311  Alco  Standard  647  7.9 

320  310  Missouri  Pacific  RR  643  6.7 

321  320  Northern  Natural  Gas  637  9.4 

322  329  United  Telecommun  634  12.0 

323  351  Brunswick  634  23.3 

324  318  Diamond  Shamrock  633  8.1 

325  290  Arden-Mayfair  633  -2.3 

326  352  Melville  Shoe  632  23.3 

327  323  Ethyl  632  9.5 

328  296  Turner  Construction  631  -0.1 

329  325  Niagara  Mohawk  Pow  630  10.2 

330  332  North  Amer  Philips  627  11.8 

331  321  Pittston  625  7.6 

332  340  Owens-Corning  Fiberg  619  14.8 

333  353  Rohm  &  Haas  619  20.7 

334  414  Cerro  616  44.9 

335  313  Koppers  613  2.4 

336  348  Jos  Schlitz  Brewing  611  17.1 

337  300  Anderson-Clayton  609  -2.5 

338  343  Wheeling-Pitts  Steel  608  15.1 

339  347  Times-Mirror  605  15.5 

340  333  National  General  605  8.1 

341  326  Diamond  Int  604  6.4 

342  339  Security  Pacific  604  11.6 

343  345  Union  Camp  602  14.5 

344  317  Liggett  &  Myers  601  2.2 


Not  on  500  list  in  1971. 


N.A.  Not  available. 
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What  everyone  should  know 
about  IU  International 


You  should  know  that  with  utilities 
accounting  for  only  13%  of  its  $1.2  billion  in 
annual  revenues,  our  company  is  no  longer 
known  as  International  Utilities  —  but  as 
IU  International. 

You  should  know,  too,  that: 

•  IU  is  dedicated  to  providing  shareholders 
with  above-average  growth  — like  the  14% 
return  on  equity  and  15%  compound  annual 
earnings  per  share  growth  rate  we've  averaged 
for  the  past  1 0  years. 

•  IU  emphasizes  asset  management,  long- 
range  planning  and  financial  control. 

•  IU  is  a  48-year-old  company  which  has 
paid  higher  cash  dividends  for  28  consecutive 
years.  The  company  has  40,000  employees  and 
30,000  shareholders. 

•  IU  is  a  balanced  company  with  a  strong 
position  in  three  fast-growing  worldwide 
markets  —  energy,  transportation/distribution, 
and  environmental. 

In  energy  markets,  iU's  Gotaas- 

Larsen  ocean  shipping  company  is  poised  to 
benefit  from  growing  requirements  for 
liquefied  natural  gas  to  complement  its  fleet  of 
oil-carrying  supertankers.  This  and  other 
energy-related  businesses  contribute  60%  of 
pre-tax  income  and  32%  of  revenues. 

In  transportation/distribution 

markets,  IU  has  the  nation's  third  largest 
motor  carrier— composed  of  Ryder  Truck 
Lines  and  Pacific  Intermountain  Express— and 


plans  to  expand  its  capabilities  in  the  move- 
ment of  air  freight  and  in  distribution  services. 
These  units  account  for  20%  of  pre-tax 
income  and  47%  of  revenues. 

In  environmental  markets, 

waste,  water,  and  land  management  activities 
range  from  a  patented  recycling  process  for 
pollution  control  and  reclamation  to  new 
resort  villages  in  Hawaii. These  subsidiaries 
produce  20%  of  pre-tax  income  and  21%  of 
revenues. 

In  1972,  IU  set  new  sales  and  earnings 
records  for  the  fourth  consecutive  year.  And 
1973  should  be  another  year  of  solid  growth. 

For  a  copy  of  our  1972  annual  report  to 
investors  and  our  latest  quarterly  report,  write 
to  A.  D.  Southern,  Vice  President  —  Corporate 
Affairs,  IU  International,  1500  Walnut  Street, 
Philadelphia,  Pa.  19102. 


Financial  Highlights 

1972 

1971        %  Change 

Sales  and  Revenues      $1,192,131,000 

$1,065,954,000 

+12% 

Income— Operations 

$58,699,000 

$50,051,000 

+17% 

Primary  Earnings 
Per  Share- Operations 

$1.88 

$1.P4 

+15% 

Dividends  Paid  per 
Common  Share 

$.725 

$.70 

+4% 

Shareholders'  Equity 
per  Common  Shares 
and  Equivalents 

$13.09 

$11.84 

+11% 

Average  Common 
andCommon 
Equivalent  Shares 

29,946,000 

28,707,000 

+4% 

International 

SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Even  when 

your  filing  cabinet 

is  full, 
it's  half  empty 

We  don't  want  to  upset  you,  but  do  you 
realize  every  day  trusted  employees  in  your 
office  are  filing  blank  pieces  of  paper? 

No,  they're  not  doing  this  to  ruin  you. 
They  are  innocent  victims  of  the  system. 

The  system  that  says  you  copy  on  one     ; 
side  of  a  sheet  of  paper  and  then  go  on  to  a 
second  sheet.  ] 

It's  archaic.  That's  why  Xerox  created 
the  4000  copier. 

The  only  copier  in  the  world  that  can 
copy  on  both  sides  of  the  same  sheet  of 
paper,  automatically. 


XEROX?  and  4000  are  trademarks  of  XEROX  CORPORATION. 


So  you  can  put  twice  the  information  in 
the  same  amount  of  space. 

If  you're  the  type  that  sees  a  pro  and  con 
to  every  side,  now,  thanks  to  us,  you  can 
copy  your  pro  and  con  on  every  side. 


Xerox.  The  duplicating,  computer 
systems,  education,  telecommunications, 
micrographics,  copier  company 

And  to  think  you  knew  us  when . 

XEROX 


The  500  Biggest  Corporations  By  Revenues  ' 


%  Change 

% Change 

%  Change 

Rank 

Revenues 

Over 

Rank 

Revenues 

Over 

Rank 

Revenues 

Over 

1972  1971 

Company         ($000,000) 

1971 

1972  1971 

Company          ($000,000) 

1971     , 

1972  1971 

Company          ($000,000) 

1971 

345    341 

Scot  Lad  Foods 

600 

12.4 

397 

404 

Wells  Fargo 

502 

14.3 

449 

457 

Northern  Illinois  Gas 

425 

13.5 

346    350 

PACCAR 

595 

15.6 

398 

397 

Panhandle  East  Pipe 

500 

10.8 

450 

451 

Baltimore  Gas  &  Elec 

425 

10.7 

347    342 

Libbey-Owens-Ford 

594 

12.0 

399 

447 

Daniel  International 

499 

29.1 

451 

433 

Crocker  Natl  Corp 

424 

5.5 

348    359 

Middle  South  Utils 

593 

17.2 

400 

378 

Universal  Oil  Prods 

499 

6.0 

452 

■ 

Kane- Miller 

423 

31.1 

349    334 

Sperry  &  Hutchinson 

592 

6.6 

401 

319 

Warner  Commun 

499 

N.C. 

453 

472 

Tandy 

423 

18.6 

350    372 

Consol  Freightways 

591 

23.2 

402 

385 

Universal  Leaf 

498 

7.7 

454 

461 

Hart  Schaf f  &  Marx 

423 

13.7 

351    400 

ELTRA 

583 

31.2 

403 

383 

Pueblo  International 

496 

6.1 

455 

489 

Marriott 

423 

21.8 

352    358 

General  Public  Utils 

579 

14.1 

404 

384 

Marshall  Field 

493 

5.6 

456 

434 

Hershey  Foods 

416 

3.6 

353    355 

First  Chicago  Corp 

579 

13.7 

405 

393 

A  0  Smith 

493 

7.9 

457 

500 

Cyclops 

414 

22.2 

354    421 

Williams  Companies 

578 

40.1 

406 

402 

Airco 

492 

11.7 

458 

303 

Fluor 

413 

-32.8 

355    328 

Whittaker 

576 

1.8 

407 

360 

Foster  Wheeler 

492 

-2.9 

459 

476 

Great  North  Nekoosa 

410 

15.3 

356    368 

Alleghany  Ludlum  Ind 

574 

18.0 

408 

349 

Int  Minerals  &  Chem 

491 

-5.1 

460 

442 

Tecumseh  Prods 

409 

5.3 

357    306 

Northrop 

574 

-6.0 

409 

398 

Crown  Cork  &  Seal 

489 

9.0 

461 

452 

Wetterau  Foods 

409 

8.1 

358    363 

Castle  &  Cooke 

572 

13.8 

410 

470 

Daylin 

481 

34.7 

462 

492 

Dillon  Companies 

408 

17.8 

359    261 

Interstate  Stores 

572 

-19.3 

411 

455 

Hewlett-Packard 

479 

27.7 

463 

478 

West  Point-Pepperell 

408 

14.9 

360    362 

Akzona 

572 

13.1 

412 

405 

Transcont  Gas  Pipe 

477 

8.8 

464 

480 

New  England  Electric 

408 

15.2 

361    356 

Continental  Illinois 

571 

12.3 

413 

415 

Contl  Telephone 

477 

12.3 

465 

454 

Libby,  McNeill  &  Lib 

407 

8.4 

362    369 

Florida  Power  &  Lt 

571 

17.7 

414 

407 

National  Can 

476 

9.1 

466 

390 

Borman's 

404 

6.6 

363    361 

Brown  Group 

567 

12.1 

415 

439 

Govt  Employees  Ins 

474 

20.0 

467 

469 

SmithKline  Corp 

402 

12.6 

364    337 

Loews 

566 

2.6 

416 

422 

Timken  Company 

473 

14.8 

468 

418 

Ward  Foods 

400 

-3.4 

365    370 

Texas  Utilities 

563 

16.5 

417 

426 

Northeast  Utilities 

473 

15.9 

469 

473 

Dun  &  Bradstreet 

400 

12.3 

366    346 

Polaroid 

562 

7.0 

418 

409 

Westvaco 

473 

9.6 

470 

■ 

Stanley  Works 

399 

31.4 

367    376 

Giant  Food 

561 

17.6 

419 

496 

Gould  Inc 

471 

37.7 

471 

■ 

Springs  Mills 

399 

22.5 

368    354 

Lear  Siegler 

557 

8.7 

420 

420 

Va  Electric  &  Power 

471 

13.8 

472 

■ 

Missouri  Beef  Packers 

396 

30.2 

369      ■ 

General  Host 

555 

68.5 

421 

401 

M  Lowenstein  &  Sons 

470 

5.8 

473 

441 

Parkview-Gem 

395 

1.6 

370    429 

American  Intl  Group 

553 

12.6 

422 

428 

Admiral 

469 

15.3 

474 

■ 

Certain-Teed  Prods 

395 

19.0 

371    371 

Fruehauf 

550 

14.0 

423 

456 

Lone  Star  Industries 

468 

24.9 

475 

462 

Hammermill  Paper 

395 

6.6 

372    375 

Marine  Midland  Bnks 

550 

15.3 

424 

413 

DiGiorgio 

460 

7.9 

476 

450 

NLT  Corp 

395 

2.7 

373    364 

Cluett,  Peabody 

549 

10.0 

425 

432 

Hoover 

458 

14.0 

477 

463 

Waldbaum 

394 

8.0 

374    373 

Chubb 

545 

6.1 

426 

438 

Mercantile  Stores 

458 

15.0 

478 

482 

Outboard  Marine 

394 

11.6 

375    365 

Stauffer  Chemical 

543 

10.1 

427 

449 

Kelsey-Hayes 

455 

18.1 

479 

444 

Macmillan 

394 

1.9 

376    377 

Texas  Gas  Trans 

542 

14.1 

428 

408 

Sunbeam 

453 

4.4 

480 

410 

Northwest  Airlines 

393 

-8.5 

377    394 

ChromalloyAmerCorp 

541 

18.5 

429 

412 

National  Industries 

452 

5.8 

481 

■ 

National  Serv  Inds 

392 

16.7 

378    379 

Scovill  Mfg 

537 

14.3 

430 

■ 

Charter  Company 

451 

27.5 

482 

■ 

Revere  Coppr  &  Brass 

391 

16.7 

379    381 

Provident  Life  &  Ace 

536 

14.1 

431 

443 

Genuine  Parts 

451 

16.4 

483 

458 

City  Stores 

390 

4.5 

380    344 

Dillingham 

533 

1.1 

432 

436 

Zale 

450 

12.7 

484 

494 

Long  Island  Lighting 

390 

12.6 

381     392 

Int  Multifoods 

528 

15.3 

433 

435 

Coastal  States  Gas 

450 

12.1 

485 

467 

Southern  Natural  Gas 

390 

8.4 

382    387 

USM 

527 

14.0 

434 

424 

Richardson-Merrell 

450 

9.8 

486 

471 

Thrifty  Drug  Stores 

389 

9.0 

383    389 

Abbott  Laboratories 

522 

13.9 

435 

380 

Kaiser  Steel 

447 

-4.8 

487 

483 

Interlace  Inc 

389 

10.1 

384    382 

Kayser-Roth 

522 

11.1 

436 

437 

Western  Union 

445 

11.5 

488 
489 

466 
468 

Jefferson  Pilot 

385 

7.2 

385    366 

Cummins  Engine 

521 

5.9 

437 

425 

Pennwalt 

441 

7.8 

A-T-0 

382 

6.7 

386    391 

National  Gypsum 

519 

13.4 

438 

440 

Revlon 

441 

11.9 

490 

■ 

McDonald's  Corp 

380 

12.3 

387    272 

Cook  United 

519 

-24.7 

439 

416 

Flintkote 

441 

4.2 

491 

■ 

l-T-E  Imperial 

379 

14.7 

388    395 

Safeco 

517 

13.9 

440 

445 

North  States  Power 

439 

13.6 

492 

411 

Dravo 

379 

-11.6 

389    388 

Malone  &  Hyde 

517 

12.1 

441 

446 

Central  &  South  West 

438 

13.5 

493 

■ 

Murphy  Oil 

378 

17.3 

390    399 

Indian  Head 

514 

15.2 

442 

423 

Addressograph-Multi 

436 

5.7 

494 

479 

Potlatch  Forests 

377 

6.6 

391    403 

Upjohn 

513 

16.5 

443 

484 

Fuqua  Industries 

434 

23.3 

495 

481 

Fairmont  Foods 

376 

6.5 

392    464 

Amer  Beef  Packers 

512 

40.4 

444 

475 

Mohasco  Industries 

431 

21.3 

496 

497 

Union  Electric 

375 

10.1 

393    308 

Time  Inc 

511 

-15.8 

445 

431 

McGraw-Hill 

430 

6.2 

497 

490 

Norton 

374 

7.8 

394    396 

Duke  Power 

508 

12.6 

446 

419 

G  C  Murphy 

429 

3.7 

498 

■ 

Roadway  Express 

374 

22.6 

395    406 

Schering-Plough 

504 

15.4 

447 

453 

Bemis 

428 

13.7 

499 

■ 

No  Ind  Public  Serv 

373 

14.4 

396    430 

Levi  Strauss 

504 

24.4 

448 

427 

U  S  Freight 

426 

4.6 

500 

■ 

United  States  Shoe 

372 

14.9 

■   Not  on  500  list  in  1971.         N.C.   Not  comparable. 
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The  500  Biggest  Corporations 


By 

Market  Value 


Does  the  price  of  a  company's  stock  follow  earnings? 
It  did  last  year.  But  since  then.  .  .  . 


Of  the  four  Forbes  dimensions 
of  business,  this  one,  market  value, 
is  far  and  away  the  most  volatile. 
The  figures  below,  though  they 
cover  a  year  just  four  months  dead, 
are  already  obsolete.  Take  Interna- 
tional Telephone  &  Telegraph.  It 
ranks  No.  22  among  the  Forbes 
500  on  this  list,  with  a  market 
value  of  $5.7  billion.  But  as  this 
list  goes  to  press,  ITT's  market 
value  is  down  $2.5  billion  from  the 
year's  end— representing  a  decline 
of  better  than  $20  million  every 
single  day  of  1973. 

Why  use  this  particular  measur- 
ing stick,  then,  when  it  is  so 
changeable?  The  answer  is:  We  use 
it  precisely  because  it  is  so  change- 
able. There  is  no  better  way  of 
measuring  the  constant  ebbs  and 
flows  of  investor  confidence  and 
no  confidence. 

For  example,  the  Forbes  500 
had  a  combined  market  value  of 
$759  billion  when  1972  ended. 
This  represented  a  gain  of  about 
20%  since  the  end  of  the  previous 
year.  In  the  past  four  months  alone, 
practically  all  of  that  gain  has  been 
wiped  out. 

Overall,  the  market  value  of  the 
Forbes  500  increased  about  28% 
between  1968  and  1972,  but  these 
figures  tell  us  nothing  about  in- 
dividual Stocks.  During  these  five 
years,  four  groups  became  wildly 
popular.  Drugs,  for  example.  In 
that  group,  Johnson  &  Johnson  in- 
creased its  market  value  by  $5.5 
billion  to  $7.4  billion,  and  Warner- 
Lambert  more  than  doubled  its 
market  value  to  $3.8  billion. 

Consumer-goods   companies,  es- 


pecially in  the  food-and-beverage 
field,  also  starred.  Jos.  Schlitz  and 
Heublein  have  each  tripled  their 
market  value  since  1968.  Philip 
Morris  grew  over  fourfold  to  $3.2 
billion.  Fast-food  franchiser  Mc- 
Donald's showed  a  767%  increase 
in  market  value  to  $2.9  billion. 

Retailers  like  Kresge  and  Sears, 
cashing  in  on  increased  consumer 
spending,  registered  market  value 
gains  over  five  years  of  322%  and 
91%,  respectively.  Leisure-oriented 
companies  went  way  up  in  market 
value.  For  example:  AMF,  up  109% 
To  $1  billion;  Eastman  Kodak,  up 
102%  to  $24  billion.  And  way  out 
in  front  is  Disney  Productions, 
which  over  five  years  went  up  816% 
to  $3.4  billion. 

Meanwhile,  most  heavy  industry 
sagged.  American  Can  was  down 
44%  to  $561  million  and  Kennecott 
was  off  53%  to  $788  million.  Oil 
and  defense  companies  also  fell 
from  investor  favor:  Occidental 
Petroleum's  market  value  was  off 
71%  to  $647  million,  and  Sun  Oil 
was  down  25%  to  $1.5  billion. 
In  defense,  Boeing  suffered  most. 
It  was  off  56%  to  $542  million. 

It  has  long  been  a  matter  of 
argument  among  stock  market  men 
as  to  which  is  the  most  important 
factor  in  the  stock  market:  earnings 
or  investor  psychology.  The  argu- 
ment remains  unresolved.  Last  year 
the  stock  market,  by  and  large,  rose 
along  with  earnings.  But  this  year, 
with  earnings  continuing  strong, 
the  stock  market  has  been  sagging. 

In  short,  the  stock  market  re- 
mains—what it  always  has  been— a 
tantalizing  riddle.  ■ 


Rank 
1972  1971 


Company 


Common       % 
Market     Change 
Value        Over 
($000,000)    1971 


1  1  Int  Business  Mach  46,792  20.4 

2  2  American  Tel  &  Tel  28,976  17.9 

3  6  Eastman  Kodak  23,933  52.6 

4  3  General  Motors  23,196  0.7 

5  4  Exxon  19,623  18.7 

6  5  Sears,  Roebuck  18,213  14.2 

7  7  General  Electric  13,289  16.5 

8  8  Xerox  11,715  19.8 

9  9  Texaco  10,201  9.0 

10  10  Minn  Mining  &  Mlg  9,680  27.4 

11  14  Procter  &  Gamble  9,134  42.4 

12  12  Coca-Cola  8,871  21.9 


13 
14 
15 
16 


13  E  I  du  Pont 

11  Ford  Motor 

16  Avon  Products 

17  Mobil  Oil 


8,448 
8,017 
7,910 
7,529 


22.9 

9.5 

36.7 

35.7 


17  18  Johnson  &  Johnson  7,363  33.3 

18  19  Standard  Oil  (Calif;  6,749  38.7 

19  22  Merck  6,615  46.3 

20  21  Am  Home  Products  6,378  38.1 

21  20  Standard  Oil  (Ind)  6,109  27.3 

22  23  Int  Tel  &  Tel  5,759  31.6 

23  27  SS  Kresge  5,730  58.1 

24  15  Gulf  Oil  5,608  -6.5 

25  26  Eli  Lilly  5,459  40.9 

26  24  J  C  Penney  5,130  25.2 

27  28  Dow  Chemical  4,658  30.2 

28  39  First  Natl  City  Corp  4,439  73.4 


29 

33 

Polaroid 

4,143 

41.7 

30 

34 

Burroughs 

4,057 

43.6 

31 

25 

Westinghouse  Elec 

3,804 

-4.6 

32 

38 

Caterpillar  Tractor 

3,792 

40.9 
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The  500  Biggest  Corporations  By  Market  Vail 


Rank 
1972  1971 


Company 


Common        % 
Market     Change 
Value         Over 
($000,000)     1971 


33  32  Warner-Lambert  3,790  23.4 

34  31  Shell  Oil  3.699  16.1 

35  49  Schering-Plough  3,602  64.7 

36  30  Atlantic  Richfield  3.589  9.0 


37  35  Weyerhaeuser  3,533  25.2 

38  29  General  Tel  &  Elec  3,462  -1.6 

39  59  Walt  Disney  3,380  87.5 

40  47  Phillips  Petroleum  3,345  46.2 


41  50  American  Express  3,343  57.9 

42  43  BankAmerica  Corp  3,310  35.6 

43  60  Schlumberger  Ltd  3,295  83.3 

44  55  Philip  Morris  3,219  75.1 


45  40  Union  Carbide  3,037  18.7 

46  37  Pfizer  2,959  7.5 

47  78  McDonald's  Corp  2,947  107.4 

48  36  RCA  Corp  2,895  4.6 


49  42  Honeywell  2,617  5.4 

50  41  Anheuser-Busch  2,490  -1.2 

51  84  Halliburton  2,473  82.2 

52  48  Federated  Dpt  Stores  2,457  8.3 


53  52  Squibb  Corp  2,347  21.5 

54  45  Goodyear  Tire  &  Rub  2,300  -0.8 

55  94  Hewlett-Packard  2,290  83.2 

56  44  R  J  Reynolds  Inds  2,163  -9.5 


57  62  Bristol-Myers  2,162  23.2 

58  76  Chrysler  2,147  47.2 

59  56  Sterling  Drug  2,146  18.1 

60  57  Emerson  Electric  2,100  15.8 


61  71  PepsiCo  2.053  27.0 

62  142  MGIC  Investment  2.023  116.0 

63  79  Texas  Instruments  2,017  45.6 

64  77  Continental  Oil  2,001  38.8 


65  51  Pacific  Gas  &  Elec  1,993  0.8 

66  169  Colgate-Palmolive  1,976  135.5 

67  67  Aetna  Life&Cas  1,950  17.9 

68  64  Tenneco  1,949  16.4 


69  46  Georgia-Pacific  1,941  -15.9 

70  82  J  P  Morgan  &  Co  1,920  40.2 

71  87  Corning  Glass  Works  1,916  47.1 

72  100  Gillette  1,888  61.2 


73  118  Upjohn  1,888  76.3 

74  74  International  Paper  1,849  18.6 

75  68  Texas  Utilities  1,819  10.3 

76  104  Motorola  1,804  56.8 


77  54  Chase  Manhattan  1,788  -3  1 

78  58  Am  Elec  Power  1,785  -1.2 

79  96  Beatrice  Foods  1,758  44.4 

80  73  Getty  Oil  1,755  11.9 


81  65  Travelers  1,753  4.7 

82  63  Commonwealth  Ed  1,749  3.1 

83  120  Jos  Schlitz  Brewing  1,696  61.2 

84  83  Am  Hospital  Supply  1,685  24.0 


Rank 
1972  1971 


Company 


Common       % 
Market     Change 
Value         Over 
($000,000)     1971 


85 

153 

American  Intl  Group 

1,678 

88.6 

86 

70 

United  States  Steel 

1.652 

0.8 

87 

119 

Sperry  Rand 

1,652 

56.6 

88 

72 

Monsanto 

1,638 

2.0 

89 

122 

Baxter  Laboratories 

1,617 

58.4 

90 

136 

Kerr-McGee 

1,606 

67.2 

91 

106 

Carnation 

1,588 

40.7 

92 

146 

Int  Flavors  &  Frag 

1,582 

71.0 

93 

159 

AMP 

1,576 

80.6 

94 

53 

Louisiana  Land 

1.568 

-15.4 

95 

69 

American  Cyanamid 

1,559 

-5.2 

96 

80 

Union  Pacific  Corp 

1,556 

13.1 

97 

66 

Sun  Oil 

1,510 

-9.4 

98 

93 

Connecticut  General 

1,499 

17.4 

99 

121 

Hercules 

1,462 

40.6 

100 

75 

Firestone  Tire 

1,453 

-6.7 

101 

99 

Household  Finance 

1,437 

20.2 

102 

105 

Ralston  Purina 

1,429 

25.9 

103 

61 

General  Foods 

1,424 

-20.6 

104 

81 

Southern  Company 

1.424 

3.6 

105 

90 

CBS 

1,419 

10.1 

106 

131 

Texas  Eastern  Trans 

1.398 

42.3 

107 

199 

Superior  Oil 

1,397 

85.1 

108 

86 

Kraftco 

1,388 

5.8 

109 

130 

G  D  Searle 

1,384 

40.6 

no 

139 

Black  &  Decker 

1,378 

44.1 

111 

88 

Consolidated  Edison 

1,376 

6.3 

112 

174 

General  Mills 

1,374 

66.7 

113 

200 

Deere 

1,331 

76.3 

114 

155 

Tampax 

1,314 

49.8 

115 

89 

Bethlehem  Steel 

1,306 

1.3 

116 

102 

Whirlpool 

1,301 

11.6 

117 

107 

Florida  Power  &  Lt 

1,292 

15.5 

118 

152 

General  Reinsurance 

1,288 

43.8 

119 

110 

Standard  Oil  (Ohio) 

1.248 

13.2 

120 

143 

Delta  Air  Lines 

1.245 

33.2 

121 

108 

Cities  Service 

1,245 

12.4 

122 

91 

Holiday  Inns 

1.238 

-4.0 

123 

92 

Southern  Cal  Edison 

1,220 

-4.9 

124 

149 

Utah  International 

1.212 

326 

125 

209 

First  Chicago  Corp 

1,178 

592 

126 

95 

Southern  Pacific 

1,174 

-37 

127 

141 

Alcoa 

1,162 

22.9 

128 

114 

Consolidated  Foods 

1.162 

6.4 

129 

133 

Heublein 

1.157 

199 

130 

97 

Transamerica 

1,153 

-4.1 

131 

98 

Singer 

1,151 

-4.0 

132 

101 

INA 

1.144 

-2.2 

133 

132 

Kellogg 

1.143 

16.4 

134 

112 

Central  &  South  West 

1.140 

41 

135 

221 

Rohm  &  Haas 

1,134 

60.9 

136 

134 

Union  Oil  California 

1,131 

17.7 

Rank 
1972  1971 


Company 


Common        % 
Market     Chant 
Value         Owe 
($000,000)     197] 


137  125  Campbell  Soup  1,119  11. 

138  211  Norton  Simon  1,115  51. 

139  147  Safeway  Stores  1.112  21. 

140  109  American  Brands  1.101  -0 


141 

219 

Chesebrough-Pond's 

1,085 

51  1 

142 

127 

Middle  South  Utils 

1,077 

8I 

143 

213 

Marriott 

1070 

48.1 

144 

124 

Marathon  Oil 

1064 

145 

241 

St  Paul  Companies 

1,062 

63  1 

146 

177 

Int  Harvester 

1,048 

28 

147 

128 

McDonnell-Douglas 

1,047 

148 

116 

Pub  Serv  Elec  &  Gas 

1,042 

-4 

149 

161 

AMF 

1,038 

19 

150 

183 

Zenith  Radio 

1,038 

29  1 

151 

145 

Houston  Lt  &  Power 

1,035 

111 

152 

172 

Va  Electric  &  Power 

1,021 

22  1 

153 

138 

Phila  Electric 

1,018 

154 

276 

NLT  Corp 

1.014 

76  1 

155 

312 

Colonial  Penn  Group 

1.013 

101 

156 

190 

Digital  Equipment 

1,012 

28  1 

157 

137 

Mfrs  Hanover  Corp 

1,007 

5 

158 

135 

Continental  Corp 

1,005 

4 

159 

123 

Columbia  Gas  System 

1,001 

-11 

160 

167 

Ingersoll-Rand 

1.000 

19 

161 

113 

Merrill  Lynch  P  F  S 

1,000 

-8 

162 

156 

Dun  &  Bradstreet 

993 

13 

163 

150 

Burlington  Inds 

979 

7 

164 

126 

CIT  Financial 

978 

-1 

165 

148 

PPG  Industries 

977 

6 

166 

283 

A  H  Robins 

964 

72  1 

167 

178 

Beneficial  Corp 

963 

18  1 

168 

154 

Dart  Industries 

961 

8] 

169 

296 

Clorox 

961 

79 

170 

237 

Kimberly-Clark 

954 

44  1 

171 

151 

Revlon 

953 

6I 

172 

160 

Abbott  Laboratories 

950 

9| 

173 

204 

Govt  Employees  Ins 

950 

26.1 

174 

239 

Control  Data 

948 

44  1 

175 

238 

Continental  Illinois 

940 

176 

180 

Textron 

934 

I'! 

177 

192 

Amerada  Hess 

934 

I'll 

178 

245 

Quaker  Oats 

926 

44  1 

179 

184 

Borden 

918 

111 

180 

158 

Nabisco 

909 

1  1 

181 

115 

Lubrizol 

907 

182 

117 

Fed  Nat  Mod  Assoc 

900 

183 

85 

F  W  Wool  worth 

895 

184 

144 

Continental  Can 

883 

185 

275 

First  Bank  System 

882 

53  1 

185 

275 

First  Bank  System 

882 

186 

171 

SmithKline  Corp 

871 

4 

187 

202 

TRW 

866 

14 

188 

168 

ARA  Services 

863 

2 
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IF  YOU  NEED  ACOMPUTER  SYSTEM  CALL  IBM. 
IF  YOU  NEED  A  DUPLICATION  SYSTEM  CALL  XEROX. 
IF  YOU  NEED  A  DISTRIBUTION  SYSTEM  CALL  RYDER. 


name  is  Jim  Ryder.  Our  company  is  in  the  business  of  figuring  out  ways  for  your  company  to  have  the  most 
cient  distribution/transportation  system  possible.  That  means  studying  your  problems  from  beginning  to 
J:  from  incoming  materials,  through  processing  or  production,  warehousing  and  inventory,  packaging,  right 
to  final  delivery.  And  we'll  engineer  a  system  using  boats,  trains,  planes,  trucks,  submarines,  " 
ockets,  if  that's  what  it  takes.  We've  done  it  for  General  Motors,  we've  done  it  for  Bell  System, 
ve  done  it  for  Swift  &  Co.  We  can  do  it  for  you.  Write  me.  Ryder  System,  Inc.,  2701  South  Bay- 
>re  Drive,  Miami,  Florida  33133.  Or  call  us  toll-free:  (800)  327-6201. 


The  500  Biggest  Corporations  By  Market  Valu 


Common 

% 

Market 

Change 

Rank 

Value 

Over 

1972  1971 

Company          I 

$000,000) 

1971 

189 

196 

Richardson-Merrell 

862 

13.7 

190 

175 

Lincoln  Natl  Corp 

850 

3.4 

191 

111 

Armstrong  Cork 

848 

-22.9 

192 

220 

Square  0 

847 

18.7 

193 

186 

General  Public  Utils 

846 

6.4 

194 

236 

American  Nat  Gas 

843 

27.6 

195 

181 

Western  Bancorp 

838 

3.7 

196 

274 

Jefferson  Pilot 

836 

45.2 

197 

233 

Contl  Telephone 

829 

24.3 

198 

217 

Duke  Power 

825 

14.9 

199 

179 

Santa  Fe  Industries 

825 

1.5 

200 

205 

Detroit  Edison 

820 

9.2 

201  194  Owens-Coming  Fibrg  812  4.7 

202  214  Melville  Shoe  810  12.2 

203  195  Phelps  Dodge  808  4.7 

204  248  Winn-Dixie  Stores  803  25.9 


205  185 

206  189 

207  166 

208  182 


Allied  Chemical 
Times-Mirror 
Marcor 
Kennecott  Copper 


799 
798 
789 
788 


217  197 

218  191 

219  170 

220  327 


Consumers  Power 
May  Dept  Stores 
National  Steel 
Safeco 


761 
757 
753 
753 


221  301  Ashland  Oil  741 

222  266  Northeast  Utilities  740 

223  300  Liberty  Nat  Life  Ins  738 

224  246  Simplicity  Pattern  738 


225  273  Union  Camp  736 

226  252  Standard  Brands  734 

227  201  Eaton  731 

228  253  Engelhard  Min&Chm  730 


229  251 

230  223 

231  282 

232  216 


Clark  Equipment 
U  S  Fidelity  &  Guar 
Becton,  Dickinson 
W  R  Grace 


730 
727 
726 
723 


233  384 

234  193 

235  244 

236  215 


Howard  Johnson 

FMC 

First  Charter  Fin 

Pabst  Brewing 


722 
720 
720 
719 


-0.4 

0.7 

-6.4 

-2.4 


209  367  Ocean  Drill  &  Explor  785  80.1 

210  285  Gannett  783  40.1 

211  231  Am  Metal  Climax  799  16.4 

212  176  Northwest  Airlines  775  -5.1 


213  164  Greyhound  775  -8.4 

214  206  CPC  International  772  2.9 

215  313  Capital  Holding  765  52.4 

216  230  United  Telecommun  763  13.9 


0.5 
-3.2 
-9.9 
57.1 


42.2 
24.0 
41.5 
15.1 

26.6 
18.0 
-3.0 

17.5 


16.9 
3.8 

29.5 
0.6 


73.4 
-7.6 
12.0 
-0.2 


237  103  American  Airlines  716  -38.0 

238  203  Chemical  New  York  715  -5.1 

239  222  Assoc  Dry  Goods  713  1.7 

240  242  Nat  Cash  Register  712  9.7 


Market 

Change 

Rank 

Value 

Over 

1972 

1971 

Company          ($000,000) 

1971 

241 

360 

Northwest  Bancorp 

710 

60.4 

242 

232 

Rockwell  Intl 

710 

6.3 

243 

281 

Chubb 

710 

26.8 

244 

270 

Armco  Steel 

710 

20.0 

245 

254 

Southern  Railway 

709 

14.7 

246 

264 

Kaufman  &  Broad 

707 

17.9 

247 

346 

Jack  Eckerd 

701 

52.2 

248 

■ 

Warner  Commun 

698 

N.C. 

249 

340 

Broadway-Hale 

695 

49.2 

250 

■ 

H  F  Ahmanson 

694 

N.A. 

251 

162 

UAL  Inc 

691 

-20.0 

252 

226 

Newmont  Mining 

691 

1.0 

253 

173 

Seaboard  Coast  Line 

689 

-16.8 

254 

210 

Norfolk  &  West  Ry 

687 

-7.1 

255 

278 

Bankers  Trust  N  Y 

687 

21.5 

256 

223 

Brunswick 

687 

-1.4 

Common 

%  ; 

Market 

Change 

Rank 

Value 

Over 

1972 

1971 

Company 

($000,000) 

1971 

293 

292 

Allegheny  Power 

607 

11.4 

294 

381 

Quaker  State  Oil  Ref       606 

45.1 

295 

260 

Inland  Steel 

603 

-0.2 

296 

255 

H  J  Heinz 

603 

-2.5 

297 

305 

Bendix 

602 

17.3 

298 

279 

Niagara  Mohawk  Pow      599 

6.0 

299 

328 

McGraw-Edison 

598 

25.5i 

300 

234 

U  S  Industries 

597 

-10.2 

257 

224 

Baltimore  Gas  &  Elec 

686 

-0.7 

258 

229 

Loews 

686 

1.8 

259 

287 

Borg-Warner 

684 

22.7 

260 

187 

Crown  Zellerbach 

682 

-14.1 

261 

400 

Texas  Oil  &  Gas 

677 

70.7 

262 

198 

Carrier 

675 

-10.6 

263 

259 

Winnebago  Inds 

668 

9.3 

264 

263 

Security  Pacific 

666 

11.0 

265 

331 

Southern  Natural  Gas 

661 

39.2 

266 

293 

Genuine  Parts 

658 

20.7 

267 

247 

Dow  Jones 

656 

2.3 

268 

345 

Franklin  Life  Ins 

654 

41.5 

269 

344 

Panhandle  East  Pipe 

652 

40.8 

270 

336 

American  Greetings 

650 

38.3 

271 

240 

Occidental  Petroleum 

647 

-1.1 

272 

418 

Am  Broadcasting  Cos 

646 

72.5 

273 

466 

Chicago  Bridge  &  Iron 

645 

99.9 

274 

140 

Coastal  States  Gas 

645 

-32.2 

275 

289 

Electronic  Data  Sys 

645 

16.4 

276 

398 

Masco 

642 

61.5 

277 

157 

Champion  Intl 

641 

-26.7 

278 

243 

Comsat 

640 

-0.8 

279 

358 

First  Penna  Corp 

639 

44.1 

280 

303 

North  States  Power 

638 

231 

281 

■ 

DEKALB  AgResearch 

637 

139.3 

282 

218 

Owens-Illinois 

636 

-11.3 

283 

207 

CNA  Financial 

635 

-14.6 

284 

265 

Nalco  Chemical 

628 

5.3 

285 

343 

Monumental  Corp 

628 

35.5 

286 

317 

St  Regis  Paper 

625 

25.1 

287 

356 

Western  Union 

623 

40.3 

288 

363 

Sedco 

622 

41.8 

289 

163 

Marlennan 

621 

-28.0 

290 

261 

Burlington  Northern 

615 

2.0 

291 

227 

W  T  Grant 

614 

-93 

292 

284 

Peoples  Gas 

608 

8.7 

337  ■  Hanna  Mining  529 

338  308  American  General  528 

339  ■  Centennial  Corp  526 

340  319  Masonite  526 

341  316  Long  Island  Lighting  525 

342  407  Carolina  Power  &  Lt  524 

343  286  Raytheon  523 

344  379  Auto  Data  Processing  522 


301 

249 

Ohio  Edison 

594 

-5.6 

302 

258 

Combustion  Engineer 

593 

-3.3 

303 

408 

Perkin-Elmer 

592 

53.C 

304 

311 

Pennzoil  Company 

591 

17.: 

305 

333 

IU  International 

590 

306 

396 

Lone  Star  Gas 

580 

44 

307 

430 

USLIFE  Corp 

575 

59 

308 

277 

Con  Natural  Gas 

575 

0. 

309  208  Johns-Manville  574  -22. 

310  323  El  Paso  Natural  Gas  573  17.' 

311  165  Combined  Insurance  567  -32.1 

312  460  NCNB 567  70.) 

313  310  Gen  Tire  &  Rubber  565  11 

314  269  American  Can  561  -5. 

315  351  Gulf  &  Western  Inds  561  23 

316  129  Celanese  561  -43 

317  378  Citizens  &  Southern  561  33 

318  256  Champion  Spark  Plug  560  -9.i 

319  295  Union  Electric  559  4.1 

320  411  Wells  Fargo  555  44 

321  432  Knight  Newspapers  552  53 

322  393  Lowe's  551  36. 

323  297  Maytag  549  3 

324  288  Gulf  States  Utils  549  -li 

325  392  First  Natl  Boston  549  35 

326  403  Petrie  Stores  548  39J 

327  280  Illinois  Power  548  -2, 


328 

321 

Florida  Power 

547 

11. 

329 

427 

Ryder  System 

543 

49. 

330 

394 

Boeing 

542 

34 

331 

436 

Roadway  Express 

541 

51. 

332 

437 

United  Aircraft 

539 

51. 

333 

322 

Dana 

538 

10. 

334 

497 

Tropica na  Products 

533 

83. 

335 

405 

Teleprompter 

532 

36. 

336 

291 

Scott  Paper 

532 

3. 

■ 


34 
6 

.'4 


Not  on  500  list  in  1971.  N.A.  Not  available.  N.C.   Not  comparable. 
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When  the  Air  Force  wanted  an 

air  superiority  fighter, 

it  chose  a  company  with  a  superior  record. 


Products  built  by 
McDonnell  Douglas  work. 
They  do  the  job  for  which 
they  are  intended.  Their  costs 
are  carefully  controlled. 

Although  these  may  seem 
like  values  you  expect  to 
receive,  they  are  product 
virtues  that  distinguish 
McDonnell  Douglas  among 
high- technology  companies. 

Our  F-15  Air  Superiority 
Fighter  for  the  USAF,  now 
being  flight  tested,  is  on  price 
and  on  schedule.  It  is  proving 
to  be  the  most  advanced 


fighter  plane  ever  built.  It  is 
designed  to  control  the  skies, 
whenever  and  wherever 
necessary,  throughout  this 
decade  and  the  next. 
The  F-15  is  an  example  of 
how  we  apply  technology  to 
meet  the  defense  needs  of 
our  nation  and  its  allies. 
But  the  wise  application  of 
what  we  learn  from  today's 
research  and  development  is 


also  at  the  core  of  other 
programs  in  our  future, 
whether  ifs  building  cleaner 
and  quieter  DC  jetliners  for 
airlines,  creating  space  stations 
for  NASA,  or  a  project  as  far 
removed  from  aerospace  as 
operating  communication 
and  information  systems 
for  hospitals. 

To  learn  more  about  how 
we  put  superiority  into  our 
products  and  services,  write 
Box  14526,  St.  Louis,  Mo.  63178. 
We'll  send  our  Annual  Report. 


A  report  to  the  investment 

community  from 

The  Continental  Corporation. 


1972  was  a  fine  year  for  The  Continental  Corporation. 
Our  operating  earnings  were  over  $168  million,  with  an 
after  tax  net  of  $120  million.  This  was  equivalent  to 
$4.72  per  share  of  our  common  stock,  up  more  than 
27%  over  1971— which  was  an  excellent  year,  too. 

Earnings  for  each  quarter  of  1972  surpassed  the  cor- 
responding 1971  quarter.  And  these  results  were  after 
substantial  strengthening  of  the  reserves  of  The 
Continental  Insurance  Companies,  our  property/liability 
subsidiaries. 

Our  consolidated  assets  rose  from  $3.9  billion  to  $4.4 
billion,  an  increase  of  12.6%.  Much  of  this  rise  resulted 
from  market  increases  in  the  value  of  our  investment 
portfolio,  but  a  substantial  portion  was  also  due  to  new 
money  channeled  into  securities.  Netadditionsamounted 
to  $146  million,  flowing  from  favorable  insurance  under- 
writing and  undistributed  earnings. 

Investment  income  was  sharply  higher. 

Income  from  investments  and  real  estate  totaled  $111 
million  last  year,  a  12.6%  increase  over  1971. 

We  continued  to  make  new  placements  in  tax-exempt 
bonds  and  high-yield  preferreds,  but  we  directed  sub- 
stantial investment  funds  to  equities.  At  year  end,  our 
portfolio's  value  was  $2.83  billion,  an  increase  of  $415 
million  for  the  year. 

Substantial  underwriting 
profits  in  almost  all  insurance  categories. 

The  Continental  Insurance  Companies  turned  in  the 
most  profitable  underwriting  record  of  recent  time,  with 
an  adjusted  underwriting  profit  of  $58  million.  Nearly 
every  insurance  category  contributed,  including  the  pre- 
viously unprofitable  automobile  and  homeowners  lines. 

Written  premiums  were  at  a  record  level,  $1.27  bil- 
lion. The  increase  was  only  modest,  however,  approxi- 
mately 3%  for  the  year.  Continued  building  of  our 
premium  volume,  in  combination  with  a  sound  pricing 
philosophy,  is  receiving  top  priority  in  1973. 

During  the  fourth  quarter  we  established  a  $10  mil- 
lion catastrophe  reserve;  this  would  otherwise  have 
added  $.22  to  our  per  share  earnings.  It  is  our  intention 
to  add  $2  million  each  year  until  a  total  of  at  least 
$20  million  is  set  aside. 

Our  property  and  casualty  insurance  subsidiaries  con- 
tinued to  improve  their  operating  efficiencies.  The  ex- 
pense ratio  for  the  year— measuring  our  underwriting 
expenses  against  written  premiums— was  29.3%.  Com- 
pared with  29.9%  in  1971,  the  improvement  contributed 
over  $7  million  to  earnings.  It  is  encouraging  to  note 
that  this  expense  ratio  has  declined  steadily  in  recent 
years.  Five  years  ago  it  was  33.7%. 

International  insurance  a  promising  area  for  expansion. 

During  1972  we  continued  to  expand  our  insurance 
role  overseas.  We  reentered  Japan  on  a  direct  basis,  the 
first  American  insurer  to  gain  that  privilege  in  many 
years.  Tokio  Marine  &  Fire  is  our  general  agent  there, 
reciprocating  the  management  role  we  provide  for  that 
company  in  the  U.S. 

We  also  expanded  our  marine  and  aviation  operations 


iri 


in  the  London  market  in  partnership  with  the  Phoer 
of  London,  a  worldwide  group  in  which  we  hold  a  su 
stantial  stock  interest. 

Continental  is  one  of  the  relatively  few  U.S.  insure ^' 
equipped  to  compete  aggressively  in  the  overse. 
surance  market.  We  view  this  as  a  very  promising  aven  i[i 
for  Continental  growth. 

Other  affiliates  and  subsidiaries  move  ahead. 

American  Title  Insurance  Company,  National  Re 
surance  Corporation,  Security  Reinsurance  reported  n 
ord  earnings.  National  Life  of  Canada  and  National- 
Franklin  Life  also  showed  good  progress.  Our  consu 
finance  operations— Capital  Finance  and  AFCO  Credi 
were  also  profitable. 

Our  holdings  in  Franklin  Life  Insurance  Compar 
which  we  continue  to  regard  as  an  investment  outsi 
of  the  operational  activities  of  the  Corporation,  provid 
us  with  a  substantial  stake  in  that  company's  growth. 

Diners  Club,  despite  a  sharp  improvement  in  opei 
tions,  had  a  pre-tax  loss  to  the  Corporation  of  $6.2  n 
lion.  After  tax  adjustment  the  impact  on  total  earnin 
is  small.  During  the  year  the  last  of  the  Club's  unprol 
able  non-credit  card  operations  were  sold. 

INSCO  Systems  Corp.  and  Underwriters  Adjusti 
Company  were  profitable  and  growing  with  an  increasi 
proportion  of  total  billings  arising  from  accounts  outsi 
the  Continental  companies. 

Officers  and  Directors 

In  July,  John  B.  Ricker,  Jr.  was  appointed  a 
tive  Vice  President  of  the  Corporation,  while  cont 
as  chief  executive  officer  of  Marine  Office-Appleton 
Cox,  our  very  successful  marine  and  aviation  insurar 
affiliate.  George  I.  Davis,  retired  Chairman  of  the  Gle 
Falls  Insurance  Company,  was  succeeded  on  the  C 
poration's  board  of  directors  by  Jerome  H.  Hollar 
recently  U.S.  Ambassador  to  Sweden.  Mr.  Holland  li 
served  on  the  board  of  Firemen's  Insurance,  one  of  c 
subsidiaries,  for  several  years. 

In  accord  with  government  restrictions,  dividends 
our  common  stock  were  maintained  at  $2.00  on  the 
creased  number  of  shares  resulting  from  the  197 1  stc 
dividend.  $2.50  was  paid  on  each  share  of  cumulat 
convertible  preferred  stock,  Series  A  and  B. 

Since  the  end  of  1972,  the  directors  authorized  1 
purchase  of  up  to  500,000  shares  of  Continental  C 
poration  common  stock.  That  program  is  now  being  ( 
plemented.  With  the  market  price  of  our  share 
below  the  book  value  of  $55  per  share— after  a  i 
tion  for  potential  taxes  on  unrealized  capital  gains- 
feel  this  step  will  be  advantageous  over  the  longer  tei 

As  a  final  note,  our  expectation  is  that  1973  will' 
another  good  year  for  Continental. 


in  Exec|:: 
Dntinutf 


N.H.  Wen! worth 

Chairman  of  the  Boai 


lighlights 

ear  ended  December  31 

EVENUE   

^COME  (Before  Taxes  and 

xcluding  Realized  Capital  Gains) 

Income  Taxes  (Credit) 

IET  INCOME 

IET  REALIZED  CAPITAL  GAINS  (After  Taxes) 

)ecember31 

ONSOLIDATED  ASSETS 

APITAL  AND  SURPLUS 

ER  SHARE: 

Net  Income  (Excluding  Realized  Capital  Gains) 

Net  Realized  Capital  Gains 

Capital  and  Surplus(2) 

Assuming  full  conversion  of  preferred  stock: 

Net  Income  (Excluding  Realized  Capital  Gains) 

Net  Realized  Capital  Gains 

Capital  and  Surplus 

1)  Restated  to  reflect  10%  stock  dividend. 

2)  After  deducting  $50  a  share  for  Series  A  and  Series  B  preferred  stock 
and  a  provision  per  share  for  deferred  taxes  as  follows: 
1972-$16.47;      1971— $12.13;      1970-$10.40. 


1972 


1971 


1970") 


(000  omitted) 

$  1,580,512 

$ 

1,559,189 

$  1,470,999 

168,687 

126,754 

61,735 

48,564 

30,712 

(7,487) 

120,123 

96,042 

69,222 

6,532 

34,873 

4,869 

4,432,316 

3,935,839 

3,642,859 

1,482,909 

1,236,739 

1,080,376 

4.72 

3.70 

2.55 

.28 

1.49 

.21 

55.28 

44.78 

38.11 

4.36 

3.49 

2.51 

.24 

1.26 

.18 

53.82 

44.88 

39.21 

of  Directors 
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lye  Union  Insurance  Company 

LAMBERT 
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to-Dominion  Bank 

O.LILLEY 

Telephone  and  Telegraph  Company 


E.  HERRICK  LOW 

Honorary  Vice  Chairman  of  the  Board, 

United  California  Bank 

MILTON  W.  MAYS 

President,  The  Continental  Corporation 

r.e.  mcneill,  jr. 

Retired 

PETERS.  PAINE 

Chairman  of  the  Board, 

Great  Northern  Nekoosa  Corporation 

DALE  E.SHARP 

Retired  Vice  Chairman  of  the  Board, 

Morgan  Guaranty  Trust  Company  of  New  York 

JOSEPH  WEINTRAUB 

Chairman,  Atico  Financial  Corporation 

Chairman,  Pan  American  Bancshares,  Inc. 

NATHAN  H.  WENTW0RTH 
Chairman  of  the  Board, 
The  Continental  Corporation 

F.PERRY  WILSON 

Chairman  of  the  Board  and 
Chief  Executive  Officer, 
Union  Carbide  Corporation 

GEORGE  G.ZIPF 

President  and  Chief  Executive  Officer, 
The  Babcock  &  Wilcox  Company 
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The  Continental  Corporation 


The  Continental  Corporation  is  the  fifth  largest  diversi- 
fied financial  company  in  the  United  States,  and  its  in- 
surance operations  are  among  the  largest  in  the  world. 
Together  with  its  predecessor,  The  Continental  Insurance 
Company,  the  Corporation  has  one  of  the  longest  unin- 
terrupted records  of  cash  dividend  payments  among  all 
companies  listed  on  the  New  York  Stock  Exchange.  This 
year,  1973,  marks  the  121st  consecutive  year  of  divi- 
dend payments  on  our  common  stock. 


For  a  comprehensive  review  of  our  operations,  we  invite  you  to  send  for  our  annual  report. 
Write  Public  Relations  Dept.4,  The  Continental  Corporation,  80  Maiden  Lane,  N.Y.,  N.Y.  10038 


The  500  Biggest  Corporations  By  Market  Vali 


Rank 
1972  1971 


Company 


Market     Change 

Value        Over 

($000,000)    1971 


345  326  Zale  522  8.8 

346  315  Trans  World  Airlines  518  3.6 

347  339  Texas  Gulf  517  10.6 

348  415  Crown  Cork  &  Seal  514  34.9 

349  371  Public  Service  Ind  513  18.9 

350  250  Gen  American  Trans  513  —18.3 

351  451  Economics  Lab  512  50.5 

352  ■  Farmers  Group  511  105.2 

353  350  Interco  510  12.3 

354  ■  Snap-On  Tools  509  85.1 

355  306  Levi  Strauss  507  -1.5 

356  347  Tandy  506  10.1 

357  475  National  Chemsearch  504  58.8 

358  268  Lucky  Stores  501  -15.6 

359  ■  Rite  Aid  497  84.3 

360  298  Am  Smelting  &  Ref  497  -6.1 

361  499  First  Intl  Banc  496  71.9 

362  420  Dr  Pepper  494  32.3 

363  304  Cleveland  Elec  Ilium  493  -4.7 

364  188  Magnavox  492  -38.0 

365  309  No  Ind  Public  Serv  491  -3.5 

366  307  Mellon  Nat  Corp  490  -4.4 

367  489  Champion  Home  490  63.7 

368  361  Southland  Corp  489  10.9 

26.3 
16.2 
95.8 
12.8 


369  409  Hoover  488 

370  382  Gr  Western  Financial  485 

371  ■  WW  Grainger  482 

372  373  Penn  Power  &  Light  481 


373  366  Esmark  478  9.5 

374  390  Pacific  Power  &  Lt  473  16.3 

375  459  Wachovia  472  42.0 

376  212  Teledyne  468  -35.6 

377  ■  J  Ray  McDermott  468  88.8 

378  438  Sunbeam  464  30.8 

379  368  Oklahoma  Gas  &  Elec  464  6.5 

380  490  Emery  Air  Freight  462  54.4 

381  399  Essex  International  461  16.1 

382  377  Time  Inc  461  9.2 

383  335  RHMacy  459  -2.4 

384  318  Northern  Natural  Gas  458  -8.0 

385  461  Dresser  Industries  458  38.8 

386  302  Libbey-Owens-Ford  455  -12.5 

387  441  Ramadalnns  454  29.0 

388  235  Levitz  Furniture  454  -31.5 

389  325  Rorer-Amchem  453  -6.4 

390  413  Stauffer  Chemical  452  18.3 

391  448  Deluxe  Chk  Printers  449  30.3 

392  421  Mercantile  Stores  448  20.1 

393  380  OlinCorp  447  6.7 

394  401  Rollins  446  12.9 

395  334  Timken  Company  443  -6.0 

396  467  Provident  Life  &  Ace  443  37.2 


Common 

% 

Market 

Change 

Rank 

Value 

Over 

1972  1971 

Company         ($000,000) 

1971 

397 

464 

Central  Tel  &  Utils 

442 

36.6 

398 

426 

Gardner-Denver 

441 

20.4 

399 

338 

Martin  Marietta 

440 

-6.1 

400 

■ 

Browning-Ferris  Inds 

439 

104.2 

401 

294 

US  Gypsum 

439 

-19.0 

,    402 

■ 

Freeport  Minerals 

436 

54.1 

403 

372 

Pacific  Lighting 

435 

1.5 

404 

i 

376 

Nat  Dist  &  Chem 

433 

2.4 

405 

471 

Air  Prods  &  Chems 

432 

35.3 

406 

478 

Capital  Cities  Broad 

432 

38.0    , 

407 

410 

Eastern  Air  Lines 

431 

11.7 

'    408 

453 

Anaconda 

430 

26.8 

409 

402 

So  New  Eng  Tel 

430 

8.8 

-    410 

355 

Cincinnati  Gas  &  El 

429 

-3.4 

411 

■ 

Briggs  &  Stratton 

428 

66.0 

412 

429 

Southwestern  Life 

427 

17.6 

413 

330 

Jim  Walter 

427 

-10.2 

414 

271 

Dayton-Hudson 

424 

-27.7 

415 

228 

Litton  Industries 

423 

-37.4 

416 

386 

Duquesne  Light 

422 

2.9 

417 

290 

Monroe  Auto  Equip 

422 

-23.8 

418 

■ 

General  Signal 

422 

470.3 

419 

369 

Trans  Union  Corp 

421 

-2.7 

420 

447 

Signal  Companies 

419 

21.6 

421 

419 

New  England  Electric 

419 

12.0 

422 

456 

Republic  Steel 

419 

25.5 

423 

428 

Hobart  Mfg 

417 

14.5 

424 

■ 

Flying  Tiger 

416 

78.0 

425 

■ 

Houston  Nat  Gas 

414 

574 

426 

225 

Pittston 

411 

-40.6 

427 

385 

B  F  Goodrich 

410 

-0.2 

428 

320 

Uniroyal 

410 

-16.7 

429 

435 

Longs  Drug  Stores 

410 

14.6 

430 

422 

Crum  &  Forster 

409 

10.7 

431 

■ 

Tektronix 

408 

54.5 

432 

299 

Great  Atl  &  Pac  Tea 

407 

-22.5 

433 

445 

NL  Industries 

405 

17.5 

434 

342 

Jewel  Companies 

404 

-13.1 

435 

492 

Williams  Companies 

404 

35.9 

436 

482 

Walter  E  Heller 

402 

30.4 

437 

439 

Cummins  Engine 

400 

13.2 

438 

487 

Bandag 

400 

32.4 

439 

357 

R  R  Donnelley  &  Sons 

400 

-9.9 

440 

■ 

Hartz  Mountain  Ind 

400 

N.A. 

441 

■ 

Unionamerica 

398 

43.5 

442 

349 

Chessie  System 

395 

-12.9 

443 

414 

Centex 

395 

3.7 

444 

■ 

American  Nat  Fin 

395 

49.0 

445 

359 

McGraw-Hill 

394 

-11.1 

446 

388 

Evans  Products 

394 

-3.2 

447 

■ 

Fort  Howard  Paper 

393 

68.6 

448 

389 

Marine  Midland  Bnks 

393 

-3.4 

Rank 
1972  1971 


Company 


Common-    ^> 
Market     Chang 
Value        Ovei 
($000,000)    1971 


449  ■  Damon  391  53.8 

450  454  Potomac  Elec  Power  389  15.: 

451  329  Diamond  Int  388  -18.! 

452  498  Illinois  Tool  Works  388  34.1 

453  446  Morton-Norwich  385 

454  337  Fedders  383 

455  ■  Thomas  &  Betts  381 

456  ■  Medtronic  380 

457  ■  Avery  Products  379  55.! 

458  406  Transcont  Gas  Pipe  376  -3.1 

459  ■  Marion  Labs  376  52. 

460  383  Akzona  375  -10. 

461  433  Wisconsin  Elec  Power  373  4.: 

462  416  National  Serv  Inds  372  -2.' 

463  395  Trane  370  -8.1 

464  375  Technicon  369  -12.1 

465  425  Public  Service  Colo  368  0. 

466  ■  RPScherer  367  82.1 

467  449  Sybron  366  7.1 

468  477  Richmond  Corp  366  16.1 

469  ■  Murphy  Oil  365 

470  259  Skyline  Corp  364 

471  ■  Ponderosa  System  363 

472  ■  AC  Nielsen  362 


473  257  Pan  Am  World  Air  362 

474  ■  Signode  360 

475  ■  Bally  Manufacturing  359 

476  444  Brown-Forman  Dist  359 


-41-1 
45. 

155.1 

3.! 


477  ■  Royal  Crown  Cola  358 

478  374  National  Liberty  358 

479  440  III  Central  Inds  357 

480  ■  PACCAR  355 

481  ■  Nat  Starch  &  Chem  352 

482  442  Northern  Illinois  Gas  352 

483  354  Hilton  Hotels  351      -21. 

484  ■  Rep  Nat  Bank  Dallas  350 

485  ■  Betz  Laboratories  348 

486  ■  Stanley  Works  347 

487  462  Otis  Elevator  347 

488  272  Boise  Cascade  347 


489  433  Seven-Up  346 

490  ■  Louisiana-Pacific  344 

491  353  City  Investing  344 

492  417  Outboard  Marine  343 

493  ■  Commerce  Clearing  341 

494  391  Babcock  ft  Wilcox  340 

495  ■  Mapco  340 

496  412  Kaiser  Alum  ft  Chem  340 

497  332  Prentice-Hall  335     -29. 

498  431  Amfac  335       -7. 

499  ■  DSRevco  333        90 

500  ■  McCormick&Co  332        97 


Not  on  500  list  in  19/1.         N.A.  Not  available. 
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Otimotiori* 


1 1 


ELEVATOR  COMPANY 


*Otimotion  is  turning  an  elevator  into  a  glittering  observation  tower.  It's  engineering 

experience,  innovation  and  the  guts  to  try  something  new.  It's  some  50,000  people  with 

talent  and  imagination  working  in  a  creative  environment.  Otimotion  is 

manufacturer's  maintenance  and  dedication  to  safety.  Otimotion  is  multinational 

capability.  Otimotion  is  a  company  in  motion. 


Yesterday's  no  place  it 


Between  Dallas  and  Fort 
Worth  there  are  some  very 
nice  small  towns,  like  Irving, 
Lewisville,  Coppell  and 
Grapevine,  and  a  very  nice 
telephone  company,  Gen- 
eral Telephone  Company  of 
the  Southwest. 

With  no  offense  intended, 
you  couldn't  in  all  honesty 
say  that  these  communities 
have  been  in  the  forefront 
of  the  Dallas-Fort  Worth 
area's  burgeoning  economic 


expansion.  At  least  until  recently  you  couldn't.    iO 

Suddenly,  the  Dallas  Cowboys  have  a  65,OOC?0 
stadium  in  Irving.  And  there's  a  whole  new  ll 
Flower  Mound,  abuilding  near  Lewisville.  Ano:r 
world's  largest  airport  is  under  construction  p 
Grapevine  in  the  Southwest  Metroplex.  ■$: 

And  suddenly,  that  nice  telephone  company 
whole  new  future. 

At  the  Dallas-Ft.  Worth  airport  alone,  General  fcs 
phone  will  invest  over  $20  million  in  the  new  h$t 
field  exchange,  which  will  have  some  5,000  teleplfa 
(over  600  pay  phones)  in  operation  when  the  at: 
opens  late  in  1973. 

Later  on,  the  Northfield  exchange  will  handled 


>morrow's  some  pkace. 


p  phones,  which  should  be  sufficient  until  the 

000. 

I  that's  just  the  beginning.  Even  without  all  the 

bnstruction,  the  number  of  telephones  in  Irving, 

iample,  has  increased  from  2500  to  60,000  in 

1st  22  years.  By  the  time  the  airport  is  in  full 

:ion,  at  least  25,000  new  residents  are  expected 

ve  into  the  area,  which  will  mean  a  lot  more  new 

s. 

it  means  a  lot  of  money  to  be  invested,  and  an 

fig  new  challenge. 

;  same  kind  of  challenge,  for  General  Telephone 

:tronics,  lies  in  similar  areas  around  the  country 

,<e  suburbs  of  Los  Angeles,  for  example— where 


we're  actively  participating  in  the  expansion  that's 
happened,  and  eagerly  anticipating  the  inevitable  ex- 
pansion to  come. 

We've  been  doing  pretty  well  with  all  our  yester- 
day's no  places  (we  are,  after  all,  the  country's  second 
largest  telephone  company),  and  we're  going  to  do 
even  better  with  all  our  tomorrow's  some  places. 

It's  going  to  be  our  half  century  to  howl. 

GTE,  730  Third  Ave.,  New  York,  N.Y.  10017 
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GEflERAL  TELEPHOnE  G  ELECTROniCS 


It  takes  62,000  pounds 
of  ore  to  copper  pipe 


your  house. 


The  average  three-bedroom  home  contains 

about  500  pounds  of  copper  pipe.  Would  you 

believe  that  we  must  mine  over  31  tons 

of  ore  to  supply  that  much  copper? 

Red  metal  is  only  one  of  24  basic  materials 

which  Asarco  produces  to  support  today's  life 

style.  Without  copper,  good-by  electricity, 


good-by  electronics.  Plumbing  would  be 
primeval.  We'd  lack  some  of  our  best 
roofing,  and  the  bronze  in  our  handsomer 
buildings.  Even  the  brass  to  play  the  blues. 
That's  why  Asarco  works  around  the  world 
to  produce  copper.  Headquarters  at 
120  Broadway,  New  York,  N.Y.  10005. 


ASARCO 

AMERICAN  SMELTING  AND  REFINING  COMPANY 


The  500  Biggest  Corporations 


By 
Assets 


Assets  can  be  the  Rock  of  Gibraltar  for  a  company.  But  when  they  are  not 
properly  used,  they  can  be  its  downfall. 


Revenues  rise  and  fall  with  the 
business  cycle,  sometimes  even  with 
the  weather.  Profits  can  fluctuate 
wildly.  Market  value?  Nothing  is 
more  evanescent.  But  assets,  ah  as- 
sets! They  are  solid.  They  are  tan- 
gible. They  are  there  even  after  a 
bad  profits  year  or  a  crash  in  the 
stock  market. 

Assets  are  the  oldest  way  to  look 
at  corporate  power.  In  the  Twen- 
ties, many  great  corporations  nev- 
er reported  sales  or  revenues.  A 
few  companies,  like  Singer,  for  ex- 
ample, never  even  reported  profits 
and  Eastman  Kodak  never  reported 
revenues.  But  assets— they  all  re- 
ported assets.  This  was  all  the  out- 
side stockholders  were  assumed  to 
need  to  know.  If  the  asset  figure 
was  rising,  one  (it  was  supposed) 
had  nothing  to  worry  about.  Assets 
were  evidence  of  staying  power 
through  cyclical  swings  in  earnings 
—and  of  solvency. 

Today,  it  is  earnings— specifical- 
ly earnings  gains— that  Wall  Street 
worships*  but  Wall  Street  may  be 
following  a  passing  fad.  Even  to- 
day the  very  rich  don't  worry  too 
much  about  income  or  earnings. 
What  they  want  to  know  is:  Are 
my  assets  growing? 

So,  it  is  with  no  apology  that 
Forbes  ranks  assets  as  one  of  the 
four  Dimensions  of  American  In- 
dustry, with  its  own  list  of  the  500 
biggest. 

And  if  those  500  companies 
merged  into  one  superconglom- 
erate,  their  combined  assets  would 
be  $1.3  trillion.  That  is  $449  bil- 
lion more  than  the  total  five  years 
ago.  Then  the  top  ten  companies 
accounted  for  $275  billion,  or  21£. 


Where  a  company  needed  $583 
million  to  make  the  500  list  in  1971 
and  only  $416  million  in  1968,  it 
needed  $667  million  last  year.  All 
but  23  companies  showed  asset 
gains.  Due  partly  to  mergers,  over 
one  in  ten  companies  had  asset 
gains  of  more  than  25%. 

Yes,  we  know.  Assets  aren't  im- 
mutable either.  If  they  were,  there 
wouldn't  be  all  these  write-offs: 
Now  you  see  it,  now  you  don't. 
Machinery  and  locations  and  inven- 
tories can  become  obsolete  long 
before  they  are  fully  written  off. 
Assets,  like  goodwill,  can  vanish 
into  thin  air. 

Then  there  are  assets  that  don't 
show  on  the  balance  sheet.  Some- 
times these  are  quite  tangible— oil 
or  copper  in  the  ground.  Sometimes 
they  are  intangible— IBM's  market- 
ing organization  or  Kodak's  brand 
name.  The  most  intangible  of  all 
assets  is  the  organization  itself, 
which  can  be  translated  into  one 
word:  people. 

The  fact  remains  that  physical 
assets,  capital,  counts  for  much. 
As  we  said  five  years  ago  in  the 
first  edition  of  the  Forbes  500s: 

"In  the  last  analysis,  assets— cap- 
ital—are  at  once  an  opportunity  and 
a  problem.  Used  wisely  and  effi- 
ciently, they  must  in  the  end  pro- 
duce earnings  and  earnings  growth, 
and  with  that,  growth  in  stock  mar- 
ket value.  Used  lazily  and  ineffi- 
ciently, they  must  inevitably  at- 
tract takeover  bids,  because  the 
next  fellow  always  figures  he  can 
do  better  in  producing  a  good  re- 
turn on  those  assets." 

That  still  holds  true  today— more 
than  ever.   ■ 


% Change 

Rank 

Assets 

Over 

1972  1971 

Company          ($000,000) 

1971 

1 

1 

American  Tel  &  Tel 

60,625 

11.1 

2 

2 

Bankamerica  Corp 

40,888 

20.3 

3 

3 

First  Natl  City  Corp 

34,386 

17.4 

4 

4 

Chase  Manhattan 

30,704 

25.3 

5 

5 

Exxon 

21,558 

6.1 

6 

6 

Fed  Nat  Mod  Assc 

20,346 

9.4 

7 

7 

General  Motors 

18,144 

0.0 

8 

9 

J  P  Morgan  &  Co 

16,461 

20.9 

9 

8 

Mfrs  Hanover  Corp 

16,326 

14.4 

10 

11 

Chemical  New  York 

15,435 

22.3 

11 

10 

Western  Bancorp 

15,215 

14.6 

12 

14 

Bankers  Trust  N  Y 

13,349 

23.3 

13 

17 

Continental  Illinois 

12,469 

23.7 

14 

13 

Aetna  Life  &  Cas 

12,108 

11.4 

15 

12 

Texaco 

12,032 

10.1 

16 

16 

Int  Tel  &  Tel 

11,739 

13.6 

17 

18 

Security  Pacific 

11,689 

19.7 

18 

15 

Ford  Motor 

11,615 

10.5 

19 

21 

First  Chicago  Corp 

11,415 

24.1 

20 

19 

Int  Business  Mach 

10,792 

12.7 

21 

22 

Marine  Midland  Bnks  10,684 

16.3 

22 

23 

General  Tel  &  Elec 

9,522 

10.5 

23 

25 

Sears,  Roebuck 

9,326 

12.2 

24 

20 

Gulf  Oil 

9,325 

-1.5 

25 

24 

Mobil  Oil 

9,217 

7.8 

26 

27 

Wells  Fargo 

9,004 

15.4 

27 

26 

Travelers 

8,739 

11.6 

28 

28 

Standard  Oil  (Calif) 

8,080 

7.5 

29 

34 

Charter  NY 

7,449 

22.7 

30 

32 

Mellon  National  Corf 

i    7,405 

15.1 

31 

29 

General  Electric 

7,402 

7.5 

32 

30 

Crocker  Natl  Corp 

7,285 

12.1 
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The  500  Biggest  Corporations  By  Assetf 


%  Change 

Rank 

Assets 

Over 

1972 

1971 

Company          ($000,000) 

1971 

33 

31 

Connecticut  General 

7,129 

10.5 

34 

33 

United  States  Steel 

6,570 

2.5 

35 

39 

First  Natl  Boston 

6,305 

236 

36 

36 

Standard  Oil  (Ind) 

6,186 

9.5 

37 

35 

Natl  Detroit  Corp 

6,148 

8.5 

38 

38 

American  Express 

6,126 

17.7 

39 

37 

CIT  Financial 

5,959 

6.5 

40 

41 

Northwest  Bancorp 

5,803 

14.8 

41 

40 

First  Bank  System 

5,535 

9.1 

42 

42 

Chrysler 

5,497 

10.0 

43 

43 

Consolidated  Edison 

5,262 

7.6 

44 

45 

Shell  Oil 

5.172 

11.3 

45 

46 

Pacific  Gas  &  Elec 

4,993 

7.8 

46 

50 

First  Penna  Corp 

4,946 

20.8 

47 

48 

Tenneco 

4,838 

6.0 

48 

■ 

H  F  Ahmanson 

4,760 

13.8 

49 

49 

Control  Data 

4,644 

3.6 

50 

44 

Atlantic  Richfield 

4,629 

-1.6 

51 

63 

Unionamerica 

4,556 

30.8 

52 

58 

Southern  Company 

4,502 

21.4 

53 

56 

Am  Elec  Power 

4,434 

16.4 

54 

52 

Continental  Corp 

4,432 

12.6 

55 

61 

Franklin  NY  Corp 

4,366 

24.2 

56 

57 

CNA  Financial 

4,362 

15.7 

57  54  Commonwealth  Ed  4,337  10.7 

58  47  Penn  Central  4.311  -6.6 

59  55  Gr  Western  Financial  4,307  12  9 

60  51  E I  du  Pont  4,271  7.2 


61  53  Transamerica  4,221  7.3 

62  67  First  Charter  Fin  3,992  20.9 

63  81  Merrill  Lynch  P  F  S  3,992  39.2 

64  60  Westinghouse  Elec  3,843  8.6 


65 
66 
67 
68 


66  Bank  of  New  York  3,811  15.3 

62  Southern  Cal  Edison  3,777  7.9 

68  Eastman  Kodak  3,749  14.0 

09  Union  Carbide  3,718  4.6 


69  65  Lincoln  Natl  Corp  3,678  10.7 

70  80  Rep  Nat  Bank  Dallas  3,649  26.1 

71  64  Bethlehem  Steel  3,645  5.6 

72  92  First  Intl  Banc  3,485  33.5 


73  69  Goodyear  Tire  &  Rub  3,477  9.2 

74  76  INA  3,404  13.6 

75  75  Pub  Serv  Elec  &  Gas  3,400  12.8 

76  95  Wachovia  3,372  31.0 


77  72  Dow  Chemical  3,313 

78  70  Southern  Pacific  3,293 

79  71  Phillips  Petroleum  3,270 

80  73  Continental  Oil  3,250 


7.6 
3.7 
3.3 
6.6 


81  79  Avco  3,244  11.2 

82  78  Philadelphia  Natl  3,233  10.6 

83  82  Seattle-First  Nat  Bk  3,180  12.8 

84  245  City  Investing  3,141  N.C. 


Rank 
1972  1971 


Company 


%  Change 
Assets        Over 
($000,000)     1971 


85  74  RCA  Corp  3,133  ,        3.5 

86  88  Household  Finance  3,119  15.0 

87  89  Cleveland  Trust  3,097  15.6 

88  87  Beneficial  Corp  3,041  10.1 

89  84  Girard  3,022  7.8 

90  77  Burlington  Northern  2,985  2.1 

91  83  Sun  Oil  2,980  5.9 

92  126  NCNB  2,956  39.8 

93  97  Harris  Bankcorp  2,947  15.3 

94  93  Fir  Wise  Bankshares  2,909  12.2 

95  86  Union  Pacific  Corp  2,809  1.6 

96  101  Phila  Electric  2,785  15.9 

97  103  Detroit  Edison  2,752  15.0 

98  90  Alcoa  2,704  1.5 

99  96  Union  Oil  California  2,696  5.1 

100  102  General  Public  Utils  2,694  12.5 

101  99  Valley  Natl  Bnk  Ariz  2,659  8.4 

102  237  Michigan  National  2,657  103.8 

103  119  American  General  2,652  21.7 

104  148  First  City  Banc  Tex  2,638  40.1 

105  100  Detroit  Bank  &  Trust  2,633  7.9 

106  91  Chessie  System  2,609  -0.2 

107  164  Imperial  Corp  of  Am  2,582  48.8 

108  110  Bancal  Tri-State  2,580  13.0 

109  123  Va  Electric  &  Power  2,577  20.6 

110  112  Int  Harvester  2,574  13.2 

111  105  NortrustCorp  2,565  8.2 

112  94  Occidental  Petroleum  2,562  -0.7 

113  114  Lincoln  First  Banks  2,544  14.8 

114  128  Bancohio  2,532  20.7 

115  115  Consumers  Power  2,531  14.2 

116  106  Marcor  2,523  6.4 

117  127  Duke  Power  2,522  19.9 

118  109  Columbia  Gas  System  2,519  8.9 

119  131  Citizens  &  Southern  2,499  21.6 

120  120  Xerox  2,492  15.6 

121  107  Firestone  Tire  2,475  5.6 

122  104  Mfrs  Nat  Bnk  Detroit  2,441  2.5 

123  108  Cities  Service  2,406  3.5 

124  125  McDonnell-Douglas  2,400  13.2 

125  140  R  J  Reynolds  Inds  2,366  19.9 

126  136  Procter  &  Gamble  2,360  17.3 

127  132  US  Bancorp  2,358  15.1 

128  85  Norfolk  &  Western  Ry  2,355  -15.6 

129  111  Santa  Fe  Industries  2,351  3.0 

130  113  UAL  2,340  4.8 

131  141  NLTCorp  2,304  17.4 

132  146  Fidelity  Corp  (Penn)  2,279  18.6 


133  137  Middle  South  Utils  2,277  13.5 

134  124  Pittsburgh  National  2,276  6.6 

135  118  Honeywell  2,241  2.6 

136  122  Monsanto  2,237  3.9 


Rank 
1972  1971 


Company 


%Changi 
Assets        Over 
($000,000)     1971 


137  116  Seaboard  Coast  Line  2,236 

138  129  Gulf  &  Western  Inds  2,230 

139  165  Nat  City  Bnk  Cleve  2,225 

140  208  Sec  Natl  Bank  LI  NY  2,185 


141 

135 

Getty  Oil 

2,182 

8.2 

142 

150 

Shawm  ut  Association 

2,180 

15.9 

143 

145 

J  C  Penney 

2,154 

11.9 

144 

130 

Weyerhaeuser 

2,137 

2.8 

145 

98 

Boeing 

2,127 

-13.J 

146 

147 

Texas  Utilities 

2,121 

12.6 

147 

133 

Armco  Steel 

2,083 

1.9JI 

148 

188 

Texas  Com  Banc 

2,077 

36.5 

1 
1 

149 

134 

International  Paper 

2,076 

1.8 

150 

161 

Florida  Power  &  Lt 

2,068 

17.4 

151 

138 

Litton  Industries 

2,057 

4.1 

152 

139 

El  Paso  Natural  Gas 

2,040 

3.2 

> 
1 

153 

149 

Texas  Eastern  Trans 

2,017 

714.: 

154 

152 

Marine  Bancorp 

2,006 

7.2  j 

155 

163 

Minn  Mining  &  Mfg 

1,993 

14.2 

156 

166 

Northeast  Utilities 

1,985 

15.! 

157 

257 

First  Empire  State 

1,981 

64.! 

158 

160 

Niagara  Mohawk  Pow 

1,979 

ll.|| 

159 

143 

American  Brands 

1,974 

2.f " 

160 

144 

Reynolds  Metals 

1,963 

1.1 

1 
1 

161 

185 

Equimark 

1,941 

26.: 

162 

159 

American  Nat  Gas 

1,939 

8-fl 

163 

153 

National  Steel 

1,925 

4.5 

164 

177 

Centran  Bancshares 

1,919 

21.) 

F 

1 

165 

200 

Southeast  Bank  Corp 

1,915 

31.11 

166 

157 

Caterpillar  Tractor 

1,912 

5.6 

167 

184 

United  Va  Bankshare 

1,900 

23.|| 

168 

158 

Investors  Div  Serv 

1,891 

5. 

169 

178 

U  S  Fidelity  &  Guar 

1,881 

19J 

170 

154 

Kennecott  Copper 

1,846 

O.J 

171 

178 

Financial  General 

1,828 

16.2 

172 

156 

Standard  Oil  (Ohio) 

1,802 

-0.; 

■ 

173 

162 

Republic  Steel 

1,799 

174 

197 

Cameron  Financial 

1,789 

20.! 

175 

142 

LTV 

1,785 

t9J 

176 

117 

Boise  Cascade 

1,782 

-18.1 

177 

172 

W  R  Grace 

1,781 

8.1 

178 

155 

Pan  Am  World  Air 

1,764 

-3.1 

179 

187 

Amer  Fletcher 

1,762 

16.1 

180 

175 

Mercantile  Bancorp 

1,736 

1 

181 

183 

Pennzoil  Company 

1,734 

12.1 

182 

170 

American  Airlines 

1,732 

m 

183  173     Southern  Railway         1,731 

184  181     United  Telecommun      1,729 


185  176  FWWoolworth  1,720 

186  168  Kaiser  Alum  &  Chem  1,709 

187  171  Celanese  1,705 
I    188  216  Philip  Morris  1,701 


10.- 

8.1 

2 

2. 

m 


■    Not  on  500  list  in  1971. 


N.C.   Not  comparable. 
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HOW  TO  START  WRITING 
A  NEW  SUCCESS  STORY 


DOING  BUSINESS  IN  CANADA 


Get  a  copy  of  our  non-fiction  classic  called 
"Doing  Business  in  Canada." 

Here  are  more  than  60  pages  of  fact  and  infor- 
mation that  give  anyone  the  best  basic  back- 
ground available  on  setting  up  and  conducting  a 
successful  business  in  Canada. 

You'll  find  sections  on  incorporation  fees  . . . 
Canadian  taxes,  labor  legislation  .  ..financial  serv- 
ices and  even  helpful  information  for  executives 
moving  North. 

You  can't  buy  this  book,  so  it's  not  on  any  best 
seller  list.  It's  read  thoroughly  by  any  number  of 


businessmen  who  thoroughly  believe  in  the  long 
range  future  of  Canada. 

If  you'd  like  a  copy,  we  have  one  reserved.  Use 
your  company  letterhead.  Attention  Dept.  F. 


<i> 


CANADIAN  imperial 

BANK  OF  COMMERCE 


Over  1500  Branches  and  Over  $13  Billion  in  Assets 

Head  Office:  Commerce  Court,  Toronto  ,  Canada 
New  York  Office:  22  William  St.,  N.  Y.  10005 
Telephone:  (212)  DIgby  4-3800 


The  500  Biggest  Corporations  By  Ass 


%  Change 

% Change 

%ci 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

Rank 

Assets        ( 

1972 

1971 

Company          ($000,000) 

1971 

1972 

1971 

Company         ($000,000) 

1971    . 

1972 

1971 

Company          ($000,000)     1' 

189 

151 

Georgia-Pacific 

1,700 

-9.2 

241 

225 

Transcont  Gas  Pipe 

1,465 

*■  7.5 

293 

275 

Greyhound 

i,230 

190 

255 

United  Jersey  Banks 

1,689 

39.1 

242 

253 

Virginia  National 

1,454 

17.5 

294 

214 

United  Aircraft 

1,2*4     - 

191 

167 

Nat  Cash  Register 

1.689 

0.0 

243 

218 

Burlington  Ind 

1,441 

3.7 

295 

290 

Warner-Lambert 

1,216 

192 

179 

Rapid-American 

1,687 

7.3 

244 

206 

First  Boston  Corp 

1,436 

1.2 

296 

284 

Potomac  Elec  Power 

1,216 

193 

182 

Indiana  National 

1,686 

8.0 

245 

204 

Lykes-Youngstown 

1,433 

-0.4 

297 

■ 

United  Financial  Cal 

1,203        r 

194 

222 

St  Paul  Companies 

1,685 

22.6 

246 

298 

Barnett  Banks  Fla 

1,425 

35.5 

298 

343 

First  Banc  Group(Oh) 

1,200      : 

195 

236 

Hartford  Natl 

1,674 

28.4 

247 

229 

Con  Natural  Gas 

1,422 

6.4 

299 

309 

Gibraltar  Financial 

1,193 

196 

251 

CBT  Corp  (Hartford) 

1,673 

33.6 

248 

283 

Carolina  Power  &  Lt 

1,419 

27.4 

300 

289 

FMC 

1,188 

197 

202 

Baltimore  Gas  &  Elec 

1,671 

14.6 

249 

235 

United  Bank  Corp  NY 

1,417 

8.5 

301 

287 

Riggs  Natl  Bnk  Wash 

1,183 

198 

174 

Allied  Chemical 

1,661 

1.5 

250 

234 

Franklin  Life  Ins 

1,412 

7.7 

302 

319 

Fidelity  Union  Banc 

1,155        ; 

199 

196 

Sperry  Rand 

1,654 

11.6 

251 

259 

Crum  &  Forster 

1,409 

17.5 

303 

292 

Teledyne 

1,145 

200 

190 

Union  Electric 

1,643 

9.1 

252 

249 

Am  Metal  Climax 

1,408 

12.4 

304 

281 

Panhandle  East  Pipe 

1,143 

201 

198 

Lockheed  Aircraft 

1.632 

10.9 

253 

238 

Central  &  South  West 

1,407 

8.9 

305 

315 

Safeway  Stores 

1,137 

202 

169 

Singer 

1,609 

-3.7 

254 

227 

B  F  Goodrich 

1,401 

4.4 

306 

334 

Banco  Popular  PR 

1,134 

203 

250 

III  Central  Inds 

1,607 

28.3 

255 

233 

PPG  Industries 

1,395 

5.6 

307 

339 

Richmond  Corp 

1,134 

204 

205 

North  States  Power 

1,607 

12.1 

256 

241 

American  Cyanamid 

1,389 

8.4 

308 

302 

Pacific  Power  &  Lt 

1,126 

205 

195 

American  Nat  Fin 

1,607 

8.0 

257 

288 

S  S  Kresge 

1,383 

26.2 

309 

311 

Walter  E  Heller 

1,124 

206 

307 

Southwest  Bancshres 

1,606 

57.9 

258 

242 

Federated  Dpt  Stores 

1,380 

7.9 

310 

294 

United  Brands 

1,118 

207 

230 

First  Natl  State  N  J 

1,603 

20.0 

259 

231 

Amerada  Hess 

1,378 

3.8 

311 

314 

Textron 

1,115 

208 

209 

Trans  World  Airlines 

1,600 

13.2 

260 

254 

Trust  Co  Georgia 

1,373 

12.4 

312 

323 

W  T  Grant 

1,111 

209 

203 

Anaconda 

1,600 

10.0 

261 

258 

Leasco  Corp 

1,365 

13.6 

313 

312 

Gulf  States  Utils 

1,109 

210 

199 

General  Foods 

1,597 

9.0 

262 

243 

Pacific  Lighting 

1,357 

6.1 

314 

262 

Olin  Corp 

1,101        - 

211 

191 

Baystate 

1,592 

6.1 

263 

277 

Commerce  Banc 

1,334 

17.1 

315 

■ 

Nationwide  Corp 

1,097 

212 

189 

Jefferson  Pilot 

1,591 

5.7 

264 

247 

Borden 

1,333 

6.0 

316 

328 

American  Intl  Group 

1,095 

213 

317 

Midlantic  Banks 

1,589 

65.6 

265 

330 

Capitol  Holding 

1,330 

44.8 

317 

303 

Crown  Zellerbach 

1,090 

214 

226 

Prow  Nat  Corp  (Phila) 

1,587 

17.8 

266 

267 

New  Eng  Mer  Nat  Bk 

1,330 

12.8 

318 

403 

Beatrice  Foods 

1,088 

215 

266 

Fir  Nat  Hold  (Atlan) 

1,581 

34.2 

267 

244 

Signal  Companies 

1,328 

4.3 

319 

338 

Amer  Secur  &  Trust 

1,086        2 

216 

213 

Champion  Intl 

1,579 

12.9 

268 

263 

Financial  Federation 

1,318 

11.2 

320 

331 

Duquesne  Light 

1,084 

217 

180 

Continental  Can 

1,575 

0.2 

269 

269 

Florida  Nat  Banks 

1,316 

12.9 

321 

300 

CPC  International 

1,084 

218 

192 

Northern  Natural  Gas 

1,569 

5.1 

270 

279 

Chubb 

1,311 

16.3 

322 

305 

Martin  Marietta 

1,080 

219 

265 

Industrial  Bancorp 

1,567 

32.7 

271 

256 

New  England  Electric 

1,311 

8.3 

323 

367 

Alabama  Bancorp 

1,079        3 

220 

211 

Contl  Telephone 

1,566 

11.3 

272 

280 

American  National 

1,306 

16.2 

324 

297 

Wisconsin  Elec  Pow 

1,073 

221 

201 

Deere 

1,554 

6.6 

273 

296 

Union  Commerce 

1,302 

23.1 

325 

337 

Cleveland  Elec  Ilium 

1,057 

222 

252 

First  Commercial  Bnk 

1,546 

24.6 

274 

278 

USLIFECorp 

1,296 

14.8 

326 

356 

United  Banks  of  Colo 

1,056        2 

223 

239 

State  Street  Boston 

1,531 

18.8 

275 

285 

First  &  Merchants 

1,294 

16.6 

327 

325 

American  Financial 

1,050 

224 

212 

IU  International 

1,528 

8.6 

276 

310 

Bank  of  Virginia 

1,282 

30.7 

328 
329 

409 
326 

US  Natl  Bank  Calif 
US  Industries 

1,047  4 
1,045 

225 

223 

Allegheny  Power 

1,524 

11.6 

277 

276 

Western  Union 

1,280 

12.3 

226 

210 

Peoples  Gas 

1,523 

8.2 

278 

304 

Ashland  Oil 

1,275 

23.8 

330 

264 

American  Standard 

1,045      | 

227 

215 

First  Union 

1,522 

9.2 

279 

274 

Ohio  Edison 

1,272 

11.0 

331 

308 

Phelps  Dodge 

1,043    •  1 

228 

246 

Fir  Sec  Salt  Lake 

1,518 

19.8 

280 

301 

Pfizer 

1,267 

22.3 

332 

329 

Am  Home  Products 

1,042        1 

229 

220 

Rockwell  Intl 

1,515 

9.7 

281 

273 

Loews 

1,260 

9.2 

333 

399 

Northern  States  Banc 

1,037       I 

230 

217 

Marathon  Oil 

1,514 

8.8 

282 

293 

Eastern  Air  Lines 

1,254 

16.9 

334 

248 

Bank  of  Comwealth 

1,036  -I 
1,034        « 

231 

219 

Owens-Illinois 

1,498 

7.9 

283 

271 

Southwestern  Life 

1,254 

7.9 

335 

423 

Central  Bancorp 

232 

228 

Maryland  Natl 

1,495 

11.4 

284 

373 

First  At  Orlando 

1,247 

55.7 

336 

320 

May  Dept  Stores 

1,029 

233 

193 

American  Can 

1,492 

0.0 

285 

291 

Houston  Lt  &  Pow 

1,247 

14.9 

337 

318 

St  Regis  Paper 

1,028 

234 

194 

Burroughs 

1,490 

0.2 

286 

270 

Kraftco 

1,245 

7.0 

338 

316 

Borg-Warner 

1,021 

235 

224 

Uniroyal 

1,484 

8.7 

287 

299 

Union  Planters  Corp 

1,245 

18.7 

339 

306 

National  General 

1,020      M 

236 

232 

Society  Corp 

1,480 

11.8 

288 

272 

Long  Island  Lighting 

1,244 

7.4 

340 

268 

General  Dynamics 

1,015     M 

237 

207 

Missouri  Pacific  RR 

1,480 

4.4 

289 

295 

Huntington  Bancshrs 

1,237 

15.9 

341 

333 

Gen  Tire  &  Rubber 

1,013 

238 

240 

Penn  Power  &  Light 

1,475 

15.0 

290 

282 

TRW 

1,236 

10.7 

342 

341 

Safeco 

1,004 

239 

221 

Inland  Steel 

1,473 

7.0 

291 

260 

Bendix 

1,235 

3.0 

343 

340 

Illinois  Power 

1,003 

240 

261 

First  Tennessee  Nat 

1,468 

22.8 

292 

286 

Coca-Cola 

1,232 

11.2 

344 

387 

First  Amtenn 

1,002        38 

■   Not  on  500  list  in  1971.        N.C    Not  comparable. 
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Thanks  to  these  people  and  427988  others, 
1972  was  a  great  year. 


People  like  Hernando  Blanco, 
Peter  Brinkerhoff,  Pushpalata  Chakra- 
varthula,  Tad  Dmochowski,  Mar- 
garet Gyumolcs,  Ray  Holloway,  Henri 
Lellouche,  Maureen  Monahan,  Aida 
Olivo,  Arthur  Schmitt,  Anna  Shek  and 
Grace  White. 

The  efforts  of  our  428,000  people, 
worldwide,  made  1972  the  13th  con- 
secutive year  of  new  records  in 
sales,  income  and  earnings  per  share. 

Worldwide  sales  and  revenues 
for  1972  reached  new  highs. 

Total  worldwide  sales  and  reve- 
nues for  1972  reached  a  new  high  of 
approximately  $8.6  billion,  an  in- 
crease of  12  percent  over  restated 
1971  sales  of  $7.7  billion. 

In  addition,  finance  company 
revenues  and  insurance  premiums 
earned  increased  last  year  to  $1.7 
billion,  up  14  percent  from  $1 .5  bil- 
lion in  1971. 


Consolidated  income  for  the  year, 
before  extraordinary  items,  rose 
to  $477  million,  a  gain  of  12  percent, 
compared  with  restated  1971  in- 
come before  extraordinary  items  of 
$427  million. 

Telecommunications  and  financial 
services  were  areas  of  strength. 

This  income  was  equal  to  $3.80  per 
share  on  an  average  of  124  million 
common  and  common  share  equiva- 
lents outstanding,  an  increase  of  11 
percent  over  1971  per  share  earnings 
of  $3.43  on  123  million  shares 
outstanding. 

The  financial  results  for  1971  have" 
been  restated  to  include  the  opera- 
tions of  companies  acquired  in  "pool- 
ing of  interests"  transactions 
in  1972. 

We  attribute  much  of  the  improve- 
ment in  sales  and  earnings  for 
1972  to  continued  strong  worldwide 


demand  for  our  telecommunications 
equipment,  principally  in  Europe, 
and  also  to  gains  in  the  financial  serv- 
ices areas,  including  The  Hartford 
Group.  Other  areas  of  strength  includ- 
ed worldwide  communications 
operations,  consumer  products  and 
natural  resources. 

If  you  would  like  a  copy  of  our1972 
Annual  Report,  write:  Director  of 
Investor  Relations,  International  Tele- 
phone and  Telegraph  Corporation, 
320  Park  Avenue,  New  York,  N.Y.  10022. 
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SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


The  500  Biggest  Corporations  By  Assei 


% Change 

% Change 

%Chan 

Rank 

Assets 

Over 

Rank 

J 

Issets 

Over 

Rank 

Assets 

Ove 

1972  1971 

Company         ($000,000) 

1971 

1972 

1971 

Company          ($000,000) 

1971 

1972  1971 

Company          ($000,000) 

197J 

345    321 

Allied  Stores 

1,001 

5.1 

397 

381 

Consolidated  Foods 

867 

16.8 

449 

419 

Dresser  Industries 

745 

5.; 

346    353 

No  Ind  Public  Serv 

988 

16.2 

398 

412 

Williams  Companies 

866 

19.9 

450 

■ 

Liberty  Natl  Corp 

740 

10.1 

347    371 

First  Natl  Bancorp 

994 

22.2 

399 

347 

Mead 

866 

-0.3 

451 

413 

Combustion  Engineer 

740 

2.! 

348    345 

Public  Service  Colo 

994 

13.8 

400 

388 

Holiday  Inns 

864 

13.1 

452 

■ 

Security  NY  State 

737 

27.; 

349      ■ 

Equitable  Life  Iowa 

993 

3.7 

401 

357 

Gen  American  Trans 

864 

1.9 

453 

■ 

National  Central 

737 

9.; 

350    335 

Am  Smelting  &  Ref 

990 

9.3 

402 

350 

Union  Nat  Bank  Pitt 

863 

0.1 

454 

448 

Johns-Manville 

736 

12.1 

351     342 

Boston  Edison 

988 

11.9 

403 

421 

General  Reinsurance 

862 

22.0 

455 

470 

Hamilton  Bancshares 

733 

17.; 

352    372 

Jim  Walter 

983 

21.5 

404 

397 

ContinentalBank(Pa) 

857 

13.2 

456 

■ 

Republic  Nat  Bnk  NY 

733 

69 

353    363 

Johnson  &  Johnson 

981 

18.2 

405 

406 

Newmont  Mining 

857 

15.0 

457 

431 

Gulf  Life  Holding 

731 

5.' 

354    369 

Florida  Power 

981 

20.1 

406 

374 

Bristol-Myers 

854 

7.3 

458 

410 

Kaiser  Steel 

731 

0, 

355    332 

First  Nat  Bank  Cinn 

981 

7.3 

407 

396 

Citizens  Fidelity  Bk 

853 

12.4 

459 

■ 

First  Texas  Fin 

730 

25J 

356    352 

Marshall  &  llsley 

981 

14.1 

408 

428 

D  H  Baldwin 

852 

23.1 

460 

469 

Arizona  Public  Serv 

729 

17' 

357    313 

Great  Atl  &  Pac  Tea 

978 

-0.1 

409 

458 

First  Virginia  Bank 

850 

33.1 

461 

424 

Diamond  Shamrock 

728 

3. 

358    361 

Dart  Industries 

976 

17.1 

410 

368 

Northwest  Industries 

846 

3.5 

462 

■ 

Cerro 

727 

32 

359    344 

Cincinnati  Gas  &  El 

974 

10.9 

411 

389 

Public  Service  Ind 

838 

9.8 

463 

418 

Texas  Gas  Trans 

723 

1. 

360    375 

Equitable  Bancorp 

968 

21.7 

412 

408 

Central  Tel  &  Utils 

836 

12.5 

464 

■ 

Wilmington  Trust  Del 

722 

25 

361     327 

Nat  Dist  &  Chem 

966 

3.7 

413 

392 

Ingersoll-Rand 

836 

10.0 

465 

434 

Campbell  Soup 

722 

6 

362    366 

Atlantic  Bancorp 

966 

18.0 

414 

382 

Allis-Chalmers 

835 

6.8 

466 

455 

Banco  Credito 

721 

12 

363    324 

Kimberly-Clark 

963 

2.6 

415 

386 

Merc  Nat  Bnk  Dallas 

823 

6.4 

467 

467 

Fifth  Third  Bank 

720 

14 

364    358 

First-Citizens  (NC) 

962 

13.8 

416 

420 

Merck 

820 

15.6 

468 

460 

Heritage  Bancorp 

719 

13 

365    385 

Whitney  Holding 

954 

23.0 

417 

393 

Northern  Illinois  Ga 

819 

7.5 

469 

425 

Standard  Brands 

719 

3 

366      ■ 

Arlen  Realty  &  Dvpt 

953 

3.5 

418 

415 

Am  Bank  &  Trust  (Pa) 

818 

14.0 

470 

■ 

Central  Bancshares 

717 

28 

367    348 

So  New  England  Tel 

951 

9.9 

419 

402 

General  Mills 

818 

9.0 

471 

443 

Babcock  &  Wilcox 

717 

8 

368    355 

Hawaii  Bancorp 

949 

10.6 

420 

416 

Old  Kent  Financial 

813 

13.3 

472 

390 

Talcott  National 

716 

-6 

369    360 

Eaton 

948 

13.3 

421 

398 

Kroger 

811 

7.2 

473 

444 

Flying  Tiger 

716 

8. 

370    349 

Liberty  Nat  Life  Ins 

936 

8.2 

422 

400 

H  J  Heinz 

808 

7.2 

474 

445 

Foremost-McKesson 

713 

8 

371     346 

Esmark 

936 

7.7 

423 

405 

South  Carolina  Natl 

808 

8.3 

475. 

459 

So  Carolina  El  &  Gas 

712 

11 

372    365 

PepsiCo 

936 

13.0 

424 

391 

Kerr-McGee 

807 

5.8 

476 

437 

Texas  Gulf 

711 

6 

373     336 

Ralston  Purina 

933 

3.9 

425 

452 

Merchants  National 

803 

23.7 

477 

■ 

First  Florida  Banc 

711 

27. 

374    449 

Colgate-Palmolive 

930 

42.5 

426 

394 

N  Y  State  Elec  &  Gas 

803 

5.6 

478 

■ 

Tenn  Valley  Bancorp 

709 

45 

375    362 

CBS 

928 

11.8 

427 

426 

Engelhard  Min&Chem 

798 

14.6 

479 

447 

Anheuser-Busch 

698 

6 

376    395 

Northwestern  Fin 

926 

21.9 

428 

438 

Hospital  Trust  Corp 

796 

19.9 

480 

■ 

Fidelity  Corp(VA) 

697 

28 

377    364 

Fir  Nat  Bnk  Maryland 

922 

11.1 

429 

439 

Coastal  States  Gas 

796 

20.3 

481 

■ 

Lone  Star  Gas 

696 

24. 

378    322 

Northwest  Airlines 

920 

-2.5 

430 

441 

Fir  Okla  Bncorp  Okla 

795 

20.4 

482 

487 

San  Diego  Gas  &  Elec 

695 

16 

379    422 

First  Natl  Charter 

920 

30.4 

431 

466 

United  Missouri  Banc 

793 

25.9 

483 

446 

Greater  Jersey  Banc 

694 

5 

380    351 

Schlumberger  Ltd 

915 

6.2 

432 

430 

First  Hawaiian  Bank 

790 

14.4 

484 

■ 

Dep  Guar  Nat  Bnk  Mis 

692 

19 

381    378 

Dominion  Bancshares 

914 

15.6 

433 

403 

Dayton-Hudson 

788 

5.3 

485 

462 

Nabisco 

691 

9 

382    450 

First  Commerce  Corp 

911 

40.0 

434 

417 

Southern  Natural  Gas 

786 

9.8 

486 

483 

Corning  Glass  Works 

689 

15 

383    411 

Fort  Worth  Natl  Corp 

900 

24.5 

435 

407 

Delta  Air  Lines 

781 

4.9 

487 

479 

CP  Financial  Corp 

688 

12 

384    414 

Provident  Life  &  Ace 

900 

25.4 

436 

435 

Chicago  Milwaukee 

777 

15.0 

488 
489 

486 

Union  Trust  Bancorp 

687 

14 

385    377 

Norton  Simon 

900 

13.7 

437 

453 

Motorola 

776 

19.9 

491 

AMF 

686 

16 

386    433 

Halliburton 

885 

29.1 

438 

■ 

Warner  Commun 

775 

N.C. 

490 

461 

Rohm  &  Haas 

683 

387    454 

Indust  Valley  Bank 

881 

36.3 

439 

429 

Fir  Nat  Bnk  Trustees 

772 

11.6 

491 

■ 

Alabama  Financial 

679 

16 

388    383 

Hercules 

879 

12.5 

440 

456 

Central  Natl  Chicago 

771 

20.2 

492 

■ 

Gillette 

678 

389    436 

Studebaker-Worthing 

877 

30.1 

441 

451 

First  United  Bancorp 

769 

18.4 

493 

■ 

Natl  State  Bank  NJ 

678 

] 

390    359 

So  Calif  Fir  Natl 

874 

3.6 

442 

432 

Suburban  Bancorp 

768 

11.5 

494 

475 

Washington  Natl  Corp 

676 

10 

391     376 

Marine  Corp 

872 

10.2 

443 

427 

Trans  Union  Corp 

768 

10.5 

495 

442 

New  Jersey  National 

675 

■ 

392    370 

United  Merch  &  Mfrs 

870 

6.7 

444 

464 

Idaho  First  Natl  Bnk 

767 

21.3 

496 

■ 

Govt  Employees  Ins 

673 

.1 

393    380 

NL  Industries 

869 

11.1 

445 

463 

Bache  &  Co 

762 

20.4 

497 

■ 

Associated  Dry  Goods 

672 

.4 

394     379 

Eli  Lilly 

868 

10.2 

446 

482 

Arizona  Bank  (Phoe) 

759 

26.3 

498 

480 

Northeast  Bancorp 

672 

" 

395    354 

Scott  Paper 

868 

1.1 

447 

■ 

First  Alabama  Banc 

754 

16.2 

499 

457 

Ethyl 

670 

< 

396    384 

Squibb  Corp 

867 

11.1 

448 

490 

First  Financial 

748 

26.2 

500 

■ 

No  Cal  Savings  &  Loan 

667 

n 

■   Not  on  500  list  in  1971.         NX    1 

tat  comparable. 
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>PG  HAS  A  PAINT  THAT  CAN  SAVE  LIVES. 


■ 


.::' 


t's  called  Speedhide®  Latex  Fire 
^etardant  Paint. 

PPG  developed  it  for  profes- 
sional use  in  nursing  homes, 
lospitals,  schools,  apartments 
and  other  buildings  that  can  be 
>low  or  difficult  to  evacuate. 

When  fire  strikes,  this  unusual 
oaint  bubbles  up  into  a  thick 
Drotective  film  on  walls,  ceilings 
>r  other  surfaces.  It  retards  the 
lames,  with  minimum  smoke, 


and  can  provide  those  precious 
extra  minutes  for  people  to 
escape. 

PPG  makes  upgraded  prod- 
ucts like  this  because  it's  better 
for  us,  and  better  for  our  cus- 
tomers. In  fact,  we  try  to  make 
things  better  or  easier  or  safer  for 
people  in  everything  we  do. 

That's  our  way  of  doing 
business — in  glass,  fiber  glass, 
chemicals  and  paints — and  it 


works  very  well.  Send  for  our 
Annual  Report  and  see. 
PPG  Industries,  Inc.,  10E, 
Gateway  One,  Pittsburgh,  Pa. 
15222. 

PPG:  a  Concern  for  the  Future 


INDUSTRIES 


MISCONCEPTION 

With  building  costs  so  high,  electric  power 
companies  should  cut  down  on  construction. 


FACT: 


Electric  utilities  can't 
put  off  building  gen- 
erating and  transmis- 
sion facilities  until 
construction  costs  and 
interest  rates  decline. 
We  must  provide 
electricity,  whenever 
and  wherever  our 
customers  need  it. 
The  demand  for 
electricity  in  the  area 
served  by  The 
Southern  Company 
system  has  doubled 
in  less  than  eight 


Model  of  nuclear  reactor  vessel  at  one  of  The  Southern  Company 

s  now  under  construction. 


w,-\oro    _       j    •  Modeiofnuciearreactorvesseiator.ee 

yedio    and    IS       system's  nuclear-fueled  generating  plant 


We're  caught  in  a 
tight  time-table  of 
reality.  It  takes  from 
four  to  five  years  to 
build  a  new 
generating  plant— 
and  up  to  ten  years 
for  those  that  are 
nuclear-fueled.  We 
must  build  plants 
today,  despite 
inflationary  costs,  so 
that  we'll  be  able  to 
meet  our  customers' 
future  power 
requirements. 
If  you'd  like  to 


expected  to  double  again  by  1 980.  To  know  more,  write  for  our  pamphlet  01 

meet  this  growing  demand,  the  system  construction.  The  Southern  Compaq 

will  require  some  3  billion  dollars  for  Dept.  342AF,  R  0.  Box  720071 , 

construction  over  the  next  three  years.  Atlanta,  Georgia  30346. 

The  Southern  Company  system:  working  toward  tomorrow,  today. 

Alabama  Power  Company    Georgia  Power  Company     Gulf  Power  Company     Mississippi  Power  Company    Southern  Services.  Inc.    Southern  Electric  Generating  C< 


The  500  Biggest  Corporations 


By 
Profits 


Profit  gainers  outscored  losers  ten  to  one  in  1972, 
although  49  companies  fouled  out  of  the  list. 

Profits  are  the  winning  points  in  the  corporate  game. 
Sales,  assets,  all  the  rest  are  merely  means  to  profits. 

In  a  year  that  saw  price  controls  under  Phase  2,  cor- 
porate profits  came  on  strong.  The  total  profits  of  the 
Forbes  500  were  $42  billion  in  1972,  up  17%  from  $36 
billion  the  year  before. 

It  took  $19  million  in  profits  in  1972  to  make  the  list, 
vs.  $16  million  in  1971  and  $14  million  five  years  ago. 
Of  the  top  500  companies,  only  48  failed  to  record  a 
profit  gain,  compared  with  55  companies  with  increases 
over  50%,  and  almost  half  of  those  had  gains  of  over  100%. 

Both  American  Telephone  &  Telegraph  and  General 
Motors  had  over  $2  billion  in  profits,  Exxon  and  IBM 
exceeded  $1  billion.  Eighty-five  companies  exceeded  $100 
million  in  profits,  27  more  than  five  years  ago.  There 
were  some  spectacular  comebacks  in  1972.  RCA,  which 
was  $156  million  in  the  red  in  1971,  reported  $158  mil- 
lion and  ranked  40th  on  the  list.  Fo»r  companies,  B.F. 
Goodrich,  TWA,  Republic  Steel  and  NL  Industries,  which 
did  not  make  the  list  in  1971,  posted  outstanding  profit 
gains,  1000%  or  more. 

In  a  class  by  themselves  were  the  33  companies  that 
failed  to  make  any  of  the  other  Forbes  500  lists,  assets, 
revenues  or  market  value.  Over  half  of  these  were  utility 
companies  like  Dayton  Power  &  Light,  Tampa  Electric 
and  Portland  General  Electric,  which  commonly  have  a 
high  return  on  sales  (often  over  15%)  because  of  their 
enormous  investment  in  fixed  plant. 

However,  there  were  some  49  companies  that  fell  off 
the  list  4ast  year.  Among  them,  two  container  compa- 
nies: Continental  Can,  which  was  95th  in  1971,  lost  $39 
million  in  1972;  American  Can,  which  was  176th  in  1971, 
lost  $51  million  last  year.  Food  retailers  also  had  a  rough 
time  last  year,  thanks  in  considerable  part  to  Great  At- 
lantic &  Pacific  Tea's  aggressive  price-cutting  policy.  A&P 
declined  71%  in  profits  to  $15  million  and  Kroger  was 
down  43%  to  $18  million. 

On  the  *  other  hand,  increased  consumer  spending  of 
around  9%  buoyed  up  some  durable  manufacturing  com- 
panies' profits.  For  the  automakers,  retail  sales  reached 
an  all-time  high  of  9.3  million  units,  and  the  Big  Four 
all  showed  profit  gains:  Chrysler  was  up  163.5%,  General 
Motors  by  11.7%,  Ford  by  32.5%  and  American  Motors 
by  196%.  Autos  weren't  the  only  things  consumers  were 
taking  money  out  of  their  savings  accounts  to  buy.  Other 
durables  like  major  appliances  got  their  share  of  the  con- 


sumer's dollar.  Maytag  showed  a  profit  increase  of  132.8%, 
Whirlpool  of  35.4%  and  Motorola  of  63%. 

The  construction  industry  had  another  record  year. 
Spending  in  1972  for  new  construction  was  $122  billion, 
up  11%  over  1971  and  almost  three-fourths  of  that  in  the 
housing  sector.  This  translated  into  profit  gains  for  con- 
struction equipment  companies  like  Caterpillar  Tractor  and 
Deere  and  building  products  companies  like  St.  Regis  Pa- 
per and  International  Paper. 

But  alas,  somewhere  there  is  a  credibility  gap.  In  spite 
of  last  year's  big  overall  gains,  in  spite  of  the  prospect 
of  further  gains  this  year,  the  stock  market  simply  has 
not  reflected  the  health  of  corporate  earnings.  The  stock 
market,  as  measured  by  the  averages,  was  actually  lower 
this  spring  than  it  was  when  we  went  to  press  with  last 
year's  Directory  Issue.  A  $6-billion  gain  in  net  profits  for 
the  Forbes  500,  and  not  a  penny  of  it  reflected  in  stock 


prices 


Net 

%  Chang* 

!     Cash 

Rank 

Profits 

Over 

Flow 

Rank 

1972 

1971 

Company 

($000,000 

1     1971 

($000,000)  1972 

1 

1 

American  Tel  &  Tel 

2,532 

13.1 

5,574 

1 

2 

2 

General  Motors 

2,163 

11.7 

3,949 

2 

3 

3 

Exxon 

1,532 

4.8 

2,591 

3 

4 

4 

Int  Business  Mach 

1,279 

18.6 

2,576 

4 

5 

5 

Texaco 

889 

-1.6 

1,316 

6 

6 

6 

Ford  Motor 

870 

32.5 

1,783 

5 

7 

8 

Sears,  Roebuck 

622 

12.9 

742 

15 

8 

9 

Mobil  Oil 

574 

6.2 

1,019 

7 

9 

10 

Standard  Oil  (Calif) 

547 

7.0 

924 

8 

10 

12 

Eastman  Kodak 

546 

30.3 

546 

19 

11 

11 

General  Electric 

530 

12.3 

844 

9 

12 

15 

Int  Tel  &  Tel 

483 

43.5 

749 

14 

13 

13 

E  1  du  Pont 

415 

16.3 

806 

10 

14 

14 

Standard  Oil  (Ind) 

375 

9.7 

759 

12 

15 

16 

General  Tel  &  Elec 

301 

14.5 

755 

13 

16 

18 

Procter  &  Gamble 

276 

16.3 

341 

29 

17 

17 

Shell  Oil 

260 

6.5 

657 

16 

18 

20 

Xerox 

250 

17.4 

634 

17 

19 

21 

Minn  Mining  &  Mfg 

244 

16.0 

340 

30 

20 

19 

R  J  Reynolds  Inds 

237 

5.1 

308 

37 
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The  500  Biggest  Corporations  By  Profits 


Net 

o/o  Change 

s     Cash 

Net 

y0  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1972 

1971 

Company 

($000,000) 

1971 

($000,000) 

1972 

1972 
81 

1971 
76 

Company            ($000,000) 
Pfizer                               103 

1971    < 
14.0 

$000,000)  1972 

136       110 

21 

81 

Chrysler 

220 

163.5 

590 

18 

22 

24 

Pacific  Gas  &  Elec 

215 

11.5 

358 

27 

82 

156 

Alcoa 

103 

85.8 

254 

44 

23 

46 

Caterpillar  Tractor 

206 

60.9 

307 

38 

83 

162 

International  Paper 

103 

88.2 

215 

52 

24 

32 

Union  Carbide 

205 

30.0 

450 

21 

84 

79 

Columbia  Gas  System 

102 

19.8 

194 

64 

25 

25 

Tenneco 

203 

10.3 

411 

24 

85 

80 

CNA  Financial 

100 

18.0 

104 

167 

26 

29 

First  Natl  City  Corp 

202 

19.4 

224 

50 

86 

78 

Georgia-Pacific 

98 

13.2 

199 

61 

27 

27 

Westinghouse  Elec 

199 

13.4 

302 

40 

87 

130 

Federal  Nat  Mort  Assoc 

96 

57.6 

96 

183 

28 

7 

Gulf  Oil 

197 

-64.9 

773 

11 

88 

93 

Detroit  Edison 

95 

27.6 

159 

82 

29 

22 

Atlantic  Richfield 

196 

-1.6 

438 

22 

89 

86 

Safeway  Stores 

91 

13.6 

91 

197 

30 

28 

Goodyear  Tire  &  Rub 

193 

13.5 

339 

31 

90 

90 

Beatrice  Foods 

90 

16.0 

129 

120 

31 

26 

BankAmerica  Corp 

192 

5.1 

222 

51 

91 

88 

Florida  Power  &  Lt 

90 

13.7 

143 

100 

32 

30 

Coca-Cola 

190 

13.3 

245 

45 

92 

75 

Kraftco 

88 

-3.3 

132 

117 

33 

33 

Dow  Chemical 

189 

22.3 

424 

23 

93 

129 

Transamerica 

88 

42.2 

141 

104 

34 

31 

Am  Home  Products 

175 

9.6 

198 

62 

94 

94 

Burroughs 

88 

18.1 

203 

58 

35 

36 

Commonwealth  Edison 

174 

20.0 

302 

39 

95 

104 

Singer 

88 

23.6 

154 

86 

36 

39 

Aetna  Life  &  Cas 

170 

24.7 

181 

67 

96 

170 

CPC  International 

87 

68.0 

127 

125 

37 

57 

Continental  Oil 

170 

55.5 

343 

28 

97 

202 

Int  Harvester 

87 

91.6 

164 

80 

38 

40 

J  C  Penney 

163 

19.8 

215 

53 

98 

211 

Panhandle  East  Pipe 

86 

100.5 

142 

102 

39 

56 

Weyerhaeuser 

158 

38.8 

294 

41 

99 

112 

Rockwell  Intl 

86 

25.4 

144 

98 

40 

■ 

RCA  Corp 

158 

DP 

388 

25 

100 

89 

CIT  Financial 

85 

9.1 

85 

212 

41 

34 

United  States  Steel 

157 

1.6 

484 

20 

101 

92 

Bristol-Myers 

84 

10.8 

103 

170 

42 

41 

Am  Elec  Power 

156 

15.8 

262 

42 

102 

141 

CBS 

83 

40.3 

114 

150 

43 

35 

Sun  Oil 

155 

2.0 

311 

36 

103 

101 

Beneficial  Corp 

83 

15.5 

93 

191 

44 

37 

Chase  Manhattan 

149 

5.5 

176 

70 

104 

193 

PPG  Industries 

83 

75.3 

149 

93 

45 

43 

Phillips  Petroleum 

148 

12.2 

372 

26 

105 

217 

Seaboard  Coast  Line 

82 

95.7 

137 

108 

46 

23 

Consolidated  Edison 

148 

-25.4 

260 

43 

106 

109 

Honeywell 

82 

18.9 

334 

32 

47 

48 

Merck 

148 

16.0 

183 

66 

107 

91 

Phelps  Dodge 

82 

8.5 

116 

145 

48 

50 

Travelers 

143 

-0.1 

143 

101 

108 

99 

Textron 

82 

14.4 

124 

133 

49 

47 

Southern  Cal  Edison 

137 

7.9 

242 

46 

109 

44 

Getty  Oil 

81 

-38.0 

203 

57 

50 

51 

Firestone  Tire 

136 

12.9 

241 

47 

no 

279 

Santa  Fe  Industries 

81 

144.3 

151 

90 

51 

38 

Bethlehem  Steel 

135 

-3.4 

315 

35 

HI 

96 

U  S  Industries 

81 

11.0 

108 

160 

52 

■ 

Anaconda 

133 

DP 

177 

69 

112 

110 

Lincoln  Natl  Corp 

81 

16.7 

86 

209 

53 

133 

Norfolk  &  Western  Ry 

133 

119.4 

201 

59 

113 

120 

General  Public  Utils 

80 

22.3 

140 

106 

54 

45 

Continental  Corp 

127 

-3.3 

127 

126 

114 

98 

Duke  Power 

80 

11.8 

141 

103 

55 

66 

Eli  Lilly 

126 

31.3 

151 

89 

115 

113 

Marathon  Oil 

80 

17.0 

175 

71 

56 

58 

Avon  Products 

125 

14.5 

138 

107 

116 

119 

Middle  South  Utils 

80 

21.2 

144 

96 

57 

63 

Philip  Morris 

124 

22.6 

153 

88 

117 

103 

F  W  Woolworth 

79 

11.4 

132 

118 

58 

61 

American  Express 

124 

20.3 

124 

134 

118 

106 

Continental  Illinois 

78 

11.4 

83 

221 

59 

52 

American  Brands 

123 

3.3 

167 

76 

119 

100 

Consumers  Power 

78 

8.9 

141 

105 

60 

59 

Warner-Lambert 

123 

13.5 

153 

87 

120 

115 

Texas  Eastern  Trans 

78 

14.9 

157 

85 

61 

49 

Pub  Serv  Elec  &  Gas 

122 

-3.0 

213 

54 

121 

140 

Schering-Plough 

77 

30.7 

89 

201 

62 

/O 

Monsanto 

122 

30.2 

316 

34 

122 

87 

Mfrs  Hanover  Corp 

77 

-4.3 

84 

214 

63 

54 

Union  Oil  California 

122 

6.3 

321 

33 

123 

116 

TRW 

76 

13.0 

128 

123 

64 

55 

J  P  Morgan  &  Co 

121 

5.9 

127 

124 

124 

172 

Armco  Steel 

76 

49.1 

171 

73 

65 

62 

Johnson  &  Johnson 

121 

18.5 

162 

81 

125 

128 

Gillette 

75 

20.2 

96 

184 

66 

68 

Southern  Company 

121 

25.6 

235 

49 

126 

123 

Baltimore  Gas  &  Elec 

75 

17.2 

109 

156 

67 

82 

Connecticut  General 

120 

45.1 

135 

113 

127 

185 

Gen  Tire  &  Rubber 

74 

51.5 

108 

162 

68 

64 

INA 

115 

14.0 

122 

137 

128 

111 

First  Chicago  Corp 

73 

5.4 

81 

225 

69 

6/ 

S  S  Kresge 

115 

19.3 

146 

94 

129 

118 

Central  &  South  West 

73 

8.8 

118 

140 

70 

125 

Deere 

112 

77.3 

146 

95 

130 

143 

Manor 

73 

26.4 

144 

97 

71 

60 

Cities  Service 

112 

7.3 

236 

48 

131 

102 

Anheuser-Busch 

72 

0.9 

111 

155 

72 

85 

McDonnell-Douglas 

112 

38.0 

157 

84 

132 

134 

American  Natural  Gas 

72 

20.2 

143 

99 

73 

69 

American  Cyanamid 

109 

15.6 

177 

68 

133 

124 

Squibb  Corp 

72 

13.5 

91 

196 

74 

65 

Federated  Opt  Stores 

109 

12.9 

109 

158 

134 

127 

PepsiCo 

72 

14.5 

106 

165 

75 

12 

Southern  Pacific 

108 

15.7 

210 

55 

135 

186 

National  Steel 

71 

46.3 

166 

77 

76 

71 

Phila  Electric 

108 

15.3 

168 

74 

136 

159 

Hercules 

70 

27.8 

133 

116 

77 

/4 

Household  Finance 

106 

15.7 

167 

75 

137 

147 

Eaton 

70 

23.4 

105 

166 

78 

338 

Union  Pacific  Corp 

104 

308.0 

200 

60 

138 

144 

Schlumberger  Limited 

70 

22.2 

126 

127 

79 

/3 

Texas  Utilities 

104 

12.2 

166 

78 

139 

146 

City  Investing 

70 

21.8 

86 

210 

80 

83 

Va  Electric  &  Power 

104 

26.4 

157 

83 

140 

149 

Niagara  Mohawk  Power 

70 

22.8 

128 

122 

■   Not 

on  500  list  in  1971.         DP  Deficit  to  Profit. 
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WHEN  OURTICOR  RELOCATION  MANAGEMENT 

COMPANY  GOT  TOGETHER  WITH 

ATLANTIC  RICHFIELD,  703  FAMILIES 

TRADED  EAR  MUFFS  FOR  SUN  SHADES. 


The  cost  of  relocating  valuable 
employees  to  American  industry  last 
year  has  been  estimated  at  more  than 
$2  billion. 

Where  there's  that  much  cost, 
there  is  also  need  for  professional 
solutions.  And  our  subsidiary,  Ticor 
Relocation  Management,  (formerly  TI 
Home  Transfer  Service  Corporation) 
has  become  the  fastest  growing  of  the 
organizations  that  provide  relocation 
services. 

One  of  the  largest  group  moves  in 
recent  history  took  place  when 
Atlantic  Richfield  Company  moved  its 
corporate  headquarters  from  New 
York  to  Los  Angeles.  Atlantic  Richfield 
selected  Ticor  Relocation  Management 
for  a  move  that  involved  703  families. 

Ticor  Relocation  Management 
agreed  to  buy  the  homes  of  these  fami- 
lies. Its  homefinding  service  prepared 
an  extensive  guide  for  newcomers  to 
Los  Angeles.  They  also  conducted  in- 
dividual family  counseling  sessions  — 
each  about  two  hours  long.  And  when 
the  families  bought  their  new  homes, 
they  were  available  to  assist  with  all 
the  cumbersome  details. 

This  excellent  service  to  American 
industry  is  a  natural  outgrowth  of  the 
activities  of  other  Ticor  companies. 
Our  three  title  insurance  subsidiaries 
handle  a  vast  volume  of  real  estate 
transactions  through  more  than  500 
offices  and  agencies  across  the  coun- 
try. That  means  we  really  know  real 
estate  — everywhere.  \nd  we're  in  an 
excellent  position  to  provide  home- 
finding,  homebuying  and  mortgage 
finance  assistance. 

Ticor.  A  new  name  that's  making 
a  whole  lot  of  familiar  names  sound 
even  better.  Executive  offices:  433  S. 
Spring  St.,  Los  Angeles,  CA  90013. 


TICOR 


Some  well-known  accomplishment 


mt   Bliss  &  Laughlin,  we  make  cold 
OL    finished  steel  bars.  Exciting?  Well, 
Ai^L     back  in  1904,  those  very  same 
cold  finished  bars  made  it  possible  to  build 
the  gates  that  open  and  close  the  Panama 
Canal.  Which  is  what  made  it  possible  to  have 
a  Panama  Canal  in  the  first  place. 


A 


Wihen  man 
first  went  to 
the  moon, 
guess  who  went  wit 
him?  That's  right,  | 
good-old-  what's-oi 
name.  One  of  our 
divisions  supplies 
packages  for  the 
integrated  circuits 
and  electronic 
components  that 
were  used  on  the 
Apollo  Missions  ai 
in  passenger  soun< 
systems  on  the 
newDC-10's. 

| 

C> 


revolutionary 
invention  in 
dry-wall 


construction  by 
another  of  our 
divisions  (they  make 
tools  nobody  else  in 
the  world  makes) 
made  possible  fast  and 
economical  completion 
of  unique  structures. 
Like  the  Marina 
Towers  in  Chicago. 


e  may 

never  be  a 
household 
word,  but  if  it  wasn't 
for  us  the  dishwasher 
would  just  be  an  expensive 
glass  and  china  smasher. 
Because  we  make  the 
racks  that  hold  the  dishes 
tightly  in  place  in 
66%  of  the  best 
dishwashers  in 
America. 


W 


a  not-so-well-known  company. 


i 


Another 

MJ^  division  of 
™^™  ours  (one 
of  the  largest 
builders  of 
scaffolding  in  the 
world)  reached 
new  heights  when 
they  were  called  in 
to  help  build  four 
of  the  world's 
tallest  buildings: 
The  Sears  Tower, 
the  World  Trade 
Center,  the 
Standard  Oil 
Building  and  the 
John  Hancock 
Building. 


N 


ow  that  you've  read  about  our  well-known  accomplishments, 
maybe  you  should  know  about  one  of  our  not-so-well-known 
accomplishments.   Last  year,  while  everybody  else  seem  ?d 
be  having  another  so-so  year,  we 
pulled  off  the  second  best  year 
in  the  82  year  history  of  our  little, 
unknown  company.  With  sales  of 
$133  million,  earnings  of  $6,560,000 
(or  $2.30  per  share),  and  our  33rd 
consecutive  year  of  cash  dividends. 
If  that  makes  you  want  to  get  to  know  us  a 
little  better,  send  for  our  1972  annual  report 
by  writing:  Richard  Klink,  Vice  President, 
Treasurer,  Dept.  F.,  Bliss  &  Laughlin, 
122  W.  22nd,  Oakbrook,  111.  60521. 

Bliss  &  Laughlin  Industries 


The  500  Biggest  Corporations  By  Profits 


Net      %  Change      Cash 

Net 

%  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1972  1971 

Company 

($000,000) 

1971 

($000,000)  1972 

1972 

1971 

Company            ($000,000) 

1971 

($000,000)  1972 

141     121 

Loews 

70 

7.2 

82 

224 

201 

150 

Union  Electric 

53 

-5.8 

98 

181 

142     155 

Gulf  &  Western  Inds 

69 

24.9 

115 

149 

202 

207 

Safeco 

53 

21.7 

58 

297 

143     136 

Owens-Illinois 

69 

15.8 

134 

115 

203 

166 

Transcont  Gas  Pipe 

53 

1.3 

100 

177 

144     126 

Sterling  Drug 

69 

9.4 

79 

230 

204 

■ 

Chessie  System 

53 

DP 

120 

139 

145     114 

Western  Bancorp 

69 

1.1 

86 

208 

205 

197 

Conti  Telephone 

53 

15.4 

123 

135 

146    360 

Ashland  Oil 

68 

187.0 

136 

111 

206 

183 

Libbey-Owens-Ford 

53 

6.3 

79 

227 

147     195 

NLT  Corp 

68 

48.1 

104 

168 

207 

■ 

III  Central  Inds 

53 

288.8 

91 

198 

148     173 

Whirlpool 

68 

35.4 

103 

172 

208 

231 

Chubb 

53 

33.5 

53 

315 

149     168 

Bankers  Trust  NY 

68 

29.9 

75 

238 

209 

284 

Motorola 

52 

63.9 

83 

222 

150    203 

Colgate-Palmolive 

68 

50.3 

99 

178 

210 

190 

Northwest  Industries 

51 

6.8 

71 

250 

151     178 

Northeast  Utilities 

67 

34.0 

112 

152 

211 

■ 

United  Aircraft 

51 

DP 

125 

131 

152     105 

Greyhound 

67 

-5.2 

107 

164 

212 

223 

Kerr-McGee 

51 

24.4 

101 

175 

153     142 

North  States  Power 

66 

14.0 

116 

147 

213 

220 

Norton  Simon 

50 

20.7 

73 

246 

154     169 

Am  Metal  Climax 

66 

28.3 

108 

159 

214 

199 

First  Bank  System 

50 

9.7 

55 

306 

155      53 

General  Foods 

66 

-44.3 

116 

146 

215 

222 

Warner  Communication 

50 

N.C. 

64 

278 

156     158 

Allied  Chemical 

66 

19.5 

183 

65 

216 

224 

Burlington  Ind 

50 

23.6 

137 

109 

157     132 

Borden 

66 

9.0 

108 

161 

217 

212 

Johns-Manville 

49 

15.3 

70 

252 

158     154 

Halliburton 

66 

17.9 

117 

144 

218 

265 

Ethyl 

49 

41.0 

84 

216 

159     189 

Inland  Steel 

66 

38.0 

136 

112 

219 

196 

Am  Smelting  &  Ref 

49 

6.7 

73 

245 

160     137 

Houston  Lt  &  Power 

66 

10.4 

101 

176 

220 

233 

FMC 

49 

26.4 

95 

186 

161     107 

Chemical  New  York 

64 

-8.7 

72 

248 

221 

234 

United  States  Gypsum 

49 

26.6 

69 

255 

162     148 

El  Paso  Natural  Gas 

64 

12.1 

165 

79 

222 

221 

Cleveland  Elec  Ilium 

49 

17.8 

76 

235 

163      ■ 

U  S  Fidelity  &  Guar 

64 

32.0 

64 

279 

223 

■ 

B  F  Goodrich 

49 

2,714.1 

112 

153 

164     138 

Consolidated  Foods 

64 

7.3 

88 

203 

224 

204 

SmithKline  Corp 

49 

9.1 

57 

302 

165     153 

Emerson  Electric 

64 

13.3 

84 

215 

225 

■ 

Burlington  Northern 

49 

DP 

123 

136 

166     164 

American  General 

64 

17.1 

68 

261 

226 

244 

Zenith  Radio 

49 

29.8 

60 

294 

167    209 

W  R  Grace 

63 

46.5 

124 

132 

227 

226 

Jefferson  Pilot 

48 

21.3 

51 

323 

168     145 

Peoples  Gas 

63 

10.6 

125 

130 

228 

275 

Texas  Instruments 

48 

42  4 

96 

185 

169     135 

Louisiana  Land 

63 

5.6 

86 

211 

229 

230 

Southern  Natural  Gas 

48 

21.7 

85 

213 

170     139 

Con  Natural  Gas 

62 

5.3 

109 

157 

230 

219 

May  Dept  Stores 

48 

14.0 

76 

234 

171     256 

Control  Data 

62 

74.4 

135 

114 

231 

77 

Kennecott  Copper 

47 

-45.6 

125 

128 

172     182 

St  Paul  Companies 

62 

25.8 

62 

286 

232 

241 

Cincinnati  Gas  &  El 

47 

25.0 

75 

239 

173     157 

United  Telecommun 

62 

11.7 

149 

92 

233 

84 

Northern  Natural  Gas 

47 

-42.7 

114 

151 

174      97 

Sperry  Rand 

61 

-15.9 

198 

63 

234 

210 

Uniroyal 

47 

8.3 

102 

173 

175    243 

Carolina  Power  &  Lt 

61 

61.5 

88 

206 

235 

235 

Pacific  Power  &  Lt 

47 

208 

67 

264 

176     160 

Kellogg 

61 

9.9 

75 

241 

236 

225 

First  Charter  Fin 

47 

16.0 

48 

340 

177     108 

Merrill  Lynch  P  F  S 

60 

-13.9 

67 

265 

237 

227 

Upjohn 

47 

17.0 

61 

290 

178     122 

Ingersoll-Rand 

60 

-7.1 

95 

188 

238 

270 

Wisconsin  Elec  Power 

46 

362 

88 

207 

179     117 

Campbell  Soup 

60 

-11.3 

88 

205 

239 

308 

Rohm  &  Haas 

46 

57.5 

91 

195 

180     198 

Champion  Intl 

60 

30.2 

117 

143 

240 

■ 

H  F  Ahmanson 

46 

4.4 

46 

350 

181     192 

Borg-Warner 

60 

25.6 

97 

182 

241 

228 

Duquesne  Light 

46 

15.7 

67 

263 

182    165 

Southern  Railway 

59 

13.4 

118 

142 

242 

252 

Crum  &  Forster 

46 

26.1 

50 

324 

183     179 

IU  International 

59 

18.6 

118 

141 

243 

201 

Mellon  National  Corp 

45 

0.7 

51 

320 

184    277 

Pennzoil  Company 

59 

76.2 

130 

119 

244 

206 

General  Mills 

45 

3.5 

77 

232 

185     184 

Allegheny  Power 

58 

194 

103 

169 

245 

218 

No  Ind  Public  Serv 

45 

79 

68 

259 

186     171 

Ralston  Purina 

58 

14.4 

91 

199 

246 

430 

National  General 

45 

1338 

46 

348 

187     187 

Penn  Power  &  Light 

58 

19.2 

99 

179 

247 

232 

Gulf  States  Utils 

45 

15.8 

79 

229 

188     161 

Standard  Oil  (Ohio) 

57 

5.1 

128 

121 

248 

249 

Potomac  Elec  Power 

45 

217 

80 

226 

189     152 

Teledyne 

57 

2.3 

94 

189 

249 

320 

Dana 

45 

59.0 

65 

271 

190    215 

Bendix 

56 

34.0 

102 

174 

250 

163 

Newmont  Mining 

45 

-179 

68 

258 

191     175 

Long  Island  Lighting 

56 

12.0 

90 

200 

251 

281 

Jim  Walter 

45 

373 

65 

268 

192     174 

Carnation 

56 

11.2 

77 

233 

252 

205 

Marine  Midland  Banks 

44 

-0.5 

53 

314 

193     167 

Security  Pacific 

56 

7.0 

65 

269 

253 

229 

Standard  Brands 

44 

109 

63 

280 

194      ■ 

Kimberly-Clark 

56 

DP 

95 

187 

254 

■ 

Celanese 

44 

DP 

175 

72 

195    213 

AMF 

55 

30.1 

83 

217 

255 

194 

Pacific  Lighting 

44 

-7.4 

83 

219 

196     191 

Dart  Industries 

55 

14.4 

89 

202 

256 

319 

Avco 

43 

519 

63 

281 

197     181 

Nabisco 

54 

9.0 

79 

228 

257 

■ 

Trans  World  Airlines 

43 

1,223.8 

151 

91 

198    273 

Corning  Glass  Works 

54 

60.1 

94 

190 

258 

260 

American  Intl  Group 

43 

21.5 

46 

353 

199     188 

Ohio  Edison 

54 

11.0 

92 

193 

259 

■ 

Republic  Steel 

43 

2,934.6 

121 

138 

200     151 

Martin  Marietta 

53 

-5.3 

103 

171 

260 

268 

Associated  Dry  Goods 

43 

23.2 

61 

291 

■   Not  on  500  list  in  1971.         DP  Deficit  to  Profit. 

N.C. 

Not  comparable. 
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Whafeup  at  Myers*  Liggett  7 


9 


We  haven't  really  changed  the  name,  but 

we  have  changed  the  company.  We  are 

now  59  percent  non-tobacco. 


AIPO  (#1  in  canned 
dog  food  sales  and  growing 
faster  than  canned  dog 
foods  and  total  pet  foods) 


Blue 
Lustre 


( America's  largest 
carpet  shampoo 
rental  program) 

is  up! 


WineS  (from  Austin, 
Nichols  and  Carillon  Importers  Ltd. 
climbing  fast  with  the  fast-climbing 
imported  wines)  3T6  UO! 


Wild 
Turkey 

( up  far  more 
than  the  fast 
growing  pre-  \ 
mium  bourbon 
market) 

is  up! 


Growth  brands 
in  growth  industries  from 

Among  the  leading  Liggett  &  Myers  brands 
which  add  diversification  to  its  famous  tobacco 
products  (L&M,  Chesterfield,  Lark  and  Eve  cig- 
arettes) are  such  pace  setters  as  the  leading 
brands  in  Scotch  whisky  (J&B),  canned  dog  food 
( Alpo),  premium  bourbon  (Wild  Turkey),  liquor 
specialties  (Grand  Marnier,  Metaxa,  Campari), 
fine  imported  wines  (Chauvenet,  Charles  Heid- 
sieck,  Lagosta,  Wedding  Veil,  Bertani,  Fazi  Bat- 
taglia  Verdicchio,  Achaia  Clauss,  Dopff  Alsa- 
tion), household  cleaning  products  (Blue  Lustre), 


growth-minded  Liggett  &  Myers. 

prepackaged,  room-size  rugs  (Mercury),  watch 
bands  (Brite),  popcorn  (3-Minute),  and  even  the 
top-selling  chewing  tobacco  (Red  Man). 

And  it's  the  growth  of  such  products  which 
has  jumped  Liggett  &  Myers  sales  of  non- 
tobacco  products  to  59  percent  of  total  sales 
(excluding  excise  taxes)  in  1972. 

The  sales  vitality  of  these  growth  products 
at  Liggett  &  Myers  is  a  good  base  for  future 


earnings. 


Liggett  Myers 


Incorporated 


.... 


The  500  Biggest  Corporations  By  Profits 


Net 

%  Change 

Cash 

Net 

%  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1972  1971 

Company             ($000,000) 

1971     ($000,000) 

1972 

1972 

1971 

Company             | 

$000,000) 

1971     ($000,000) 

1972 

261     131 

Polaroid 

43 

-30.3 

75 

242 

321 

297 

Nat  Oist  &  Chem 

35 

14.9 

64 

276 

262    200 

First  Natl  Boston 

42 

-7.0 

46 

349 

322 

295 

Crown  Zellerbach  ' 

35 

14.7 

91 

194 

263     239 

Timken  Company 

42 

11.0 

67 

266 

323 

336 

Brunswick 

35 

35.6 

52 

317 

264    242 

H  J  Heinz 

42 

12.3 

63 

284 

324 

251 

Crocker  Natl  Corp 

35 

-5.2 

41 

377 

265    240 

Northwest  Bancorp 

42 

11.7 

49 

331 

325 

356 

Quaker  Oats 

34 

41.6 

50 

329 

266    301 

Delta  Air  Lines 

42 

40.6 

125 

129 

326 

305 

Dun  &  Bradstreet 

34 

14.9 

38 

397 

277    236 

Northern  Illinois  Gas 

42 

31.0 

76 

237 

327 

313 

Combined  Insurance 

34 

17.2 

35 

416 

268    267 

Times-Mirror 

42 

20.6 

65 

270 

328 

■ 

Western  Union 

34 

147.2 

112 

154 

269    216 

Holiday  Inns 

42 

-0.2 

83 

218 

329 

323 

Central  Tel  &  Utils 

34 

23.5 

72 

249 

270    262 

Florida  Power 

42 

19.2 

65 

273 

330 

310 

Am  Hospital  Supply 

34 

16.2 

42 

371 

271     254 

G  0  Searle 

42 

16.4 

49 

333 

331 

359 

Govt  Employees  Ins 

34 

40.8 

36 

412 

272    259 

Armstrong  Cork 

42 

17.7 

69 

256 

332 

345 

Stauffer  Chemical 

33 

34.3 

64 

277 

273    447 

St  Regis  Paper 

41 

127.0 

88 

204 

333 

342 

Diamond  Shamrock 

33 

31.7 

69 

257 

274    245 

Illinois  Power 

41 

10.7 

73 

244 

334 

344 

AMP 

33 

32.6 

45 

359 

275    286 

Lea sco  Corp 

41 

30.1 

77 

231 

335 

304 

Chicago  Bridge  &  Iron 

33 

10.9 

41 

378 

276    250 

Coastal  States  Gas 

41 

11.6 

64 

275 

336 

307 

Oklahoma  Gas  &  Elec 

33 

10.9 

52 

318 

277    236 

Northern  Illinois  Gas 

41 

5.9 

63 

282 

337 

302 

General  Reinsurance 

32 

8.5 

32 

428 

278    316 

Signal  Companies 

40 

41.0 

83 

223 

338 

324 

Walter  Kidde 

32 

19.0 

43 

367 

279    312 

Clark  Equipment 

40 

38.9 

56 

304 

339 

326 

Carrier 

32 

20.7 

50 

328 

280    327 

Wart  Disney 

40 

50.8 

67 

262 

340 

298 

Texas  Gas  Trans 

32 

5.1 

70 

253 

281    258 

Utah  International 

40 

12.2 

61 

289 

341 

315 

Wachovia 

32 

9.8 

36 

415 

282    266 

Champion  Spark  Plug 

40 

14.0 

49 

335 

342 

289 

Studebaker-Worthingt 

31 

0.3 

46 

351 

283    238 

Gen  American  Trans 

40 

3.8 

71 

251 

343 

255 

Liggett  &  Myers 

31 

-12.8 

41 

376 

284    366 

Abbott  Laboratories 

39 

68.7 

54 

309 

344 

451 

American  Nat  Fin 

31 

72.5 

38 

402 

285     309 

Wells  Fargo 

39 

34.2 

49 

334 

345 

318 

Crown  Cork  &  Seal 

31 

9.5 

50 

326 

286    247 

Sperry  &  Hutchinson 

39 

6.4 

49 

337 

346 

463 

Foremost-McKesson 

31 

76.4 

41 

375 

287    290 

So  New  England  Tel 

39 

25.7 

93 

192 

347 

■ 

Louisiana-Pacific 

31 

36.3 

53 

313 

288    276 

Winn-Dixie  Stores 

39 

16.4 

58 

299 

348 

392 

National  Gypsum 

31 

43.7 

49 

330 

289     280 

Dresser  Industries 

39 

17.8 

74 

243 

349 

333 

N  Y  State  Elec  &  Gas 

31 

17.5 

56 

305 

290    331 

Union  Camp 

39 

48.6 

70 

254 

350 

403 

Texas  Gulf 

31 

48.7 

51 

322 

291     274 

First  Penna  Corp 

39 

14.6 

42 

374 

351 

370 

Outboard  Marine 

31 

32.7 

45 

360 

292    329 

Scott  Paper 

39 

46.3 

83 

220 

352 

294 

Lucky  Stores 

31 

-0.9 

47 

347 

293     358 

Hewlett-Packard 

38 

61.1 

55 

307 

353 

214 

Boeing 

30 

-28.0 

115 

148 

294    296 

Gr  Western  Financial 

38 

25.9 

41 

379 

354 

374 

White  Consolidated 

30 

34.2 

42 

369 

295    330 

McGraw-Edison 

38 

45.5 

53 

311 

355 

■ 

American  Motors 

30 

196.3 

68 

260 

296    325 

Capital  Holding 

38 

40.3 

39 

389 

356 

328 

Jewel  Companies 

30 

12.1 

58 

301 

297    292 

Williams  Companies 

38 

23.1 

65 

272 

357 

355 

PACCAR 

30 

22.4 

34 

423 

298     264 

Raytheon 

38 

7.7 

66 

267 

358 

407 

Flying  Tiger 

30 

46.3 

61 

293 

299    263 

WT  Grant 

38 

7.3 

50 

327 

359 

387 

Hoover 

30 

36.2 

40 

382 

300     253 

Diamond  Int 

38 

4.9 

60 

295 

360 

340 

Franklin  Life  Ins 

29 

14.6 

30 

444 

301     287 

Interco 

38 

19.7 

48 

339 

361 

384 

Provident  Life  &  Ace 

29 

32.8 

29 

450 

302    269 

Revlon 

38 

9.7 

45 

358 

362 

352 

Melville  Shoe 

29 

18.4 

38 

393 

303     278 

Lone  Star  Gas 

38 

13.0 

62 

285 

363 

314 

Cleveland  Trust 

29 

0.4 

33 

424 

304     261 

Jos  Schlitz  Brewing 

38 

6.5 

54 

308 

364 

322 

Cyprus  Mines 

29 

3.8 

53 

310 

305     293 

Essex  International 

37 

20.6 

49 

332 

365 

208 

Pittston 

29 

-34.2 

58 

298 

306    271 

Esmark 

37 

8.5 

73 

247 

366 

347 

Richmond  Corp 

29 

15.0 

29 

453      . 

307      ■ 

NL  Industries 

37 

1,030.3 

61 

292 

367 

438 

Evans  Products 

28 

49.3 

42 

370 

308     300 

Public  Service  Ind 

37 

22.1 

63 

283 

368 

348 

Otis  Elevator 

28 

14.0 

38 

392 

309     303 

Richardson-Merrell 

37 

23.2 

46 

352 

369 

411 

Allied  Stores 

28 

38.8 

51 

319 

310     321 

Engelhard  Min  &  Chem 

37 

30.5 

48 

342 

370 

■ 

Maytag 

28 

132.8 

33 

427 
384 

311     288 

Public  Service  Colo 

37 

16.3 

64 

274 

•371 

433 

Gamble-Skogmo 

28 

46.3 

40 

312    334 

McDonald's  Corp 

36 

40.4 

48 

338 

372 

363 

R  H  Macy 

28 

18.6 

45 

355 

313     248 

Investors  Div  Serv 

36 

-2.3 

40 

383 

373 

341 

Pabst  Brewing 

28 

10.0 

42 

373 

314     285 

Boston  Edison 

36 

13.1 

59 

296 

374 

■ 

GAF  Corp 

28 

105.6 

52 

316 

315     343 

Owens-Coming  Fiberg 

36 

41.9 

62 

288 

375 

485 

MGIC  Investment 

28 

68.3 

28 

456 

316      ■ 

Am  Broadcasting  Cos 

36 

170.0 

51 

321 

376 

367 

Delmarva  Power  &  Lt 

28 

18.0 

44 

362 

317     332 

USLIFE  Corp 

35 

36.6 

36 

413 

377 

349 

Dayton-Hudson 

28 

13.6 

30 

445 

318     299 

Square  D 

35 

16.1 

40 

385 

378 

346 

Dayton  Power  &  Light 

27 

88 

47 

346 

319     246 

Natl  Detroit  Corp 

35 

-5.4 

38 

400 

379 

364 

Chesebrough-Pond's 

27 

14.9 

31 

440 

320     317 

Broadway-Hale 

35 

22.4 

49 

336 

380 

395 

Ohio  Casualty 

27 

28.1 

28 

457 

■   Not  on  500  list  in  1971. 
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"In  its  class,  Impala  has  the  least  mechanical 
problems  and  is  the  easiest  to  service'.' 


In  a  rQcent  survey  of  inde- 
pendent service  stations  and 
repair  shops,  conducted  by 
Motor  Service  and  Service 
Station  Management  maga- 
zines,  Impala  was  voted  "the 

ar  with  the  least  mechanical 
oroblems    and    the    easiest   to 

ervice"  in  its  class. 

Which  are  two  good, 
sound  reasons  why  Impala  has 
seen  America's  most  popular 
car  over  the  past  13  years,  with 


Impala's  front  bumper  system  recoils  hydraulically 
on  minor  impact  to  help  cushion  shocks. 


Impala  Sport  Sedan  in  the  mountains  of  Southwest  Texas. 


more  than  10  million  purchased 
since  its  introduction. 

And  why  Impalas  have 
traditionally  been  worth  more 
(up  to  hundreds  of  dollars  more) 
when  it  comes  time  to  trade 
them  in. 

Impala.  The  great  Ameri- 
can value.  When  you  buy  it. 
While  you  own  it.  And,  finally, 
when  you  sell  it. 

What  more  can  you  ask  of 
a  car? 


1973  Chevrolet  Building  a  better  way  to  see  the  U.S  A 

Highway  safety  begins  at  home.  Buckle  up  before  yo.i  leave. 


Chevrolet 


US.  Steel  conducts 
any  other  steelmaker 


Objectives: 

customer  help,  new  and 
better  products, 
improved  productivity. 

One  of  the  benefits  of  being  a 
leader  in  research  in  a  given  indus- 
try is  that  when  customers  have  a 
question,  or  a  problem,  they  come  to 
the  leader.  Another  benefit  is  that 
the  results  of  this  research  can  be 
put  to  work  to  find  new  routes  to  in- 
creased productivity  U.S.  Steel  en- 
joys both. 

Consider  productivity. 
•  At  Gary  Works  in  Gary, 
Indiana  a  few  years  ago,  U.S. 
Steel  built  the  world's  first 
slab  caster  specifically  de- 
signed for  continuous-contin- 
uous casting.  Recently,  it  set 
a  new  world  record  for  a  sin- 
gle strand  caster  by  casting 
over  22,000  tons  of  steel 
without  interruption.  That's 
a  single  slab  (cut  into  40' 
lengths  after  it  solidifies) 
almost  8  miles  long. 


•  U.S.  Steel  is  building  the  fi^s 
two  shops  in  the  Unit 
States  using  the  Q-BOP  p 
ess... a  steelmaking  procqt 
of  the  future  that  offac 
many  advantages  in  capil 
and  operating  costs.  The 
Q-BOP  shops,  the  worlc 
first  large-scale  use  of  q 
process,  were  adapt* 
through  U.S.  Steel  resean 
from  a  process  invented  1 
Maxhutte  of  West  Germai 

•  Precision  controls  on  rollii 
mills  are  another  offshoot 
U.S.  Steel  research,  tl 
latest  of  which  can  almc 
be  called  "fail-safe."  Insta 
readings  of  rolling  loads  aj 
displayed  on  TV  monito 
that  also  display  a  "sal 
limit"  line,  enabling  ope 
tors  to  optimize  rolling  rat 
and  minimize  overloads  a| 
lost  time  from  breakdown 

Dozens  of  such  innovatioj 
have  emerged  from  U.S.  Steel  aj 
have  been  put  to  work  in  the  pa 
few  years.  They  not  only  increa 
productivity,  but  decrease  capil 
investment  for  new  facilities  and  < 
crease  operating  costs.  And  as  icii 
on  the  cake,  they're  saleable  tq 
nology.  In  1972  alone,  131  U.S.  1 


aore  research  than 
a  the  United  States. 


s  were  issued  for  U.S.  Steel  re- 

rch  developments. 
Meanwhile,  U.S.  Steel  research 

|  been  doing  something  lately  for 

customers.  Items: 

New  products  such  as  spe- 
cialty wire  rope  and  elec- 
trical cable  for  hydrospace 
exploration. 
•Colorful  molded  plastic 
shapes  produced  from  poly- 
styrene resins  to  customer 
specifications. 

•  Steel  tubing  and  casing  with 
the  strength  and  impact  re- 
sistant properties  required 
for  arctic  and  subarctic  oil 
fields. 

•  A  new  family  of  thermoplas- 
tic adhesives  and  sound- 
damping  laminates  to  re- 
duce noise  pollution. 

•  Custom-blending  of  polysty- 
rene resins  by  USS  polymer 
chemists  for  specific  custom- 
er applications. 

•Steel  "lumber"  for  home- 
building  in  the  form  of  steel 
joists  and  studs  and  perim- 
eter systems  that  offer 
greater  dimensional  stabil- 
ity usually  at  lower  cost  than 
wood. 


In  the  long  run,  the  long  run 
counts  too.  U.S.  Steel's  corrosion  re- 
search program  goes  back  to  1929. 
Early  in  the  program  USS  COR-TEN 
Steel  was  developed  over  40  years 
ago  for  roofing  and  freight  car  con- 
struction, but  its  newest  and  most 
spectacular  use  is  in  architecture, 
bare,  unpainted,  because  it  protects 
itself  against  the  weather.  But 
there's  a  trick  or  two  to  using  it  prop- 
erly, and  it's  not  surprising  that  U.S. 
Steel  research  people  have  most  of 
the  answers. 

A  lot  of  people  think  of  re- 
search as  an  ivory  tower  sort  of 
thing.  Not  so  at  U.S.  Steel.  At  U.S. 
Steel  it's  a  way  of  helping  custom- 
ers, of  being  more  productive,  and  of 
developing  better,  more  profitable 
products.  United  States  Steel,  Pitts- 
burgh, Pa.  15230. 

USS  and  COR-TEN  are  registered  trademarks. 

We're  involved. 


TRADEMARK 


Multibanking 

is  springing  up  everywhere 


The  Holiday  Inn,  O'Hare  Field,  Chicago;  condominiums 
in  Florida  and  Northern  Jersey;  a  16-story  office  building  in 
Detroit  .  .  .  these  represent  only  a  few  of  the  250  million 
dollars  Multibanking  has  recently  put  to  work  in  custom- 
ized Girard  real  estate  loans. 

Multibanking  fits  the  loan  to  the  project  through  the  ex- 
perience and  ingenuity  of  specialists  like  Senior  Real  Estate 
Officer  David  Cook  (shown  with  Contact  Officers  James  R. 


Shoch  and  Peter  R.  Lockhart.)  Then,  Multibanking  shapes 
the  permanent  financing.  It's  ,i  total  service,  from  the 
ground  up. 

Multibanking  comes  in  as  many  varieties  as  there  <hc  fi 
nancial  needs:  Cash  management,  international  banking, 
pension  and  profit  sharing  plans — whatever  it  takes  to  gel 
things  done.  To  learn  more  about  what  it  can  do  foi  you, 
call  (215)  585-2907. 
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GIRARD  BANK 


PHILADELPHIA  •  LONDON  •  PARIS  •  Ml  Xl(  ()  CITY 
(.IRARD  INTERNATIONAL  BANK,  NEW  YORK 


The  500  Biggest  Corporations  By  Profits 


Net 

%  Change 

Cash 

Net 

%  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1972 

1971 

Company            ($000,000) 

1971    ($000,000) 

1972 

1972 

1971 

Company            ($000,000) 

1971 

($000,000)  1972 

381 

389 

So  Carolina  El  &  Gas 

27 

24.7 

45 

357 

441 

361 

Philadelphia  Natl 

22 

-6.3 

25 

481 

382 

429 

Fruehauf 

27 

38.2 

58 

300 

442 

449 

Baxter  Laboratories 

22 

22.0 

32 

431 

383 

337 

Bank  of  New  York 

27 

4.2 

30 

446 

443 

412 

Kansas  City  Pow  &  Lt 

22 

9.8 

36 

410 

384 

382 

Black  &  Decker 

27 

20.8 

35 

417 

444 

468 

Ideal  Basic  Inds 

22 

24.7 

35 

421 

385 

■ 

Certain-Teed  Prods 

26 

75.7 

38 

405 

445 

■ 

Farmers  Group 

22 

21.6 

24 

484 

386 

391 

Gulf  Life  Holding 

26 

23.9 

28 

467 

446 

477 

Int  Flavors  &  Frag 

22 

27.7 

25 

478 

387 

414 

Masonite 

26 

31.4 

38 

398 

447 

339 

Rapid-American 

21 

-16.1 

43 

366 

388 

373 

Tampax 

26 

16.9 

28 

460 

448 

■ 

Willamette  Inds 

21 

72.0 

45 

356 

389 

383 

ARA  Services 

26 

19.5 

47 

345 

448 

437 

Marshall  Field 

21 

12.6 

28 

461 

390 

365 

Lubrizol 

26 

12.1 

35 

418 

450 

487 

NCNB 

21 

30.2 

23 

485 

391 

353 

Charter  N  Y 

26 

7.3 

30 

442 

451 

415 

Montana  Power 

21 

6.6 

28 

455 

392 

354 

R  R  Donnelley  &  Sons 

26 

7.1 

43 

363 

452 

■ 

Columbus  &  South(Oh) 

21 

39.8 

38 

407 

393 

42 

Amerada  Hess 

26 

-80.5 

108 

163 

453 

375 

Cen  III  Pub  Service 

21 

-5.9 

38 

406 

394 

421 

St  Joe  Minerals 

26 

32.8 

36 

414 

454 

417 

Southwestern  Life 

21 

5.7 

21 

494 

395 

311 

Trans  Union  Corp 

26 

-10.7 

50 

325 

455 

431 

Rorer-Amchem 

21 

9.1 

25 

479 

396 

409 

Unionamerica 

26 

26.7 

28 

469 

456 

445 

Zale 

21 

14.6 

27 

471 

397 

■ 

Lykes-Youngstown 

26 

185.7 

76 

236 

457 

480 

MCA 

21 

25.1 

26 

477 

398 

420 

Arizona  Public  Serv 

26 

29.8 

47 

344 

458 

484 

Becton,  Dickinson 

21 

26.3 

29 

448 

399 

402 

ELTRA 

26 

24.2 

37 

409 

459 

496 

Knight  Newspapers 

21 

29.6 

28 

463 

400 

■ 

North  Amer  Philips 

25 

218.6 

38 

401 

460 

386 

Southwestern  Pub  Serv 

21 

-4.5 

33 

426 

401 

378 

First  Intl  Banc 

25 

13.8 

28 

466 

461 

469 

Mercantile  Stores 

21 

20.3 

28 

458 

402 

■ 

American  Standard 

25 

DP 

62 

287 

462 

432 

Anchor  Hocking 

21 

8.3 

31 

434 

403 

362 

Arkansas  Louisiana  Gas 

25 

6.2 

43 

364 

463 

427 

Idaho  Power 

21 

6.8 

29 

454 

404 

428 

Levi  Strauss 

25 

29.1 

32 

429 

464 

465 

Houston  Natural  Gas 

21 

18.5 

38 

394 

405 

390 

Citizens  &  Southern 

25 

16.7 

30 

447 

465 

406 

Hershey  Foods 

21 

0.7 

27 

474 

406 

372 

Comsat 

25 

10.8 

57 

303 

466 

457 

Monroe  Auto  Equip 

20 

15.0 

23 

487 

407 

394 

Utah  Power  &  Light 

25 

16.9 

38 

396 

467 

476 

Chromalloy  Amer  Corp 

20 

20.5 

40 

386 

408 

424 

Amfac 

25 

26.9 

40 

387 

468 

■ 

UAL 

20 

DP 

204 

56 

409 

399 

Babcock  &  Wilcox 

24 

18.3 

44 

361 

469 

456 

Southland  Corp 

20 

14.4 

38 

399 

410 

379 

San  Diego  Gas  &  Elec 

24 

10.0 

45 

354 

470 

■ 

Int  Minerals  &  Chem 

20 

39.9 

36 

411 

410 

385 

Morton-Norwich 

24 

11.9 

39 

391 

471 

401 

Pittsburgh  National 

20 

-1.8 

23 

489 

412 

■ 

Howmet 

24 

84.1 

41 

380 

472 

443 

Gerber  Products 

20 

9.5 

24 

482 

413 

381 

General  Dynamics 

24 

10.1 

75 

240 

473 

■ 

Tampa  Electric 

20 

59.7 

33 

425 

414 

440 

Lone  Star  Industries 

24 

27.3 

43 

365 

474 

306 

Hanna  Mining 

20 

-32.0 

28 

464 

415 

452 

Indianapolis  Pow  &  Lt 

24 

32.4 

38 

395 

475 

■ 

Michigan  National 

20 

100.8 

20 

498 

416 

■ 

Storer  Broadcasting 

24 

720.9 

35 

419 

476 

■ 

Atlantic  City  Elec 

20 

26.0 

31 

436 

417 

450 

Roadway  Express 

24 

30.4 

37 

408 

477 

473 

Nalco  Chemical 

20 

17.6 

28 

462 

418 

357 

Marlennan 

24 

-2.0 

27 

473 

478 

436 

Rep  Nat  Bank  Dallas 

20 

5.1 

23 

488 

419 

444 

Tecumseh  Prods 

23 

27.7 

28 

459 

479 

460 

Washington  Natl  Corp 

20 

13.0 

20 

499 

420 

■ 

Bath  Industries 

23 

93.1 

29 

452 

480 

■ 

Flintkote 

20 

44.8 

39 

388 

421 

464 

Sybron 

23 

33.4 

30 

443 

481 

■ 

National  Liberty 

20 

44.3 

21 

497 

422 

257 

Combustion  Engineer 

23 

-34.8 

43 

368 

482 

453 

Rochester  Gas  &  Elec 

20 

10.8 

35 

420 

423 

393 

Del  Monte 

23 

9.6 

39 

390 

483 

■ 

Stanley  Works 

20 

30.3 

32 

433 

424 

419 

Gannett 

23 

17.8 

32 

432 

484 

■ 

Howard  Johnson 

20 

26.1 

31 

441 

425 

404 

Consol  Freightways 

23 

13.0 

42 

372 

485 

■ 

National  Airlines 

20 

DP 

53 

312 

426 

380 

Seattle-First  Nat  Bk 

23 

4.9 

27 

470 

486 

400 

Louisville  Gas  &  Elec 

20 

-4.1 

34 

422 

427 

335 

Akzona 

23 

-9.8 

47 

343 

487 

■ 

Skyline 

20 

37.2 

21 

493 

428 

442 

Koppers 

23 

23.8 

48 

341 

488 

■ 

Eastern  Air  Lines 

20 

247.3 

99 

180 

429 

397 

Gardner-Denver 

23 

10.2 

28 

465 

489 

454 

Dow  Jones 

20 

10.2 

27 

475 

430 

■ 

Imperial  Corp  of  Am 

23 

66.4 

25 

480 

490 

■ 

Kaufman  &  Broad 

20 

96.4 

21 

495 

431 

434 

A  H  Robins 

23 

19.5 

26 

476 

491 

■ 

Gould 

19 

36.1 

31 

438 

432 

408 

Brown  Group 

23 

11.4 

31 

435 

492 

410 

Heublein 

19 

-4.0 

32 

430 

433 

■ 

Briggs  &  Stratton 

23 

49.2 

27 

472 

493 

■ 

Ticor 

19 

23.8 

22 

492 

434 

377 

Nat  City  Bnk  Cleve 

23 

1.2 

24 

483 

494 

■ 

Ogden 

19 

22.6 

41 

381 

435 

423 

Liberty  Nat  Life  Ins 

23 

16.1 

23 

486 

495 

■ 

Clorox 

19 

28.1 

21 

496 

436 

418 

McGraw-Hill 

23 

14.3 

28 

468 

496 

497 

Cleveland-Cliffs 

19 

20.8 

23 

490 

437 

446 

Portland  Gen  Elec 

23 

23.4 

29 

449 

497 

■ 

Am  Re-Insurance 

19 

28.8 

19 

500 

438 

369 

Time  Inc 

22 

-3.7 

38 

403 

498 

■ 

National  Fuel  Gas 

19 

33.2 

29 

451 

439 

416 

Walter  E  Heller 

22 

12.1 

22 

491 

499 

■ 

J  Ray  McDermott 

19 

181.4 

38 

404 

440 

413 

National  Serv  Inds 

22 

10.9 

31 

437 

500 

■ 

Toledo  Edison 

19 

24.9 

31 

439 

Not  on  500  list  in  1971.         DP  Deficit  to  Profit. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1972 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

383 

172 

284 

Abbott  Laboratories  (Dec) 

539,084 

521,818 

949,970 

39,436 

■ 

84 

■ 

■ 

Acme  Markets  (Mar) 

370,020 

1,861,588 

83,252 

12,426 

■ 

442 

■ 

■ 

Addressograph-Muftigraph  (July) 

388,010 

435,670 

265,221 

16,649 

■ 

422 

■ 

■ 

Admiral  (Dec) 

242,412 

468,763 

98,821 

15,413 

14 

22 

67 

36 

Aetna  Life  &  Casualty  (Dec) 

12,108,050 

4,184,018 

1,950,244 

170,243 

48 

■ 

250 

240 

H  F  Ahmanson  &  Co  (Dec) 

4,759,851 

348,622 

694,180 

46,112 

■ 

406 

■ 

■ 

Airco  (Dec) 

607,430 

492,295 

205,888 

2,021 

■ 

■ 

405 

■ 

Air  Products  &  Chemicals  (Sept) 

466,376 

351,167 

432,412 

18,334 

■ 

360 

460 

427 

Akzona  (Dec) 

533,947 

571,529 

374,919 

23,157 

323 

■ 

■ 

■ 

Alabama  Bancorporation  (Dec) 

1,079,149 

54,418 

160,101 

9,385 

491 

■ 

■ 

■ 

Alabama  Financial  (Dec) 

678,852 

39,968 

86,273 

8,062 

■ 

304 

■ 

■ 

Albertson's  (Jan) 

105,033 

681,623 

95,369 

7,470 

■ 

319 

■ 

■ 

Alco  Standard  (Sept) 

338,409 

646,679 

115,303 

12,516 

■ 

356 

■ 

■ 

Allegheny  Ludlum  (Dec) 

541,733 

573,946 

135,347 

17,698 

225 

■ 

293 

185 

Allegheny  Power  System  (Dec) 

1,523,916 

346,826 

607,404 

58,333 

198 

123 

205 

156 

Allied  Chemical  (Dec) 

1,661,311 

1,500,977 

799,211 

66,037 

345 

126 

■ 

369 

Allied  Stores  (Jan) 

1,000,636 

1,495,722 

323,808 

28,040 

■ 

212 

■ 

■ 

Allied  Supermarkets  (June) 

175,457 

972,299 

25,438 

1,426 

414 

215 

■ 

■ 

Allis-Chalmers  (Dec) 

835,089 

960,331 

129,728 

8,731 

98 

96 

127 

82 

Aluminum  Company  of  America  (Dec) 

2,704,011 

1,753,020 

1,161,897 

102,837 

259 

152 

177 

393 

Amerada  Hess  (Dec) 

1,378,065 

1,333,532 

933,580 

26,001 

182 

148 

237 

■ 

American  Airlines  (Dec) 

1,732,493 

1,353,808 

715,711 

5,635 

418 

■ 

■ 

■ 

American  Bank  &  Trust  (PA)  (Dec) 

818,167 

52,277 

91,112 

8,178 

D 

392 

■ 

■ 

American  Beef  Packers  (May) 

60,002 

511,746 

12,859 

1,099 

159 

98 

140 

59 

American  Brands  (Dec) 

1,974,320 

1,734,261 

1,100,558 

123,300 

■ 

239 

272 

316 

American  Broadcasting  Companies  (Dec) 

535,272 

869,449 

645,990 

35,637 

233 

72 

314 

■ 

American  Can  (Dec) 

1,491,606 

2,015,514 

561,312 

-50,739 

256 

147 

95 

73 

American  Cyanamid  (Dec) 

1,388,806 

1,377,692 

1,559,456 

108,780 

53 

242 

78 

42 

American  Electric  Power  (Dec) 

4,434,439 

860,642 

1,785,000 

156,257 

38 

109 

41 

58 

American  Express  (Dec) 

6,126,055 

1,635,485 

3,342,684 

123,656 

327 

■ 

■ 

■ 

American  Financial  (Dec)tt 

1,050,000 

240,869 

264,129 

15,085 

179 

■ 

■ 

■ 

American  Fletcher  (Dec) 

1,761,626 

98,764 

161,712 

11,380 

103 

268 

338 

166 

American  General  Insurance  (Dec) 

2,652,013 

772,497 

527,780 

63,523 

■ 

■ 

270 

■ 

American  Greetings  (Feb) 

136,644 

182,973 

649,983 

14,654 

332 

114 

20 

34 

American  Home  Products  (Dec) 

1,042,004 

1,587,062 

6,377,846 

175,388 

■ 

309 

84 

330 

American  Hospital  Supply  (Dec) 

425,991 

668,875 

1,684,963 

33,893 

316 

370 

85 

258 

American  International  Group  (Dec) 

1,094,771 

553,016 

1,677,711 

43.076 

252 

241 

211 

154 

American  Metal  Climax  (Dec) 

1,408,470 

863,093 

778,875 

66,190 

■ 

140 

■ 

355 

American  Motors  (Sept) 

575,651 

1,403,803 

209,525 

30.157 

272 

■ 

■ 

■ 

American  National  Corp  (Dec) 

1,305.967 

66,834 

83,879 

8.922 

205 

■ 

444 

344 

American  National  Financial  (Dec) 

1,607,037 

320,831 

394,597 

31,217 

162 

284 

194 

132 

American  Natural  Gas  (Dec) 

1,938,789 

724,359 

843,310 

72,302 

■ 

■ 

■ 

497 

American  Re-Insurance  (Dec) 

471,134 

203,917 

282,459 

19,155 

319 

■ 

■ 

■ 

American  Security  &  Trust  (Dec) 

1,086,107 

58,819 

129,185 

11,976 

350 

253 

360 

219 

American  Smelting  &  Refining  (Dec) 

989,991 

814.345 

496,654 

49,110 

330 

154 

■ 

402 

American  Standard  (Dec) 

1,044,576 

1,320,552 

172,144 

25,249 

1 

2 

2 

1 

American  Telephone  &  Telegraph  (Dec) 

60,625,045 

20,904,112 

28,976,261 

2,532,058 

489 

227 

149 

195 

AMF  (Dec) 

686,044 

924,330 

1,038,060 

55,369 

■ 

279 

498 

408 

Amfac  (Dec) 

560,940 

750,164 

334,592 

24,744 

■ 

■ 

93 

334 

AMP  (Dec) 

243,936 

302,086 

1,575,948 

33,191 

■  Not  on  500  list.         t  Plus 
All  per-share  data  adjusted  for 

stock 
stock  splits 

ft  Figures  include  unconsolidated  subsidiaries, 
and  dividends  through  May  15,  1973. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1972 

A . . . 

His  Total 

Remuneration^ 

Ranked 
Among  850 

As  a  Grc 
Total 
Remuneration 

tup 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

54,108 

2.88 

l.lO 

70 

Edward  J  Ledder 

145,609 

470 

1,846,657 

39 

32,556 

3.57 

2.00t 

23% 

John  R  Park 

124,348 

566 

900,344 

19 

29,942 

2.07 

0.60 

33 

Charles  L  Davis 

279,125 

106 

1,136,785 

25 

21,505 

0.87 

2.85 

none 

17 

Ross  D  Siragusa 

99,059 

692 

866,755 

26 

181,186 

-0.15 

6.35 

1.66 

73i/8 

John  H  Filer 

168,442 

378 

1,886,331 

34 

46,112 

0.06 

2.09 

0.09 

30% 

William  H  Ahmanson 

213,575 

241 

852,353 

13 

30,173 

-1.37 

0.17 

0.80 

171/2 

George  S  Dillon 

157,500 

427 

917,211 

25 

50,889 

1.44 

o.iot 

343/8 

Leonard  P  Pool 

120,000 

586 

1,405,600 

30 

47,271 

1.86 

l.lO 

30VS 

Claude  S  Ramsey 

173,440 

369 

930,745 

30 

18,795 

2.19 

1.17 

37V4 

John  W  Woods 

73,575 

805 

342,959 

22 

9,208 

0.88 

2.83 

0.70 

3oy4 

Wallace  D  Malone  Jr 

58,786 

835 

378,753 

11 

13,462 

1.18 

0.34 

151/8 

Jonathan  L  Scott 

138,093 

500 

1,073,524 

32 

20,782 

0.02 

1.07 

0.34 

10  % 

Tinkham  Veale  II 

155,000 

433 

1,332,962 

20 

34,824 

2.45 

l.OO 

28% 

Roger  S  Ahlbrandt 

197,500 

299 

1,700,800 

32 

103,385 

2.35 

1.40 

24i/2 

Charles  B  Finch 

100,228 

668 

547,192 

16 

183,468 

0.02 

2.40 

1.20 

29 

John  T  Connor 

280,000 

103 

1,777,709 

25 

51,490 

3.27 

1.40 

383/8 

Thomas  M  Macioce 

275,000 

112 

2,405,025 

36 

9,657 

0.31 

none 

4% 

Thomas  McMaster 

110,000 

633 

806,191 

26 

29,761 

0.70 

0.20 

12% 

David  C  Scott 

275,004 

111 

1,669,130 

29 

253,701 

4.61 

1.80 

53i/8 

John  D  Harper 

386,360 

32 

3,503,813 

40 

108,032 

-0.55 

0.72 

0.30f 

44% 

Leon  Hess 

175,000 

358 

2,455,219 

44 

119,791 

0.20 

none 

251/s 

George  A  Spater 

238,542 

179 

3,831,747 

74 

9,160 

2.29 

l.OO 

25i/2 

Sidney  D  Klineff 

66,673 

820 

416,653 

33 

2,267 

0.66 

none 

65/8 

Frank  R  West 

76,442 

795 

245,438 

17 

166,676 

4.52 

2.29 

42% 

Robert  B  Walker# 

500,844 

9 

2,805,049 

19 

50,761 

0.04 

2.10 

0.60 

38i/8 

Leonard  H  Goldenson 

419,600 

21 

1,246,061 

31 

23,976 

-5.97 

-3.02 

2.20 

31% 

William  F  May 

221,571 

213 

1,625,704 

32 

177,130 

2.24 

1.25 

32 

Clifford  D  Siverd 

316,762 

62 

1,747,999 

17 

261,977 

2.63 

1.77 

30 

Donald  C  Cook 

258,675 

138 

863,446 

16 

123,656 

1.72 

0.48 

w/8 

Howard  L  Clark 

370,000 

36 

3,146,438 

47 

17,608 

1.06 

0.04 

19% 

Carl  H  Lindner 

54,204 

839 

774,490 

16 

12,883 

2.55 

1.05 

36 

S  Edgar  Lauther 

100,000 

670 

605,038 

32 

67,508 

1.67 

0.42 

165/8 

Benjamin  N  Woodson 

149,000 

459 

2,025,493 

59 

17,130 

1.07 

0.36 

71% 

Irving  1  Stone 

228,536 

200 

1,732,356 

35 

198,457 

0.02 

1.10 

0.59 

403/4 

William  F  Laporte 

499,659 

10 

2,718,626 

25 

42,050 

0.99 

0.27 

49 

Karl  D  Bays 

199,475 

295 

1,250,528 

26 

45,516 

0.14 

2.17 

0.26 

843/4 

Maurice  R  Greenberg 

136,900 

506 

981,927 

34 

108,360 

2.62 

1.40 

32% 

Ian  MacGregor 

279,198 

104 

1,903,693 

32 

67,634 

•      0.54 

1.18 

none 

8V4 

Roy  D  Chapin  Jr 

268,329 

119 

.'.387,701 

37 

10,516 

v 

3.96 

1.25 

37 

Allen  P  Stults 

126,900 

547 

449,600 

19 

37,862 

0.32 

0.96 

0.38 

I21/4 

Glendon  E  Johnson 

131,677 

521 

661,745 

25 

142,924 

4.19 

2.28 

453/4 

Ralph  T  McElvenny # 

181,900 

341 

803,833 

15 

19,155 

-0.10 

1.04 

517/8 

Merl  L  Rouse 

207,250 

260 

1,544,177 

39 

11,976 

4.93 

1.89 

53»/4 

Robert  C  Baker 

129,808 

531 

587,896 

32 

73,038 

0.01 

1.84 

1.20 

18% 

Charles  F  Barber 

201,239 

273 

1,303,412 

23 

62,075 

1.15 

0.40 

131/4 

William  A  Marquard 

200,000 

276 

1,191,648 

32 

5,573,784 

4.34 

2.65 

523/4 

John  D  deButts 

256,250 

145 

3,009,179 

40 

83,498 

2.96 

1.04 

553/8 

Rodney  C  Gott 

200,000 

276 

2,054,364 

34 

39,510 

2.16 

0.60 

30% 

Henry  A  Walker  Jr 

183,625 

333 

1,896,773 

43 

44,846 

0.90 

0.22 

423/4 

Joseph  D  Brenner 

N.A 

N.A. 

N.A.  Not  available.  #  New  CEO  in  1973.  Net  profits  a 
per  share  include  all  extraordinary  credits  or  charges 

id  earnings 
to  income. 

ft  CEO  office  held  jointly  with  Ben  T   Craig 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1972 

Market       Net 
Assets   Revenues   Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


■  303  ■  ■  Amstar(June) 
209  202  408  52  Anaconda  (Dec) 

■  ■  ■  462  Anchor  Hocking  (Dec) 

■  337  ■  ■  Anderson-Clayton  (June) 
479  210  50  131  Anheuser-Busch  (Dec) 


329,043 
1,599,503 
236,159 
338,435 
698,160 


682,112 
1,011,603 
340,278 
609,414 
977,500 


105,196 
430,092 
205,803 
168,222 
2,489,565 


16,645 
133,037 
20,740 
16,962 
72,307 


446 
460 


246  188  389  ARA  Services  (Sept) 

307  ■  ■  Archer-Daniels-Midland  (June) 

325  ■  ■  Arden-Mayfair  (Dec) 

■  ■  ■  Arizona  Bank  (Phoenix)  (Dec) 

■  ■  398  Arizona  Public  Service  (Dec) 


392,607 
260,209 
129,662 
759,436 
728,840 


844,760 
675,857 
632,747 
44,644 
188,436 


862,547 

154,141 

12,572 

75,602 

252,000 


26,272 

11,310 

1,040 

4,058 

25,578 


■  ■  ■  403  Arkansas  Louisiana  Gas  (Dec) 
366  262  ■  ■  Arlen  Realty  &  Development  (Feb) 
147  79  244  124  Armco  Steel  (Dec) 

■  302  191  272  Armstrong  Cork  (Dec) 
278  93  221  146  Ashland  Oil  (Sept) 


508,592 
952,510 

2,082,644 
588,241 

1,275,002 


248,034 
792,926 

1,926,593 
684,470 

1,792,176 


272,688 
255,190 
709,613 
848,133 
740,674 


25,212 
5,817 
75,604 
41,761 
68,309 


497 
362 

■ 
50 


181 


35 
489 


239 


36 


260  Associated  Dry  Goods  (Jan) 

■  Atlantic  Bancorporation  (Dec) 
476  Atlantic  City  Electric  (Dec) 

29  Atlantic  Richfield  (Dec) 

■  A-T-0  (Dec) 


671,601 
966,057 
448,247 
4,629,013 
249,563 


1,130,004 
57,713 

114,653 
3,320,793 

381,618 


713,160 

111,552 

189,371 

3,589,096 

65,740 


42,686 

7,427 

20,083 

195,561 

8,820 


81 


471 
445 


■  344  ■  Automatic  Data  Processing  (June) 
192  ■  256  Avco(Nov)ft 

■  457  ■  Avery  Products  (Nov) 
204           15  56  Avon  Products  (Dec) 
218  494  409  Babcock  &  Wilcox  (Dec) 

■  ■  ■  Bache  &  Co  (Jan) 


49,178 
3,244,245 
127,248 
598,647 
716,579 
762,104 


62,141 

1,077,060 

184,662 

1,005,316 

955,885 

143,846 


521,934 
177,909 
379,260 
7,910,304 
340,335 
68,109 


6,470 
43,188 

8,097 

124,929 

24,436 

7,341 


408          ■  ■            ■  D  H  Baldwin  (Dec) 

■            ■  475          ■  Bally  Manufacturing  (Dec) 

197  450  257  126  Baltimore  Gas  &  Electric  (Dec) 

108           ■  ■             ■  BanCalTri-State(Dec)1 

466          ■  ■            ■  Banco  Credito  y  Ahorro  Ponceno  (Dec) 

306          ■  ■            ■  Banco  Popular  de  Puerto  Rico  (Dec) 


12 
246 


211 
318 


852,493 

78,441 

1,670,732 

2,579,819 

720,590 
1,134,030 


155,316 

83,263 

424,797 

147,119 

49,781 

63,601 


106,151 

358,872 

686,373 

72,055 

49,613 

58,500 


314  255  149  Bankers  Trust  New  York  Corp  (Dec) 

■  ■  ■  Barnett  Banks  of  Florida  (Dec) 

■  ■  420  Bath  Industries  (Dec) 

■  89  442  Baxter  Laboratories  (Dec) 

■  ■  ■  Baystate  Corp  (Dec) 
43  79  90  Beatrice  Foods  (Feb) 


13,348,937 

1,424,672 

200,406 

409,762 

1,592,359 

1,087,514 


654,875 

92,545 

345,189 

278,841 

95,453 

2,786,970 


687,078 
266,537 
284,629 

1,616,973 
111,242 

1,758,462 


9,806 
9,534 
74,868 
8,066 
6,742 
8,604 


114  ■  ■  ■  BancOhio  (Dec)  2,531,760  136,331  176,252  18,746 

■  ■  438  ■  Bandag(Dec)  36,041  53,555  400,050  7,478 

2  106  42  31  BankAmerica  Corp  (Dec)  40,888,450  1,651,293  3,309,744  192,447 

334  ■  ■  ■  Bank  of  The  Commonwealth  (Detroit)  (Dec)  1,036,231  70,539  28,581  -34,532 

65  ■  ■  383  Bank  of  New  York  (Dec)  3,811,046  205,801  240,697  26,741 

276  ■  ■  ■  Bank  of  Virginia  Company  (Dec)2  1,281,671  92,819  125,678  8,064 


67,602 
11,494 
23,415 
22,183 
12,273 
90,391 


■  ■  231  458  Becton,  Dickinson  (Sept) 

■  447  ■           ■  Bemis(Dec) 
291  94  297  190  Bendix  (Sept) 

88  153  167  103  Beneficial  Corp  (Dec)tt 

71  41  115  51  Bethlehem  Steel  (Dec) 

■  ■  485  ■  Betz  Laboratories  (Dec) 


292,198 

255,615 

1,235,200 

3,040,794 

3,645,375 

37,410 


289,221 

428,307 

1,776,495 

1,324,533 

3,113,602 

57,313 


725,797 
115,371 
602,404 
962,693 
1,306,277 
348,018 


20,815 

9,794 

56,399 

82,812 

134,584 

4,618 


■   Not  on  500  list.         t   Plus  stock.         tt  Figures  include  unconsolidated  subsidiaries. 
All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15.  1973. 


1)  Formerly  Bank  of  California  N  A 

2)  Formerly  Virginia  Commonwealth  Bankshares. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1972 

a . 

His  Total 

Remuneration! 

Ranked 
Among  850 

As  a  Grc 
Total 
Remuneration 

tup 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

27,054 

3.75 

1.70 

28 

Robert  T  Quittmeyer 

142,079 

482 

1,330,937 

24 

177,106 

4.03 

6.03 

0.13 

19V2 

John  B  M  Place 

200,000 

276 

1,186,059 

27 

31,495 

2.95 

1.00 

29V4 

John  L  Gushman 

234,000 

188 

1,204,703 

28 

23,597 

2.58 

0.60f 

26V2 

Thomas  J  Barlow 

151,029 

443 

1,641.349 

36 

111,277 

-0.09 

1.61 

4.53 

0.58 

55Vi 

August  A  Busch  Jr 

349,941 

41 

2,149,803 

35 

46,862 

1.20 

15P/4 

Davre  J  Davidson 

122,500 

572 

1,769,829 

34 

20,939 

1.70 

0.50 

223/8 

Dwayne  O  Andreas 

135,000 

512 

1,121,244 

21 

6,297 

-0.43 

none 

35/8 

Bernard  Briskin# 

102,000 

659 

520,850 

17 

5,237 

1.78 

0.56 

31 % 

G  Clarke  Bean 

81,116 

781 

538,812 

29 

46,987 

2.29 

1.12 

24 

William  P  Reilly 

82,420 

779 

542,080 

31 

43,205 

0.04 

2.50 

1.30 

27»/8 

Wilton  R  Stephens* 

128,200 

541 

630,178 

29 

24,564 

-0.28 

0.29 

none 

13 

Arthur  G  Cohen 

150,000 

447 

859,878 

13 

171,004 

2.28 

1.00 

24»/a 

C  William  Verity  Jr 

217,949 

225 

2,279,908 

32 

68,795 

1.60 

0.80 

33 

James  H  Binns 

208,000 

256 

2,226,501 

38 

135,638 

0.01 

2.66 

1.20 

32% 

Orin  E  Atkins 

175,000 

358 

2,006,588 

34 

60,627 

3.16 

1.25 

52»/2 

Lewis  P  Seiler 

210,000 

249 

4,058,000 

65 

-  8,832 

2.13 

0.67 

32 

Edward  W  Lane  Jr 

59,590 

833 

392,773 

19 

31,273 

2.26 

1.41 

22% 

James  P  Hayward 

65,030 

822 

480,588 

20 

438,487 

0.06 

3.46 

2.00 

773/4 

Robert  O  Anderson 

245,192 

170 

3,544,659 

48 

15,800 

0.91 

0.12 

Wz 

Harry  E  Figgie 

212,450 

243 

1,097,328 

26 

8,280 

1.14 

none 

913/8 

Henry  Taub 

84,000 

771 

677,624 

15 

63,046 

0.04 

2.30 

none 

15»/2 

James  R  Kerr 

300,000 

82 

2,992,885 

33 

13,612 

0.90 

0.24 

43 

R  Stanton  Avery 

181,199 

343 

1,342,205 

25 

137,748 

2.16 

1.35 

1363/4 

Fred  G  Fusee 

387,018 

30 

5,290,450 

56 

43,839 

1.97 

0.54 

27 

George  G  Zipf 

246,577 

166 

1,342,954 

28 

10,198 

1.01 

0.10 

93/8 

John  E  Leslie 

217,000 

230 

10,361,489 

210 

9,806 

1.72 

0.30f 

2OV4 

Lucien  Wulsin 

90,000 

734 

654,531 

21 

12,512 

1.82 

0.03 

68i/2 

WTO'Donnell 

69,069 

815 

699,269 

10 

109,308 

2.83 

1.89 

30i/4 

C  Edward  Utermohle  Jr 

101,409 

662 

523,800 

25 

11,446 

0.63 

2.67 

1.34 

"23% 

Charles  DeBretteville 

140,000 

489 

478,816 

35 

7,507 

3.06 

0.78t 

23% 

Angel  M  Rivera 

90,456 

733 

435,979 

29 

10,328 

0.27 

4.30 

1.12 

291/4 

Rafael  Carrion  Jr 

61,145 

829 

632,052 

30 

20,733 

2.83 

1.00t 

26i/2 

Philip  F  Searle 

86,200 

761 

721,544 

41 

9,398 

0.64 

none 

35 

Roy  J  Carver 

62,283 

827 

498,808 

13 

222,109 

2.79 

1.14 

48 

Alden  W  Clausen 

209,400 

255 

902,512 

20 

-33,537 

-2.04 

-7.94 

none 

6V4 

Arthur  Snyder 

N.A. 

N.A. 

29,837 

4.26 

2.00 

391/8 

Samuel  H  Woolley 

245,401 

167 

1,084,894 

21 

9,712 

2.06 

0.80 

321/4 

Herbert  C  Moseley 

154,670 

435 

1,499,763 

66 

75,202 

;       0.70 

6.54 

2.84 

661/2 

William  H  Moore 

220,000 

217 

.,390,592 

40 

13,523 

N 

2.05 

0.57 

471/4 

Guy  W  Botts 

112,300 

623 

669,263 

29 

28,608 

2.95 

0.20 

363/4 

William  D  Kyle  Jr 

258,796 

137 

940,049 

10 

32,057 

0.77 

0.14 

553/4 

William  B  Graham 

140,000 

489 

1,063,551 

22 

14,589 

4.02 

1.82 

363/4 

Richard  Wengren 

72,358 

809 

207,497 

14 

129,002 

1.36 

0.58 

273/4 

William  G  Karnes 

312,500 

66 

1,027,910 

40 

29,497 

1.24 

0.32 

43 

Fairleigh  S  Dickinson  Jr 

99,875 

687 

1,056,637 

20 

20,933 

^-0.13 

2.13 

0.70 

27 

Judson  Bemis 

139,763 

496 

888,229 

20 

101,985 

'-0.17 

3.39 

1.60 

483/4 

Werner  M  Blumenthal 

266,496 

120 

2,846,131 

44 

93,163 

3.95 

1.10 

52i/2 

Edgar  T  Higgins 

186,100 

320 

1,394,354 

30 

315,407 

3.02 

1.20 

29% 

Stewart  S  Cort 

291,670 

95 

4,590,838 

42 

5,837 

0.60 

0.17 

451/4 

J  Drew  Betz 

50,882 

842 

764,512 

13 

N.A.  Not  ava 

lable.  #  New  CEO  in  1973. 

Net  profits  and  earnings 

per  share  include  all  extraordinary  credits  or  charges 

to  income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

1972 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

■ 

110 

384 

Black  &  Decker  (Sept) 

273,604  < 

345,656 

1,378,080 

26,610 

145 

55 

330 

353 

Boeing  (Dec) 

2,127,396 

2,369,580 

542,225 

30,405 

176 

179 

488 

■ 

Boise  Cascade  (Dec) 

1,782,040 

1,150,900 

346,522 

-170,610 

264 

61 

179 

157 

Borden  (Dec) 

1,333,427 

2,192,919 

918,194 

65,992 

338 

159 

259 

181 

Borg-Warner  (Dec) 

1,021,423 

1,283,187 

683,536 

59,534 

■ 

466 

■ 

■ 

Borman's  (Jan) 

67,346 

404,356 

15,180 

1,235 

351 

■ 

■ 

314 

Boston  Edison  (Dec) 

987,839 

269,796 

323,263 

35,853 

■ 

■ 

411 

433 

Briggs  &  Stratton  (June) 

110,488 

221,080 

427,592 

22,706 

406 

167 

57 

101 

Bristol-Myers  (Dec) 

854,214 

1,205,150 

2,161,770 

83,935 

■ 

226 

249 

320 

Broadway-Hale  (Jan) 

565,682 

.931,049 

694,581 

35,071 

■ 

■ 

476 

■ 

Brown-Forman  Distillers  (Apr) 

227,615 

144,612 

358,710 

15,265 

■ 

363 

■ 

432 

Brown  Group  (Oct) 

296,137 

567,052 

242,592 

22,755 

■ 

■ 

400 

■ 

Browning-Ferris  Industries  (Sept) 

177,584 

170,172 

438,906 

10,641 

■ 

323 

256 

323 

Brunswick  (Dec) 

463,807 

633,836 

687,002 

34,806 

■ 

306 

■ 

■ 

Budd  (Dec) 

410,431 

676,824 

98,085 

17,567 

243 

90 

163 

216 

Burlington  Industries  (Sept) 

1,441,450 

1,816,119 

978,873 

49,607 

90 

168 

290 

225 

Burlington  Northern  (Dec) 

2,985,409 

1,194,997 

615,483 

48,711 

234 

197 

30 

94 

Burroughs  (Dec) 

1,490,344 

1,040,188 

4,057,144 

87,541 

174 

■ 

■ 

■ 

Cameron  Financial  Corp  (Dec)3 

1,788,937 

121,508 

229,862 

13,491 

465 

191 

137 

179 

Campbell  Soup  (July) 

721,863 

1,086,186 

1,118,967 

59,633 

■ 

■ 

406 

■ 

Capital  Cities  Broadcasting  (Dec) 

232,860 

118,488 

431,514 

17,015 

265 

■ 

215 

296 

Capital  Holding  Corp  (Dec) 

1,330,329 

297,044 

765,447 

38,089 

■ 

161 

91 

192 

Carnation  Company  (Dec) 

655,159 

1,251,782 

1,587,950 

55,854 

248 

■ 

342 

175 

Carolina  Power  &  Light  (Dec) 

1,418,804 

307,136 

523,838 

60,529 

■ 

281 

262 

339 

Carrier  (Oct) 

612,715 

739,438 

674,884 

32,339 

m 

358 

■ 

■ 

Castle  &  Cooke  (Dec)t 

563,480 

572,063 

209,026 

16,647 

166 

47 

32 

23 

Caterpillar  Tractor  (Dec) 

1,912,200 

2,602,200 

3,792,429 

206,400 

196 

■ 

■ 

■ 

CBT  Corp  (Hartford)  (Dec) 

1,672,660 

89,229 

101,911 

9,358 

187 

145 

316 

254 

Celanese  (Dec) 
Centennial  Corp  (Dec) 

1,705,400 

1,384,800 

561,047 

43,900 

■ 

■ 

339 

■ 

358,614 

212,584 

526,176 

11,709 

■ 

■ 

443 

■ 

Centex  (Mar) 

234,055 

258,101 

394,772 

11,886 

253 

441 

134 

129 

Central  &  South  West  (Dec) 

1,406,719 

438,444 

1,140,309 

72,676 

335 

■ 

■ 

■ 

Central  Bancorporation  (Dec) 

1,033,555 

59,502 

100,424 

10,249 

470 

■ 

■ 

■ 

Central  Bancshares  of  The  South  (Dec) 

716,734 

40,879 

157,076 

7,210 

■ 

■ 

■ 

453 

Central  Illinois  Public  Service  (Dec) 

521,764 

150,722 

208,274 

21,130 

440 

■ 

■ 

■ 

Central  National  Chicago  Corp  (Dec) 

771,317 

44,963 

27,108 

3,235 

■ 

229 

m 

■ 

Central  Soya  (Aug) 

311,298 

911,221 

206,162 

16,154 

412 

■ 

397 

329 

Central  Telephone  &  Utilities  (Dec) 

836,419 

269,707 

442,455 

33,896 

164 

■ 

■ 

■ 

Centran  Bancshares  (Dec) 

1,919,207 

102,401 

107,096 

12,137 

462 

334 

■ 

■ 

Cerro  (Dec) 

727,432 

616,161 

125,902 

17,671 

■ 

474 

■ 

385 

Certain-Teed  Products  (Dec) 

272,808 

394,740 

228,713 

26,485 

■ 

■ 

367 

■ 

Champion  Home  Builders  (Feb) 

68,584 

207,199 

489,706 

11,398 

216 

82 

277 

180 

Champion  International  (Dec) 

1,578,663 

1,871,735 

640,555 

59,549 

■ 

■ 

318 

282 

Champion  Spark  Plug  (Dec) 

301,889 

367,377 

560,193 

39,800 

■ 

430 

■ 

■ 

Charter  Company  (Dec) 

275,232 

451,431 

104,983 

6,575 

29 

■ 

■ 

391 

Charter  New  York  (Dec) 

7,448,753 

328,496 

255,083 

26.201 

4 

130 

77 

44 

Chase  Manhattan  (Dec) 

30,703,610 

1,466,252 

1,787,520 

148,974 

10 

298 

238 

161 

Chemical  New  Yurk  Corporation  (Dec) 

15,434,896 

694,305 

715,181 

64,201 

■ 

■ 

141 

379 

Chesebrough  Pond's  (Dec) 

269,545 

352,966 

1,084,502 

26,921 

106 

19R 

442 

204 

Chessie  System  (Dec)4 

2,609,427 

1,025,390 

395,077 

52,793 

■   Not  on  500  list.         t  Plus  stock.        ?  Annualize  figures. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1973. 


3)  Formerly  First  Union  National  Bancorp  NC. 

4)  Formerly  C&O/B&O  Railroads. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

As  a  GrouD 

PER  SHARE  DATA:  1972 

His  Total 
Remuneration*; 

Ranked 
Among  850 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend    Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

35,251 

2.14 

loot 

108 

Alonzo  G  Decker  Jr 

157,590 

424 

793,480 

22 

115,416 

1.40 

0.40 

25 

Thornton  A  Wilson 

143,733 

478 

2,197,575 

47 

-127,930 

-6.26 

-5.48 

0.19 

11% 

John  B  Fery 

170,000 

374 

2,320,324 

40 

108,120 

2.18 

1.20 

31% 

Augustine  R  Marusi 

329,419 

50 

1,858,072 

32 

■ 

96,858 

0.01 

3.03 

1.25 

36% 

James  F  Bere 

193,373 

308 

1,639,967 

28 

4,432 

0.18 

0.42 

none 

5% 

Paul  Borman 

75,500 

797 

441,000 

12 

58,781 

0.29 

3.84 

2.42 

37% 

Thomas  J  Galligan  Jr 

101,200 

663 

688,020 

22 

26,816 

3.14 

1.43 

59% 

Vincent  R  Shiely 

183,917 

332 

1,412,899 

22 

103,290 

2.60 

1.20 

69 

Richard  L  Gelb 

310,727 

71 

2,720,773 

29 

48,535 

1.87 

0.68 

41% 

Edward  W  Carter 

200,000 

276 

1,235,000 

21 

17,900 

1.29 

0.40f 

31% 

William  F  Lucas 

140,639 

488 

2,079,352 

39 

31,459 

3.00 

1.50 

32 

W  L  Hadley  Griffin 

157,556 

425 

1,130,051 

32 

22,511 

0.77 

0.05 

3iy4 

Louis  A  Watersft 

48,350 

846 

561,116 

16 

51,665 

1.86 

0.16 

371/4 

John  L  Hanigan 

210,000 

249 

1,123,246 

21 

32,909 

0.42 

2.60 

0.10 

16% 

Gilbert  F  Richards 

192,764 

311 

1,182,105 

25 

136,935 

1.86 

1.40 

363/4 

Charles  F  Myers  Jr 

234,562 

186 

3,667,028 

42 

123,072 

3.80 

1.50 

49% 

Louis  W  Menk 

245,400 

168 

1,084,294 

27 

203,203 

4.71 

0.62 

217V4 

Ray  W  Macdonald 

380,000 

34 

1,895,934 

27 

16,115 

2.23 

0.83 

38 

C  Clifford  Cameron 

114,955 

613 

561,957 

33 

88,032 

1.78 

1.10 

33% 

Harold  A  Shaub 

156,667 

430 

2,360,454 

40 

19.765 

2.29 

none 

61 

Thomas  S  Murphy 

200,914 

274 

3,045,735 

50 

39,197 

0.06 

1.40 

0.23 

28% 

Homer  D  Parker 

164,972 

395 

1,211,500 

24 

76,620 

3.20 

0.89 

91 

H  Everett  Olson 

161,250 

407 

1,401,487 

28 

87,809 

2.86 

1.48 

293/4 

Shearon  Harris 

102,683 

658 

772,179 

31 

49,760 

1.32 

0.41 

28 

Melvin  C  Holm 

233,231 

190 

1,934,345 

26 

32,598 

-0.04 

1.29 

0.57 

16% 

Malcolm  MacNaughton 

206,156 

262 

892,619 

25 

307,200 

3.62 

1.40 

66% 

William  H  Franklin 

233,333 

189 

1,963,394 

30 

10,716 

5.10 

2.40 

553/4 

James  F  English 

95,338 

706 

802,837 

41 

175,100 

-0.53 

2.86 

2.00        -  40% 

John  W  Brooks 

264,500 

126 

2,600,068 

34 

11,709 

-0.01 

1.76 

0.10 

75% 

Richard  E  Riebel 

122,873 

571 

383,432 

14 

14,219 

0.88 

none 

273/4 

Frank  M  Crossen 

109,713 

636 

586,448 

11 

118,362 

1.63 

1.04 

25% 

Silas  B  Phillips  Jr 

88,375 

749 

567,070 

18 

11,572 

2.92 

1.20 

283/4 

Oliver  W  Birckhead 

91,068 

727 

369,987 

19 

8,057 

1.23 

0.23 

263/4 

Harry  B  Brock  Jr 

90,000 

734 

158,000 

13 

37,525 

1.60 

1.20 

18% 

Kenneth  E  Bowen 

82,983 

776 

459,858 

22 

3,562 

-0.06 

3.22 

1.20 

27 

Frank  E  Bauder 

92,609 

718 

772,410 

31 

25,209 

2.10 

1.00 

263/4 

DaleWMcMillenJr 

155,255 

432 

1,209,338 

22 

71,677 

0.11 

1.82 

0.94 

243/8 

Robert  P  Reuss 

125,000 

554 

487,613 

17 

13,495 

V 

3.09 

1.68 

28% 

John  A  Gelbach 

97,312 

699 

337,332 

28 

32,961 

-0.23 

2.09 

0.60 

14% 

C  Gordon  Murphy 

206,700 

261 

1,052,128 

24 

37,611 

0.26 

2.38 

0.42 

213/8 

Malcolm  Meyer 

143,000 

481 

923,867 

23 

13,420 

0.33 

0.01 

14 

Henry  E  George 

139,975 

494 

771,792 

17 

117,063 

1.71 

0.84 

22V4 

Karl  R  Bendetsen# 

341,667 

45 

1,213,762 

24 

48,537 

1.06 

0.41 

14% 

Robert  A  Stranahan  Jr 

164,000 

399 

1,001,160 

21 

13,266 

0.40 

1.41 

0.25 

253/4 

Raymond  K  Mason 

129,566 

533 

558,384 

16 

30,445 

♦ 

3.22 

2.00 

333/4 

Gordon  T  Wallis 

184,480 

328 

1,512,866 

37 

176,346 

4.67 

2.00 

56 

David  Rockefeller 

230,000 

194 

4,433,304 

93 

71,923 

4.70 

2.88 

523/8 

William  S  Renchard# 

227,198 

202 

1,311,066 

30 

30,798 

2.20 

1.08 

873/4 

Ralph  E  Ward 

181,250 

342 

1,293,253 

22 

120,064 

-0.41 

6.08 

3.00 

45% 

Hays  T  Watkins 

167,475 

382 

1,574,741 

33 

#  New  CEO 

in  1973.  Net  profits  and  earn 

ings  per  share 

tt  CEO  office  held  jointly  with  Tom  J  Fatio  Jr 

include  all 

ixtraordinary  credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

1972 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

■ 

273 

335 

Chicago  Bridge  &  Iron  (Dec) 

356,608      < 

354,308 

645,400 

32,929 

436 

■ 

■ 

■ 

Chicago  Milwaukee  Corp  (Dec) 

776,650 

319,238 

19,608 

-397 

■ 

377 

■ 

467 

Chromalloy  American  (Dec) 

426,064 

541,078 

184,900 

20,398 

42 

8 

58 

21 

Chrysler  (Dec) 

5,497,331 

9,759,129 

2,146,719 

220,455 

270 

374 

243 

208 

Chubb  (Dec) 

1,311,478 

545,079 

710,126 

52,551 

359 

■ 

410 

232 

Cincinnati  Gas  &  Electric  (Dec) 

973,598 

326,035 

429,250 

47,144 

39 

223 

164 

100 

CIT  Financial  (Dec)ft 

5,959,455 

932,430 

978,413 

85,144 

123 

83 

121 

71 

Cities  Service  (Dec) 

2,405,800 

1,862,100 

1,245,072 

112,100 

li9 

■ 

317 

405 

Citizens  &  Southern  Natl  Bank  Atlanta  (Dec) 

2,499,246 

178,544 

560,713 

24,995 

407 

■ 

■ 

■ 

Citizens  Fidelity  Bank  &  Trust  (Dec) 

853,208 

42,718 

68,000 

5,828 

84 

99 

491 

139 

City  Investing  (Dec) 

3,140,930 

1,694,191 

343,580 

69,784 

■ 

483 

■ 

■ 

City  Stores  (Jan) 

193,179 

390.000E 

21,617 

-662 

■ 

231 

229 

279 

Clark  Equipment  (Dec) 

633,348 

902,251 

729,500 

40,312 

325 

■ 

363 

222 

Cleveland  Electric  Illuminating  (Dec) 

1,057,091 

293,343 

492,564 

49,072 

87 

■ 

■ 

363 

Cleveland  Trust  (Dec) 

3,097,437 

157,270 

278,610 

29,042 

■ 

■ 

■ 

496 

Cleveland-Cliffs  Iron  (Dec) 

213,862 

110,542 

180,375 

19,189 

■ 

■ 

169 

495 

Clorox  (June) 

107,723 

188,203 

961,354 

19,252 

■ 

373 

■ 

■ 

Cluett,  Peabody  (Dec) 

316,967 

549,084 

171,837 

13,697 

56 

112 

283 

85 

CNA  Financial  (Dec) 

4,362,079 

1,596,999 

635,387 

99,895 

429 

433 

274 

276 

Coastal  States  Gas  Producing  (June) 

795,712 

450,086 

645,168 

40,899 

292 

81 

12 

32 

Coca-Cola  (Dec) 

1,231,613 

1,876,192 

8,870,945 

190,157 

374 

91 

66 

150 

Colgate-Palmolive  (Dec) 

930,482 

1,807,632 

1,975,966 

67,541 

■ 

■ 

155 

■ 

Colonial  Penn  Group  (Dec) 

209,613 

170.998 

1,013,370 

18,532 

■ 

287 

■ 

■ 

Colonial  Stores  (Dec) 

149,505 

722.184 

96,276 

9,071 

■ 

293 

■ 

■ 

Colt  Industries  (Dec) 

619,320 

707,299 

137,403 

16,268 

375 

141 

105 

102 

Columbia  Broadcasting  System  (Dec) 

928,109 

1,403,184 

1,419,289 

82,866 

118 

200 

159 

84 

Columbia  Gas  System  (Dec) 

2,519,491 

1,016,226 

1,001,307 

101,811 

■ 

■ 

■ 

452 

Columbus  &  Southern  Ohio  Electric  (Dec) 

580,475 

135,959 

192,950 

21,131 

■ 

■ 

311 

327 

Combined  Insurance  Co  of  America  (Dec) 

389,147 

287,429 

566,792 

33,987 

451 

171 

302 

422 

Combustion  Engineering  (Dec) 

739,841 

1,179,883 

593,107 

23,303 

263 

■ 

■ 

■ 

Commerce  Bancshares  (Dec)5 

1,334,155 

74,095 

151,640 

13,670 

■ 

■ 

493 

■ 

Commerce  Clearing  House  (Dec) 

77,376 

67,097 

341,124 

7,466 

57 

180 

82 

35 

Commonwealth  Edison  (Dec) 

4,336,665 

1,140,164 

1,748,619 

173,684 

■ 

■ 

278 

406 

Communications  Satellite  (Dec) 

329,171 

105,965 

640,000 

24,967 

33 

64 

98 

67 

Connecticut  General  Insurance  (Dec) 

7,128,623 

2,124,051 

1,499,351 

120,030 

43 

127 

111 

46 

Consolidated  Edison  (Dec) 

5,261,961 

1,479,932 

1,376,100 

148,127 

397 

97 

128 

164 

Consolidated  Foods  (June) 

866,566 

1,745,959 

1,161,684 

63,754 

■ 

350 

■ 

425 

Consolidated  Freightways  (Dec) 

297,387 

591,114 

268,223 

23,224 

247 

280 

308 

170 

Consolidated  Natural  Gas  (Dec) 

1,422,463 

741,188 

574,665 

62,468 

115 

278 

217 

119 

Consumers  Power  (Dec) 

2,530,592 

750,453 

760,786 

78,178 

404 

■ 

■ 

■ 

Continental  Bank  (Norristown)  (Dec) 

857,139 

53,910 

79,857 

8,632 

217 

62 

184 

■ 

Continental  Can  (Dec) 

1,574,596 

2,192,672 

882,941 

-39,293 

54 

115 

158 

54 

Continental  Corp  (Dec) 

4,432,316 

1,580,512 

1,004,947 

126,655 

13 

361 

175 

118 

Continental  Illinois  Corp  (Dec) 

12,468,964 

571,060 

940,343 

78,395 

80 

33 

64 

37 

Continental  Oil  (Dec) 

3,249,705 

3,414,984 

2,000,880 

170,181 

220 

413 

197 

205 

Continental  Telephone  (Dec) 

1,566,095 

476,910 

828,609 

52.790 

49 

178 

174 

171 

Control  Data  (Dec)tt 

4,644,274 

1,150,923 

948,250 

62,398 

■ 

387 

■ 

■ 

Cook  United  (Dec) 

203,932 

518,883 

63,831 

6,604 

486 

291 

71 

198 

Corning  Glass  Works  (Dec) 

688,923 

714,631 

1,915,796 

54,274 

321 

118 

214 

96 

CPC  International  (Dec) 

1,083,563 

1,549,582 

771,550 

86,622 

■   Not  on  500  list.         t  Plus  stock. 
All  per-share  data  adjusted  for  stock  splits 

tt  Figures  include  unconsolidated  subsidiaries.        E 
and  dividends  through  May  15,  1973.                         5) 

Estimated  total  revenues. 

Formerly  Commerce  Bancshares  Missouri. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1972 

His  Total 
Remuneration^ 

Ranked 
Among  850 

Asa  Gr< 
Total 
Remuneration 

>up 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

40,692 

3.40 

0.81 

70 

Marvin  G  Mitchell 

137,966 

501 

1,332,791 

24 

18,384 

-0.39 

-1.14 

none 

8 

William  J  Quinn 

164,997 

394 

427,195 

13 

39,539 

1.87 

0.60 

18ft 

Joseph  Freidman 

211,700 

245 

2,312,873 

31 

589,846 

4.27 

0.90 

41 

Lynn  Townsend 

638,600 

5 

7,461,033 

49 

52,551 

0.61 

4.31 

1.11 

58% 

William  M  Rees 

403,000 

24 

1,484,894 

30 

74,798 

2.35 

1.56 

25i/4 

B  John  Yeager 

117,500 

597 

757,821 

28 

85,144 

4.10 

2.00 

483/4 

Walter  S  Holmes  Jr 

183,591 

334 

1,752,673 

30 

236,400 

0.50 

4.34 

2.20 

48 

Robert  V  Sellers 

137,660 

502 

1,161,880 

26 

29,510 

1.08 

0.46 

24V, 

Richard  L  Kattel 

132,850 

518 

1,692,542 

38 

6,596 

2.91 

1.15 

34 

Maurice  D  Johnson 

68,369 

816 

454,176 

29 

86,059 

0.32 

2.30 

0.52 

15% 

George  T  Scharffenberger 

460,883 

16 

2,670,418 

23 

0.00 

none 

Isidore  Newman  II 

101,904 

660 

1,090,385 

22 

56,241 

3.01 

1.45 

54V4 

Walter  E  Schirmer# 

398,540 

27 

2,759,166 

30 

76,408 

3.22 

2.28 

36% 

Karl  H  Rudolph 

117,333 

598 

757,317 

23 

33,372 

9.65 

3.45 

92% 

George  F  Karen  # 

170,000 

374 

909,341 

37 

22,520 

0.86 

6.21 

1.82 

soy, 

H  Stewart  Harrison 

224,567 

209 

953,912 

18 

20,679 

1.08 

0.51 

463/8 

Robert  B  Shetterly 

134,600 

515 

633,450 

15 

20,637 

1.38 

0.90 

19% 

Henry  H  Henley  Jr 

276,667 

109 

1,081,817 

24 

104,488 

0.16 

2.67 

0.52 

20i/8 

Elmer  L  Nicholson 

180,000 

346 

1,144,027 

30 

64,205 

2.12 

none 

34% 

Oscar  S  Wyatt  Jr 

75,000 

799 

1,121,213 

29 

^45,482 

3.19 

1.64 

148i/2 

J  Paul  Austin 

300,000 

82 

2,364,892 

47 

99,494 

1.07 

0.49 

31% 

David  R  Foster 

314,172 

64 

1,888,811 

31 

19,024 

0.01 

1.15 

0.15 

633/4 

John  J  MacWilliams  Jr 

125,000 

554 

863,701 

19 

17,180 

2.09 

1.00 

221/4 

Ernest  F  Boyce 

150,000 

447 

1,105,483 

34 

35,963 

1.81 

0.60 

211/4 

George  A  Strichman 

284,000 

100 

2,358,797 

30 

114,310 

2.88 

1.42 

50% 

William  S  Paley 

400,00 

25 

3,694,633 

44 

193,648 

3.20 

1.82 

30% 

John  W  Partridge 

201,667 

272 

961,688 

22 

37,509 

2.65 

1.84 

28% 

Arthur  G  Green 

77,440 

792 

531,870 

18 

35,284 

1.22 

0.46 

30% 

W  Clement  Stone 

76,192 

796 

1,133,531 

33 

42,927 

-1.52 

2.22 

1.43 

58ft 

Arthur  J  Santry  Jr 

280,492 

102 

1,615,149 

21 

14,942 

2.94 

0.94 

321/4 

James  M  Kemper  Jr 

65,000 

823 

444,908 

24 

8,965 

0.68 

0.21 

31 

Oakleigh  L  Thorne 

137,193 

504 

966,668 

20 

301,971 

3.13 

2.20 

35ft 

J  Harris  Ward  # 

187,749 

317 

1,013,742 

23 

57,014 

2.50 

0.55 

64 

Joseph  V  Charyk 

123,692 

568 

1,242,134 

35 

135,102 

0.43 

4.45 

0.58 

55% 

Henry  R  Roberts 

174,630 

366 

3,635,486 

108 

260,403 

2.07 

1.80 

25 

Charles  F  Luce 

200,000 

276 

2,039,025 

49 

88,102 

-0.13 

2.30 

1.25 

453/4 

William  A  Buzick  Jr 

223,286 

210 

2,880,609 

34 

41,675 

* 

1.98 

0.52 

223/4       , 

William  G  White 

195,160 

304 

826,154 

19 

109,024 

V 

3.30 

1.95 

30% 

Herbert  C  Johnson 

148,834 

460 

909,950 

18 

141,115 

2.72 

2.00 

29 

Alphonse  H  Aymond 

164,000 

399 

1,029,165 

31 

9,597 

3.08 

1.60t 

28% 

Roy  T  Peraino 

91,251 

726 

716,182 

37 

37,847 

-4.13 

-1.36 

1.60 

30% 

Robert  S  Hatfield 

210,000 

249 

2,338,343 

44 

126,655 

0.28 

5.00 

2.00 

42ft 

Nathan  H  Wentworth 

160,000 

414 

1,002,510 

24 

82,790 

4.56 
3.38 

1.82 

541/2 

Donald  M  Graham 

229,600 

198 

1,298,600 

30 

343,342 

1.50 

40 

John  G  McLean 

355,295 

37 

4,267,464 

50 

123,478 

* 

1.60 

0.83 

253/4 

Charles  Wohlstetter 

146,922 

467 

740,940 

20 

134,546 

0.13 

4.06 

none 

60% 

William  C  Norris 

209,835 

253 

4,169,808 

72 

13,695 

1.44 

0.50 

14% 

Roy  B  Miner 

120,000 

586 

799,072 

14 

93,737 

0.05 

3.09 

1.35 

109% 

Amory  Houghton  Jr 

217,500 

227 

1,820,192 

33 

126,841 

0.85 

3.65 

1.70 

32% 

James  W  McKee  Jr 

210,007 

248 

2,082,566 

33 

#  New  CEO  in  1973.  Net  profits  and  earnings  per  share 
include   all    extraordinary  credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

A 

1972 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

487 

■ 

■ 

■ 

CP  Financial  Corp  (Dec) 

687,899 

36,309 

56,183 

4,517 

■ 

247 

■ 

■ 

Crane  (Dec) 

578,018    ' 

844,395 

109,142 

14,474 

32 

451 

■ 

324 

Crocker  National  Corp  (Dec) 

7,284,952 

424,181 

327,392 

34,530 

■ 

409 

348 

345 

Crown  Cork  &  Seal  (Dec) 

400,009 

488,880 

514,392 

31,193 

317 

185 

260 

322 

Crown  Zellerbach  (Dec) 

1,089,864 

1,107,576 

682,143 

34,994 

251 

295 

430 

242 

Crum  &  Forster  (Dec) 

1,409,096 

703,008 

409,278 

45,517 

■ 

385 

437 

■ 

Cummins  Engine  (Dec) 

421,786 

521,090 

400,366 

8,227 

■ 

457 

■ 

■ 

Cyclops  (Dec) 

304,966 

413,954 

46,148 

7,686 

■ 

■ 

■ 

364 

Cyprus  Mines  (Dec) 

368,856 

225,348 

275,797 

28,814 

■ 

■ 

449 

■ 

Damon  (Aug) 

65,382 

93,519 

390,522 

7,051 

■ 

251 

333 

249 

Dana  (Aug) 

560,800 

822,068 

537,635 

44,829 

■ 

399 

■ 

■ 

Daniel  International  (Sept) 

125,481 

498,726 

150,860 

8,984 

358 

232 

168 

196 

Dart  Industries  (Dec) 

975,800 

888,116 

961,484 

54,507 

■ 

410 

■ 

■ 

Daylin  (Aug) 

255,747 

481,138 

95,394 

9,571 

433 

157 

414 

377 

Dayton-Hudson  (Dec) 

787,600 

1,297,386 

424,451 

27,503 

■ 

■ 

■ 

378 

Dayton  Power  &  Light  (Dec) 

662,564 

220,160 

273,723 

27,099 

221 

124 

113 

70 

Deere  (Oct) 

1,554,369 

1,500,246 

1,331,051 

112,180 

■ 

■ 

281 

■ 

DEKALB  AgResearch  (Aug) 

132,175 

118,425 

636,755 

12,446 

■ 

252 

■ 

423 

Del  Monte  (May) 

584,188 

820,629 

279,214 

23,275 

■ 

■ 

■ 

376 

Delmarva  Power  &  Lt  (Dec) 

627,270 

158,844 

226,812 

27,507 

435 

276 

120 

266 

Delta  Air  Lines  (June) 

780,706 

757,569 

1,245,400 

42,169 

■ 

■ 

391 

■ 

Deluxe  Check  Printers  (Dec) 

75,859 

127,878 

449,036 

12,451 

484 

■ 

■ 

■ 

Deposit  Guaranty  Corp  (Dec) 

692,029 

40,669 

83,486 

5,918 

105 

■ 

■ 

■ 

Detroit  Bank  &  Trust  (Dec) 

2,633,484 

141,869 

153,200 

18,806 

97 

308 

200 

88 

Detroit  Edison  (Dec) 

2,752,191 

673,591 

819,741 

95,152 

■ 

341 

451 

300 

Diamond  International  (Dec) 

422,861 

604,186 

387,628 

37,774 

461 

324 

■ 

333 

Diamond  Shamrock  (Dec) 

727,743 

632,866 

314,433 

33,283 

■ 

424 

■ 

■ 

DiGiorgio  (Dec) 

199,706 

459,813 

75,075 

8,991 

■ 

■ 

156 

■ 

Digital  Equipment  (June) 

192,416 

187,553 

1,012,094 

15,300 

■ 

380 

■ 

■ 

Dillingham  Corporation  (Dec) 

509,078 

533,325 

128,871 

8,975 

■ 

462 

■ 

■ 

Dillon  Companies  (June) 

88,093 

408,367 

164,579 

7,255 

■ 

■ 

39 

280 

Walt  Disney  (Sept) 

608,249 

328,830 

3,379,843 

40,293 

■ 

■ 

362 

■ 

Dr  Pepper  (Dec) 

36,117 

77,396 

493,846 

8,102 

381 

■ 

■ 

■ 

Dominion  Bankshares  (Dec) 

914,203 

53,768 

98,670 

7,333 

■ 

■ 

439 

392 

R  R  Donnelley  &  Sons  (Dec) 

319,686 

353,565 

399,939 

26,125 

77 

54 

27 

33 

Dow  Chemical  (Dec) 

3,312,729 

2,403,709 

4,658,241 

189,189 

■ 

■ 

267 

489 

Dow  Jones  (Dec) 

128,056 

162,292 

656,119 

19,628 

■ 

492 

■ 

■ 

Dravo  (Dec) 

179,043 

378,810 

60,828 

6,447 

449 

230 

385 

289 

Dresser  Industries  (Oct) 

744,542 

906,947 

457,589 

38,933    . 

117 

394 

198 

114 

Duke  Power  (Dec) 

2,521,597 

508,232 

825,212 

80,367 

■ 

469 

162 

326 

Dun  &  Brad  street  (Dec) 

289,877 

400,301 

992,851 

34,043 

60 

20 

13 

13 

E  1  du  Pont  (Dec) 

4,270,700 

4,365,900 

8,447,580 

414,500 

320 

■ 

416 

241 

Duquesne  Light  (Dec) 

1,084,222 

220,765 

421,988 

45,993 

282 

175 

407 

488 

Eastern  Air  Lines  (Dec) 

1,254,012 

1,160,919 

430,848 

19,760 

67 

31 

3 

10 

Eastman  Kodak  (Dec) 

3,748,992 

3,477,764 

23,932,739 

546,250 

369 

164 

227 

137 

Eaton  (Dec) 

947,871 

1,223,069 

731,434 

70,392 

■ 

■ 

247 

■ 

Jack  Eckerd  (July) 

108,233 

271,562 

701,215 

12,894 

■ 

■ 

351 

■ 

Economics  Laboratory  (June) 

99,591 

154,578 

512,064 

9,652 

152 

188 

310 

162 

El  Paso  Natural  Gas  (Dec) 

2,039,765 

1,097,114 

573,293 

63,913 

■ 

■ 

275 

■ 

Electronic  Data  Systems  (June) 

78,941 

88,980 

644,922 

12,603 

■   Not  on  500  list. 
All  per-share  data  ad. 

t  Plus  stock, 
usted  for  stock  splits 

and  dividends  through  May  15,  1973 
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FORBES,    MAY    1  !> 


A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1972 

His  Total 
Remuneration^ 

Ranked 
Among  850 

As  a  Gri 
Total 
Remuneration 

>up 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend    Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

523 

1.81 

1.00 

22y2 

Harold  F  Still  Jr 

93,500 

715 

422,526 

31 

42,751 

0.38 

2.75 

0.81f 

2iy8 

Thomas  M  Evans 

175,000 

358 

910,995 

23 

40,795 

3.32 

1.66 

32 

Emmett  G  Solomon 

169,293 

377 

1,496,412 

52 

49,847 

1.58 

none 

26y2 

John  F  Connelly 

50,000 

844 

648,500 

26 

91,376 

-0.38 

1.45 

1.20 

28% 

Charles  R  Dahl 

155,000 

433 

2,046,707 

40 

50,206 

-0.04 

3.62 

1.12 

33% 

Bobby  P  Russell 

182,507 

337 

1,160,000 

23 

22,773 

1.22 

0.92 

593/8 

J  Irwin  Miller 

124,531 

564 

1,552,052 

31 

20,302 

3.22 

1.00 

22y2 

William  G  Stewart# 

164,615 

397 

941,993 

18 

53,203 

3.21 

1.00 

303/4 

Henry  T  Mudd 

227,162 

203 

1,111,644 

25 

8,950 

1.13 

none 

61 

David  1  Kosowsky 

78,465 

789 

410,405 

13 

65,016 

3.23 

1.29 

39% 

John  E  Martin# 

277,250 

108 

1,583,051 

25 

13,719 

1.30 

0.30 

261/4 

R  Hugh  Daniel 

105,000 

650 

539,856 

11 

88,786 

0.06 

2.40 

0.29t 

47% 

Justin  Dart 

259,126 

135 

2,388,391 

30 

15,333 

1.60 

0.24 

16% 

Amnon  Barness 

192,964 

310 

1,146,108 

21 

29,903 

-0.04 

1.70 

0.52 

26»/2 

Kenneth  N  Dayton 

182,500 

338 

2,195,047 

33 

46,711 

2.15 

1.66 

23 

Robert  B  Killen 

92,275 

720 

928,028 

32 

146,091 

3.82 

1.04 

453/4 

William  A  Hewitt 

386,839 

31 

3,757,884 

27 

18,703 

1.12 

0.09 

57y2 

Thomas  H  Roberts  Jr 

87,647 

753 

520,881 

14 

38,761 

1.93 

1.10 

233/8 

Alfred  W  Eames  Jr 

165,000 

389 

1,720,840 

41 

43,836 

1.77 

1.12 

163/4 

Austin  T  Gardner 

93,150 

717 

438,483 

24 

125,159 

2.20 

0.50 

65 

William  T  Beebe 

121,667 

576 

1,830,651 

53 

16,647 

1.05 

0.36 

373/4 

Joseph  L  Rose 

108,817 

641 

706,621 

17 

6,680 

3.21 

1.15 

451/4 

Russ  M  Johnson 

72,786 

808 

402,398 

24 

20,420 

6.14 

2.52 

50 

C  Boyd  Stockmeyer 

131,399 

523 

951,832 

37 

158,684 

2.09 

1.40 

20% 

William  G  Meese 

143,750 

477 

1,059,800 

34 

59,722 

3.17 

1.80 

32y2 

Richard  J  Walters 

253,159 

149 

1,201,085 

28 

68,554 

1.69 

1.00 

21 

James  A  Hughes 

134,727 

513 

1,332,452 

27 

13,940 

0.15 

1.49 

0.60 

13 

Robert  Di  Giorgio 

229,729 

197 

953,107 

23 

20,353 

1.49 

none 

913/4 

Kenneth  H  Olsen 

90,000 

734 

523,006 

14 

26,851 

0.09 

0.65 

0.40 

itfy8 

Lowell  S  Dillingham 

168,076 

379 

1,098,183 

27 

11,187 

1.52 

0.77f 

35% 

Ray  E  Dillon  Jr 

96,574 

702 

515,606 

13 

67,291 

1.45 

o.iot 

1183/8 

Donn  B  Tatum 

120,250 

585 

1,078,713 

23 

9,436 

0.43 

0.21 

263/8 

Woodrow  W  Clements 

81,788 

780 

515,395 

28 

8,383 

1.70 

0.60t 

23 

Edward  H  Ould 

94,312 

712 

440,432 

23 

43,254 

1.37 

0.45 

21  y8 

Charles  W  Lake  Jr 

199,482 

294 

3,060,503 

53 

424,075 

2.07 

0.90 

503/4 

Charles  Branch 

322,247 

57 

2,765,055 

21 

26,615 

1.31 

1.00 

433/4 

William  F  Kerby 

247,827 

164 

1,433,521 

24 

14,295 

2.92 

1.40 

273/4 

Robert  Dickey  III 

132,125 

520 

1,078,746 

19 

74,319 

- 

2.86 

1.40 

463/4 

John  V  James 

218,986 

222 

1, U7.226 

15 

141,397 

% 

1.69 

1.40 

231/4 

Carl  Horn  Jr 

88,117 

750 

1,449,641 

47 

38,266 

2.63 

1.61 

761/4 

Hamilton  B  Mitchell 

216,590 

232 

1,295,592 

32 

806,400 

8.50 

5.45 

177y2 

Charles  B  McCoy 

288,280 

97 

4,569,282 

42 

66,927 

2.34 

1.66 

231/4 

John  M  Arthur 

90,955 

728 

432,747 

15 

99,111 

-0.18 

1.02 

none 

22% 

Floyd  D  Hall 

227,300 

201 

3,540,739 

70 

546,250 

3.39 

1.37 

148% 

Walter  A  Fallon 

231,423 

191 

3,007,755 

28 

104,952 

3.78 

1.45 

40% 

E  Mandell  DeWindt 

293,412 

93 

2,381,999 

35 

15,183 

0.77 

0.15 

41% 

Jack  M  Eckerd 

90,745 

730 

584,328 

18 

12,737 

0.79 

0.28 

413/4 

Edward  B  Osborn 

121,878 

574 

675,638 

26 

164,780 

2.05 

1.00 

20% 

Howard  Boyd 

197,229 

302 

1,452,282 

36 

16,903 

1.05 

none 

54 

H  Ross  Perot 

68,000 

817 

384,187 

13 

.'    New  CEO  in  1973.  Net  profits  and  earnings  per  share 
include  all    extraordinary   credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1972 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

351 

■ 

399 

ELTRA  (Sept) 

390,406  « 

583,401 

256,778 

25,570 

■ 

274 

60 

165 

Emerson  Electric  (Sept) 

510,988 

764,740 

2,099,571 

63,596 

■ 

■ 

380 

■ 

Emery  Air  Freight  (Dec) 

45,716 

142,082 

461,676 

8,268 

427 

78 

228 

310 

Engelhard  Minerals  &  Chemicals  (Dec) 

797,856 

1,930,365 

730,000 

36,622 

161 

■ 

■ 

■ 

Equimark  (Dec) 

1,941,177 

127,891 

76,500 

9,230 

349 

■ 

■ 

■ 

Equitable  Life  Insurance  Co  of  Iowa  (Dec) 

992,999 

140,468 

113,750 

8,797 

360 

■ 

■ 

■ 

Equitable  Bancorporation  (Dec)6 

968,071 

58,611 

157,493 

7,502 

371 

38 

373 

306 

Esmark  (Oct)7 

935,848 

3,240,931 

477,658 

37,003 

■ 

297 

381 

305 

Essex  International  (Dec) 

446,271 

696,373 

461,211 

37,118 

499 

327 

■ 

218 

Ethyl  (Dec) 

669,527 

631,599 

311,116 

49,242 

■ 

222 

446 

367 

Evans  Products  (Dec) 

589,112 

938,044 

393,888 

28,361 

5 

3 

5 

3 

Exxon  (Dec) 

21,558,257 

20,309,753 

19,623,188 

1,531,770 

■ 

495 

■ 

■ 

Fairmont  Foods  (Feb) 

123,419 

376,403 

57,162 

5,459 

■ 

■ 

352 

445 

Farmers  Group  (Dec) 

320,410 

140,833 

511,242 

21,571 

■ 

■ 

454 

■ 

Fedders  (Aug) 

277,849 

300,747 

382,847 

7,312 

6  122  182  87  Federal  National  Mortgage  Assoc  (Dec) 

258  46  52  74  Federated  Department  Stores  (Jan) 

132  ■  ■  ■  Fidelity  Corp  (Pennsylvania)  (Dec) 

480  ■  ■  ■  Fidelity  Corp  (Virginia)  (Dec) 

302  ■  ■  ■  Fidelity  Union  Bancorporation  (Dec) 


20,345,775 

1,380,449 

2,278,754 

697,286 

1,154,665 


1,502,521 

2,665,148 

137,142 

215,753 

54,681 


899,920 

2,457,096 

191,862 

59,495 

137,172 


96,398 

108,573 

16,600 

7,866 

13,616 


467 
268 
171 
121 

447 
344 


275 
284 
298 

41 
244 

62 


45 


100 


50 


Fifth  Third  Bank  (Dec) 
Financial  Federation  (Dec) 
Financial  General  Bankshares  (Dec) 
Firestone  Tire  &  Rubber  (Oct) 
First  Alabama  Bancshares  (Dec) 
First  Amtenn  (Dec)8 


719,940 
1,318,228 
1,827,818 
2,475,285 

754,041 
1,002,441 


39,263 
89,947 
108,515 
2,690,957 
48,228 
56,834 


71,734 

91,936 

68,609 

1,452,922 

123,811 

127,949 


185         214 

■  ■ 

235         236 


First  &  Merchants  (Dec) 
First  at  Orlando  Corp  (Dec) 
First  Banc  Group  of  Ohio  (Dec) 
First  Bank  System  (Dec) 
First  Boston  Corp  (Dec) 
First  Charter  Financial  (Dec) 


1,294,129 
1,247,448 
1,200,298 
5,535,252 
1,436,143 
3,991,954 


79,873 
68,628 
76,237 

322,748 
65,252 

269,046 


123,120 
300,551 
158,252 
882,120 
93,110 
720,095 


5,902 
9,636 
9,032 
135,773 
7,595 
9,380 


9,135 
10,854 
11,804 
50,154 

9,137 
46,555 


19  353  125  128  First  Chicago  Corp  (Dec) 

364  ■  ■  ■  First-Citizens  Bank  &  Trust  (NC)  (Dec) 

104  ■  ■  ■  First  City  Bancorporation  of  Texas  (Dec) 

382  ■  ■  ■  First  Commerce  Corp  (Dec) 

222  ■  ■  ■  First  Commercial  Banks  Albany  (Dec) 

157  ■  ■  ■  First  Empire  State  Corp  (Dec) 


448 
477 
432 
72 
347 
355 


361 


401 


First  Financial  Corp  (Dec) 

First  Florida  Bancorporation  (Dec) 

First  Hawaiian  Bank  (Dec) 

First  International  Bancshares  (Dec)9 

First  National  Bancorp  (Dec) 

First  National  Bank  Cincinnati  (Dec) 


11,415,079 

962,310 

2,638,436 

910,780 

1,546,352 

1,981,344 

747,709 
710,833 
789,710 
3,485,188 
994,021 
980,834 


578,801 
83,818 

115,508 
41,141 
76,770 
95,692 


1,177,639 
46,000 
290,238 
73,706 
85,217 
65,247 


35,116 
41,780 
52,160 
156,467 
58,472 
50,546 


86,363 

116,582 

103,743 

496,352 

60,813 

83,700 


■   Not  on  500  list.         f   Plus  stock. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1973. 


6)  Formerly  Equitable  Trust  Baltimore. 

7)  Formerly  Swift. 

8)  Formerly  First  American  National  Bank. 

9)  Formerly  First  National  Bank  Dallas. 


72,683 
3,264 

16,151 
5,477 
9,800 
7,937 


5,105 
6,118 
7,530 
25,382 
6,123 
9,392 


439 

■ 

■ 

First  National  Bank  Trustees-Louisville  (Dec)             772,104 

44,342 

111,801 

8,426 

377 

■ 

■ 

First  National  Bank  Maryland  (Dec) 

922,260 

51,302 

112,520 

8,942 

35 

325 

262 

First  National  Boston  (Dec) 

6,305,439 

339,537 

549,000 

42,335 

379 

■ 

■ 

First  National  Charter  (Dec) 

919,543 

40,687 

78,848 

6,688 

3 

75 

28 

26 

First  National  City  Corp  (Dec) 

34,386,128 

1,954,750 

4,439,066 

201,844 

215 

■ 

■ 

■ 

First  National  Holding  Corp  (Atlanta)  (Dec) 

1,580,907 

98,424 

148,871 

9,362 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1972 

His  Total 
Remuneration}: 

Ranked 
Among  850 

As  a  Gro 
Total 
Remuneration 

up 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-)    Earnings 

Dividend    Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

36,505 

3.33 

1.24 

33»/2 

Joseph  A  Keller 

179,741 

350 

1,037,755 

24 

84,147 

2.64 

1.20 

91% 

Wallace  R  Persons 

300,000 

82 

1,625,819 

30 

9,811 

1.07 

0.52 

59% 

James  J  McNulty 

85,000 

764 

679,614 

25 

47,590 

1.28 

0.40 

27% 

Milton  F  Rosenthal 

194,200 

305 

2,108,865 

32 

10,363 

2.37 

0.78 

20 

Marion  A  Cancelliere 

139,423 

499 

283,618 

13 

8,797 

0.16           1.76 

0.25 

223/4 

Kenneth  R  Austin 

80,000 

785 

488,672 

26 

8,985 

2.43 

0.19f 

50% 

John  A  Luetkemeyer 

79,700 

786 

393,620 

29 

72,917 

2.90 

0.70 

39% 

Robert  W  Reneker 

202,428 

270 

1,430,197 

25 

48,968 

2.01 

0.60 

261/s 

Walter  F  Probst 

101,000 

665 

1,498,083 

28 

84,057 

0.45           4.48 

0.87 

31 

Floyd  D  Gottwald  Jr 

181,100 

344 

2,120,216 

37 

42,200 

1.71 

0.30f 

24 

Monford  A  Orloff  # 

291,800 

94 

1,789,700 

20 

2,591,497 

6.83 

3.80 

87i/2 

John  K  Jamieson 

539,166 

8 

4,359,728 

30 

12,995 

1.20 

0.63 

14 

Leroy  Melcher 

157,518 

426 

901,266 

26 

23,688 

2.50 

0.76 

673/4 

Robert  E  Early 

161,193 

408 

1,376,223 

40 

13,591 

0.59 

0.50 

34y2 

Salvatore  Giordano  Sr 

162,860 

404 

767,625 

23 

96,398 

2.17 

0.33 

20 

Oakley  Hunter 

83,173 

775 

814,769 

31 

108,573 

2.46 

1.03 

55i/2 

Ralph  Lazarus 

265,000 

122 

4,141,862 

44 

19,539 

4.04 

2.15 

463/4 

Howard  C  Petersen 

166,234 

386 

694,695 

26 

9,436 

-0.06           1.66 

0.20 

12% 

Harold  J  Richards 

97,150 

700 

494,288 

17 

14,625 

4.54 

2.20f 

46 

C  Malcolm  Davis 

136,580 

508 

410,297 

18 

6,417 

2.57 

1.40 

31 

William  S  Rowe 

82,617 

777 

487,210 

31 

10,295 

0.19           2.63 

nonet 

25y8 

Edward  L  Johnson 

120,400 

583 

587,344 

25 

11,209 

1.70 

0.24f 

13% 

William  L  Cobb 

121,780 

575 

281,772 

11 

241,178 

2.36 

0.83 

25% 

Raymond  C  Firestone 

275,000 

112 

1,797,905 

24 

8,639 

2.26 

0.80 

363/4 

Frank  A  Plummer 

94,108 

714 

464,060 

31 

10,210 

1.99 

0.68 

27V8 

Andrew  B  Benedict 

73,396 

806 

325,252 

17 

10,287 

3.17 

1.39 

423/4 

Robert  L  Gordon  Jr 

128,180 

542 

864,005 

40 

12,096 

1.56 

0.46 

40»/2 

William  H  Dial 

83,890 

772 

883,509 

34 

13,306 

2.59 

0.95      - 

343/4 

John  G  McCoy 

174,500 

367 

285,000 

5 

55.459 

3.42 

1.25 

60 

Donald  R  Grangaard 

166,268 

385 

1,444,136 

51 

9,409 

2.79 

1.75 

30% 

Emil  J  Pattberg  Jr 

305,004 

75 

8,718,373 

129 

47,665 

1.92 

nonef 

29% 

S  Mark  Taper 

115,000 

609 

459,233 

22 

80,998 

3.73 

1.55 

603/4 

Gaylord  Freeman 

378,160 

35 

2,479,377 

35 

4,595 

32.17 

2.50 

460 

Lewis  R  Holding 

67,404 

818 

338,452 

25 

17,321 

2.20 

0.83 

39% 

James  A  Elkins  Jr 

112,400 

622 

547,737 

29 

6,422 

2.59 

0.97 

34V4 

James  H  Jones 

127,550 

543 

454,535 

18 

10,891 

1.82 

0.75 

15% 

Lester  W  Herzog  Jr 

101,032 

664 

431,879 

17 

9,414^ 

2.77 

1.50 

223/4 

Charles  R  Diebold 

129,300 

534 

452,620 

27 

5,578-' 

1.05 

0.36 

17>/2 

Chester  H  Ferguson 

N.A. 

342,523 

18 

7,053 

1.86 

0.54 

35'/2 

Thomas  E  Tucker 

78,427 

790 

475,666 

21 

8,750 

2.49 

1.22 

34% 

John  D  Bellinger 

111,672 

627 

701,982 

34 

27,761 

2.26 

0.79 

44% 

Robert  H  Stewart  III 

185,500 

322 

883,464 

27 

7,561 

4.37 

1.60 

433/4 

Bruce  D  Alexander 

74,197 

804 

686,135 

26 

10,417 

2  61 

1.21 

23% 

William  N  Liggett 

111,483 

628 

729,608 

32 

8,907 

3.13 

1.11 

4iy2 

Hugh  M  Schwab 

N.A. 

N.A. 

8,942 

2.88 

1.13 

36% 

Adrian  L  McCardell 

85,000 

764 

721,447 

49 

46,337 

3.53 

1.53 

453/4 

Richard  D  Hill 

143,140 

480 

629,793 

32 

7,297 

4.75 

1.87 

56 

Barret  S  Heddens  Jr 

60,912 

830 

558,228 

24 

224,042 

1.78 

0.66 

38% 

Walter  B  Wriston 

264,025 

127 

2,461,647 

44 

11,864 

2.52 

l.OOt 

39V8 

Edward  D  Smith 

112,748 

621 

763,265 

41 

N.A.   Not  available.  #  New  CEO  in  1973.  Net  profits  and 
per  share  include  all  extraordinary  credits  or  charges  to 

earnings 
income. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1972 

Assets 

Revenues 

Common 
Market  Value 

Net  Profits 

Market 

Net 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

207 

■ 

■ 

■ 

First  National  State  Bancorp  NJ  (Dec) 

1,602,897 

<  70,085 

104,428 

10,371 

■ 

243 

■ 

■ 

First  National  Stores  (Mar) 

152,147 

852,748 

28,964 

-689 

430 

■ 

■ 

■ 

First  Oklahoma  Bancorp  Okla  (Dec) 

794,761 

42,613 

98,194 

9,880 

46 

■ 

279 

291 

First  Pennsylvania  Corp  (Dec) 

4,945,511 

340,766 

638,979 

38,730 

228 

■ 

■ 

■ 

First  Security  Corp  Salt  Lake  City  (Dec) 

1,517,811 

94,364 

214,637 

16,342 

459 

■ 

■ 

■ 

First  Texas  Financial  (Dec) 

730,018 

50,214 

63,294 

5,888 

240 

■ 

■ 

■ 

First  Tennessee  Nat  Corp  Memphis  (Dec) 

1,468,062 

79,123 

174,921 

10,054 

227 

■ 

■ 

■ 

First  Union  (Dec)10 

1,521,604 

77,797 

110,075 

12,954 

441 

■ 

■ 

■ 

First  United  Bancorp  (Dec)11 

769,035 

38,045 

78,540 

5,366 

409 

■ 

■ 

■ 

First  Virginia  Bankshares  (Dec) 

850,385 

57,581 

121,630 

8,340 

94 

■ 

■ 

■ 

First  Wisconsin  Bankshares  (Dec) 

2,909,428 

161,841 

169,895 

16,366 

■ 

317 

■ 

■ 

Fisher  Foods  (Dec) 

159,365 

651,941 

104,495 

8,118 

■ 

236 

■ 

■ 

Fleming  (Dec) 

90,758 

873,121 

62,651 

6,387 

■ 

439 

■ 

480 

Flintkote  (Dec) 

360,498 

440,875 

145,650 

19,983 

269 

■ 

■ 

■ 

Florida  National  Banks  of  Florida  (Dec) 

1,315,678 

60,763 

261,498 

12,318 

354 

■ 

328 

270 

Florida  Power  (Dec) 

981,188 

201,857 

547,205 

42,007 

150 

362 

117 

91 

Florida  Power  &  Light  (Dec) 

2,068,237 

570,843 

1,291,500 

89,817 

■ 

458 

■ 

■ 

Fluor  (Oct) 

231,873 

412,740 

321,055 

7,843 

473 

■ 

424 

358 

Flying  Tiger  (Dec) 

715,904 

256,022 

415,713 

29,810 

300 

125 

234 

220 

FMC  (Dec) 

1,187,961 

1,497,718 

720,180 

49,098 

■ 

74 

■ 

■ 

Food  Fair  Stores  (Jury) 

428,088 

1,980,458 

66,672 

-1,398 

18 

4 

14 

6 

Ford  Motor  (Dec) 

11,614,800 

20,194,400 

8,017,441 

870,000 

474 

77 

■ 

346 

Foremost-McKesson  (Mar) 

713,008 

1,933,383 

261,580 

30,859 

■ 

■ 

447 

■ 

Fort  Howard  Paper  (Dec) 

97,294 

103,186 

393,293 

12,897 

383 

■ 

■ 

■ 

Fort  Worth  National  Corporation  (Dec) 

900,485 

47,699 

88,767 

6,579 

■ 

407 

■ 

■ 

Foster  Wheeler  (Dec) 

219,227 

491,702 

56,710 

6,736 

250 

■ 

268 

360 

Franklin  Life  Insurance  (Dec) 

1,411,697 

263,493 

653,874 

29,047 

55 

■ 

■ 

■ 

Franklin  New  York  Corp  (Dec) 

4,366,280 

197,571 

157,658 

14,148 

■ 

■ 

402 

■ 

Freeport  Minerals  Company  (Dec) 

291,955 

151,625 

435,544 

17,097 

■ 

371 

■ 

382 

Fruehauf  (Dec) 

556,626 

550,406 

288,783 

26,760 

■ 

443 

■ 

■ 

Fuqua  Industries  (Dec) 

370,296 

433,960 

189,930 

18,069 

■ 

272 

■ 

374 

GAF  Corp  (Dec) 

610,775 

768,460 

281,383 

27,706 

■ 

150 

■ 

371 

Gamble-Skogmo  (Jan) 

522,487 

1,348,826 

140,869 

27.987 

■ 

■ 

210 

424 

Gannett  (Dec) 

273,685 

286,061 

782,590 

23,236 

■ 

* 

398 

429 

Gardner-Denver  (Dec) 

194,706 

209,650 

440,760 

22,912 

401 

■ 

350 

283 

General  American  Transportation  (Dec) 

863,831 

327,712 

512,531 

39,792 

340 

119 

■ 

413 

General  Dynamics  (Dec) 

1,015,405 

1,539,390 

267,605 

24,271 

31 

6 

7 

11 

General  Electric  (Dec) 

7,401,800 

10,239,500 

13,288,611 

530,000 

210 

52 

103 

155 

General  Foods  (Mar) 

1,596,832 

2,423,816 

1,424,202 

66,185 
3,407 

■ 

369 

■ 

■ 

General  Host  (Dec) 

213,371 

555,484 

29,185 

419 

155 

112 

244 

General  Mills  (May) 

817,790 

1,316,279 

1,373,698 

45,397 

7 

1 

4 

2 

General  Motors  (Dec) 

18,143,842 

30,435,231 

23,195,503 

2,162,807 

100 

352 

193 

113 

General  Public  Utilities  (Dec) 

2,694,276 

579,310 

846,057 

80,430 

403 

■ 

118 

337 

General  Reinsurance  (Dec) 

861,922 

316,838 

1,287,979 

32,403 

■ 

■ 

418 

■ 

General  Signal  (Dec) 

219,506 

345,813 

421,512 

16,382 

22 

21 

38 

15 

General  Telephone  &  Electronics  (Dec) 

9,521,809 

4,326,695 

3,461,634 

301,346 

341 

186 

313 

127 

General  Tire  &  Rubber  (Nov) 

1,012,791 

1,100,750 

565,316 

73,899 

■ 

144 

■ 

■ 

Genesco  (July) 

616,654 

1,395,403 

177,689 

8,904 

■ 

431 

266 

■ 

Genuine  Parts  (Dec) 

147,708 

450,501 

658,119 

17,568 

189 

95 

69 

86 

Georgia-Pacific  (Dec) 

1,700,050 

1,774,170 

1,940,726 

97,660 

■   Not  on  500  list.         t  Plus  stock.                                                                                             10) 
All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15.  197  i.                         11) 

Formerly  First  Union  Inc.,  St.  Louis.  Mo 
Formerly  First  National  Bank,  Fort  Worth 

200 


FORBES.    MAY    15,    1973 


A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1972 

His  Total 
Remuneration^ 

Ranked 
Among  850 

As  a  Grc 
Total 
Remuneration 

tup 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend    Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

11,625 

3.66 

2.00 

34i/4 

WPaulStillman# 

85,000 

764 

599,734 

36 

6,819 

0.64 

-0.50 

0.25 

21Vi 

Alan  L  Haberman 

96,175 

704 

742,258 

18 

10,993 

1.14 

nonef 

12% 

Charles  A  Vose 

53,130 

840 

316,664 

15 

41,514 

3.07 

1.16 

51 

John  R  Bunting 

210,450 

246 

1,418,771 

30 

18,552 

3.06 

0.88 

413/4 

George  S  Eccles 

71,823 

810 

505,151 

32 

6,487 

3.79 

0.40 

40% 

John  L  Ingle 

91,800 

723 

489,975 

18 

12,459 

1.44 

0.40f 

24% 

Allen  B  Morgan 

88,886 

746 

371,036 

27 

14,556 

5.04 

2.40 

433/4 

Edwin  S  Jones 

117,550 

596 

775,277 

28 

6,160 

-0.06 

2.32 

0.60f 

34 

Paul  W  Mason 

108,000 

644 

434,695 

10 

9,553 

0.96 

0.42 

14% 

Ralph  A  Beeton 

90,771 

729 

587,567 

30 

18,721 

-0.09 

3.87 

1.66 

40y4 

George  F  Hasten 

115,350 

607 

895,248 

53 

14,930 

1.35 

0.19f 

16% 

John  Fazio 

125,000 

554 

979,548 

18 

9,404 

1.20 

0.50 

H3/4 

Richard  D  Harrison 

157,347 

428 

801,040 

12 

39,217 

0.57 

3.17 

1.00 

25 

James  D  Moran 

135,504 

511 

737,322 

17 

12,318 

1.30 

0.16 

27% 

Chauncey  W  Lever 

35,635 

847 

281,891 

21 

64,797 

3.54 

1.74 

51% 

Angel  P  Perez# 

119,000 

591 

650,943 

24 

142,715 

2.69 

1.10 

39% 

Marshall  McDonald 

100,000 

670 

1,218,378 

38 

25,994 

0.68 

nonet 

33% 

J  Robert  Fluor 

222,421 

211 

1,555,440 

25 

60,539 

2.42 

nonet 

39% 

Wayne  M  Hoffman 

141,050 

485 

576,541 

15 

95,466 

-0.63 

1.40 

0.85 

22% 

Robert  H  Mallott 

210,000 

249 

1,959,413 

33 

16,182 

-0.39 

-0.20 

0.43t 

9 

Jack  M  Friedland 

120,833 

580 

1,562,083 

22 

1,783,300 

8.52 

2.68 

79% 

Henry  Ford  II 

874,567 

2 

12,919,116 

51 

41,307 

2.02 

0.82 

20 

Rudolph  J  Drews 

256,250 

145 

1,938,617 

28 

16,346 

0.98 

0.26 

29% 

John  P  Cofrin 

129,223 

535 

559,815 

17 

7,112 

2.64 

0.66 

353/4 

Lewis  H  Bond 

112,178 

624 

474,843 

43 

10,998 

-0.11 

2.14 

0.80 

203/4 

Frank  A  Lee 

97,000 

701 

1,111,500 

29 

30,026 

1.38 

0.52 

31% 

George  E  Hatmaker 

98,500 

694 

839,333 

27 

17,486 

0.10 

2.43 

1.60 

34% 

Harold  V  Gleason 

163,168 

403 

1,930,622 

47 

30,884 

1.10 

0.80       „ 

28% 

Thomas  R  Vaughan 

184,279 

330 

1,947,778 

41 

57,753 

3.05 

1.70 

33 

William  E  Grace 

396,000 

28 

2,607,251 

48 

33,110 

1.87 

nonet 

19% 

John  B  Fuqua 

220,000 

217 

996,000 

21 

52,181 

1.75 

0.40 

20% 

Jesse  Werner 

340,000 

47 

2,266,179 

49 

40,076 

1.15 

5.24 

1.30 

34% 

BertinC  Gamble 

145,000 

473 

1,690,916 

28 

31,917 

0.01 

1.15 

0.24 

38% 

Paul  Miller 

222,000 

212 

1,367,532 

16 

27,795 

1.39 

0.68 

263/4 

Cedric  H  Rieman# 

135,690 

510 

776,673 

13 

70,925 

3.23 

1.62 

433/4 

Thomas  M  Thompson 

177,496 

353 

1,410,375 

24 

74,708 

-0.17 

2.30 

none 

25% 

David  S  Lewis 

235,000 

184 

1,988,506 

29 

844,300 

2.91 

1.40 

72% 

Reginald  H  Jones 

314,167 

65 

15,290,219 

120 

115,796  ^ 

-0.94 

1.32 

1.40 

28% 

Chauncey  W  Cook 

260,000 

132 

2,933,128 

48 

10,984  ' 

0.38 

1.59 

none 

13% 

Harris  J  Ashton 

127,404 

545 

486,126 

12 

77,406 

-0.30 

2.03 

0.98 

64% 

James  P  McFarland 

279,192 

105 

2,358,199 

30 

3,949,461 

7.51 

4.45 

81% 

Richard  C  Gerstenberg 

874,963 

1 

19,843,428 

68 

139,990 

2.21 

1.60 

21% 

William  G  Kuhns 

192,125 

312 

460,097 

13 

32,403 

-0.14 

5.96 

0.30 

236% 

Harold  J  Hudson  Jr 

134,697 

514 

3,133,825 

108 

23,979 

2.18 

0.62 

56 

Nathan  R  Owen 

170,553 

372 

894,433 

19 

755,421 

• 

2.60 

1.54 

30% 

Leslie  H  Warner 

251,442 

155 

1,778,616 

26 

108,078 

0.48 

3.69 

0.98t 

26% 

Michael  G  O'Neil 

193,646 

306 

1,266,544 

17 

28,505 

-0.31 

0.41 

1.45 

14% 

Franklin  M  Jarman 

159,723 

419 

2,153,528 

52 

19,797 

1.13 

0.45 

42% 

Wilton  D  Looney 

140,000 

489 

1,683,451 

37 

198,520 

1.83 

0.79t 

36% 

Robert  B  Pamplin 

187,000 

318 

2,121,476 

34 

#  New  CEO 
include  all 

in  1973.  Net  profits  and  earnings  per  share 
extraordinary  credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

1972 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

■ 

■ 

472 

Gerber  Products  (Mar) 

153,521 

<  282,833 

223,660 

20,254 

141 

139 

80 

109 

Getty  Oil  (Dec) 

2,181,628 

1,405,298 

1,754,886 

81,174 

■ 

367 

■ 

■ 

Giant  Food  (Apr) 

113,012 

560,947 

69,913 

8,416 

299 

■ 

■ 

■ 

Gibraltar  Financial  California  (Dec) 

1,193,092 

79,779 

109,160 

9,188 

492 

238 

72 

125 

Gillette  (Dec) 

677,649 

870,532 

1,888,145 

75,018 

■ 

255 

■ 

■ 

Gimbel  Brothers  (Jan) 

527,127 

812,184 

203,904 

14,112 

89 

■ 

■ 

■ 

Girard  (Dec) 

3,022,220 

156,354 

142,456 

16,212 

254 

121 

427 

223 

B  F  Goodrich  (Dec) 

1,400,805 

1,506,835 

409,710 

48,966 

73 

24 

54 

30 

Goodyear  Tire  &  Rubber  (Dec) 

3,476,668 

4,071,523 

2,300,319 

193,159 

■ 

419 

■ 

491 

Gould  (June) 

400,242 

471,289 

273,213 

19,475 

496 

415 

173 

331 

Government  Employees  Insurance  (Dec) 

673,219 

474,262 

949,596 

33,508 

177 

57 

232 

167 

W  R  Grace  (Dec) 

1,781,055 

2,315,144 

722,576 

63,471 

■ 

■ 

371 

■ 

W  W  Grainger  (Dec) 

102,250 

198,700 

481,866 

12,404 

■ 

146 

■ 

■ 

Grand  Union  (Feb) 

264,783 

1,379,681 

94,860 

8,380 

312 

107 

291 

299 

W  T  Grant  (Jan) 

1,110,698 

1,648,500 

613,943 

37,787 

357 

16 

432 

■ 

Great  Atlantic  &  Pacific  Tea  (Feb) 

977,734 

5,508,508 

407,328 

14,619 

■ 

459 

■ 

■ 

Great  Northern  Nekoosa  (Dec) 

460,758 

409,815 

268,470 

18,197 

59 

■ 

370 

294 

Great  Western  Financial  (Dec) 

4,307,245 

291,636 

484,900 

38,375 

483 

■ 

■ 

■ 

Greater  Jersey  Bancorp  (Dec)12 

693,883 

38,960 

39,195 

5,083 

293 

42 

213 

152 

Greyhound  (Dec) 

1,230,052 

2,903,607 

774,800 

66,848 

■ 

299 

■ 

■ 

Grumman  (Dec) 

377,166 

686,280 

68,090 

-70,026 

138 

103 

315 

142 

Gulf  &  Western  Industries  (July) 

2,230,482 

1,669,671 

561,255 

69,411 

457 

■ 

■ 

386 

Gulf  Life  Holding  (Dec) 

730,958 

216,846 

300,253 

26,435 

24 

12 

24 

28 

Gulf  Oil  (Dec) 

9,324,794 

6,243,000 

5,607,819 

197,000 

313 

■ 

324 

247 

Gulf  States  Utilities  (Dec) 

1,108,960 

240,010 

549,261 

45,168 

386 

135 

51 

158 

Halliburton  (Dec) 

884,630 

1,422,348 

2,472,748 

65,975 

455 

■ 

■ 

■ 

Hamilton  Bancshares  (Dec) 

732,965 

39,109 

75,250 

5,030 

■ 

475 

■ 

■ 

Hammermill  Paper  (Dec) 

360,529 

394,732 

114,643 

3,497 

■ 

■ 

337 

474 

Hanna  Mining  (Dec) 

347,618 

176,399 

528,996 

20,094 

93 

■ 

■ 

■ 

Harris  Bankcorp  (Dec)13 

2,947,301 

151,036 

182,031 

18,139 

■ 

454 

■ 

■ 

Hart  Schaff ner  &  Marx  (Nov) 

268,239 

423,114 

245,501 

14,190 

195 

■ 

■ 

■ 

Hartford  National  (Dec) 

1,673,869 

83,963 

84,670 

7,874 

■ 

■ 

440 

■ 

Hartz  Mountain  Industries  (Dec) 

35,792 

76,309 

399,500 

8,860 

368 

■ 

■ 

■ 

Hawaii  Bancorporation  (Dec)14 

949,107 

59,686 

120,122 

8,345 

422 

177 

296 

264 

H  J  Heinz  (Apr) 

808,197 

1,153,798 

602,680 

42,287 

309 

■ 

436 

439 

Walter  E  Heller  (Dec) 

1,124,468 

133,753 

401,979 

22,358 

388 

224 

99 

136 

Hercules  (Dec) 

879,386 

932,013 

1,461,600 

70,426 

468 

■ 

■ 

■ 

Heritage  Bancorporation  (Dec) 

719,249 

38,251 

58,381 

6,738 

■ 

456 

■ 

465 

Hershey  Foods  (Dec) 

255,727 

416,171 

282,298 

20,642 

■ 

312 

129 

492 

Heublein  (June) 

453,571 

661,627 

1,156,984 

19,401 

■ 

411 

55 

293 

Hewlett-Packard  (Oct) 

383,469 

479,077 

2,289,742 

38,461 

■ 

■ 

483 

■ 

Hilton  Hotels  (Dec) 

461,219 

335,710 

351,210 

16,917 

■ 

■ 

423 

■ 

Hobart  Manufacturing  (Dec) 

208,330 

267,181 

416,708 

17,956 

400 

271 

122 

269 

Holiday  Inns  (Dec) 

864,434 

768,518 

1,237,756 

42,024 

135 

63 

49 

106 

Honeywell  (Dec) 

2,240,787 

2,125,445 

2,616,618 

82,327 

■ 

425 

369 

359 

Hoover  (Dec) 

346,123 

458,415 

487,967 

29,514 

■ 

289 

■ 

■ 

George  A  Hormel  (Oct) 

149,468 

719,755 

96,160 

7,788 

428 

■ 

■ 

■ 

Hospital  Trust  Corp  (Dec)15 

795,984 

47,582 

67,000 

7,954 

86 

60 

101 

77 

Household  Finance  (Dec)tt 

3,118,599 

2,204,869 

1,436,929 

105,964 

285 

■ 

151 

160 

Houston  Lighting  &  Power  (Dec) 

1,247,007 

363,640 

1,035,384 

65,673 

■  Not  on  500  list.         1    Plus  stock.         ft  Figures  include  unconsolidated  subsidiaries. 
All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15.  1973. 

12)  Formerly  New  Jersey  Bank  N  A. 

13)  Formerly  Harris  Trust  &  Savings  Bank. 

14)  Formerly  Bank  of  Hawaii 

15)  Formerly  RIHT  Corp. 

202 


FORBES,    MAY    15.    1973 


A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1972 

His  Total 
Remuneration^: 

Ranked 
Among  850 

As  a  Gr< 
Total 
Remuneration 

tup 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

24,014 

2.40 

1.35 

26i/2 

John  C  Suerth 

150,380 

445 

1,004,387 

29 

203,476 

0.27 

4.25 

1.17 

94 

J  Paul  Getty 

250,000 

157 

1,235,511 

19 

14,379 

0.19 

2.63 

0.55f 

21% 

Joseph  B  Danzansky 

100,000 

670 

1,656,220 

24 

10,004 

2.81 

nonet 

331/4 

Herbert  J  Young 

115,000 

609 

364,340 

8 

96,243 

2.54 

1.40 

63% 

Vincent  C  Ziegler 

225,000 

206 

2,354,617 

39 

25,583 

1.66 

1.00 

24 

Bruce  A  Gimbel 

151,092 

442 

1,181,654 

19 

17,980 

6.33 

3.00 

55% 

Stephen  S  Gardner 

114,741 

615 

593,094 

24 

111,890 

3.33 

1.00 

28i/4 

0  Pendleton  Thomas 

350,000 

40 

2,055,015 

27 

339,193 

2.65 

0.88 

31i/2 

Russell  De  Young 

569,873 

6 

4,098,335 

33 

31,058 

2.32 

0.94 

323/8 

William  T  Ylvisaker 

185,069 

323 

1,279,259 

28 

35,834 

-0.05 

1.97 

0.66 

55% 

David  L  Kreeger 

94,188 

713 

1,587,808 

63 

124,371 

0.11 

2.26 

1.50 

261/2 

J  Peter  Grace 

315,000 

63 

3,741,364 

56 

15,121 

1.00 

0.26 

37i/4 

Edward  F  Schmidt 

114,919 

614 

833,573 

19 

22,318 

-0.10 

1.30 

0.80 

15 

Charles  G  Rodman 

100,000 

670 

848,720 

26 

49,791 

2.70 

1.50 

43% 

Richard  W  Mayer 

353,631 

39 

2,998,724 

32 

63,155 

0.59 

0.80 

163/8 

William  J  Kane 

158,240 

423 

1,106,703 

19 

43,915 

3.35 

1.60 

511/2 

Samuel  A  Casey 

119,333 

590 

595,335 

17 

40,620 

0.07 

2.57 

0.30 

321/2 

Stuart  Davis 

140,000 

489 

1,295,234 

38 

5,895 

2.89 

1.20 

221/2 

Norman  Brassier 

86,500 

759 

383,700 

24 

107,144 

-0.08 

1.59 

1.02 

183/8 

Gerald  H  Trautman 

270,676 

116 

2,025,503 

41 

-50,386 

- 

-10.26 

0.25 

10 

E  Clinton  Towl 

150,000 

447 

855,489 

18 

115,025 

-0.01 

3.30 

0.60 

341/4 

Charles  G  Bluhdorn 

252,600 

151 

2,966,550 

39 

27,735 

0.03 

5.05 

0.82 

563/8 

E  Grant  Fitts 

200,000 

276 

631,180 

15 

773,000 

-1.20 

0.95 

1.50 

27 

B  R  Dorsey 

345,000 

42 

4,329,975 

65 

78,774 

1.59 

1.04 

211/2 

Floyd  R  Smith 

91,667 

724 

449,922 

20 

116,997 

3.75 

1.05 

140y4 

John  P  Harbin 

241,106 

175 

1,244,593 

26 

6,059 

-0.24 

3.00 

0.83 

433/4 

Jack  E  Whitaker  # 

73,040 

807 

394,990 

24 

20,864 

-0.18 

0.46 

0.50 

171/2 

Albert  F  Duval 

95,400 

705 

758,081 

20 

27,834 

2.27 

1.35 

59% 

Walter  A  Marting 

299,000 

88 

1,474,401 

24 

20,580 

5.80 

2.00 

58i/4 

William  F  Murray 

180,767 

345 

762,187 

23 

20,567 

1.61 

0.80 

283/8 

John  D  Gray 

182,000 

340 

1,122,000 

24 

9,485 

-0.22 

2.81 

1.80 

301/4 

David  C  Hewitt 

104,790 

655 

503,333 

31 

8,860 

0.75 

none 

34 

Leonard  N  Stern 

175,000 

358 

N.A. 

14 

9,630 

1.27 

0.65 

I8I/4 

Clifton  D  Terry 

98,275 

696 

703,629 

29 

62,673 

2.80 

1.03 

40 

R  Burt  Gookin 

295,577 

91 

1,645,016 

19 

22,358 

2.03 

0.78 

381/2 

Franklin  A  Cole 

150,080 

446 

995,707 

13 

132,622 

1.75 

0.63 

36i/4 

Werner  C  Brown 

215,224 

233 

1,888,282 

18 

7,415 

2.31 

1.04 

201/4 

William  H  Bell  Jr 

93,227 

716 

424,134 

20 

26,772 

V 

1.58 

1.10 

23% 

Harold  S  Mohler 

128,446 

540 

597,969 

11 

32,059 

-0.83 

1.04 

0.88 

58 

Stuart  D  Watson 

310,750 

70 

1,837,441 

29 

55,278 

0.05 

1.45 

0.20 

86V2 

William  R  Hewlett 

153,615 

436 

1,292,542 

25 

39,208 

2.05 

1.00 

43i/8 

Barron  Hilton 

125,600 

553 

1,512,491 

42 

22,156 

1.59 

0.61 

363/4 

David  B  Meeker 

105,000 

650 

614,750 

19 

83,399 

1.38 

0.27 

42V4 

Kemmons  Wilson 

132,313 

519 

1,886,909 

53 

333,609 

0.30 

4.38 

1.35 

138 

James  H  Binger 

288,000 

98 

1,825,553 

27 

40,443 

• 

2.23 

0.73 

363/4 

Felix  N  Mansager 

258,951 

136 

1,207,829 

23 

14,205 

1.63 

0.78 

20 

Ira  J  Holton 

140,863 

487 

911,837 

22 

8,560 

3.98 

1.85 

331/2 

Clarence  H  Gifford  Jr 

124,501 

565 

568,276 

41 

166,967 

2.42 

0.83 

351/8 

Arthur  E  Rasmussen 

220,308 

215 

2,397,455 

47 

100,642 

3.10 

1.36 

511/g 

Percy  H  Robinson 

126,350 

549 

910,875 

27 

N.A.  Not  available.  #  New  CEO  in  1973.  Net  profits  . 
per  share  include  all  extraordinary  credits  or  charges 

ind  earnings 
to  income. 
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The  Companies  of  Citicorp: 

what  we  know 
can  help  you. 


i 


EAK  TO  THE 
WORLD.  That's  Citicorp 
International  Bank,  Ltd. 
London).  Strategically 
placed  within  the  newly 
enlarged  Common  Mar- 
ket, this  new  member  of 
the  Citicorp  family 
brings  a  broad  range  of 
merchant  banking  serv- 
ices to  businesses  and 
governments  around  the 
world. 


The  key  ingredient  in 
financial  services  isn't 
money.  It's  know-how. 
That's  why  the 
subsidiary  companies 
of  First  National  City  I 
Corporation  were  r 
organized  to  supply 
a  range  of  knowledge  .■ 
and  experience 
wider  even  than  a  great  bank 
can  offer.  Take  the  examples 
on  this  page:  One  Citicorp  company 
backs  its  judgment  of  fledgling 
companies  with  hard  cash.  Another— a 
merchant  bank  in  London— works 
at  the  highest  level  of  world 
finance.  Yet  another  specializes 
in  every  type  of  factoring,  ju 
collections,  and  accounts  \ 
receivable  financing. 
And  there  are  dozens  more 
examples  of  Citicorp  companies, 
bringing  knowledge 
to  bear  in  a  wide  variety 
of  financial  areas:  from 
travelers  checks 
to  computer  systems^ 


SMART  MONEY. 

When  you're  picking  new  companies 
to  back,  you've  got  to  know  markets . . . 
and  people.  Citicorp  Venture  Capital 
has  abundant  stores  of  this  special 
kind  of  financial  know-how.  It's  an- 
other bright  member  of  the  Citicorp 
family. 


From  originating  a  mortgage 
to  leveraging  a  lease. 
And  in  the  innovative  kind 
of  banking  practiced  at 
First  National  City  Bank:  the 
largest  in  New  York  and  the 
leader  in  world-wide  banking. 
Chances  are  a  Citicorp  company 
knows  something  that  could 
help  you— if  you  are  in  a 
knowledge  business. 
And  today —who  isn't? 

The  mission  of  the  subsidiaries 
of  Citicorp:  to  grow  by  providing 
financial  services  that  meet  the  real 
needs  of  people,  communities,  and 
businesses  throughout 
the  U.S.  and  around  the  world. 


SUBSIDIARY  COMPANIES 
OF  CITICORP 


TWO  HEADS  ARE 
BETTER 

Citicorp  Factors  uses  its 
special  knowledge  to  free  you 
to  use  yours.  Gets  key  execu- 
tives out  of  accounts  receiv- 
able problems  and  back  on 
their  business.  Citicorp 
companies  know. 


ADVANCE 

MORTGAGE 

CORPORATION. 

A  leading  originator 
and  servicer  of  residen- 
tial and  commercial 
mortgages  for 
hundreds  of  institu- 
tional investors. 

CITICORP 
COMMUNITY 
DEVELOPMENT,  INC. 

Equity  investments, 
loans  and  technical 
assistance  for  low 
and  middle  income 
housing  and  related 
facilities  in 
New  York  City. 

CITICORP 
FACTORS.  INC. 

Provides  business  with 
full  credit  orotection 
and  collection  services 
as  well  as  working 
capital  tnrough 
accounts  receivable 
financing  and 
factoring. 

CITICORP 
INTERNATIONAL 
BANK,  LTD. 
(LONDON)  A  new 

world-wide  merchant 
bank,  involved  in 
syndication  of  inter- 
national loans,  under- 
writing and 
distribution  of 
Eurobonds,  merger/ 
acquisition,  and  other 
investment  banking 
activities. 

CITICORP 
LEASING,  INC.  and 
CITICORP  LEASING 
INTERNATIONAL,  INC. 

The  world's  largest 
leasing  organization, 
able  to  nandle  almost 
any  equipment 
leasing  transaction. 


CITICORP  REALTY 
CONSULTANTS,  INC. 

Provides  a  broad 
range  of  real  estate 
appraisal  and  project 
planning  services. 

CITICORP 
SERVICES,  INC. 

Makes  First  National 
City  Travelers  Checks 
available  to  users 
around  the  world 
through  tens  of 
thousands  of  banks. 

CITICORP 
VENTURE  CAPITAL 
LTD.  Provides  long- 
term  equity  financing 
to  growing  businesses 
around  the  world. 

CRESAP, 

McCORMICK  AND 
PAGET  INC. 

Performs  management 
consulting  services  for 
commerce,  industry 
and  the  public  sector, 
worldwide. 

NATIONWIDE 
FINANCIAL 
SERVICES 
CORPORATION. 

Serves  consumers 
directly  and  through 
retailers  in  14  states 
from  coast  to  coast. 

TRANSACTION 
TECHNOLOGY  INC. 

Developer  of  advanced 
systems  for  the 
payment  mechanisms 
of  the  future. 

And 

FIRST  NATIONAL 
CITY  BANK.  Citibank 
is  one  of  the  world's 
leading  banks  with 
branches,  subsidiaries 
and  affiliates  in  91 
countries. 


FIRST  NATIONAL  CITY  CORPORATION 


399  Park  Avenue,  New  York,  N.  Y.  10022 


The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1972 

Assets 

Revenues 

Common 
Market  Value 

r 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

(WOO) 

(1000) 

■ 

■ 

425 

464 

Houston  Natural  Gas  (July) 

485,950 

277,178 

414,479 

20,703 

■ 

■ 

233 

484 

Howard  Johnson  (Dec) 

175,674 

321,239 

722,323 

19,879 

■ 

■ 

■ 

412 

Howmet  (Dec) 

403,308 

288,766 

124,708 

24,314 

289 

■ 

■ 

■ 

Huntington  Bancshares  (Dec) 

1,237,464 

71,258 

78,242 

8,918 

444 

■ 

■ 

■ 

Idaho  First  National  Bank  (Dec) 

766,598 

44,791 

76,680 

7,234 

■ 

■ 

■ 

463 

Idaho  Power  (Dec) 

496,509 

89,809 

234,300 

20,727 

■ 

■ 

■ 

444 

Ideal  Basic  Industries  (Dec) 

252,116 

202,432 

234,072 

21,663 

203 

214 

479 

207 

Illinois  Central  Industries  (Dec) 

1,607,499 

960,691 

356,758 

52,600 

343 

■ 

.327 

274 

Illinois  Power  (Dec) 

1,002,560 

272,654 

547,938 

41,204 

■ 

■ 

452 

■ 

Illinois  Tool  Works  (Dec) 

122,741 

154,671 

387,551 

14,196 

107 

■ 

■ 

430 

Imperial  Corp  of  America  (Dec) 

2,581,715 

173,317 

285,792 

22,830 

74 

110 

132 

68 

INA  (Dec) 

3,404,095 

1,623,882 

1,143,753 

114,808 

■ 

390 

■ 

■ 

Indian  Head  (Nov) 

311,601 

513,647 

137,711 

8,299 

193 

■ 

■ 

■ 

Indiana  National  Corp  (Dec) 

1,686,412 

89,213 

137,703 

11,008 

■ 

■ 

■ 

415 

Indianapolis  Power  &  Light  (Dec) 

464,976 

127,350 

211,990 

23,907 

219 

■ 

■ 

■ 

Industrial  National  Corp  (Dec) 

1,566,910 

94,884 

190,640 

13,418 

387 

■ 

■ 

■ 

Industrial  Valley  Bank  &  Trust  (Dec) 

880,795 

54,370 

77,026 

7,021 

413 

237 

160 

178 

Ingersoll-Rand  (Dec) 

835,533 

871,968 

1,000,453 

60,142 

239 

129 

295 

159 

Inland  Steel  (Dec) 

1,473,375 

1,469,799 

602,842 

65,913 

■ 

209 

353 

301 

interco  (Nov) 

485,622 

981,122 

509,531 

37,697 

■ 

487 

■ 

■ 

Interlake  (Dec) 

351,917 

388,854 

111,550 

12,972 

20 

9 

1 

4 

International  Business  Machines  (Dec) 

10,792,402 

9,532,593 

46,792,478 

1,279,268 

■ 

■ 

92 

446 

International  Flavors  &  Fragrances  (Dec) 

145,686 

137,832 

1,582,311 

21,543 

110 

30 

146 

97 

International  Harvester  (Oct) 

2,574,344 

3,493,274 

1,047,906 

86,554 

■ 

408 

■ 

470 

International  Minerals  &  Chemical  (June) 

534,490 

491,169 

290,510 

20,325 

■ 

381 

■ 

■ 

International  Multifoods  (Feb) 

232,701 

527,676 

115,256 

9,866 

149 

67 

74 

83 

International  Paper  (Dec) 

2,076,222 

2,093,330 

1,848,530 

102,736 

16 

7 

22 

12 

International  Telephone  &  Telegraph  (Dec)t 

11,738,660 

10,236,001 

5,758,635 

483,303 

■ 

359 

■ 

■ 

Interstate  Stores  (Jan) 

N.A. 

571.600P 

37,634 

N.A. 

168 

■ 

■ 

313 

Investors  Diversified  Services  (Dec) 

1,891,200 

259,219 

257,009 

36,118 

■ 

158 

■ 

■ 

Iowa  Beef  Processors  (Oct) 

160,726 

1,284,724 

79,019 

7,367 

■ 

491 

■ 

■ 

l-T-E  Imperial  (Dec) 

293,210 

379,156 

298,627 

17,637 

224 

170 

305 

183 

IU  International  (Dec)4 

1,528,319 

1,192,131 

589,808 

59,383 

212 

488 

196 

227 

Jefferson  Pilot  (Dec) 

1,590,964 

385,496 

835,918 

48,461 

■ 

70 

434 

356 

Jewel  Companies  (Jan) 

578,238 

2,062,891 

404,368 

29,866 

352 

233 

413 

251 

Jim  Walter  (Aug) 

983,217 

881,737 

426,970 

44,568 

454 

259 

309 

217 

Johns-Manville  (Dec) 

736,328 

796,325 

573,531 

49,271 

353 

151 

17 

65 

Johnson  &  Johnson  (Dec) 

981,466 

1,336,569 

7,362,680 

120,706 

186 

207 

496 

■ 

Kaiser  Aluminum  &  Chemical  (Dec) 

1,708,842 

990,829 

340,090 

15,063 

458 

435 

■ 

■ 

Kaiser  Steel  (Dec) 

730,566 

447,190 

74,331 

-8,755 

■ 

452 

■ 

■ 

Kane-Miller  (Dec) 

136,071 

423,261 

33,002 

3,477 

■ 

■ 

■ 

443 

Kansas  City  Power  &  Light  (Dec) 

577,359 

139,610 

193,278 

22,166 

■ 

■ 

246 

490 

Kaufman  &  Broad  (Nov) 

283,769 

284,659 

707,292 

19,518 

■ 

384 

■ 

■ 

Kayser-Roth  (June) 

375,186 

521,622 

122,140 

11,965 

■ 

296 

133 

176 

Kellogg  (Dec) 

401,962 

699,221 

1,143,122 

60,513 

■ 

427 

■ 

■ 

Kelsey-Hayes  (Aug) 

242,963 

454,855 

84,018 

7,414 

170 

176 

208 

231 

Kennecott  Copper  (Dec) 

1,845,840 

1,154,352 

787,526 

47,424 

424 

305 

90 

212 

Kerr-McGee  (Dec) 

806,801 

679,576 

1,605,703 

50,599 

■ 

250 

■ 

338 

Walter  Kidde  (Dec) 

661,754 

832,375 

283,345 

32,373 

363 

203 

170 

194 

Kimberly-Clark  (Dec) 

963,066 

1,010,517 

954,480 

55,600 

■   Not  on  500  list.         t  Plus  stock.         \ 
All  per-share  data  adjusted  for  stock  splits  a 
P  Preliminary.         N.A.   Not  available. 

Figures  include  unconsolidated  subsidiaries, 
nd  dividends  through  May  15.  1973. 
*   Formerly  International  Utilities. 
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FORBES,    MAY    15,    1973 


A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1972 

His  Total 

Remuneration! 

Ranked 
Among  850 

As  a  Gr< 
Total 
Remuneration 

>up 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend    Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

38,322 

1.34 

0.32 

30% 

Robert  R .  Herring 

114,288 

618 

761,351 

25 

30,547 

0.02 

0.92 

0.13 

33'/4 

Howard  B  Johnson 

100,000 

670 

1,415,300 

30 

40,581 

1.14 

2.49 

0.70 

123/4 

Jean  L  Loyer 

150,000 

447 

1,656,209 

29 

10,262 

4.05 

1.72 

35% 

Clair  E  Fultz 

84,641 

768 

466,314 

20 

8,088 

3.77 

1.20 

40 

Thomas  C  Frye 

87,000 

755 

1,945,657 

98 

28,540 

2.95 

1.73 

35% 

Albert  Carlsen 

75,000 

799 

353,623 

21 

34,511 

1.55 

0.70 

18 

Mayfield  R  Shilling 

111,700 

626 

505,050 

21 

91,036 

3.12 

1.18 

273/4 

William  B  Johnson 

269,458 

118 

1,423,862 

23 

73,382 

2.38 

2.20 

343/8 

Wendell  J  Kelley 

92,500 

719 

391,500 

19 

21,727 

1.23 

0.35 

333/8 

Silas  S  Cathcart 

105,000 

650 

1,230,094 

29 

24,627 

1.61 

none 

19% 

VLViskas 

90,725 

731 

732,228 

20 

121,567 

0.33 

4.76 

1.46 

47% 

John  T  Gurash 

237,313 

182 

1,601,282 

30 

21,468 

-1.50 

1.52 

0.80 

253/4 

Richard  J  Powers 

150,928 

444 

2,138,482 

32 

12,716 

2.35 

0.90 

29% 

J  Fred  Risk 

87,000 

755 

568,721 

38 

38,288 

2.94 

1.56 

29 

Bernard  W  Schotters# 

69,333 

814 

661,680 

32 

14,518 

2.84 

0.94 

40 

John  J  Cummings  Jr 

144,206 

476 

485,998 

18 

7,731 

3.48 

1.50f 

38 

Richard  W  Havens 

145,100 

471 

787,710 

33 

95,102 

-0.71 

3.45 

2.08 

65% 

William  LWearly 

215,150 

234 

1,782,967 

32 

135,507 

3.43 

2.00 

33% 

Frederick  G  Jaicks 

229,864 

196 

2,000,275 

28 

47,872 

3.72 

1.24 

513/4 

Maurice  R  Chambers 

199,816 

293 

1,258,353 

21 

28,334 

3.26 

1.80 

283/4 

Reynold  C  MacDonald 

183,517 

335 

1,374,774 

33 

2,575,840 

11.03 

5.40 

402 

T  Vincent  Learson# 

434,206 

19 

6,677,860 

58 

25,487 

1.21 

0.42f 

88% 

Henry  G  Walter  Jr 

148,190 

463 

1,302,509 

"  27 

164,271 

3.17 

1.40 

38% 

Brooks  McCormick 

257,931 

139 

1,907,005 

18 

36,246 

1.64 

0.26 

26% 

Richard  A  Lenon 

175,000 

358 

1,268,325 

31 

14,578 

2.79 

1.23 

333/4 

William  G  Phillips 

215,000 

236 

1,419,605 

30 

215,195 

2.30 

1.50 

41  % 

Paul  A  Gorman 

392,087 

29 

3,587,244 

46 

749,222 

0.05 

3.85 

1.19 

60% 

Harold  S  Geneen 

813,311 

4 

10,429,460 

73 

0.00 

none 

Sol  W  Cantor 

152,885 

438 

863,506 

16 

40,274 

4.91 

1.80 

357s 

Charles  R  Orem 

172,500 

370 

2,351,520 

46 

11,723 

3.03 

nonet    . 

33% 

J  Fred  Haigler 

51,595 

841 

817,373 

22 

25,262 

2.18 

0.60t 

37 

William  C  Musham 

150,000 

447 

1,152,138 

25 

118,234 

0.02 

1.90 

0.73 

24% 

John  M  Seabrook 

354,975 

38 

1,744,559 

39 

50,544 

0.05 

4.02 

0.91 

69% 

W  Roger  Soles 

98,500 

694 

643,439 

27 

57,574 

0.16 

4.00 

1.63 

54% 

Donald  S  Perkins 

212,500 

242 

1,744,600 

36 

65,289 

2.49 

0.52 

30% 

James  W  Walter 

297,624 

89 

1,873,411 

26 

70,272 

2.66 

1.20 

31V4 

W  Richard  Goodwin 

217,805 

226 

2,779,246 

27 

162,303 

2.15 

0.45 

130% 

Philip  B  Hofmann# 

873,672 

3 

4,852,419 

21 

65,259 

0.62 

0.50 

173/4 

Cornell  C  Maier 

109,475 

637 

2,264,299 

46 

39,100^ 

-0.77 

-1.48 

none 

10% 

Jack  J  Carlson 

130,000 

530 

1,333,139 

29 

8,671- 

-0.07 

1.57 

0.10 

14% 

Daniel  Kane 

105,040 

649 

663,475 

16 

36,467 

3.37 

2.12 

32% 

Robert  A  Olson 

90,000 

734 

517,000 

18 

20,922 

1.26 

0.12 

44% 

Eli  Broad 

309,680 

73 

1,576,287 

18 

19,646 

-0.29 

1.94 

0.60 

20 

Chester  H  Roth 

180,000 

346 

954,983 

14 

74,704 

0.83 

0.52 

15% 

Joe  E  Lonning 

155,299 

431 

1,784,401 

30 

22,604 

2.51 

1.30 

28% 

Wilfred  D  MacDonnell 

120,000 

586 

786,050 

19 

125,168 

-1.20 

1.43 

1.00 

233/4 

Frank  R  Milliken 

225,000 

206 

1,404,605 

31 

100,768 

• 

2.14 

0.60 

65% 

Dean  A  McGee 

262,600 

129 

1,680,796 

42 

42,937 

3.03 

0.25 

29% 

Fred  R  Sullivan 

238,843 

178 

1,362,462 

21 

95,265 

2.39 

1.20 

41 

Darwin  E  Smith 

271,400 

115 

1,876,709 

37 

£   New  CEO  in  1973.  Net  profits  and  earnings  per  share 
include  all   extraordinary  credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1972 

Market       Net 
Assets   Revenues   Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


■  ■  321  459  Knight  Newspapers  (Dec) 

■  335           ■  428  Koppers(Dec) 
286  39  108           92  Kraftco  (Dec) 
257           26           23           69  S  S  Kresge  (Jan) 
421  28  ■            ■  Kroger  (Dec) 


223,564 

470,784 

1,245,193 

1,383,439 

810,826 


310,428 

612,791 

3,196,789 

3,875,183 

3,798,484 


552,258 

198,387 

1,388,277 

5,730,496 

297,692 


20,813 
23,145 
88,335 
114,674 
18,425 


■  368  ■  ■  Lear  Siegler  (June) 
261  318  ■  275  Leasco  Corp  (Dec) 

■  ■  388  ■  Levitz  Furniture  (Jan) 

■  347  386  206  Libbey-Owens  Ford  (Dec) 

■  465  ■  ■  Libby,  McNeill  &  Libby  (June) 


69 
151 
201 
281 
481 


194 
50 
51 

364 

■ 
423 


365,055 
1,364,545 
128,738 
454,790 
295,239 


556,697 
648,681 
326,801 
594,414 
407,242 


112,302 
205,307 
453,650 
454,550 
54,686 


190 

415 

■ 

258 
306 


112 


141 

303 
414 


Lincoln  National  Corp  (Dec) 
Litton  Industries  (July) 
Lockheed  Aircraft  (Dec) 
Loews  (Aug) 
Lone  Star  Gas  (Dec) 
Lone  Star  Industries  (Dec) 


3,678,024 
2,056,523 
1,632,226 
1,260,378 
695,887 
449,277 


1,072,280 

2,476,623 

2,472,732 

566,315 

298,814 

468,036 


850,122 
423,241 
103,651 
686,290 
580,047 
260,640 


288  484  341  191  Long  Island  Lighting  (Dec) 

■  ■  429  ■  Longs  Drug  Stores  (Jan) 

■  ■  94  169  Louisiana  Land  &  Exploration  (Dec) 

■  ■  490  347  Louisiana-Pacific  (Dec) 

■  ■  ■  486  Louisville  Gas  &  Electric(  Dec) 

■  421  ■  ■  M  Lowenstein  &  Sons  (Dec) 


1,243,734 
52,486 
405,818 
327,040 
448,647 
345,596 


389,808 
228,672 
145,992 
272,620 
146,662 
469,957 


525,467 
409,613 
1,567,856 
343,805 
270,173 
74,475 


11,834 
40,981 
12,155 
52,610 
-532 


450  ■            ■  ■  Liberty  National  Corp  (Dec)  739,959  36,744  39,424  3,820 

370  ■  223  435  Liberty  National  Life  Insurance  Ala  (Dec)  936,185  212,398  738,337  22,649 

■  344           ■  343  Liggett  &  Myers  (Dec)  626,208  600,840  317,453  31,275 

394  249           25  55  Eli  Lilly  (Dec)  867,918  838,060  5,459,090  126,279 

113  ■            ■  ■  Lincoln  First  Banks  (Dec)  2,544,480  140,576  101,738  14,486 


80,540 
1,118 
16,211 
69,621 
37,557 
24,097 


56,230 
8,642 
62,987 
30,840 
19,812 
6,007 


■  ■  322  ■  Lowe's  (July) 
175  32  ■  ■  LTV  (Dec) 

■  ■  181  390  Lubrizol  (Dec) 

■  73  358  352  Lucky  Stores  (Jan) 

245  205  ■  397  Lykes-Youngstown  (Dec) 

■  479  ■  ■  Macmillan  Inc(Dec)16 


89,485 

1,784,924 

178,640 

401,447 

1,433,414 

401,825 


234,556 
3,442,296 

221,450 
1,988,376 

999,473 

393,893 


551,070 
70,329 

907,110 

501,248 
79,724 

162,009 


9,121 
8,838 
26,243 
30,500 
25,598 
14,890 


■  196  383  372  R  H  Macy  (July)  636,651  1,041,122 

■  300  364  ■  Magnavox  (Dec)  372,558  685,958 

■  389  ■  ■  Malone  &  Hyde  (June)  78,808  517,076 
9  294  157  122  Manufacturers  Hanover  Corp  (Dec)  16.326,070  706,626 

122          ■  ■  ■  Manufacturers  National  Bank  Detroit  (Dec)  2,441,310  130,689 

■  ■  495  ■  Mapco(Dec)  231,397  110,595 


230 
116 
154 
391 
21 


356 
■ 

322 
232 


160 
34 


372 


455 
■ 

404 
195 


144 
207 


448 
459 


115 

130 


252 


Marathon  Oil  (Dec) 

Marcor  (Jan) 

Marine  Bancorporation  (Dec) 

Marine  Corporation  (Dec) 

Marine  Midland  Banks  Buffalo  (Dec) 

Marion  Laboratories  (June) 


1,514,021 

2,522.949 

2,005,875 

872,248 

10,683,760 

35,127 


1,277,613 

3,369,321 

119,888 

49,541 

549,796 

51,028 


459,078 
491,863 
197,413 
1,007,064 
112,135 
340,253 

1,064,404 

788,562 

89,070 

34,913 

393,215 

375,990 


289 
143 


399 


418 


448 
200 


Marlennan  (Dec) 
Marriott  (July) 
Marshall  &  llsley  Corp  (Dec) 
Marshall  Field  (Jan) 
Martin  Marietta  (Dec) 
Maryland  National  (Dec) 


149,304 
450,433 
980,539 
306,456 
1,079,513 
1,494,973 


189,980 
422,928 

51,867 

492,794 

1,046,826 

85,119 


620,953 
1,070,180 
56,270 
329,532 
440,044 
224,874 


27,952 
17,645 
6,871 
76,539 
14,158 
13,065 


79,785 

72,672 

9,747 

4,103 

44,202 

8,188 


23,566 
17,734 
7,166 
21,457 
53,467 
14,513 


■    Not  on  500  list.  t   Plus  stock. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1973. 


16)   Formerly  Crowell  Collier  &  Macmillan. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1972 

* 

His  Total 
Remuneration^: 

Ranked 
Among  850 

As  a  Grc 
Total 
Remuneration 

tup 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend    Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

27,838 

2.00 

0.27 

54 

James  L  Knight 

100,000 

670 

901,941 

17 

47,634 

4.01 

1.66 

35% 

Fletcher  L  Byrom 

256,500 

143 

1,998,263 

40 

132,062 

-0.44 

3.13 

1.77 

49i/2 

William  O  Beers 

263,809 

128 

1,801,318 

28 

146,455 

1.00 

0.17 

48% 

Robert  E  Dewar 

244,400 

173 

2,449,581 

15 

56,721 

-0.36 

1.37 

1.30 

22i/8 

James  P  Herring 

173,846 

368 

1,565,501 

27 

22,179 

0.51 

0.20 

9 

Robert  T  Campion 

124,627 

563 

1,048,838 

21 

77,480 

0.27 

2.52 

0.10 

19% 

Saul  P  Steinberg 

200,000 

276 

2,074,000 

38 

14,163 

0.72 

none 

26% 

Ralph  Levitz 

89,375 

744 

525,617 

10 

78,909 

4.22 

2.15 

411/2 

Robert  G  Wingerter 

266,200 

121 

1,707,127 

33 

4,505 

0.12 

-0.07 

none 

55/8 

David  E  Guerrant# 

104,308 

656 

870,196 

29 

4,371 

4.25 

1.60 

44 

J  W  McLean 

74,968 

803 

441,890 

50 

23,251 

1.13 

0.27 

36% 

Frank  P  Samford  Jr 

89,651 

741 

1,204,278 

29 

41,104 

0.15 

3.64 

2.50 

38% 

Milton  E  Harrington 

214,631 

239 

1,671,561 

21 

151,004 

1.85 

0.73 

79% 

Eugene  N  Beesley# 

336,000 

48 

3,079,349 

38 

17,160 

3.85 

1.88 

31  % 

Wilmot  R  Craig 

149,882 

457 

1,050,853 

40 

86,317 

0.16 

3.38 

1.04 

43% 

Thomas  A  Watson 

130,435 

527 

576,600 

18 

72,874 

0.10 

-0.14 

nonet 

13 

Charles  B  Thornton 

200,000 

276 

3,204,328 

42 

63,982 

0.28 

1.43 

none 

91/s 

Daniel  J  Haughton 

116,178 

604 

3,335,358 

86 

81,778 

1.13 

4.78 

1.12 

463/4 

Laurence  A  Tisch 

208,000 

256 

1,010,177 

16 

62,358 

2.53 

1.37 

39 

William  C  McCord 

105,000 

650 

841,897 

33 

43,200 

2.16 

1.00 

24 

John  R  Kringel 

200,000 

276 

1,142,326 

20 

89,598 

2.20 

1.41 

23% 

John  J  Tuohy 

126,740 

548 

1,025,410 

26 

9,448 

1.66 

0.46 

78i/2 

Joseph  M  Long 

111,023 

629 

514,629 

12 

85,654 

1.74 

1.00 

43% 

John  G  Phillips 

252,153 

152 

1,347,606 

20 

53,060 

2.34 

none 

26% 

William  H  Hunt 

137,500 

503 

552,450 

13 

34,284 

2.53 

1.74 

361/2 

B  Hudson  Milner 

92,250 

721 

422,700 

16 

18,659 

-0.58 

1.82 

0.90 

221/2 

Robert  Bendheim 

140,000 

489 

2,655,649 

57 

11,416 

1.08 

0.11 

65 

Edwin  Duncan 

57,500 

836 

569,250 

7 

81,558 

0.10 

0.73 

none 

9% 

W  Paul  Thayer 

257,132 

142 

1,553,945 

16 

35,178 

1.30 

0.42 

45 

Thomas  W  Mastin 

114,417 

616 

864,767 

19 

46,543 

0.97 

0.50f 

16 

William  H  Dyer  Jr 

297,474 

90 

2,070,648 

27 

76,370 

0.90 

1.33 

none 

8% 

Joseph  T  Lykes  Jr 

114,400 

617 

732,618 

22 

25,498 

1.00 

nonet 

11% 

Raymond  C  Hagel 

200,000 

276 

1,613,289 

31 

45,281 

0.20 

2.76 

1.00 

46i/4 

Donald  B  Smiley 

197,407 

301 

1,995,900 

33 

32,156 

-0.17 

1.00 

1.20 

27% 

Robert  H  Piatt 

160,008 

413 

1,191,772 

25 

9,697 

1.17 

0.30 

33% 

Joseph  R  Hyde  III 

63,850 

825 

466,069 

14 

84,188 

2.70 

1.56 

351/2 

Gabriel  Hauge 

217,276 

229 

2,886,555 

64 

16,785 

6.88 

2.53 

541/4 

Roland  A  Mewhort# 

157,206 

429 

861,573 

33 

24,490 

1.41 

0.52 

36i/2 

Robert  E  Thomas 

219,421 

220 

1,089,610 

27 

175,461 

2.67 

1.60 

35% 

James  C  Donnell  II 

265,000 

122 

2,000,126 

23 

144,134* 

2.17 

0.80 

28% 

Leo  H  Schoenhofen 

300,456 

81 

1,915,731 

19 

12,248-' 

2.63 

0.80 

24% 

Maxwell  Carlson 

58,796 

834 

388,887 

17 

5,507 

3.35 

1.60 

28% 

John  C  Geilfuss 

75,071 

798 

527,371 

30 

52,691 

3.39 

1.73 

31% 

Charles  A  Winding 

141,286 

483 

1,251,365 

36 

9,029 

0.95 

0.21 

443/4 

Ewing  M  Kauffman 

100,000 

670 

560,379 

16 

26,781 

-0.14 

1.76 

1.14 

46i/4 

William  F  Souder  Jr# 

185,000 

324 

1,579,166 

25 

35,328 

0.62 

none 

36% 

J  Willard  Marriott  Jr 

121,385 

578 

1,743,393 

39 

8,639 

0.06 

4.38 

1.75 

34% 

John  A  Puelicher 

113,700 

619 

415,319 

13 

28,045 

* 

2.34 

1.12 

36% 

Gerald  A  Sivage 

202,500 

269 

832,674 

18 

102,998 

2.28 

1.11 

183/4 

J  Donald  Rauth 

164,113 

398 

1,344,252 

24 

16,625 

4.00 

1.24 

62 

Robert  D  Harvey 

75,000 

799 

214,440 

26 

#  New  CEO  in  1973.  Net  profits  and  earnings  per  share 
include  all    extraordinary  credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1972 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

■ 

276 

■ 

Masco  (Dec) 

118,490 

134,289 

641,958 

14,391 

■ 

■ 

340 

387 

Masonite  (Aug) 

215,133 

248,156 

525,949 

26,290 

336 

128 

218 

230 

May  Department  Stores  (Jan) 

1,029,000 

*1,477,984 

757,016 

47,867 

■ 

292 

■ 

■ 

Oscar  Mayer  (Oct) 

230,911 

712,282 

288,426 

15,975 

■ 

■ 

323 

370 

Maytag  (Dec) 

120,029 

206,946 

549,359 

27,994 

■ 

■ 

■ 

457 

MCA  (Dec) 

367,241 

345,961 

287,616 

20,863 

■ 

■ 

500 

■ 

McCormick  &  Co  (Nov) 

95,921 

157,947 

332,112 

5,753 

■ 

■ 

377 

499 

J  Ray  McDermott  (Mar) 

373,771 

321,509 

468,083 

19,115 

■ 

490 

47 

312 

McDonald's  Corp  (Dec) 

422,152 

379,533 

2,947,139 

36,225 

124 

44 

147 

72 

McDonnell  Douglas  (Dec) 

2,400,278 

2,751,791 

1,047,309 

111,675 

■ 

282 

299 

295 

McGraw-Edison  (Dec) 

469,055 

737,672 

598,196 

38,282 

■ 

445 

445 

436 

McGraw-Hill  (Dec) 

430,325 

430,082 

394,044 

22,582 

399 

182 

■ 

■ 

Mead  (Dec) 

866,133 

1,128,790 

241,650 

17,644 

■ 

■ 

456 

■ 

Medtronic  (Apr) 

37,952 

39,034 

380,373 

3,973 

30 

■ 

366 

243 

Mellon  National  Corp  (Dec)17 

7,404,693 

328,506 

489,951 

45,472 

■ 

326 

202 

362 

Melville  Shoe  (Dec) 

253,378 

631,918 

809,641 

29,044 

180 

■ 

■ 

■ 

Mercantile  Bancorporation  (Dec) 

1,736,473 

91,797 

162,424 

17,087 

415 

■ 

■ 

■ 

Mercantile  National  Bank  Dallas  (Dec) 

822,542 

39,926 

129,000 

8,432 

■ 

426 

392 

461 

Mercantile  Stores  (Jan) 

229,813 

458,328 

448,096 

20,756 

425 

■ 

■ 

■ 

Merchants  National  Corp  (Dec)18 

803,074 

40,856 

66,688 

5,436 

416 

216 

19 

47 

Merck  (Dec) 

820,109 

958,266 

6,614,501 

147,556 

63 

286 

161 

177 

Merrill  Lynch-Pierce-Fenner  &  Smith  (Dec) 

3,991,764 

723,158 

999,719 

60,298 

■ 

■ 

62 

375 

MGIC  Investment  (Dec) 

491,490 

118,533 

2,023,198 

27,609 

102 

■ 

■ 

475 

Michigan  National  Corp  (Dec)19 

2,657,012 

169,762 

205,615 

20,088 

133 

348 

142 

116 

Middle  South  Utilities  (Dec) 

2,277,310 

593,381 

1,077,463 

79,771 

213 

■ 

■ 

■ 

Midlantic  Banks  (Dec) 

1,588,671 

86,283 

109,466 

13,988 

155 

65 

10 

19 

Minnesota  Mining  &  Manufacturing  (Dec) 

1,993,082 

2,114,065 

9,679,992 

244,360 

■ 

472 

■ 

■ 

Missouri  Beef  Packers  (Oct) 

43,511 

395,662 

20,503 

2,359 

237 

320 

■ 

■ 

Missouri  Pacific  Railroad  (Dec) 

1,479,685 

642,919 

151,450 

16,630 

25 

10 

16 

8 

Mobil  Oil  (Dec) 

9,216,713 

9,166,332 

7,528,686 

574,199 

■ 

444 

■ 

■ 

Mohasco  Industries  (Dec) 

298,374 

431,247 

185,789 

14,717 

■ 

■ 

417 

466 

Monroe  Auto  Equipment  (June) 

123,202 

127,522 

421,951 

20,464 

136 

58 

88 

62 

Monsanto  (Dec) 

2,236,900 

2,225,400 

1,637,724 

122,000 

■ 

■ 

■ 

451 

Montana  Power  (Dec) 

366,324 

95,647 

264,622 

21,281 

■ 

■ 

285 

■ 

Monumental  Corp  (Dec) 

621,871 

119,884 

627,885 

15,552 

8 

277 

70 

64 

J  P  Morgan  &  Co  (Dec) 

16,460,538 

754,643 

1,919,925 

121,148 

■ 

■ 

453 

410 

Morton-Norwich  Products  (June) 

389,523 

369,185 

384,621 

24,386 

437 

174 

76 

209 

Motorola  (Dec) 

775,504 

1,161,512 

1,804,112 

52,038 

■ 

446 

■ 

■ 

G  C  Murphy  (Dec) 

188,918 

429,460 

88,718 

7,880 

■ 

493 

469 

■ 

Murphy  Oil  (Dec) 

567,847 

377,592 

364,518 

14,278 

485 

166 

180 

197 

Nabisco  (Dec) 

691,308 

1,214,934 

909,293 

54,365 

■ 

■ 

284 

477 

Nalco  Chemical  (Dec) 

139,099 

194,663 

628,173 

20,070 

■ 

■ 

■ 

485 

National  Airlines  (June) 

492,362 

339,265 

282,348 

19,874 

■ 

414 

■ 

■ 

National  Can  (Dec) 

298,205 

475,655 

104,932 

14,087 

191 

117 

240 

■ 

National  Cash  Register  (Dec) 

1,689,304 

1,557,699 

711,711 

-59,612 

453 

■ 

■ 

■ 

National  Central  Financial  (Dec) 

736,834 

42,438 

61,193 

6,581 

■ 

■ 

357 

■ 

National  Chemsearch  (Apr) 

51,358 

82,191 

503,556 

7,914 

139 

■ 

■ 

434 

National  City  Bank  Cleveland  (Dec) 

2,225,257 

96,040 

242,169 

22,666 

37 

■ 

■ 

319 

National  Detroit  Corp  (Dec)20 

6,148,101 

283,328 

304,500 

35,097 

361 

267 

404 

321 

National  Distillers  &  Chemical  (Dec) 

966,437 

781,541 

432,640 

35,016 

■ 

■ 

■ 

498 

National  Fuel  Gas  (Dec) 

387,842 

236,474 

141,523 

19,150 

■    Not  on  500  list.          t   Plus  stock. 

All  per-share  data  adjusted  for  stock  splits  < 

17) 
ind  dividends  through  May  15,  1973.                         18) 

19) 
20) 

Formerly  Mellon  National  Bank  &  Trust. 
Formerly  Merchants  National  Bank  &  Trust 
Formerly  Michigan  National  Bank  Lansing. 
Formerly  National  Bank  of  Detroit. 

ne. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 


PER  SHARE  DATA:  1972 

* 

His  Total 

Remuneration^ 

Ranked 
Among  850 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

18,539 

1.32 

0.17 

56% 

Richard  A  Manoogian 

100,000 

670 

575,714 

14 

38,234 

1.67 

0.37 

33»/4 

Samuel  S  Greeley 

128,967 

537 

752,111 

20 

76,424 

3.13 

1.60 

501/4 

Stanley  J  Goodman 

303,805 

78 

4,797,028 

57 

23,920 

1.70 

0.62 

30% 

P  Goff  Beach 

218,883 

223 

2,329,984 

27 

32,782 

2.09 

1.35 

41 

Emerson  G  Higdon 

160,293 

411 

732,823 

18 

26,097 

2.52 

0.60 

34% 

Lew  R  Wasserman 

265,000 

122 

2,456,916 

20 

9,354 

1.25 

0.34 

66 

Harry  K  Wells 

109,331 

638 

955,717 

18 

37,705 

1.63 

2.84 

1.00 

69% 

Charles  L  Graves 

167,498 

381 

934,800 

14 

47,939 

0.94 

none 

76»/4 

Ray  A  Kroc 

175,000 

358 

1,556,762 

31 

156,688 

2.82 

0.32f 

27% 

Sanford  N  McDonnell 

175,385 

357 

3,115,773 

42 

53,196 

2.56 

1.43 

40% 

Raymond  H  Giesecke 

159,000 

420 

815,506 

23 

27,711 

-0.02 

0.90 

0.57 

16% 

Shelton  Fisher 

160,000 

414 

1,936,200 

31 

50,778 

-0.51 

0.57 

0.60 

15 

James  W  McSwiney 

150,000 

447 

1,889,625 

42 

4,623 

0.63 

none 

58i/4 

Earl  E  Bakken 

79,402 

787 

345,712 

10 

51,285 

4.55 

2.40 

49 

John  A  Mayer 

237,346 

181 

1,428,910 

42 

38,353 

1.18 

0.42 

33% 

Francis  C  Rooney  Jr 

176,850 

354 

944,700 

19 

18,628 

3.35 

2.00 

32% 

Donald  E  Lasater 

108,152 

642 

463,191 

21 

8,432 

2.11 

1.04 

32i/4 

John  D  Francis 

108,033 

643 

1,936,596 

149 

28,313 

0.14 

7.04 

none 

152 

R  Nelson  Shaw 

286,200 

99 

1,760,382 

21 

6,552 

5.23 

1.07 

64 

Robert  E  Sweeney 

62,500 

826 

193,450 

12 

183,194 

1.99 

1.10 

89% 

Henry  W  Gadsden 

305,000 

76 

3,723,818 

50 

66,759 

-0.31 

1.87 

0.51 

31 

Donald  T  Regan 

240,000 

176 

25,962,982 

364 

28,333 

0.02 

1.30 

0.10 

95% 

Max  H  Karl 

158,486 

422 

786,338 

24 

20,088 

5.70 

1.00 

59 

Stanford  C  Stoddard 

105,360 

648 

561,026 

16 

144,210 

1.98 

1.06 

263/4 

Floyd  W  Lewis 

116,809 

602 

654,550 

14 

15,726 

4.40 

1.89 

39i/4 

Gustave  EWiedenmayer# 

163,339 

402 

680,345 

20 

340,045 

2.17 

0.96 

85% 

Harry  Heltzer 

341,405 

46 

3,394,209 

43 

3,370 

2.06 

none 

17% 

David  LaFleur 

88,706 

748 

314,419 

18 

58,448 

8.92 

5.00 

81V« 

Downing  B  Jenks 

204,000 

266 

985,156 

28 

1,018,509 

5.65 

2.65 

74 

Rawleigh  Warner  Jr 

455,000 

17 

3,647,087 

29 

23,677 

2.32 

1.10 

.293/4 

Herbert  LShuttleworth  II 

182,515 

336 

969,573 

22 

23,042 

1.60 

0.40 

32% 

Charles  S  Mclntyre 

435,158 

18 

1,563,744 

22 

315,900 

3.49 

1.80 

49% 

John  W  Hanley 

325,000 

54 

2,715,539 

28 

28,443 

2.67 

1.68 

35i/4 

John  E.  Corette# 

125,000 

554 

744,425 

25 

22,882 

1.12 

0.35 

45 

Frank  Baker  Jr 

87,500 

754 

809,950 

21 

127,131 

3.31 

1.40 

52% 

Ell  more  C  Patterson 

257,750 

140 

1,871,420 

34 

38,698 

1.95 

0.83 

303/4 

John  Simmons 

165,000 

389 

858,744 

19 

82,567 

1.91 

0.31 

65% 

Robert  W  Galvin 

125,000 

554 

3,070,737 

37 

14,068 

2.00 

1.20 

22% 

Edgar  L  Paxton 

94,520 

711 

596,420 

16 

40,040 

2.47 

0.60 

63 

Charles  H  Murphy  Jr 

100,000 

670 

619,971 

20 

78,864      [ 

3.60 

2.20 

6OV4 

Lee  S  Bickmore 

301,029 

79 

2,716,171 

44 

27,949      * 

2.01 

0.82 

63 

Robert  T  Powers 

149,072 

458 

873,296 

19 

53,152 

2.34 

none 

33 

Lewis  B  Maytag  Jr 

100,000 

670 

694,202 

20 

25,417 

1.80 

0.45 

17% 

Robert  Stuart# 

143,416 

479 

1,200,060 

31 

82,327 

-2.68 

0.48 

31i/2 

Robert  S  Oelman 

215,000 

236 

2,216,432 

48 

7,611 

2.07 

0.96 

19V4 

John  C  Tuten 

89,246 

745 

692,523 

37 

8,937            -0.03            1.37 

0.31 

87 

Lester  A  Levy 

101,835 

661 

441,750 

6 

23,770 

6.27 

2.70 

663/4 

Claude  M  Blair 

164,760 

396 

710,819 

29 

38,205 

5.85 

2.28 

503/4 

Robert  M  Surdam 

167,110 

383 

1,125,492 

34 

64,070 

1.27 

0.90 

161/4 

Drummond  C  Bell 

261,997 

130 

1,638,164 

39 

28,770 

3.74 

1.74 

27% 

Herbert  D  Clay 

85,417 

763 

306,054 

10 

#  New  CEO  in  1973.  Net  profits  and  earnings  per  share 
include  all   extraordinary  credits  or  charges  to  income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

A 

1972 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues   Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

339 

340 

■ 

246 

National  General  (Dec) 

1,020,433 

604,915 

162,637 

45,210 

■ 

386 

■ 

348 

National  Gypsum  (Dec) 

454,923 

519,016 

272,680 

30,625 

■ 

429 

■ 

■ 

National  Industries  (Dec) 

257,450 

,   451,653 

* 

31,194 

3,281 

■ 

■ 

478 

481 

National  Liberty  (Dec) 

243,953 

117,919 

358,168 

19,981 

■ 

481 

462 

440 

National  Service  Industries  (Aug) 

200,355 

391,996 

371,852 

22,276 

■ 

■ 

481 

■ 

National  Starch  &  Chemical  (Dec) 

129,133 

175,638 

351,687 

14,110 

493 

■ 

■ 

■ 

National  State  Bank  NJ  (Dec) 

677,571 

37,571 

36,000 

3,650 

163 

105 

219 

135 

National  Steel  (Dec) 

1,925,284 

1,660,224 

753,319 

71,176 

■ 

111 

■ 

■ 

National  Tea  (Mar) 

278,015 

1,613,853 

56,880 

8,920 

315 

■ 

■ 

■ 

Nationwide  Corp  (Dec)tt 

1,097,360 

307,645 

190,515 

12,556 

92 

■ 

312 

450 

NCNB  (Dec) 

2,956,261 

170,341 

566,723 

21,350 

271 

464 

421 

267 

New  England  Electric  System  (Dec) 

1,311,398 

407,586 

418,985 

42,089 

266 

■ 

■ 

■ 

New  England  Merchants  Co  Boston  (Dec) 

1,329,550 

76,422 

58,259 

6,358 

495 

■ 

■ 

■ 

New  Jersey  National  Corp  (Dec)21 

674,724 

37,539 

50,325 

6,213 

405 

■ 

252 

250 

Newmont  Mining  (Dec) 

856,518 

272,279 

690,693 

44,779 

426 

■ 

■ 

349 

New  York  State  Electric  &  Gas  (Dec) 

803,066 

236,389 

261,715 

30,588 

158 

329 

298 

140 

Niagara  Mohawk  Power  (Dec) 

1,978,671 

629,581 

599,080 

69,744 

■ 

■ 

472 

■ 

A  C  Nielsen  (Aug) 

99,702 

127,731 

361,657 

9,811 

393 

201 

433 

307 

NL  Industries  (Dec) 

868,991 

1,013,698 

405,101 

36,814 

131 

476 

154 

147 

NLT  Corp  (Dec) 

2,304,379 

394,590 

1,014,142 

68,278 

128 

244 

254 

53 

Norfolk  &  Western  Railway  System  (Dec) 

2,355,263 

850,765 

687,446 

132,576 

■ 

330 

■ 

400 

North  American  Philips  (Dec) 

438,120 

626,852 

300,764 

25,398 

498 

■ 

■ 

■ 

Northeast  Bancorp  (Dec)22 

671,532 

43,789 

62,492 

6,488 

500 

■ 

■ 

■ 

Northern  Calif  Savings  &  Loan  Assoc  (Dec) 

666,732 

46,302 

87,075 

7,386 

156 

417 

222 

151 

Northeast  Utilities  (Dec) 

1,985,354 

472,975 

739,767 

67,190 

417 

449 

482 

277 

Northern  Illinois  Gas  (Dec) 

819,173 

424,916 

351,501 

40,803 

346 

499 

365 

245 

Northern  Indiana  Public  Service  (Dec) 

997,822 

372,603 

491,315 

45,365 

218 

321 

384 

233 

Northern  Natural  Gas  (Dec) 

1,569,184 

636,544 

457,778 

46,965 

333 

■ 

■ 

■ 

Northern  States  Bancorporation  (Dec)23 

1,036,700 

45,845 

39,566 

3,181 

204 

440 

280 

153 

Northern  States  Power  (Dec) 

1,607,377 

439,067 

638,182 

66,353 

■ 

357 

■ 

■ 

Northrop  (Dec) 

347,173 

573,749 

90,951 

11,136 

40 

■ 

241 

265 

Northwest  Bancorporation  (Dec) 

5,802,999 

328,731 

710,439 

42,235 

410 

310 

■ 

210 

Northwest  Industries  (Dec) 

845,708 

665,117 

219,401 

51,007 

378 

480 

212 

■ 

Northwest  Airlines  (Dec) 

920,418 

392,501 

775,044 

17,682 

376 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

925,802 

67,922 

111,818 

7,064 

■ 

497 

■ 

■ 

Norton  (Dec) 

332,446 

374,444 

175,229 

14,514 

385 

183 

138 

213 

Norton  Simon  (June) 

899,817 

1,125,331 

1,114,587 

50,487 

111 

■ 

■ 

■ 

Nortrust  Corporation  (Dec) 

2,564,751 

136,632 

179,775 

17,957 

112 

49 

271 

■ 

Occidental  Petroleum  (Dec) 

2,562,047 

2,487,247 

647,460 

10,419 

■ 

■ 

209 

■ 

Ocean  Drilling  &  Exploration  (Dec) 

244,626 

64,464 

785,489 

15,039 

■ 

193 

■ 

494 

Ogden  (Dec) 

603,118 

1,073,128 

139,999 

19,315 

■ 

■ 

■ 

380 

Ohio  Casualty  (Dec) 

428,051 

280,288 

306,769 

26,880 

279 

■ 

301 

199 

Ohio  Edison  (Dec) 

1,272,485 

343,204 

594,197 

53,871 

■ 

■ 

379 

336 

Oklahoma  Gas  &  Electric  (Dec) 

621,011 

177,656 

463,667 

32,741 

420 

■ 

■ 

■ 

Old  Kent  Financial  (Dec)24 

812,580 

46,459 

106,775 

8,023 

314 

187 

393 

■ 

Olin  Corporation  (Dec) 

1,101,379 

1,098,333 

447,073 

-52,090 

■ 

258 

487 

368 

Otis  Elevator  (Dec) 

572,999 

807,081 

347,253 

28,268 

* 

478 

492 

351 

Outboard  Marine  (Sept) 

276,921 

394,079 

343,224 

30,522 

■ 

332 

201 

315 

Owens-Corning  Fiberglas  (Dec) 

532,511 

618,765 

812,479 

35,766 

231 

108 

282 

143 

Owens-Illinois  (Dec) 

1,497,914 

1,647,120 

635,811 

69,042 

■ 

■ 

236 

373 

Pabst  Brewing  (Dec) 

281,366 

335,635 

719,062 

27,893 

■   Not  on  ! 

All  per  shar 

>00  list.         t  Plus  stock.         tt 
e  data  adjusted  for  stock  splits  an 

Figures  include  unconsolidated  subsidiaries             21) 
i  dividends  through  May  15,  1973.                             22) 

23) 

24) 

Formerly  NJN  Bancorporation. 
Formerly  Union  Trust  New  Haven.  Conn. 
Formerly  City  National  Bank  (Detroit). 
Formerly  Old  Kent  Bank  &  Trust 
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FORBES,    MAY    15,    1973 


A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1972 

His  Total 

Remuneration^ 

Ranked 
Among  850 

As  a  G  re 
Total 
Remuneration 

tup 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend    Price  (Dec.  31)  1 

Chief  Executive 

($) 

Others 

($) 

In  Group 

46,368 

3.44 

8.77 

0.35 

323/4 

Eugene  V  Klein 

260,000 

132 

2,400,000 

22 

49,345 

1.88 

1.05 

17 

Colon  Brown 

170,417 

373 

896,450 

17 

9,629 

0.02 

0.26 

0.05 

4% 

Stanley  R  Yarmuth 

101,000 

665 

619,054 

18 

20,540 

0.01 

1.41 

none 

253/8 

Arthur  DeMoss 

50,379 

843 

763,321 

30 

31,103 

1.56 

0.68 

26 

Erwin  Zaban 

120,000 

586 

730,000 

15 

19,353 

2.23 

0.64f 

57V4 

Donald  D  Pascal 

125,696 

551 

1,051,177 

26 

5,111 

1.22 

0.64 

12 

W  Emlen  Roosevelt 

122,300 

573 

3,165,876 

239 

166,371 

3.81 

2.50 

40V4 

George  A  Stinson 

248,000 

163 

1,426,417 

26 

26,328 

1.18 

0.60 

7% 

F  Bruce  Krysiak# 

202,300 

271 

936,575 

24 

12,556 

-0.41 

1.23 

0.20 

18% 

Dean  W  Jeffers 

230,000 

194 

5,203,679 

105 

23,264 

1.43 

0.44 

355/s 

Addison  H  Reese 

145,000 

473 

932,418 

38 

75,829 

0.14 

2.69 

1.59 

263/4 

Guy  W  Nichols 

100,023 

669 

615,565 

23 

9,230 

2.58 

1.40 

233/4 

Mark  C  Wheeler 

107,201 

645 

465,734 

25 

6,213 

3.50 

1.80 

3oy2 

Richard  G  MacGill 

65,650 

821 

385,683 

30 

68,202 

-0.14 

1.72 

1.04 

28% 

Plato  Malozemoff 

235,820 

183 

998,012 

21 

55,959 

3.03 

2.10 

313/4 

William  A  Lyons 

121,000 

579 

721,594 

34 

127,591 

1.81 

1.12 

173/4 

James  A  O'Neill 

117,191 

600 

902,470 

28 

12,455 

0.93 

0.25 

34% 

Arthur  C  Nielsen 

94,720 

710 

1,060,955 

16 

60,557 

1.53 

1.00 

16% 

Edward  R  Rowley 

199,369 

296 

1,350,500 

22 

103,902 

0.06 

2.00 

0.30 

293/4 

William  C  Weaver  ir 

95,158 

708 

472,108 

13 

200,644 

4.21 

12.51 

5.00 

70% 

John  P  Fishwick 

243,500 

174 

1,475,892 

28 

37,989 

-0.16 

2.87 

1.00 

34 

Pieter  C  Vink 

193,460 

307 

1,423,422 

27 

7,088 

3.53 

1.80 

34 

Thomas  F  Richardson 

76,500 

794 

350,737 

21 

7,769 

2.84 

nonet 

333/8 

Firmin  A  Gryp 

112,153 

625 

413,520 

18 

112,309 

1.57 

0.98 

16l/8 

Lelan  F  Sillin  Jr 

130,175 

528 

714,931 

28 

62,953 

2.92 

1.81 

27% 

Clarence  J  Gauthier 

117,683 

595 

582,141 

19 

68,041 

2.25 

1.33 

25% 

Dean  H  Mitchell 

90,000 

734 

544,652 

21 

113,700 

0.09 

3.86 

2.60 

41% 

Willis  A  Strauss 

160,000 

414 

1,584,151 

38 

3,562 

2.29 

0.62 

18»/4 

Benjamin  H  Paddock  III 

61,716 

828 

213,246 

10 

115,748 

2.75 

1.73 

3oy2 

Robert  H  Engels 

130,833 

525 

1,185,998 

37 

22,806 

2.57 

1.00 

23% 

Thomas  V  Jones 

197,834 

298 

1,657,140 

40 

49,026 

3.65 

1.45 

-  61% 

Henry  T  Rutledge 

117,724 

594 

996,269 

50 

71,007 

4.01 

0.54 

303/4 

Ben  W  Heineman 

300,000 

82 

1,171,200 

19 

98,736 

0.83 

0.45 

35% 

Donald  W  Nyrop 

200,000 

276 

1,025,186 

27 

7,950 

1.55 

0.30 

24V2 

Edwin  Duncan  Sr 

25,000 

849 

233,063 

17 

25,149 

2.70 

1.50 

32% 

Robert  Cushman 

130,008 

529 

1,160,503 

27 

72,956 

1.69 

0.13f 

41% 

David  J  Mahoney 

380,093 

33 

1,594,142 

23 

21,115 

3.52 

1.20 

35V4 

Edward  B  Smith 

190,000 

315 

2,162,750 

45 

132,515 

-0.17 

-0.16 

0.13 

11% 

Armand  Hammer 

250,000 

157 

2,000,671 

27 

28,340 

0.05 

1.31 

0.15 

69y2 

Alden  J  Laborde 

165,105 

388 

564,202 

9 

40,530 

-0.13 

1.63 

0.60 

13% 

Ralph  E  Ablon 

319,891 

59 

2,216,303 

25 

28,314 

'     -0.03 

4.69 

0.90 

53i/2 

Howard  L  Sloneker  Jr 

89,500 

743 

352,116 

11 

91,594 

1.91 

1.54 

23% 

D  Bruce  Mansfield 

124,998 

562 

580,529 

19 

51,517 

1.86 

1.28 

28V2 

Donald  S  Kennedy 

85,000 

764 

574,889 

25 

8,927 

2.38 

0.67f 

3iy4 

Richard  M  Gillett 

100,000 

670 

356,750 

20 

-1,292 

-3.43 

-2.17 

0.88 

18% 

James  F  Towey 

319,583 

60 

3,257,459 

44 

38,404 

3.50 

2.00 

421/4 

RalphAWeller 

203,948 

268 

1,564,095 

36 

44,833 

0.25 

3.75 

1.04 

42 

William  C  Scott 

195,987 

303 

1,814,440 

22 

61,643 

. 

2.42 

0.78 

54% 

Lauris  Norstad# 

200,000 

276 

2,219,882 

45 

133,977 

0.29 

4.24 

1.39 

41% 

Edwin  D  Dodd 

253,033 

150 

3,011,585 

45 

41,542 

-0.06 

2.93 

0.83 

75i/2 

James  C  Windham 

175,000 

358 

816,577 

25 

#  New  CEO 
include  all 

in  1973.  Net  profits  and  earnings  per  share 
extraordinary  credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

1972 

Assets 

Revenues 

Common 
Market  Value 

Net  Profits 

Market 

Net 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

346 

480 

357 

PACCAR  (Dec) 

267,556 

594,699 

354,750 

29,820 

45 

149 

65 

22 

Pacific  Gas  &  Electric  (Dec) 

4,993,094 

1,350,613 

1,992,931 

215,344 

262 

257 

403 

255 

Pacific  Lighting  (Dec) 

1,357,028 

808,957 

< 

434,612 

43,521 

308 

■ 

374 

235 

Pacific  Power  &  Light  (Dec) 

1,125,952 

197,950 

472,975 

46,621 

178 

156 

473 

■ 

Pan  American  World  Airways  (Dec) 

1,764,074 

1,305,273 

361,611 

-30,844 

304 

398 

269 

98 

Panhandle  Eastern  Pipe  Line  (Dec) 

1,143,486 

499,649 

652,095 

86,105 

■ 

473 

■ 

■ 

Parkview-Gem  (July) 

70,155 

395,400 

5,300 

-4,165 

58 

88 

■ 

■ 

Penn  Central  (Dec) 

4,310,881 

1,825,456 

75,344 

-222,830 

143 

15 

26 

38 

J  C  Penney  (Jan) 

2,153,680 

5,529,622 

5,130,318 

162,633 

238 

■ 

372 

187 

Pennsylvania  Power  &  Light  (Dec) 

1,475,104 

345,792 

481,038 

57,921 

■ 

437 

■ 

■ 

Pennwalt  (Dec) 

394,551 

441,010 

214,011 

16,072 

181 

256 

304 

184 

Pennzoil  Company  (Dec)25 

1,733,876 

809,705 

590,961 

58,655 

226 

315 

292 

168 

Peoples  Gas  (Sept) 

1,522,841 

652,534 

608,462 

63,430 

372 

142 

61 

134 

PepsiCo  (Dec) 

935,552 

1,400,115 

2,053,014 

71,718 

■ 

■ 

303 

■ 

Perkin-Elmer  (July) 

148,113 

204,656 

591,613 

12,077 

■ 

270 

■ 

■ 

Pet  (Mar) 

401,357 

770,223 

234,869 

16,253 

■ 

■ 

326 

■ 

Petrie  Stores  (Jan) 

61,300 

168,975 

548,340 

14,190 

280 

190 

46 

81 

Pfizer  (Dec) 

1,267,409 

1,093,360 

2,959,061 

103,238 

331 

273 

203 

107 

Phelps  Dodge  (Dec) 

1,043,087 

765,811 

807,739 

82,213 

95 

301 

153 

76 

Philadelphia  Electric  (Dec) 

2,784,895 

685,038 

1,017,585 

107,974 

82 

■ 

■ 

441 

Philadelphia  National  Corp  (Dec)26 

3,232,853 

164,133 

260,934 

22,267 

188 

138 

44 

57 

Philip  Morris  (Dec) 

1,701,494 

1,408,295 

3,219,002 

124,466 

79 

48 

40 

45 

Phillips  Petroleum  (Dec) 

3,269,619 

2,512,742 

3,345,298 

148,428 

290 

■ 

■ 

Pillsbury  (May) 

407,063 

717,837 

271,688 

16,914 

134 

■ 

■ 

471 

Pittsburgh  National  (Dec) 

2,275,532 

131,439 

224,585 

20,281 

331 

426 

365 

Pittston  (Dec) 

482,974 

625,033 

410,517 

28,585 

366 

29 

261 

Polaroid  (Dec) 

651,802 

562,119 

4,142,954 

42,534 

■ 

471 

■ 

Ponderosa  System  (Feb) 

37,781 

71,111 

363,000 

6,021 

■ 

■ 

437 

Portland  General  Electric  (Dec) 

568,671 

112,443 

232,313 

22,569 

494 

■ 

■ 

Potlatch  Forests  (Dec) 

357,339 

377,433 

187,846 

16,585 

296 

■ 

450 

248 

Potomac  Electric  Power  (Dec) 

1,215,614 

272,717 

389,264 

44,860 

255 

143 

165 

104 

PPG  Industries  (Dec) 

1,394,585 

1,395,921 

976,801 

82,675 

■ 

■ 

497 

■ 

Prentice-Hall  (Dec) 

113,346 

144,059 

334,978 

14,260 

126 

29 

11 

16 

Procter  &  Gamble  (June) 

2,360,458 

3,514,438 

9,134,192 

276,310 

384 

379 

396 

361 

Provident  Life  &  Accident  (Dec) 

900,391 

535,591 

442,800 

29,045 

214 

■ 

■ 

■ 

Provident  National  Corp  (Philadelphia)  (Dec) 

1,586,564 

123,696 

140,942 

14,878 

348 

■ 

465 

311 

Public  Service  Company  of  Colorado  (Dec) 

993,860 

268,291 

367,816 

36,598 

411 

■ 

349 

308 

Public  Service  Company  of  Indiana  (Dec) 

838,497 

221,245 

512,881 

36,751 

75 

213 

148 

61 

Public  Service  Electric  &  Gas  NJ  (Dec) 

3,400,481 

970,904 

1,041,699 

122,282 

■ 

403 

■ 

■ 

Pueblo  International  (Jan) 

119,008 

495,518 

27,132 

-695 

■ 

275 

■ 

■ 

Pullman  (Dec) 

509,327 

758,713 

225,318 

17,828 

■ 

269 

178 

325 

Quaker  Oats  (June) 

520,686 

771,159 

925,920 

34,244 

■ 

■ 

294 

■ 

Quaker  State  Oil  Refining  (Dec) 

147,950 

166,921 

606,171 

15,207 

85 

27 

48 

40 

RCA  Corp  (Dec) 

3,132,761 

3,838,180 

2,895,099 

158,104 

373 

86 

102 

186 

Ralston  Purina  (Sept) 

932,985 

1,833,432 

1,428,937 

58,246 

■ 

■ 

387 

■ 

Ramada  Inns  (Dec) 

334,876 

137,880 

454,228 

13,628 

192 

68 

■ 

447 

Rapid-American  (Jan) 

1,687,179 

2,088,735 

178,605 

21,467 

■ 

131 

343 

298 

Raytheon  (Dec) 

631,129 

1,465,031 

523,373 

37,899 

456 

■ 

■ 

■ 

Republic  National  Bank  of  New  York  (Dec) 

732,646 

48,119 

110,446 

8,090 

70 

■ 

484 

478 

Republic  National  Bank  of  Dallas  (Dec) 

3,649,182 

157,502 

349,889 

20,017 

173 

113 

422 

259 

Republic  Steel  (Dec) 

1,798,643 

1,595,737 

418,554 

43,061 

■    Not  on  500  list.          t   Plus  stock. 

All  per-share  data  adjusted  for  stock  splits  a 

nd  dividends  through  May  15,  1973. 

25)  Formerly  Penn/oil  United. 

26)  Formerly  PNB  Corp  Phila. 
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A  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1972 


His  Total 


Ranked 


Officers  &  Directors 
As  a  Group 
Total 


Cash  Flow 

Extraordinary 

Market 

Remuneration!; 

Among  850 

Remuneration 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

<$) 

In  Group 

33,962 

3.61 

0.57 

43 

Charles  Pigott 

N.A. 

N.A. 

357,805 

3.02 

1.70 

32% 

Shermer  L  Sibley 

165,000 

389 

1,460,421 

39 

83,301 

2.23 

1.66 

25% 

Paul  A  Miller 

141,175 

484 

765,487 

21 

66,906 

2.18 

1.46 

25 

Don  C  Frisbee 

110,000 

633 

834,239 

28 

103,173 

-0.05 

-0.77 

none 

9 

William  T  Seawell 

127,500 

544 

2,132,652 

57 

141,503 

2.01 

5.77 

1.83 

45 

Richard  L  O'Shields 

146,481 

469 

1,424,357 

31 

-2,056 

-0.75 

-3.14 

none 

4 

Irving  Wiggs 

125,000 

554 

1,048,543 

33 

-134,154 

0.00 

none 

3% 

Archibald  D  Johnson 

25,000 

849 

70,100 

8 

215,133 

2.86 

1.04 

903/8 

William  M  Batten 

551,196 

7 

4,454,672 

30 

99,367 

2.48 

1.62 

251/4 

Jack  K  Busby 

95,000 

709 

864,260 

34 

31,545 

1.58 

1.20 

29% 

William  P  Drake 

176,717 

355 

838,477 

22 

130,326 

1.80 

0.80 

263/4 

J  Hugh  Liedtke 

215,000 

236 

2,566,526 

46 

124,824 

3.95 

2.16 

37% 

Remick  McDowell# 

189,000 

316 

940,778 

19 

105,714 

3.05 

1.00 

87% 

Donald  M  Kendall 

327,800 

52 

2,499,900 

30 

16,059 

0.78 

0.21 

38i/4 

Chester  W  Nimitz  Jr 

151,745 

440 

1,222,367 

26 

30,610 

-0.85           2.41 

1.33 

363/4 

Boyd  F  Schenk 

185,000 

324 

1,763,435 

32 

14,190 

0.00 

0.42 

78 

Milton  J  Petrie 

85,800 

762 

734,145 

23 

136,238 

1.50 

0.67 

42% 

Edmund  T  Pratt  Jr 

215,025 

235 

1,918,887 

20 

116,456 

4.01 

2.10 

39% 

George  B  Munroe 

205,432 

264 

990,582 

22 

168,489 

2.08 

1.64 

223/4 

Robert  F  Gilkeson 

140,947 

486 

1,009,773 

29 

24,625 

4.11 

1.87 

48% 

G  Morris  Dorrance  Jr 

117,104 

601 

1,079,848 

41 

152,605 

4.67 

1.25 

II81/4 

Joseph  F  Cullman  3rd 

320,276 

58 

3,624,985 

42 

371,527 

1.98 

1.30 

44% 

William  W  Keeler  # 

342,000 

44 

2,651,799 

30 

34,677 

0.08           3.20 

1.46 

521/2 

Robert  J  Keith  # 

185,895 

321 

2,554,407 

54 

22,703 

3.27 

1.42 

36i/2 

Merle  E  Gilliand 

144,623 

475 

654,861 

30 

58,187 

0.27            1.70 

0.60f 

25% 

Nicholas  T  Camicia 

159,000 

420 

697,740 

24 

74,552 

1.30 

0.32 

126% 

Edwin  H  Land 

159,970 

418 

1,354,309 

28 

7,439 

1.40 

none 

82% 

Gerald  S  Office  Jr 

100,000 

670 

450,939 

16 

29,081 

2.11 

1.41 

22% 

Frank  M  Warren 

100,000 

670 

601,450 

27 

34,604 

2.24 

1.00 

253/4 

Richard  B  Madden 

150,000 

447 

1,389,697 

33 

80,421 

1.53 

1.02 

16 

W  Reid  Thompson 

134,100 

516 

741,663 

27 

148,676 

3.99 

1.46 

47 

Robinson  F  Barker 

294,720 

92 

3,174,829 

55 

15,446 

-0.27 

1.38 

0.79 

32% 

Frank  J  Dunnigan 

131,613 

522 

642,123 

13 

341,090 

3.38 

1.53 

111% 

Howard  J  Morgens 

486,450 

11 

4,591,228 

33 

29,045 

1.14 

7.38 

0.95 

120 

Henry  C  Unruh 

97,550 

698 

483,781 

16 

16,583 

3.68 

1.56 

38 

William  G  Foulke 

99,699 

688 

694,774 

27 

64,237 

2.01 

1.14 

233/4 

Robert  T  Person 

105,000 

650 

496,433 

22 

62,816 

3.10 

2.20 

433/4 

Carroll  H  Blanchar 

110,833 

631 

795,754 

21 

213,319 

2.44 

1.70 

233/4 

Edward  R  Eberle 

130,682 

526 

929,603 

28 

4,866 

-0.15 

0.29 

6 

Harold  Toppel 

125,000 

554 

631,294 

18 

28,053    . 

3.72 

2.00 

47 

Samuel  B  Casey  Jr 

133,800 

517 

726,780 

21 

49,637  * 

1.77 

0.69 

45 

Robert  D  Stuart  Jr 

221,067 

214 

2,262,085 

37 

21,971 

1.09 

0.42 

43 

Lee  R  Forker 

86,600 

758 

470,333 

15 

388,021 

2.05 

1.00 

38% 

Robert  W  Sarnoff 

475,000 

14 

5,062,377 

45 

90,739 

-0.14 

1.73 

0.70 

44% 

R  Hal  Dean 

247,500 

165 

1,600,498 

38 

19,642 

0.62 

0.12 

2OV4 

M  William  Isbell 

54,347 

838 

558,800 

19 

43,185 

-0.97 

2.36 

none 

201/4 

Meshulam  Riklis 

473,324 

15 

1,761,288 

13 

66,243       . 

-0.21 

2.38 

0.60 

33% 

Thomas  L  Phillips 

231,131 

192 

2,514,352 

42 

9,006 

3.60 

none 

49 

Peter  White 

64,304 

824 

358,370 

12 

22,930 

2.13 

1.04 

371/4 

James  W  Aston 

178,096 

352 

1,908,022 

62 

120,551 

2.66 

1.25 

25% 

Willis  B  Boyer 

225,000 

206 

1,635,770 

25 

N.A.   Not  available.  #  New  CEO  in  1973.  Net  profits  and  earnings 
per  share   include   all   extraordinary  credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1972 

, « , 

Market        Net 
Assets   Revenues   Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


160 
125 


■  499  ■  D  S  Revco  (May) 

482  ■  ■  Revere  Copper  and  Brass  (Dec) 

438  171  302  Revlon(Dec) 

173  ■  ■  Reynolds  Metals  (Dec) 

69  56  20  R  J  Reynolds  Industries  (Dec) 


90,359 

484,343 

462,584 

1,963,243 

2,365,945 


258,912 

390,921 

440,999 

1,162,183 

2,072,312 


332,734 

50,499 

953,380 

275,648 

2,162,984 


9,074 

-9,444 

37,682 

191 

237,471 


307 
301 


434 


498 


189 

468 

■ 

359 
331 


309 
366 


417 


Richardson-Merrell  (June)  401,003  449,586  862,006  36,740 

Richmond  Corp  (Dec)  1,133,511  260,817  365,731  28,555 

Riggs  National  Bank  Washington  DC  (Dec)  1,183,077  67,801  106,401  12,406 

Rite  Aid  (Feb)  101,613  214,352  496,931  9,169 

Roadway  Express  (Dec)  163,491  373,544  540,760  23,642 


■  ■  166  431  A  H  Robins  (Dec) 

■  ■            ■  482  Rochester  Gas  &  Electric  (Dec) 
229           56  242  99  Rockwell  International  (Sept)27 
490  333  135  239  Rohm  &  Haas  (Dec) 

■  ■  394  ■  Rollins  (Apr) 


157,796 
523,274 
1,515,128 
682,979 
108,571 


166,700 
191,836 
2,362,938 
618,635 
140,558 


964,285 
185,637 
710,308 
1,134,483 
446,366 


22,800 
19,951 
86,083 
46,422 
12,217 


342 
305 


388 
13 


389 
477 
329 
220 
139 


455 


202 

89 

394 


Rorer-Amchem  (Dec) 
Royal  Crown  Cola  (Dec) 
Ryder  System  (Dec) 
Safeco  (Dec) 
Safeway  Stores  (Dec) 
St  Joe  Minerals  (Dec) 


139,218 
87,834 

460,000 
1,003,993 
1,137,375 

271,511 


168,835 
191,402 
369,643 
517,429 
6,057,633 
205,042 


453,380 
358,425 
542,615 
752,663 
1,112,433 
234,509 


21,042 
11,742 
16,711 
52,979 
91,056 
25,999 


194  311  145  172  St  Paul  Companies  (Dec) 

337  199  286  273  St  Regis  Paper  (Dec) 

482          ■  ■  410  San  Diego  Gas  &  Electric  (Dec) 

129  211  199  110  Santa  Fe  Industries  (Dec) 

■  ■  466          ■  R  P  Scherer  (Mar) 

■  395  35  121  Schering-Plough  Corp  (Dec) 


1,685,220 
1,028,039 

695,201 

2,350,637 

60,791 

459,268 


664,447 
1,023,255 
197,069 
972,841 
67,914 
504,152 


1,061,606 
625,129 
232,875 
825,066 
366,975 

3,602,415 


62,327 
41,320 
24,386 
80,966 
6,503 
77,349 


■  336  83  304  Jos  Schlitz  Brewing  (Dec) 
380  263  43  138  Schlumberger  Limited  (Dec) 

■  228  ■  ■  SCM(June) 

■  345  ■  ■  Scot  Lad  Foods  (June) 
395  254  336  292  Scott  Paper  (Dec) 

■  378  ■  ■  Scovill  Manufacturing  (Dec) 


17 


142 
44 


342 


23 
313 


423,254 
914,963 
515,149 
90,729 
867,791 
318,806 


611,277 
792,583 
917,817 
600,005 
813,791 
537,279 


1,695,560 

3,295,196 

149,930 

46,538 

531,545 

192,500 


264 
288 
489 

■ 
34 


193 


17 


Security  Pacific  Corp  (Dec)29 
Sedco  (June) 
Seven-Up  (Dec) 
Shawmut  Association  (Dec) 
Shell  Oil  (Dec) 
Sherwin-Williams  (Aug) 


11,688,925 

253,472 

68,191 

2,179,900 

5,171,600 

424,201 


603,513 
126,589 
119,826 
118,018 
4,075,898 
658,285 


666,343 
621,823 
345,586 
101,280 
3,698,520 
275,935 


37,539 
70,233 
151 
5,360 
38,604 
17,522 


137  184  253  105  Seaboard  Coast  Line  Industries  (Dec)  2,236,239  1,122,099  689,137  82,396 

■  ■  109  271  G  D  Searle  (Dec)  313,824  271,878  1,384,071  41,891 

23  5  6  7  Sears,  Roebuck  (Jan)  9,326,162  10,991,001  18,213,392  621,812 

83  ■  ■  426  Seattle-First  National  Bank  (Dec)  3,179,671  189,692  295,875  23,212 

140  ■  ■  ■  Security  National  Bank  Hempstead  LI  (Dec)28  2,185,110  113,463  152,779  13,985 

452  ■  ■  ■  Security  New  York  State  Corp  (Dec)  737,415  46,022  31,303  4,315 


55,715 
13,477 
11,849 
11,781 
260,480 
18,237 


267 


202 


134 


59 


405 


420 
474 
224 
131 
470 


278 


95 
487 


Signal  Companies  (Dec) 
Signode  (Dec) 
Simplicity  Pattern  (Jan) 
Singer  (Dec) 
Skyline  (May) 
A  0  Smith  (Dec) 


1,327,916 
209,069 
102,709 

1,608,900 

82,623 

302,070 


1,438,230 
274,145 
103,683 

2,217,500 
326,812 
492,770 


419,305 
359,593 
738,195 
1,151,376 
364,219 
107,800 


40,459 
17,521 
14,550 
87,500 
19,773 
9,944 


■   Not  on  500  list.         f  Plus  stock. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1973. 


27)  Formerly  North  American  Rockwell. 

28)  Formerly  Security  National  Bank  Huntington  LI. 

29)  Formerly  Security  Pacific  National  Bank  Cat. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1972 

His  Total 

Remuneration^ 

Ranked 
Among  850 

As  a  Grc 
Total 
Remuneration 

tup 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

11,581 

1.50 

0.28 

53 

Sidney  D  Workin 

96,231 

703 

720,253 

22 

3,220 

-1.70 

none 

9 

John  H  Eikenberg 

166,641 

384 

993,454 

25 

44,980 

2.88 

1.00 

73 

Charles  Revson 

255,000 

147 

1,640,729 

23 

74,212 

-0.19 

0.45 

16 

Richard  S  Reynolds  Jr 

128,656 

539 

1,721,351 

38 

307,942 

5.32 

2.50 

51% 

Alexander  H  Galloway 

334,342 

49 

2,055,245 

20 

45,678 

3.12 

1.03 

76V4 

Harry  R  Marschalk 

219,978 

219 

1,746,510 

25 

28,555 

0.22 

4.44 

1.04 

573/4 

Warren  M  Pace 

123,238 

570 

916,959 

32 

13,260 

4.82 

1.65 

43i/2 

Lewellyn  A  Jennings 

115,250 

608 

751,121 

35 

11,293 

0.91 

0.08 

48i/2 

Alex  Grass 

80,500 

782 

629,143 

21 

37,253 

1.20 

0.15 

27% 

Galen  J  Roush 

30,050 

848 

2,349,531 

28 

26,289 

0.90 

0.21 

373/4 

E  Claiborne  Robins 

113,582 

620 

873,541 

17 

34,516 

0.09 

2.14 

1.17t 

223/4 

Francis  E  Drake  Jr 

118,500 

593 

882,000 

32 

143,860 

0.37 

3.41 

1.55 

323/8 

Willard  F  Rockwell  Jr 

310,000 

72 

2,782,487 

34 

91,324 

3.62 

0.82 

89 

Vincent  L  Gregory  Jr 

147,892 

465 

1,614,405 

27 

16,361 

1.00 

0.15 

363/4 

0  Wayne  Rollins 

180,000 

346 

382,604 

8 

24,907 
17,408 
69,031 
58,417 
91,056 
35,795 


0.18 
0.14 


1.51 
1.48 
1.32 
4.00 
3.55 
3.06 


0.75 
0.56 
0.26 
0.78 
1.35 
1.50 


323/8 

45 

431/4 

563/8 

431/4 

27% 


John  W  Eckman 
William  C  Durkee 
James  A  Ryder 
Gordon  H  Sweany 
Quentin  Reynolds 
John  C  Duncan 


129,100 
123,750 
106,400 
139,777 
203,949 
136,667 


536 
567 
646 
495 
267 
507 


591,431 

863,133 

1,192,027 

691,442 

3,112,344 

1,151,577 


16 
27 
29 
23 
57 
27 


62,327 

5.94 

1.28 

IOIV4 

Ronald  M  Hubbs# 

160,010 

412 

1,227,457 

35 

88,046 

2.92 

1.60 

451/4 

George  J  Kneeland 

121,666 

577 

2,549,275 

42 

45,397 

1.90 

1.11 

2OV4 

Walter  A  Zitlau 

82,496 

778 

580,665 

25 

150,877 

3.23 

1.60 

331/4 

Ernest  S  Marsh  # 

204,420 

265 

755,370 

17 

8,419 

0.04 

0.66 

0.11 

371/2 

R  P  Scherer  Jr 

127,257 

546 

214,085 

7 

88,908 

1.45 

0.47 

681/2 

Willibald  H  Conzen 

328,600 

51 

924,718 

17 

54,193 
126,128 
23,920 
9,515 
83,118 
32,064 


-0.29 
-1.11 


1.29 
1.94 
0.02 
2.42 
1.11 
2.20 


0.55 
0.49 
none 
0.58 
0.50 
0.73 


58% 
901/2 
16% 
2IV4 
15% 
28 


Robert  A  Uihlein  Jr 
Jean  Riboud 
Paul  H  Elicker 
Walter  R  Schaub 
Charles  D  Dickey  Jr 
Malcolm  Baldrige 


300,846 
229,166 
123,588 
89,518 
139,682 
205,796 


80 
199 
569 
742 
497 
263 


1,941,339 
1,581,724 
931,206 
592,016 
1,614,680 
1,048,774 


39 
26 
20 
24 
39 
18 


137,201 
48,833 

741,652 

27,194 

15,409 

5,142 


0.05 


5.96 
1.01 
3.98 
5.16 
3.00 
2.50 


2.20 

0.43 

1.55 

1.80 

l.OOf 

1.04 


493/4 
341/4 
116 
653/4 

323/4 

23 


W  Thomas  Rice 
Daniel  C  Searle 
Gordon  M  Metcalf  # 
William  M  Jenkins 
Patrick  J  Clifford 
J  Wallace  Ely 


207,753 
131,333 
477,930 
137,072 
163,926 
84,110 


258 
524 
13 
505 
401 
770 


769,198 
1,201,324 
4,124,082 
804,586 
926,105 
582,100 


33 
23 
34 
34 
32 
32 


65,091 
30,748 
12,951 
13,320 
657,285 
30,756 


-0.42 


2.73 
1.42 
1.10 
6.14 
3.86 
3.21 


1.28 
0.08 
0.42 
3.00 
2.40 
2.00 


33i/8 
613/4 
331/2 
523/4 
54% 
51% 


Frederick  G  Larkin  Jr 
William  P  Clements  Jr 
Ben  H  Wells 
D  Thomas  Trigg 
Harold  N  Bridges 
Walter  0  Spencer 


190,246 
90,670 

115,000 
88,794 

325,000 

207,600 


314 
732 
609 
747 
54 
259 


954,938 
615,353 
698,663 
669,041 
3,233,244 
1,252,432 


27 
17 
18 
32 
46 
28 


82,522 

-0.10 

1.80 

0.60f 

2IV4 

Forrest  N  Shumway 

200,300 

275 

1,859,771 

26 

29,412 

2.48 

0.76 

50% 

John  H  Leslie 

126,308 

550 

1,179,864 

26 

16,964 

-0.01 

1.09 

0.31 

551/4 

James  J  Shapiro 

147,700 

466 

521,585 

11 

154,100 

. 

4.82 

2.40 

721/4 

Donald  P  Kircher 

248,850 

161 

2,998,852 

36 

21,448 

1.76 

0.22 

32% 

Arthur  J  Decio 

257,414 

141 

701,772 

10 

21,328 

2.02 

0.73 

21% 

Lloyd  B  Smith 

165,666 

387 

1,803,585 

34 

#  New  CEO  in  1973.  Net  profits  and  earnings  per  share 
include  all   extraordinary  credits  or  charges  to   income. 
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The  Dimension's  of  American  Business 


WHERE  THEY  RANK:  1972 

, * V 

Market        Net 
Assets    Revenues    Value       Profits 


Company  (and  month  fiscal  year  ended) 


Common 

Assets 

Revenues 

Market  Value 

Net  Profits 

($000) 

($000) 

($000) 

($000) 

236 
475 
423 


467 


186 
354 


224 


381 


SmithKline  Corp  (Dec)30 

Snap-On  Tools  (Dec) 

Society  Corp  (Dec) 

South  Carolina  Electric  &  Gas  (Dec) 

South  Carolina  National  Corp  (Dec)31 


353,979 

74,807 

1,480,353 

711,667 

808,121 


402,328 
105,090 

85,316 
180,383 

48,299 


870,955 
509,283 
48,780 
290,515 
103,727 


48,934 
11,030 

6,890 
26,783 

7,242 


165           ■  ■  ■  Southeast  Banking  Corporation  (Dec) 

390          ■  ■  ■  Southern  Cal  First  National  Corp  (Dec) 

66  225  123  49  Southern  California  Edison  (Dec) 

52  208  104  66  Southern  Company  (Dec) 

434  485  265  229  Southern  Natural  Gas  (Dec) 


1,914,770 

873,598 

3,776,848 

4,502,086 

786,343 


107,125 
63,031 
931,216 
983,233 
389,807 


294,853 

49,707 

1,220,029 

1,423,844 

660,919 


14,321 

4,452 

137,350 

120,505 

48,007 


367 

■ 

409 

287 

Southern  New  England  Telephone  (Dec) 

950,635 

364,429 

429,656 

39,265 

78 

132 

126 

75 

Southern  Pacific  (Dec) 

3,293,259 

1,449,389 

1,173,568 

108,208 

183 

285 

245 

182 

Southern  Railway  Company  (Dec) 

1,730,739 

723,798 

708,778 

59,449 

■ 

162 

368 

469 

Southland  Corp  (Dec) 

389,353 

1,226,850 

489,448 

20,366 

206 

■ 

■ 

■ 

Southwest  Bancshares  (Houston)  (Dec) 

1,606,010 

74,867 

186,752 

13,659 

283 

■ 

412 

454 

Southwestern  Life  Corp  (Dec)32 

1,253,527 

263,507 

427,445 

21,069 

■ 

■ 

■ 

460 

Southwestern  Public  Service  (Aug) 

397,016 

103,472 

275,282 

20,782 

■ 

349 

■ 

286 

Sperry  &  Hutchinson  (Dec) 

607,272 

592,433 

293,427 

39,390 

199 

89 

87 

174 

Sperry  Rand  (Mar) 

1,653,818 

1,823,937 

1,651,939 

60,780 

■ 

471 

■ 

■ 

Springs  Mills  (Dec) 

357,668 

398,899 

125,760 

13,248 

■ 

■ 

192 

318 

Square  D  (Dec) 

233,707 

340,267 

847,424 

35,100 

396 

266 

53 

133 

Squibb  Corporation  (Dec) 

867,297 

782,662 

2,346,840 

72,004 

469 

172 

226 

253 

Standard  Brands  (Dec) 

718,518 

1,168,972 

733,939 

44,011 

28 

14 

18 

9 

Standard  Oil  (Calif)  (Dec) 

8,079,875 

5,829,487 

6,749,174 

547,070 

36 

19 

21 

14 

Standard  Oil  (Indiana)  (Dec) 

6,186,242 

4,503,372 

6,109,163 

374,740 

172 

133 

119 

188 

Standard  Oil  (Ohio)  (Dec) 

1,802,418 

1,446,636 

1,248,263 

57,467 

■ 

470 

486 

483 

Stanley  Works  (Dec) 

277,776 

399,000 

347,422 

19,944 

223 

■ 

■ 

■ 

State  Street  Boston  Financial  Corp  (Dec) 

1,531,469 

90,266 

90,276 

9,229 

■ 

375 

390 

332 

Stauffer  Chemical  (Dec) 

578,481 

542,575 

451,770 

33,473 

■ 

288 

59 

144 

Sterling  Drug  (Dec) 

494,581 

720,840 

2,146,054 

68,983 

■ 

217 

■ 

■ 

J  P  Stevens  (Oct) 

644,360 

957,719 

211,282 

5,821 

■ 

206 

■ 

■ 

Stop  &  Shop  Companies  (Jan) 

103,261 

994,469 

54,783 

6,400 

■ 

■ 

■ 

416 

Storer  Broadcasting  (Dec) 

207,721 

83,770 

178,384 

23,775 

■ 

396 

355 

404 

Levi  Strauss  (Nov) 

307,061 

504,104 

507,280 

25,023 

389 

234 

■ 

342 

Studebaker-Worthington  (Dec) 

876,511 

879,375 

196,729 

31,328 

442 

■ 

■ 

■ 

Suburban  Bancorp  (Dec)33 

768,124 

48,427 

122,311 

8,521 

91 

80 

97 

43 

Sun  Oil  (Dec) 

2,979,804 

1,917,977 

1,509,827 

154,709 

■ 

428 

378 

■ 

Sunbeam  (Mar) 

361,627 

453,209 

463,692 

18,304 

■ 

163 

■ 

■ 

Super  Valu  Stores  (Feb) 

155,787 

1,224,364 

92,136 

8,447 

■ 

■ 

107 

■ 

Superior  Oil  (Dec) 

572,038 

143,762 

1,397,435 

-3,245 

■ 

169 

■ 

■ 

Supermarkets  General  (Jan) 

1,194,400 

98,698 

4,180 

■ 

■ 

467 

421 

Sybron  (Dec) 

325,406 

356,314 

366,205 

23,315 

472 

■ 

■ 

■ 

Talcott  National  (Dec) 

716,272 

86,201 

58,193 

-20,289 

■ 

■ 

■ 

473 

Tampa  Electric  (Dec) 

510,193 

127,179 

245,385 

20,194 

■ 

■ 

114 

388 

Tampax  (Dec) 

91,224 

106,914 

1,314,470 

26,281 

■ 

453 

356 

■ 

Tandy  (June) 

281,791 

423,248 

506,322 

15,636 

■ 

■ 

464 

■ 

Technicon  (Dec) 

134,365 

109,127 

369,460 

11,732 

■ 

460 

■ 

419 

Tecumseh  Products  (Dec) 

188,518 

408,642 

324,492 

23,460 

■ 

■ 

431 

■ 

Tektronix  (May) 

168,653 

164,267 

408,100 

11,218 

303 

165 

376 

189 

Teledyne  (Oct) 

1,144,986 

1,215,991 

468,253 

57,444 

■ 

■ 

335 

■ 

Teleprompter  (Dec) 

239,662 

61,062 

531,634 

12,579 

■    Not  on  500  list.  t   Plus  stock. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1973. 


30)  Formerly  Smith  Kline  &  French  Laboratories. 

31)  Formerly  South  Carolina  National  Bank. 

32)  Formerly  Southwestern  Life  Insurance. 

33)  Formerly  Suburban  Trust  (Maryland). 
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21,268 
17,975 
28,284 
18,074 
93,878 
21,246 


PER  SHARE  DATA:  1972 


His  Total 


Ranked 


Officers  &  Directors 
As  a  Group 
Total 


Cash  Flow 

Extraordinary 

Market 

Remuneration!: 

Among  850 

Remuneration 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

57,193 

3.28 

2.00 

583/8 

Robert  F  Dee 

193,369 

309 

1,685,433 

27 

13,113 

1.16 

0.38 

53V4 

Robert  L  Grover 

148,154 

464 

608,383 

9 

8,713 

3.54 

1.20 

30 

Walter  F  Lineberger  Jr 

90,000 

734 

606,296 

33 

44,980 

1.98 

1.37 

2478 

Arthur  M  Williams  Jr 

103,390 

657 

804,702 

36 

8,589 

2.22 

0.70 

31% 

John  H  Lumpkin 

91,415 

725 

410,099 

8 

17,061 

1.80 

0.72 

37 

Harry  H  Bassett 

117,221 

599 

828,270 

5 

5,866 

1.21 

0.70 

13% 

Lloyd  L  Schunemann 

75,000 

799 

557,234 

39 

241,784 

2.55 

1.56 

273/4 

Jack  K  Horton 

165,000 

389 

1,176,319 

31 

235,448 

1.88 

1.30 

20% 

Alvin  W  Vogtle  Jr 

120,833 

580 

642,573 

23 

84,517 

4.70 

1.45 

653/4 

John  S  Shaw  Jr 

220,064 

216 

988,401 

25 

92,963 

3.88 

2.63 

43 

Alfred  W  Van  Sinderen 

100,000 

670 

685,875 

26 

209,583 

4.06 

2.08 

44 

Benjamin  F  Biaggini 

290,300 

96 

1,210,460 

22 

118,086 

3.94 

1.66 

493/8 

W  Graham  Claytor  Jr 

197,453 

300 

1,601,590 

35 

38,228 

1.32 

0.23f 

303/4 

John  P  Thompson 

244,481 

172 

1,228,905 

15 

15,487 

0.12 

2.23 

0.90 

30% 

Aylmer  G  McNeese  Jr 

162,275 

406 

574,446 

15 

21,401 

2.04 

0.79 

41% 

William  H  Seay 

100,367 

667 

360,604 

22 

33,044 

0.97 

0.76 

14% 

Roy  Tolk 

78,167 

791 

442,780 

24 

48,531 

3.59 

1.00 

293/8 

William  S  Beinecke 

200,000 

276 

2,806,659 

45 

198,112 

1.77 

0.60 

48% 

J  Paul  Lyet 

225,669 

204 

1,229,765 

22 

32,016 

-0.11 

1.53 

0.80 

14% 

H  William  Close 

160,342 

410 

2.579,870 

47 

40,047 

1.53 

1.06 

36% 

Mitchell  P  Kartalia 

217,500 

227 

1,112,481 

23 

91,153 

0.02 

3.23 

1.52 

106 

Richard  M  Furlaud 

325,000 

54 

2,578,000 

28 

63,115 

3.20 

1.66 

53% 

Henry  Weigl 

260,000 

132 

1,023,834 

23 

924,050 

6.45 

2.90 

79% 

Otto  N  Miller 

275,000 

112 

2,685,687 

34 

758,617 

5.37 

2.39 

87i/2 

John  E  Swearingen 

427,500 

20 

2,948,133 

31 

128,343 

-0.12 

3.14 

2.70 

92% 

Charles  E  Spahr 

342,447 

43 

2,100,969 

33 

31,810 

2.57 

0.82f 

44% 

Donald  W  Davis 

175,873 

356 

1,309,419 

32 

11,253 

4.90 

2.40 

48i/4 

George  B  Rockwell 

97,875 

697 

1,062,255 

38 

63,963 

3.35 

1.80 

461/4 

Roger  W  Gunder 

200,000 

276 

1,499,681 

33 

78,592 

1.18 

0.55 

36i/2 

J  Mark  Hiebert 

325,305 

53 

2,273,575 

27 

35,449 

-1.11 

0.96 

1.50 

34% 

James  D  Finley 

139,583 

498 

2,032,857 

36 

18,016 

2.03 

0.90 

*  17% 

Sidney  R  Rabb 

100,000 

670 

681,907 

20 

34,621 

3.19 

5.41 

0.63f 

40% 

Bill  Michaels 

184,003 

331 

1,316,887 

25 

32,167 

2.30 

0.36 

46% 

Walter  A  Haas  Jr 

153,366 

437 

1,266,351 

21 

45,964 

0.35 

7.07 

1.20 

54% 

Derald  H  Ruttenberg 

251,661 

154 

1,977,154 

26 

9,341 

3.15 

1.41 

451/4 

J  Robert  Sherwood 

116,064 

606 

399,291 

25 

310,855 

3.41 

0.99t 

43% 

Robert  G  Dunlop 

250,600 

156 

1,599,694 

15 

29,668 

0.04 

1.55 

0.80 

34 

Robert  P  Gwinn 

200,000 

276 

1,490,780 

27 

14,870 

2.19 

0.76 

24 

George  W  McKay 

N.A. 

N.A. 

15,852 

-2.07 

-0.80 

1.40 

346i/2 

Howard  B  Keck 

180,000 

346 

1,141,971 

17 

13,587      * 

0.50 

0.20 

121/4 

Milton  Perlmutter 

100,000 

670 

1,174,491 

22 

30,114      » 

0.29 

1.94 

0.62 

36% 

Donald  A  Gaudion 

169,300 

376 

1,332,224 

32 

-20,289 

-5.92 

-6.00 

1.10 

W1/4 

Herbert  R  Silverman 

146,800 

468 

863,749 

25 

33,291 

1.66 

0.83 

21% 

Hugh  L  Culbreath 

49,000 

845 

406,767 

17 

28,076 

2.33 

1.22 

116% 

Thomas  F  Casey 

120,463 

582 

743,131 

22 

0.10 


1.41 

none 

46 

Charles  D  Tandy 

218,000 

224 

1,208,310 

21 

0.55 

none 

171/2 

Edwin  C  Whitehead 

234,250 

187 

1,105,038 

21 

4.29 

1.23 

59% 

Kenneth  G  Herrick 

70,000 

813 

601,590 

21 

1.38 

0.10 

50 

Howard  Vollum 

80,496 

783 

619,806 

19 

1.62 

nonet 

193/4 

Henry  E  Singleton 

250,000 

157 

1,430,656 

20 

0.86 

none 

331/4 

Raymond  P  Shafer 

125,000 

554 

796,664 

33 

N.A.   Not  available.   #  New  CEO  in  1973.  Net  profits  and  earnings 
per   share   include   all   extraordinary  credits  or  charges  to  income. 
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WHERE  THEY  RANK:  1972 

a t 

Market        Net 
Assets    Revenues   Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


47  37  68  25  Tenneco  (Dec) 

478  ■  ■  ■  Tennessee  Valley  Bancorp  (Dec) 

15  11  9  5  Texaco  (Dec) 

148  ■  ■  ■  Texas  Commerce  Bancshares  (Dec) 

153  265  106  120  Texas  Eastern  Transmission  (Dec) 


4,838,123 

708,866 

12,032,174 

2,077,354 

2,016,757 


3,255,366 
39,990 

8,692,991 

84,483 

785,335 


1,949,206 

73,211 

10,200,713 

260,188 

1,398,344 


203,017 
4,767 

889,040 
16,061 
77,696 


463 
476 

■ 

■ 

146 


376 

■ 
220 

■ 
365 


347 
63 

261 
75 


340  Texas  Gas  Transmission  (Dec) 

350  Texas  Gulf  (Dec)34 

228  Texas  Instruments  (Dec) 

■  Texas  Oil  &  Gas  Corp  (Aug) 

79  Texas  Utilities  (Dec) 


722,899 
711,430 
632,416 
171,366 
2,121,041 


541,876 
317,113 
943,694 
57,454 
563,274 


314,264 
516,936 

2,016,823 
677,241 

1,819,000 


31,999 
30,562 
48,030 
12,181 
104,137 


311 


101 

■ 
486 

■ 
393 


176 

455 


382 


108 


493 
438 


Textron  (Dec) 
Thomas  &  Betts  (Dec) 
Thrifty  Drug  Stores  (Aug) 
Ticor  (Dec)35 
Time  Inc  (Dec) 


1,114,576 

68,987 

147,007 

230,039 

541,976 


1,678,422 

83,127 

389,198 

149,539 

510,983 


934,477 
381,000 
109,350 
168,974 
460,840 


82,141 
10,812 
8,939 
19,363 
22,407 


443 
208 


339 
416 


136 


206  268  Times-Mirror  (Dec) 

395  263  Timken  Company  (Dec) 

■  500  Toledo  Edison  (Dec) 

463  ■  Trane  (Dec) 

419  395  Trans  Union  Corp  (Dec) 

346  257  Trans  World  Airlines  (Dec) 


47,163 
440,716 
422,511 
225,307 
768,083 
1,599,876 


605,172 
473,245 
118,582 
276,088 
290,891 
1,418,288 


798,091 
443,098 
174,240 
370,405 
421,359 
518,432 


42,049 
42,308 
19,086 
17,390 
25,950 
43,078 


61 

241 

27 

■ 

260 
290 


76 

412 

25 


100 


130 

458 

81 

334 

■ 
187 


93 

203 

48 


123 


Transamerica  (Dec) 
Transcontinental  Gas  Pipe  Line  (Dec) 
Travelers  (Dec) 
Tropicana  Products  (Aug) 
Trust  Company  Georgia  (Dec) 
TRW  (Dec) 


4,221,116 
1,464,518 
8,738,839 
80,531 
1,373,277 
1,235,716 


1,936,563 
476,943 

3,893,416 

105,256 

89,157 

1,687,510 


1,152,958 
376,059 

1,753,068 
532,996 
222,480 
865,922 


88,094 
52,882 
142,539 
8,769 
10,999 
76,109 


■  328  ■            ■  Turner  Construction  (Dec) 
130  87  251  468  UAL  (Dec) 

51  ■  441  396  Unionamerica  (Dec) 

■  343  225  290  Union  Camp  (Dec) 
68  36  45           24  Union  Carbide  (Dec) 

273  ■  ■  ■  Union  Commerce  Corp  (Dec) 


137,607 
2,339,611 
4,555,828 

601,972 
3,718,300 
1,302,107 


631,300 

1,828,357 

264,874 

601,611 

3,261,300 

71,462 


26,265 
690,927 
398,088 
735,784 
3,036,600 
162,936 


3,054 
20,376 
25,700 
38,816 
205,200 
15,007 


200 
402 
99 
95 
287 
488 


496  319  201  Union  Electric  (Dec) 

■  ■            ■  Union  National  Bank  Pittsburgh  (Dec) 
66  136           63  Union  Oil  Company  of  California  (Dec) 

189  96  78  Union  Pacific  Corp  (Dec) 

■  ■  ■  Union  Planters  Corp  (Dec)36 

■  ■  ■  Union  Trust  Bancorp  (Dec)37 


1,642,566 
863,299 
2,696,262 
2,808,610 
1,244,917 
686,667 


375,188 

50,836 

2,098,175 

1,094,397 

58,785 

36,412 


559,055 

53,125 

1,131,413 

1,556,295 

85,125 

71,108 


53,455 

6,666 

121,943 

104,479 

6,905 

6,439 


235 
294 
326 
249 
310 
297 


92 
71 


104 


428  234  Uniroyal  (Dec) 

332  211  United  Aircraft  (Dec) 

■  ■  United  Banks  of  Colorado  (Dec) 

■  ■  United  Bank  Corp  of  New  York  (Dec) 

■  ■  United  Brands  (Dec) 

■  ■  United  Financial  Corp  of  California  (Dec) 


1,483,686 
1,223,573 
1,056,227 
1,416,653 
1,117,839 
1,202,729 


1,798,920 

2,027,828 

66,771 

67,775 

1,668,322 

80,299 


409,676 
539,429 

93,694 
114,083 
125,236 

93,598 


46,654 
50,600 

7,620 
13,382 
17,708 

8,115 


190 
392 
431 
127 
169 


264 


248 
448 


230 


163 


United  Jersey  Banks  (Dec)  1,689,367  89,015  150,008  12,170 

United  Merchants  &  Manufacturers  (June)  869,613  787,026  141,733  15,310 

United  Missouri  Bancshares  (Dec)  792,633  36,386  50,076  6,024 

U  S  Bancorp  (Dec)  2,357,871  134,412  218,700  16,422 

U  S  Fidelity  &  Guaranty  (Dec)  1,881,015  841,075  726,658  63,790 

United  States  Freight  (Dec)  153,696  425,613  158,736  12,728 


34)   Formerly  Texas  Gulf  Sulphur. 

■    Not  on  500  list.         t  Plus  stock. 

35)   Formerly  Tl  Corp. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1973. 

36)   Formerly  Union  Planters  National  Bank  Memphis. 

37)   Formerly  Union  Trust  Maryland. 
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PER  SHARE  DATA:  1972 


Officers  &  Directors 
As  a  Group 


* 

His  Total 
Remuneration^ 

Ranked 
Among  850 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

411,380 

2.50 

1.33 

29 

Nelson  W  Freeman 

248,580 

162 

2,778,762 

34 

5,315 

1.95 

0.61 

31% 

William  F  Earthman 

116,066 

605 

399,058 

10 

1,315,912 

3.27 

1.66 

37% 

Maurice  F  Granville 

212,450 

243 

2,966,432 

52 

18,296 

1.92 

0.68 

3iy4 

John  E  Whitmore 

116,400 

603 

830,575 

44 

156,504 

3.20 

1.55 

603/4 

Baxter  D  Goodrich  # 

171,400 

371 

1,614,681 

27 

69,699 

0.03 

3.25 

1.57 

38% 

William  M  Elmer 

182,292 

339 

1,372,448 

32 

50,740 

1.01 

0.60 

17 

Claude  0  Stephens 

209,610 

254 

1,242,770 

24 

95,733 

2.17 

0.42 

90% 

Mark  Sheperd  Jr 

311,150 

68 

4,009,796 

57 

17,963 

0.72 

0.01 

38% 

Louis  A  Beecherl  Jr 

88,116 

751 

539,912 

17 

165,736 

1.95 

0.99 

34 

Clarence  A  Tatum  Jr 

135,850 

509 

557,870 

13 

124,198 

2.32 

0.92 

34V4 

G  William  Miller 

251,929 

153 

1,749,312 

35 

13,006 

2.84 

1.08 

100 

Robert  M  Thomas 

125,687 

552 

593,843 

12 

11,576 

0.92 

0.36 

IWa 

Leonard  H  Straus 

129,800 

532 

1,027,400 

22 

22,261 

0.68 

2.98 

1.26 

26 

Ernest  J  Loebbecke 

148,584 

461 

748,667 

26 

37,770 

-0.41 

3.08 

1.90 

63V4 

Andrew  Heiskell 

210,297 

247 

3,302,754 

43 

65,069 

1.25 

0.26 

25% 

Franklin  D  Murphy 

282,266 

101 

2,636,198 

30 

66,517 

3.97 

1.87 

41% 

Herbert  E  Markley 

278,934 

107 

1,649,483 

21 

30,864 

2.91 

1.84 

30V4 

John  P  Williamson 

60,183- 

832 

603,552 

23 

23,581 

3.12 

0.90 

66i/2 

Thomas  Hancock 

168,000 

380 

72,000 

9 

50,047 

2.61 

1.31 

42% 

Jerome  W  Van  Gorkom 

230,406 

193 

1,032,115 

16 

150,643 

3.01 

none 

42y8 

Charles  C  Tillinghast  Jr 

152,305 

439 

1,398,156 

36 

141,373 

0.10 

1.30 

0.55f 

171/8 

John  R  Beckett 

240,000 

176 

1,565,391 

37 

100,241 

2.01 

1.12 

16% 

G  Montgomery  Mitchell 

92,160 

722 

754,317 

20 

142,539 

-0.43 

3.08 

0.83 

38% 

Roger  CWilkins# 

311,018 

69 

1,781,953 

29 

12,705 

0.93 

none 

563/4 

Anthony  T  Rossi 

84,615 

769 

363,117 

9 

13,401 

2.55 

0.94 

511/2 

Augustus  H  Sterne 

87,745 

752 

913,350 

36 

127,507 

2.22 

1.01 

341/g 

Horace  A  Shepard 

265,000 

122 

4,020,799 

61 

3,292 

2.95 

0.99 

25i/2 

Howard  S  Turner 

214,500 

240 

1,988,292 

32 

203,573 

0.80 

none 

323/4 

Edward  E  Carlson 

150,000 

447 

852,465 

27 

27,695 

2.63 

0.80 

38 

HarryJVolk 

185,000 

324 

1,033,097 

22 

69,599 

2.57 

1.04 

-  483/4 

Alexander  Calder  Jr 

256,500 

143 

2,127,273 

34 

450,400 

-0.04 

3.38 

2.00 

50 

F  Perry  Wilson 

250,000 

157 

2,643,818 

13 

15,007 

3.63 

1.25 

41% 

Alfred  L  Jones 

119,000 

591 

509,844 

15 

98,239 

1.35 

1.28 

171/2 

Charles  J  Dougherty 

150,000 

447 

882,271 

28 

7,932 

2.67 

1.12 

211/4 

Richard  D  Edwards 

57,183 

837 

410,041 

28 

320,689 

0.02 

3.45 

1.60 

39% 

Fred  L  Hartley 

318,916 

61 

1,433,375 

26 

199,888 

4.62 

2.00 

69 

Frank  E  Barnett 

260,875 

131 

1,467,018 

32 

8,008 

2.30 

0.91 

283/g 

C  Bennett  Harrison 

95,200 

707 

3,016,006 

234 

7,018 

2.63 

1.30 

29 

J  S  Peck 

67,019 

819 

1,990,214 

25 

102,399 

1.55 

0.70 

151/4 

George  R  Vila 

275,225 

110 

1,393,113 

26 

124,716     v 

4.17 

1.80 

441/2 

Harry  J  Gray 

305,000 

76 

2,381,036 

35 

9,400 

2.65 

1.02 

313/4 

Roger  D  Knight  Jr 

98,800 

693 

589,974 

21 

14,573 

2.43 

1.37 

20i/2 

Hollis  E  Harrington 

120,301 

584 

504,206 

20 

48,843 

0.62 

1.42 

none 

11% 

Eli  M  Black 

200,000 

276 

1,122,259 

28 

8,115 

-0.14 

1.28 

none 

13% 

Anthony  M  Frank 

78,690 

788 

1,011,444 

46 

13,780 
28,074 
6,829 
19,167 
63,790 
18,514 


-0.09 
0.03 
0.11 


2.29 
2.50 
3.21 
2.03 
3.86 
1.97 


1.00 
1.30 
0.83 
0.80 
2.26 
1.40 


28% 

231/g 

26 

27 

43% 

241/2 


Edward  A  Jesser  Jr 
Merwin  R  Haskel 
R  Crosby  Kemper  Jr 
Leroy  B  Staver 
Henry  W  Gragg 
G  Russell  Moir 


99,507 
145,060 

80,283 
109,141 

83,832 
191,829 


690 
472 
784 
639 
773 
313 


#  New  CEO  in  1973.  Net  profits  and  earnings  per  share 
include  ail   extraordinary  credits  or  charges  to  income. 


786,343 
2,905,670 
538,221 
648,543 
864,816 
949,662 


35 
48 
17 
34 
37 
17 


FORBES,   MAY  15,    1973 


221 


The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1972 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

316 

401 

221 

United  States  Gypsum  (Dec) 

640,192 

652,088 

438,814 

49,078 

329 

116 

300 

111 

U  S  Industries  (Dec) 

1,044,987 

1,578,504 

597,330 

80,739 

328 

■ 

■ 

■ 

United  States  National  Bank  San  Diego  (Dec] 

1,046,996 

55,181 

57,400 

4,538 

■ 

500 

■ 

■ 

United  States  Shoe  (Oct) 

214,306 

372,293 

154,710 

12,799 

34 

17 

86 

41 

United  States  Steel  (Dec) 

6,570,009 

5,401,773 

1,652,155 

156,988 

184 

322 

216 

173 

United  Telecommunications  (Dec) 

1,729,359 

634,216 

762,686 

61,728 

167 

■ 

■ 

■ 

United  Virginia  Bankshares  (Dec) 

1,899,831 

110,224 

224,061 

13,917 

■ 

402 

■ 

■ 

Universal  Leaf  Tobacco  (June) 

140,968 

498,451 

84,385 

8,906 

■ 

400 

■ 

■ 

Universal  Oil  Products  (Dec) 

386,025 

498,707 

228,293 

12,567 

■ 

391 

73 

237 

Upjohn  (Dec) 

510,158 

512,826 

1,887,712 

46,536 

274 

■ 

307 

317 

USLIFE  Corp  (Dec) 

1,295,748 

308,354 

575,276 

35,470 

■ 

382 

■ 

■ 

USM  (Feb) 

493,643 

527,047 

94,599 

11,519 

■ 

■ 

124 

281 

Utah  International  (Oct) 

594,116 

209,770 

1,212,021 

39,842 

■ 

■ 

■ 

407 

Utah  Power  &  Light  (Dec) 

583,201 

121,364 

221,227 

24,799 

101 

■ 

■ 

■ 

Valley  National  Bank  Arizona  (Dec) 

2,658,506 

153,046 

313,776 

16,098 

109 

420 

152 

80 

Virginia  Electric  &  Power  (Dec) 

2,577,372 

470,853 

1,020,949 

103,737 

242 

■ 

■ 

■ 

Virginia  National  Bankshares  Norfolk  (Dec)3' 

'           1,453,753 

90,952 

135,590 

10,193 

■ 

261 

■ 

■ 

Vornado  (Jan) 

368,636 

793,046 

100,430 

11,027 

76 

■ 

375 

341 

Wachovia  Corp  (Dec) 

3,372,150 

246,971 

471,799 

31,517 

■ 

477 

■ 

■ 

Waldbaum  (Dec) 

60,291 

394,352 

19,637 

1,995 

■ 

240 

■ 

■ 

Walgreen  (Sept) 

256,325 

863,334 

142,758 

11,386 

■ 

468 

■ 

■ 

Ward  Foods  (Dec) 

186,006 

400,389 

30,627 

-19,979 

438 

401 

248 

215 

Warner  Communications  (Dec) 

775,482 

498,602 

697,968 

50,118 

295 

120 

33 

60 

Warner-Lambert  Company  (Dec) 

1,216,271 

1,509,343 

3,790,313 

122,657 

494 

■ 

■ 

479 

Washington  National  Corp  (Dec) 

675,566 

299,178 

179,487 

20,005 

26 

397 

320 

285 

Wells  Fargo  (Dec) 

9,003,722 

501,581 

554,958 

39,432 

■ 

463 

■ 

■ 

West  Point-Pepperell  (Aug) 

272,534 

408,163 

143,688 

10,195 

11 

245 

195 

145 

Western  Bancorporation  (Dec) 

15,214,508 

848,911 

838,420 

68,616 

277 

436 

287 

328 

Western  Union  (Dec) 

1,279,846 

444,906 

622,643 

33,974 

64 

18 

31 

27 

Westinghouse  Electric  (Dec) 

3,843,291 

5,086,621 

3,803,952 

198,667 

■ 

418 

■ 

■ 

Westvaco  (Oct) 

545,802 

472,805 

283,657 

13,100 

■ 

461 

■ 

■ 

Wetterau  Foods  (Mar) 

58,470 

408,531 

117,766 

5,001 

]44 

102 

37 

39 

Weyerhaeuser  (Dec) 

2,137,155 

1,675,918 

3,532,683 

158,141 

■ 

338 

■ 

■ 

Wheeling-Pittsburgh  Steel  (Dec) 

665,740 

607,796 

74,410 

15,197 

■ 

137 

116 

148 

Whirlpool  (Dec) 

648,360 

1,416,251 

1,300,831 

68,233 

■ 

283 

■ 

354 

White  Consolidated  Industries  (Dec) 

558,836 

728,124 

229,860 

30,177 

■ 

219 

■ 

■ 

White  Motor  (Dec) 

572,983 

951,177 

119,364 

8,610 

365 

■ 

■ 

■ 

Whitney  Holding  Corp  (Dec) 

954,147 

40,917 

106,400 

8,414 

■ 

355 

■ 

■ 

Whittaker  (Oct) 

577,618 

576,445 

147,349 

7,040 

■ 

235 

■ 

■ 

Wickes  (Jan) 

363,594 

873,373 

225,508 

16,925 

■ 

■ 

■ 

448 

Willamette  Industries  (Dec) 

259,142 

256,918 

257,069 

21,457 

398 

354 

435 

297 

Williams  Companies  (Dec) 

866,304 

577,895 

403,665 

37,958 

464 

■ 

■ 

■ 

Wilmington  Trust  Delaware  (Dec) 

722,038 

37,664 

90,225 

8,425 

■ 

85 

204 

288 

Winn  Dixie  Stores  (June) 

273,553 

1,833,572 

803,061 

39,164 

■ 

■ 

263 

■ 

Winnebago  Industries  (Feb) 

116,984 

212,036 

667,986 

17,297 

324 

■ 

461 

238 

Wisconsin  Electric  Power  (Dec) 

1,072,943 

367,875 

373,350 

46,489 

185 

40 

183 

117 

F  W  Woolworth  (Dec) 

1,719,865 

3,148,108 

895,281 

79,165 

120 

53 

8 

18 

Xerox  (Dec) 

2,491,572 

2,419,103 

11,715,080 

249,507 

■ 

432 

345 

456 

Zale  (Mar) 

329,571 

450,104 

521,683 

20,982 

■ 

221 

■ 

■ 

Zayre  (Jan) 

332,574 

939,710 

131,031 

10,550 

■ 

260 

150 

226 

Zenith  Radio  (Dec) 

436,103 

795,908 

1,037,844 

48,579 

■   Not  on  500  list.         t   Plus  stock. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1973. 


38)   Formerly  Virginia  National  Bank  Norfolk. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1972 

As  a  Group 

\ 

His  Total 
Remuneration! 

Ranked 
Among  850 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31] 

Chief  Executive 

($) 

Others 

($) 

In  Group 

69,044 

2.78 

1.53 

26i/2 

Graham  J  Morgan 

245,225 

169 

1,442,179 

25 

108,262 

2.40 

0.62 

20% 

1  John  Billera 

418,806 

22 

2,178,707 

27 

6,016 

2.44 

0.15f 

28 

CArnholt  Smith 

77,000 

793 

455,180 

21 

17,482 

1.87 

0.88 

22% 

Philip  G  Barach 

162,500 

405 

1,821,833 

39 

483,605 

2.90 

1.60 

3oy2 

Edwin  H  Gott  # 

300,000 

82 

4,843,983 

79 

148,843 

-0.01 

1.49 

0.98 

22y4 

Paul H  Henson 

151,667 

441 

1,075,515 

33 

18,045 

2.81 

1.04 

44% 

Kenneth  A  Randall 

100,000 

670 

1,017,597 

60 

12,671 

3.65 

1.55 

35 

Gordon  L  Crenshaw 

99,537 

689 

1,029,968 

22 

25,758 

1.26 

none 

22% 

John  0  Logan 

178,300 

351 

1,001,577 

24 

60,713 

3.16 

1.65 

128V4 

Ray  T  Parfet  Jr 

225,408 

205 

1,882,603 

24 

35,820 

3.72 

0.52 

74 

Gordon  E  Crosby  Jr 

160,000 

414 

731,486 

25 

32,489 

0.18 

2.34 

0.40 

233/8 

William  S  Brewster 

115,000 

609 

762,775 

21 

60,842 

1.39 

1.39 

0.44 

42V8 

Edmund  W  Littlefield 

253,479 

148 

1,318,919 

25 

38,275 

3.77 

1.96 

36V2 

E  Allen  Hunter 

70,515 

81^ 

454,585 

24 

18,926 

1.82 

0.75 

353/8 

Earl  L  Bimson 

86,781 

757 

794,973 

34 

156,795 

2.08 

1.12 

22% 

John  M  McGurn 

110,500 

632 

852,878 

33 

12,570 

2.40 

1.02 

321/2 

W  Wright  Harrison 

99,384 

691 

516,352 

35 

21,134 

1.82 

none 

173/4 

Frederick  Zissu 

148,333 

462 

550,913 

13 

35,623 

2.16 

0.62 

443/4 

John  F  Watlington  Jr 

238,091 

180 

1,038,999 

29 

5,363 

0.99 

none 

93/4 

Ira  Waldbaum 

N.A. 

N.A. 

18,199 

1.77 

1.00 

22 

Charles  R  Walgreen  III 

108,950 

640 

974,280 

22 

-13,530 

-1.29 

-5.96 

none 

9 

William  Hewlett 

150,000 

447 

745,259 

28 

63,832 

2.20 

0.25 

37 

Steven  J  Ross 

245,000 

171 

1,834,162 

29 

153,186 

1.58 

0.68 

483/4 

Stuart  K  Hensley 

311,250 

67 

2,721,602 

32 

20,005 

2.55 

0.54 

251/4 

G  Preston  Kendall 

86,222 

760 

712,713 

14 

48,718 

2.12 

0.83 

283/8 

Richard  P  Cooley 

219,395 

221 

1,242,001 

35 

22,728 

2.15 

1.00 

30i/4 

John  P  Howland 

128,967 

537 

526,962 

22 

86,479 

3.00 

1.30 

36% 

Clifford  Tweter 

184,700 

327 

1,183,080 

44 

111,567 

2.63 

1.40 

481/2 

Russell  W  McFall 

175,000 

358 

584,112 

14 

301,907 

2.24 

0.94 

43 

Donald  C  Burnham 

416,250 

23 

7,327,548 

77 

42,012 

1.22 

1.05 

263/4 

David  L  Luke  III 

165,000 

389 

1,251,000 

25 

6,925 

1.16 

0.36 

26% 

Ted  C  Wetterau 

60,675 

831 

714,466 

29 

294,390 

2.35 

0.83 

-  56% 

George  H  Weyerhaeuser 

305,000 

76 

1,915,100 

28 

45,090 

0.55 

3.33 

none 

20% 

Allison  R  Maxwell  Jr# 

184,373 

329 

992,048 

20 

102,600 

1.91 

0.55 

36i/4 

John  H  Platts 

306,000 

74 

1,886,353 

26 

42,238 

2.22 

0.40t 

20 

Edward  S  Reddig 

399,000 

26 

2,389,209 

28 

17,585 

0.20 

0.99 

none 

I41/2 

Semon  E  Knudsen 

200,000 

276 

1,366,418 

35 

8,888 

7.51 

4.00 

95 

William  A  Carpenter 

N.A. 

N.A. 

21,946 

-0.08 

0.29 

none 

7i/4 

Joseph  F  Alibrandi 

199,135 

297 

1,538,118 

25 

26,401 

2.02 

1.00 

26% 

Emil  L  McNeely 

186,282 

319 

1,258,605 

26 

45,019 

1.91 

0.50t 

22% 

William  Swindells  Sr 

110,000 

633 

679,700 

17 

64,848 

'» 

3.94 

none 

51 

John  H  Williams 

160,600 

409 

1,046,568 

22 

9,447 

fc 

4.20 

2.75 

45 

William  WGeddes 

83,222 

774 

328,004 

28 

57,859 

1.98 

1.18 

413/4 

Bert  L  Thomas 

235,000 

184 

2,335,086 

26 

19,704 

-0.08 

0.69 

none 

26i/2 

Gerald  E  Boman 

71,500 

811 

500,656 

15 

87,558 

2.64 

1.54 

25 

John  G  Quale 

105,500 

647 

654,696 

22 

131,821 

2.60 

1.20 

311/4 

Lester  A  Burcham 

270,568 

117 

2,914,768 

38 

634,445 

3.16 

0.83 

149V4 

C  Peter  McColough 

479,879 

12 

3,894,060 

33 

27,141 

-0.07 

1.64 

0.64 

43% 

Donald  Zale 

110,895 

630 

1,546,154 

27 

22,988 

2.15 

none 

27 

Stanley  H  Feldberg 

90,000 

734 

1,270,119 

25 

59,892 

2.55 

1.40 

541/2 

Joseph  S  Wright 

300,000 

82 

2,406,236 

27 

General  Notes:  1)  The  revenue  figure  excludes  excise  taxes  for  oil,  tobacco  and  liquor  companies.  2)  The  total  common  market  value  is  derived  by  multiplying  the  Dec.  31,  1972 
common  stock  price  by  the  shares  outstanding.  3)  Net  profits  include  all  extraordinary  credits  or  charges  to  income.  4)  Many  insurance  companies  report  "adjusted  profits"  in 
accordance  with  the  method  developed  by  the  Association  of  Insurance  and  Financial  Analysts.  Otherwise,  profits  based  on  generally  accepted  accounting  principles  or  statutory 
profits  were  used.  5)  Cash  flow  is  the  sum  of  net  profits  which  includes  extraordinary  items  and  depreciation,  depletion  and  amortization  charges.  6)  Some  financial  institutions 
do  not  report  depreciation  charges.  In  those  cases  the  net  income  figure  and  cash  flow  figure  will  be  identical.  7)  1973  figures  were  used  for  those  February  companies  that  were 
available  at  press  time,  t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options. 
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3  International  Airports 

J.F.K.,  La  Guardia  &  Newark,  in  addition  to  various  local 
airports,  put  you  within  24  hours  of  any  location  in  the  world. 


16  Colleges  and  Universities 

Your  employees  can  take  post-graduate 
courses  in  a  choice  of  locations 
conveniently 
near  their 


HERE  ARE 

SOME  GOOD 

REASONS  FOR 

A  MOVE  TO 
LONG  ISLAND 


The  3rd  largest  retail 
market  in  the  U.S.,  as  well 

as  a  very  large  and  highly 


skilled  workforce. 


...and  the  Long  Island  Lighting  Company 

which  will  help  you  pick  sites,  do  labor  availability  studies, 

develop  electric  and  gas  fuel  costs  analyses,  provide  technical 

assistance,  and  assist  you  in  other  ways  -  absolutely  free 

and  confidentially,  too. 

In  the  past  5  years  729  companies  have  located  on  Long 

Island.  In  addition,  655  existing  plants  have  expanded  their 

facilities  during  this  period. 

Long  Island  must  be  a  good  place  to  locate  -  U84 

companies  thought  so.  For  more  good  reasons 

for  a  move  to  Long  Island, 
give  us  a  call  at 
(516)  747-1000  Ext.  460. 
Or  write:  Robert  Duffy 
Manager  Area  Development 
Dept.,  Long  Island  Lighting 
Company  250  Old  Country 
Road,  Mineola,  N.Y  11501. 


Swimming,  sailing 
&  fishing  at  Jones 
Beach,  Fire  Island, 
Montauk  Point,  The 
Hamptons,  Long  Island 
Sound  and  numerous  state 
and  local  parks. 


A  Roster  of  850  Chief  Executives 


Who  Gets  the  Most  Pay 


Horace  Greeley's  advice,  "Go  West, 
young  man,"  was  particularly  appro- 
priate last  year— at  least  if  the  young 
man's  goal  was  to  make  money  and 
his  westward  journey  stopped  at  De- 
troit. Motor  City  seemed  paved  with 
gold  as  Richard  Gerstenberg  of  Gen- 
eral Motors  and  Henry  Ford  II  ended 
in  a  photo  finish  for  the  year's  highest- 
paid  chief  executive  officer.  Both 
earned  over  $874,000.  Harold  Geneen, 
197 l's  top  earner,  finished  fourth  with 
a  salary  of  $813,000. 

Although  the  current  tabulation  lists 
81  more  companies,  the  breakdown 
of  routes  to  the  top  is  identical  with 
last  year.  Men  with  backgrounds  in 
finance  lead  the  pack  in  a  ratio  of 
three  to  two  compared  with  the  sec- 
ond most  successful  category,  admin- 
istration. After  that  come  those  who 
started  in  the  sales  department,  with 
lawyers  breathing  down  their  necks 


and  gaining  on  them. 

"Pay  level  generally  depends  on  the 
complexity  of  the  industry,"  explains 
McKinsey  &  Co.'s  director  and  com- 
pensation expert  George  Foote.  "The 
shorter  the  decision  cycle  and  the  less 
outside  regulation  there  is  on  the  com- 
pany's activities,  the  higher  the  pay 
level  will  be  because  the  impact  of  the 
individual  is  greater  on  company  re- 
sults." According  to  Foote,  tobacco, 
cosmetics  and  pharmaceuticals  execu- 
tives tend  to  get  the  highest  average 
salaries.  On  the  low  end  are  food  re- 
tailing, utilities  and  meat  packing. 

In  terms  of  perquisites,  banks  and 
insurance  companies  usually  give  their 
top  officers  fatter  pensions,  more  in- 
surance and  grander  offices.  Base  sal- 
aries in  these  two  industries  tend  to 
be  lower.  As  more  banks  and  insur- 
ance companies  become  holding  com- 
panies,   however,    they    are    putting 


greater  emphasis  on  individual  per- 
formance and  rewarding  it  with  more 
generous  bonuses. 

With  so  many  stocks  going  no- 
where or  worse,  stock  options  have 
lost  a  lot  of  their  appeal  as  incentive 
payment.  A  new  twist  is  performance 
shares,  given  free  to  executives  as  a 
function  of  their  division's  perform- 
ance. CBS  was  among  the  first  to  in- 
stitute such  a  plan.  Another  compen- 
sation idea  that  is  growing  in  popu- 
larity is  the  "supermarket"  or  "smor- 
gasbord" concept.  A  company  adds 
up  the  dollar  value  of  an  executive's 
total  compensation,  including  salary, 
pension,  bonus,  stock  and  insurance. 
The  individual  can  then  determine 
how  he  wants  to  divide  it  up.  An  old- 
er man  might  want  more  of  a  pen- 
sion, while  a  younger  executive  would 
often  opt  for  a  larger  piece  of  the  ac- 
tion, namely  stock.   ■ 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus 

lemunerationf 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

1 

General  Motors 

759.5 

Richard  C  Gerstenberg 

401 

875 

63 

41 

1 

Finance 

1,454 

2 

Ford  Motor 

442.6 

Henry  Ford  II 

417 

875 

55 

33 

28 

Administration 

945,3891 

3 

Johnson  &  Johnson 

43.3 

Philip  B  Hofmann1 

504 

874 

63 

42 

9 

Sales 

15,301 

4 

Int  Tel  &  Tel 

428.0 

Harold  S  Geneen 

813 

813 

63 

13 

13 

Administration 

9,106t 

5 

Chrysler 

244.8 

Lynn  Townsend 

390 

639 

54 

16 

7 

Finance 

1,691 

6 

Goodyear  Tire  &  Rub 

145.2 

Russell  De  Young 

398 

570 

64 

41 

9 

Production 

2,702 

7 

J  C  Penney 

175.0 

William^  Batten 

551 

551 

63 

38 

15 

Sales 

3,862 

8 

Exxon 

141.0 

John  K  Jamieson 

364 

539 

62 

24 

3 

Engineering 

3,211 

9 

American  Brands 

49.0 

Robert  B  Walker2 

314 

501 

59 

35 

10 

Sales 

824 

10 

Am  Home  Products 

43.8 

William  F  Laporte 

250 

500 

59 

35 

8 

Administration 

4,645 

11 

Procter  &  Gamble 

45.0 

Howard  J  Morgens 

376 

486 

62 

39 

15 

Marketing 

20,474 

12 

Xerox 

75.9 

C  Peter  McColough 

407 

480 

50 

18 

7 

Sales 

9,424f 

13 

Sears,  Roebuck 

380.0 

Gordon  M  Metcalf3 

476 

478 

65 

39 

6 

Marketing 

5,857 

14 

RCA  Corp 

122.0 

Robert  WSarnoff 

342 

475 

54 

25 

5 

Administration 

4,448 

15 

Rapid-American 

99.0 

Mesh u lam  Riklis 

473 

473 

49 

18 

18 

Finance 

10f717f 

16 

City  Investing 

33.8 

George  T  Scharf  fenberger 

461 

461 

53 

7 

7 

Operations 

6,161 

17 

Mobil  Oil 

75.4 

Rawleigh  Warner  Jr 

377 

455 

52 

19 

3 

International 

788 

18 

Monroe  Auto  Equip 

3.8 

Charles  S  Mclntyre 

378 

435 

61 

40 

9 

Sales 

151,800 

19 

Int  Business  Mach 

262.2 

T  Vincent  Learson4 

150 

434 

60 

37 

1 

Marketing 

7,285 

20 

Standard  Oil  (Ind) 

46.6 

John  E  Swearingen 

428 

428 

54 

33 

12 

Production 

4,551 

21 

Am  Broadcasting  Cos 

14.5 

Leonard  H  Goldenson 

420 

420 

67 

23 

1 

Legal 

7,239 

22 

U  S  Industries 

50.1 

1  John  Billera 

419 

419 

61 

20 

8 

Finance 

1,213 

23 

Westinghouse  Elec 

183.8 

Donald  C  Burnham 

326 

416 

58 

19 

9 

Manufacturing 

3,499 

24 

Chubb 

6.7 

William  M  Rees 

354 

403 

57 

35 

3 

Operations 

1,384 

25 

CBS       • 

27.8 

William  S  Paley 

385 

400 

71 

44 

44 

Administration 

89,044 

26 

White  Consolidated 

21.5 

Edward  S  Reddig 

375 

399 

68 

17 

17 

Finance 

3,942f 

t  Salary,  bonus,  deferred  compensation  and  .directors'  fees  excluding  stock  options, 
tt  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene- 
ficially, directly  and  indirectly,    t  Holdings  other  than  common  stock  not  included. 

1)  Succeeded  by  Richard  B  Sellers  4/10/73. 

2)  Died  1/17/73;  Succeeded  by  Robert  K  Heimann  1/22/73. 

3)  Succeeded  by  Arthur  M  Wood  2/1/73. 

4)  Succeeded  by  Frank  T  Cary  1/1/73. 
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Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  Remuneration^ 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

27 

Clark  Equipment 

28.3 

Walter  E  Schirmer5 

275 

399 

62 

36 

5 

Marketing 

3,472 

28 

Fruehauf 

16.9 

William  E  Grace 

353 

396 

65 

*    44 

14 

Sales 

1,804 

29 

International  Paper 

51.2 

Paul  A  Gorman 

392 

392 

65 

2 

2 

Administration 

8 

30 

Avon  Products 

25.1 

Fred  G  Fusee 

387 

387 

55 

27 

1 

Manufacturing 

1,924 

31 

Deere 

45.1 

William  A  Hewitt 

387 

387 

58 

24 

17 

Marketing 

169,205 

32 

Alcoa 

44.5 

John  D  Harper 

353 

386 

63 

40 

8 

Manufacturing 

302 

33 

Norton  Simon 

27.0 

David  J  Mahoney 

350 

380 

49 

6 

3 

Administration 

63f 

34 

Burroughs 

41.6 

Ray  W  Macdonald 

272 

380 

60 

37 

6 

Sales 

7,581 

35 

First  Chicago  Corp 

6.0 

Gaylord  Freeman 

348 

378 

63 

38 

4 

Finance 

1,376 

36 

American  Express 

27.6 

Howard  L  Clark 

370 

370 

57 

28 

13 

Administration 

3,951 

37 

Continental  Oil 

38.1 

John  G  McLean 

355 

355 

55 

18 

3 

Finance 

606 

38 

IU  International 

40.0 

John  M  Seabrook 

307 

355 

56 

13 

6 

Engineering 

502t 

39 

WT  Grant 

75.0 

Richard  W  Mayer 

296 

354 

55 

28 

5 

Finance 

82,122 

40 

B  F  Goodrich 

50.8 

0  Pendleton  Thomas 

350 

350 

58 

1 

1 

Finance 

284 

41 

Anheuser-Busch 

11.6 

August  A  Busch  Jr 

350 

350 

74 

49 

26 

Sales 

386,287 

42 

Gulf  Oil 

57.5 

B  R  Dorsey 

345 

345 

61 

33 

2 

Administration 

783 

43 

Standard  Oil  (Ohio) 

21.1 

Charles  E  Spahr 

217 

342 

59 

33 

14 

Transportation 

2,443 

44 

Phillips  Petroleum 

35.3 

William  W  Keeler6 

300 

342 

65 

43 

5 

Manufacturing 

2,811 

45 

Champion  Intl 

48.5 

Karl  R  Bendetsen7 

192 

342 

65 

21 

5 

Legal 

l,410f 

46 

Minn  Mining  &  Mfg 

71.7 

Harry  Heltzer 

341 

341 

61 

39 

2 

Manufacturing 

2,859 

47 

GAF  Corp 

22.8 

Jesse  Werner 

340* 

340 

56 

34 

11 

Research 

1,646 

48 

Eli  Lilly 

23.3 

Eugene  N  Beesley8 

336 

336 

64 

43 

20 

Administration 

13,044 

49 

R  J  Reynolds  Inds 

30.0 

Alexander  H  Galloway 

334 

334 

65 

44 

2 

Finance 

1,405 

50 

Borden 

46.7 

Augustine  R  Marusi 

203 

329 

59 

33 

5 

Sales 

589 

51 

Schering-Plough 

13.0 

Willibald  H  Conzen 

164 

329 

59 

42 

2 

Marketing 

1,135 

52 

PepsiCo 

40.0 

Donald  M  Kendall 

328 

328 

52 

26 

10 

Marketing 

4,902 

53 

Sterling  Drug 

25.8 

J  Mark  Hiebert 

231 

325 

69 

38 

13 

Research 

3,623 

54 

Squibb  Corp 

32.0 

Richard  M  Furlaud 

325 

325 

50 

7 

5 

Legal 

2,647 

54 

Monsanto 

57.9 

John  W  Hanley 

325* 

325 

51 

1 

1 

Sales 

99 

54 

Shell  Oil 

32.9 

Harold  N  Bridges 

325 

325 

57 

36 

1 

Production 

11 

57 

Dow  Chemical 

48.8 

Charles  Branch 

322 

322 

57 

35 

2 

Research 

1,991 

58 

Philip  Morris 

33.0 

Joseph  F  Cullman  3rd 

258 

320 

61 

27 

6 

Marketing 

19,9811 

59 

Ogden 

40.5 

Ralph  E  Ablon 

300 

320 

57 

18 

11 

Marketing 

l,593f 

60 

Olin  Corp 

32.0 

James  F  Towey 

320 

320 

57 

33 

1 

Finance 

156 

61 

Union  Oil  California 

16.3 

Fred  L  Hartley 

252 

319 

56 

33 

8 

Marketing 

1,469 

62 

American  Cyanamid 

41.4 

Clifford  D  Siverd 

317 

317 

60 

37 

5 

Engineering 

828 

63 

W  R  Grace 

72.5 

J  Peter  Grace 

315 

315 

59 

36 

27 

Finance 

15,271f 

64 

Colgate-Palmolive 

36.6 

David  R  Foster 

235 

314 

52 

27 

2 

Marketing 

844 

65 

General  Electric 

369.0 

Reginald  H  Jones 

232 

314 

56 

34 

1 

Administration 

1,513 

66 

Beatrice  Foods 

62.0 

William  G  Kames 

313 

313 

62 

37 

1 

Legal 

2,220 

67 

Warner-Lambert 

56.0 

Stuart  K  Hensley 

311 

311 

55 

5 

5 

Sales 

1,167 

68 

Texas  Instruments 

55.9 

Mark  Sheperd  Jr 

185 

311 

50 

25 

4 

Engineering 

10,001 

69 

Travelers 

30.0 

Roger  C  Wilkins9 

271 

311 

66 

44 

4 

Finance 

90 

70 

Heublein 

14.4 

Stuart  D  Watson 

297 

311 

56 

6 

5 

Marketing 

3,962 

71 

Bristol-Myers 

25.0 

Richard  L  Gelb 

311 

311 

48 

23 

1 

Administration 

4,792 

72 

Rockwell  Intl 

80.0 

Willard  F  Rockwell  Jr 

310 

310 

59 

43 

3 

Engineering 

33,825t 

73 

Kaufman  &  Broad 

3.0 

Eli  Broad 

182 

310 

39 

16 

16 

Founder 

72,684 

74 

Whirlpool 

28.2 

John  H  Platts 

196 

306 

55 

32 

1 

Sales 

3,186 

75 

First  Boston  Corp 

0.7 

Emil  J  Pattberg  Jr 

295 

305 

63 

43 

10 

Marketing 

1,547 

76 

Weyerhaeuser 

45.8 

George  H  Weyerhaeuser 

305 

305 

46 

23 

7 

Production 

42,384 

76 

Merck 

24.0 

Henry  W  Gadsden 

305 

305 

62 

35 

8 

Operations 

5,774 

t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options, 
tt  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene- 
ficially, directly  and  indirectly     t  Holdings  other  than  common  stock  not  included. 


*   Salary  annualized. 

5)  Succeeded  by  Bert  E  Phillips  4/26/73. 

6)  Succeeded  by  W  F  Martin  1/1/73. 

7)  Succeeded  by  T  F  Willers  1/1/73. 

8)  Succeeded  by  Richard  D  Wood  4/1/73. 

9)  Succeeded  by  Morrison  H  Beach  1/5/73. 
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™The  best  way 
to  stay  ahead  in  the  hotel 

business  is  to  stay 
ahead  off  other  people  in 

the  hotel  business.' 


/# 


Barron  Hilton 


To  better  serve  you,  our 
people  are  now  backed  up  by 
Hiltron,  the  most  advanced 
computerized  reservation  and 
information  system  in  the 
hotel  world.  Now  when  you 
call  your  local  Hilton  Reserva- 
tion Service  you  can  reserve 
a  room  at  any  Hilton  in  the 
world,  plus  you  can  learn  a  lot 
about  wherever  you're  going  as 
well.  For  example,  your  local 
Hilton  Reservation  Service 
agent  can  tell  you  what  shows 
are  playing  in  New  York.  How 
far  the  airport  is  from  the 
Hilton  in  downtown  San 
Francisco  and  the  cab  fare. 


What  sporting  events  are 
at  Three  Rivers  Stadium  in 
Pittsburgh.  She  can  even  tell 
you  what  the  taxi  fare  is  from 
O'Hare  to  the  Palmer  House  in 
Chicago.  Just  ask! 

And  you'll  notice  our 
people  are  dressed  in  every 
color  of  the  rainbow.  It's  a 
bright  new  way  of  saying 
"Be  My  Guest','  and  of  showing 
our  pride  in  our  people  and 
our  services. 

On  your  next  trip,  call 
your  local  Hilton  Reservation 
Service  or  your  travel  agent. 

Come  Uisit  The  Hiltons.  X 


Our  water  will  be  clean  again. 

Thanks  to  Congress, 

the  Environmental  Protection  Agency, 

and  Ed  Brown. 


live  in  a  large  metropolitan  county  in  New  York  State. 
We  had  great  plans  to  clean  up  our  water.  Two  hundred  million 
dollar  plans.  But  no  money. 

know.  I'm  the  Director  of  Finance  for  the  county 

Then  Congress  decided  to  allocate  funds  to  local 
governments  for  clean  water  projects.  It  was  to  be  distributed, 
on  an  almost  matching  basis,  through  the  Environmental 
Protection  Agency.  First-come,  first-served. 

Now  we  had  a  chance  to  get  some  Federal  money 
So  I  called  Ed  Brown.  He's  President  of  the  Marine  Midland 
Municipals  Co.  I  told  him  the  situation,  and  he  wanted 
to  help. 

Within  a  week,  Ed  had  gotten  us  loan  commitments 
from  several  Marine  Midland  Banks.  That  would  cover  us 
until  a  bond  issue  could  be  started.  He  also  agreed  to  manage 
a  syndicate  to  underwrite  the  bonds  and  notes  we  would 
have  to  issue. 

We  were  then  able  to  go  to  the  EPA  and  ask  for  money 
And  we  got  it. 

It's  not  surprising,  really.  At  Marine  Midland,  a 
businessman,  like  me,  can  work  directly  with  a  senior  officer. 
No  red  tape.  No  time  wasted.  And  we'll  keep  working 
together  as  our  project  grows. 

Things  are  going  to  be  nicer  where  I  live.  The  rivers  will 
be  cleaner.  So  will  the  beaches.  In  fact,  some  will  be  open  for 
the  first  time  in  years.  And  people  will  be  swimming  again. 

Thanks,  Ed. 


It's  not  what  you  ask.  It's  who  you  ask, 
Marine  Midland  Banks. 


OVER  300  OFFICES  THROUGHOUT  NEW  YORKAND  OVERSEAS. 


: 


Hercules  shoots  holes 
in  an  old  idea. 

The  old  idea  is  the  metal  paint  pan.  The  one  that 
makes  rollers  drip  and  difficult  to  clean  up. 

WeVe  shot  it  full  of  holes  by  creating 
Perfect-Kote,"  the  plastic  paint  tray  with  a 
plastic  screen  full  of  holes.  It  floats  on  the 
paint,  the  roller  glides  over  the  float  and 
presto —a  roller  with  just  the  right  amount 
of  paint  coating. 

Makes  painting  faster, 
easier,  cleaner,  splash-free. 

Now  you'd  expect  a 
chemical  company  to  be  in  the 
paint  business.  After  all  that's  what 
paint  is  —chemicals.  But  we've  gone  one  step  further. 
We  combined  some  of  the  many  talents  within 


G73-2 


Hercules . . .  paint  technology,  plastic  knowledge,  and 
design  analysis ...  to  look  beyond  the  use  of  our  raw 
materials  to  their  role  in  the  market  place.  This  fresh 
approach  plus  a  new  idea  adds  up  to  a  new  business 
opportunity  for  the  company  and  its  customers. 

That's  us,  all  right.  Involved  in  new  businesses 
that  have  grown  out  of  old  ones.  Waste  disposal 
systems.  Complete  packaging  systems 
Electronic  credit  systems.  You  never 
know  where  we'll  go  next. 


Does  this  sound  like 
an  ordinary  chemical 
company  to  you? 


/ems    /A»-i 

HERCULES 
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Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  Remuneration^ 

His 

With 

As 

Corporate 

Controlledtt 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

76 

United  Aircraft 

63.8 

Harry  J  Gray 

305 

305 

53 

1 

1 

Administration 

4 

78 

May  Dept  Stores 

55.0 

Stanley  J  Goodman 

300 

304 

63 

25 

4 

Retailing 

790 

79 

Nabisco 

47.0 

Lee  S  Bickmore 

293 

301 

64 

40 

13 

Sales 

458 

80 

Jos  Schlitz  Brewing 

5.9 

Robert  A  Uihlein  Jr 

301 

301 

57 

31 

12 

Administration 

332,540 

81 

Marcor 

120.0 

Leo  H  Schoenhofen 

300 

300 

58 

33 

11 

Administration 

114f 

82 

Coca-Cola 

30.7 

J  Paul  Austin 

200 

300 

58 

23 

6 

Legal 

9,117 

82 

United  States  Steel 

176.5 

Edwin  H  Gott" 

300 

300 

65 

36 

4 

Production 

256 

82 

Zenith  Radio 

20.4 

Joseph  S  Wright 

300 

300 

62 

21 

9 

Legal 

3,071 

82 

Northwest  Industries 

26.0 

Ben  W  Heineman 

300 

300 

59 

17 

17 

Legal 

923f 

82 

Emerson  Electric 

25.9 

Wallace  R  Persons 

300 

300 

64 

19 

19 

Sales 

2,588f 

82 

Avco 

30.1 

James  R  Kerr 

300 

300 

55 

18 

4 

Administration 

ot 

88 

Hanna  Mining 

3.6 

Walter  A  Marting 

299 

299 

63 

20 

13 

Legal 

2,494 

89 

Jim  Walter 

25.8 

James  W  Walter 

275 

298 

50 

27 

27 

Founder 

13,119 

90 

Lucky  Stores 

32.5 

William  H  Dyer  Jr 

297 

297 

55 

36 

1 

Operations 

2,395 

91 

H  J  Heinz 

36.0 

R  Burt  Gookin 

296 

296 

58 

27 

7 

Finance 

1,168 

92 

PPG  Industries 

38.1 

Robinson  F  Barker 

295 

295 

59 

37 

5 

Sales 

678 

93 

Eaton 

45.3 

E  Mandell  DeWindt 

293 

293 

52 

31 

3 

Sales 

513 

94 

Evans  Products 

15.0 

MonfordAOrloff11 

292 

292 

59 

11 

10 

Operations 

11,454 

95 

Bethlehem  Steel 

109.0 

Stewart  S  Cort 

292 

292 

62 

35 

2 

Sales 

44 

96 

Southern  Pacific 

51.0 

Benjamin  F  Biaggini 

290 

290 

57 

36 

4 

Engineering 

386 

97 

E 1  du  Pont 

111.1 

Charles  B  McCoy 

288 

288 

64 

41 

5 

Production 

565f 

98 

Honeywell 

96.7 

James  H  Binger 

288 

288 

56 

30 

9 

Administration 

4,151 

99 

Mercantile  Stores 

12.0 

R  Nelson  Shaw 

286 

286 

61 

38 

1 

Sales 

514 

100 

Colt  Industries 

24.5 

George  A  Strichman 

284 

284 

56 

10 

10 

Engineering 

2,251 

101 

Times-Mirror 

15.3 

Franklin  D  Murphy 

280 

282 

57 

4 

4 

Legal 

333 

102 

Combustion  Engineer 

34.7 

Arthur  J  Santry  Jr 

280 

280 

54 

17 

10 

Legal 

2,536 

103 

Allied  Chemical 

32.7 

John  T  Connor 

280 

280 

58 

6 

4 

Legal 

838 

104 

Am  Metal  Climax 

16.7 

Ian  MacGregor 

200 

279 

60 

15 

6 

Marketing 

1,059 

105 

General  Mills 

35.9 

James  P  McFarland 

279 

279 

61 

38 

4 

Sales 

677 

106 

Addressograph-Multi 

22.7 

Charles  L  Davis 

279 

279 

53 

2 

2 

Administration 

1,320 

107 

Timken  Company 

20.6 

Herbert  E  Markley 

279 

279 

58 

34 

5 

Legal 

253 

108 

Dana 

24.2 

John  E  Martin12 

130 

277 

68 

21 

6 

Sales 

l,231f 

109 

Cluett,  Peabody 

30.8 

Henry  H  Henley  Jr 

267 

277 

51 

6 

3 

Sales 

340f 

110 

Uniroyal 

64.5 

George  R  Vila 

275 

275 

64 

36 

11 

Sales 

1,205 

HI 

Allis-Chalmers 

26.4 

David  C  Scott 

275 

275 

57 

4 

4 

Engineering 

862 

112 

Firestone  Tire 

109.0 

Raymond  C  Firestone 

207 

275 

64 

39 

10 

Sales 

290,275 

112 

Standard  Oil  (Calif) 

41.5 

Otto  N  Miller 

275 

275 

64 

38 

6 

Manufacturing 

1,164 

112 

Allied  Stores 

55.0 

Thomas  M  Macioce 

150 

275 

54 

13 

1 

Marketing 

284f 

115 

Kimberly-Clark 

26.7 

Darwin  E  Smith 

183 

271 

47 

15 

1 

Legal 

102 

116 

Greyhound 

55.9 

Gerald  H  Trautman 

271 

271 
271 

60 
60 

27 
41 

7 
3 

Legal 
Administration 

155f 

117 

FWWoolworth 

195.0 

Lester  A  Burcham 

271 

519 

118 

III  Central  Inds 

38.3 

William  B  Johnson 

244 

269 

55 

7 

7 

Legal 

2,220f 

119 

American  Motors 

25.5 

Roy  D  Chapin  Jr 

170 

268 

57 

35 

6 

Engineering 

210 

120 

Bendix 

74.7 

Werner  M  Blumenthal 

266 

266 

47 

5 

1 

Administration 

375 

121 

Ubbey-Owens-Ford 

17.9 

Robert  G  Wingerter 

266 

266 

56 

6 

6 

Sales 

290 

122 

Marathon  Oil 

8.0 

James  C  Donnell  II 

265 

265 

62 

40 

24 

Production 

4,415 

122 

Federated  Opt  Stores 

80.0 

Ralph  Lazarus 

186 

265 

59 

38 

6 

Administration 

31,729 

122 

MCA 

7.5 

Lew  R  Wasserman 

250 

265 

60 

36 

26 

Sales 

29,875 

122 

TRW     • 

80.2 

Horace  A  Shepard 

265 

265 

60 

21 

3 

Administration 

4,952 

126 

Celanese 

36.0 

John  W  Brooks 

265 

265 

55 

18 

5 

Marketing 

1,004 

127 

First  Natl  City  Corp                39.1 

ry,  bonus,  deferred  compensation  and  dire 

Walter  B  Wriston 

239 

264 

53 

26 

3 

Finance 

1,609 

X  Sala 

:tors'  fees  excluding  stock  options. 

10)  Succeeded  by  Edgar  B  Speer  3/1/73. 

ft  StocK  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene- 

11) 

Succeeded  by  Sheldon 

Kaplan  1/10/73. 

ficially 

,  directly  and  indirectly. 

t  Holdings  other  than  common  stock  not  included. 

12)  Succeeded  by  Rene  C  McPherson  in 

1973. 
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Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus 

Remuneration:}: 

His 

With 

As 

Corporate 

Controlledtt 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

128 

Kraftco 

48.9 

William  0  Beers 

264 

264 

58 

35' 

1 

Operations 

693 

129 

Kerr-McGee 

9.2 

Dean  A  McGee 

179 

263       , 

69  i 

36 

19 

Production 

64,526f 

130 

Nat  Dist  &  Chem 

16.9 

Drummond  C  Bell 

207 

262 

57 

16 

2 

Finance 

250f 

131 

Union  Pacific  Corp 

29.7 

Frank  E  Barnett 

261 

261 

61 

22 

4 

Legal 

173 

132 

Standard  Brands 

22.1 

Henry  Weigl 

200 

260 

60 

29 

9 

Legal 

1,193 

132 

General  Foods 

48.0 

Chauncey  W  Cook 

260 

260 

63 

30 

8 

Engineering 

444 

132 

National  General 

10.0 

Eugene  V  Klein 

260 

260 

52 

14 

11 

Sales 

12,904 

135 

Dart  Industries 

28.1 

Justin  Dart 

259 

259 

65 

31 

30 

Marketing 

12,993 

136 

Hoover 

25.5 

Felix  N  Mansager 

259 

259 

62 

44 

6 

Sales 

3,632 

137 

Bath  Industries 

11.5 

William  D  Kyle  Jr 

259 

259 

57 

6 

6 

Administration 

9,481t 

138 

Am  Elec  Power 

15.3 

Donald  C  Cook 

259 

259 

64 

19 

11 

Legal 

842 

139 

Int  Harvester 

100.5 

Brooks  McCormick 

258 

258 

56 

32 

1 

Manufacturing 

5,001 

140 

J  P  Morgan  &  Co 

8.9 

Ellmore  C  Patterson 

233 

258 

59 

38 

1 

Finance 

702 

141 

Skyline 

3.6 

Arthur  J  Decio 

250 

257 

42 

20 

17 

Administration 

56,942 

142 

LTV 

65.8 

W  Paul  Thayer 

257 

257 

53 

24 

2 

Sales 

iot 

143 

Koppers 

15.5 

Fletcher  L  Byrom 

257 

257 

54 

25 

5 

Production 

329 

143 

Union  Camp 

15.0 

Alexander  Calder  Jr 

202 

257 

56 

32 

13 

Marketing 

1,264 

145 

Foremost- McKesson 

18.2 

Rudolph  J  Drews 

205 

256 

59 

12 

10 

Finance 

l,003t 

145 

American  Tel  &  Tel 

1,000.0 

John  D  deButts 

256 

256 

58 

36 

1 

Operations 

157f 

147 

Revlon 

14.5 

Charles  Revson 

255 

255 

66 

41 

38 

Sales 

102,335 

148 

Utah  International 

3.6 

Edmund  W  Littlefield 

224 

253 

59 

22 

2 

Finance 

32,961 

149 

Diamond  Int 

19.0 

Richard  J  Walters 

253 

253 

43 

24 

2 

Sales 

868 

150 

Owens-Illinois 

66.2 

Edwin  D  Dodd 

253 

253 

54 

26 

1 

Manufacturing 

88 

151 

Gulf  &  Western  Inds 

70.0 

Charles  G  Bluhdorn 

253 

253 

46 

17 

17 

Founder 

21,738t 

152 

Louisiana  Land 

0.2 

John  G  Phillips 

237 

252 

51 

22 

1 

Finance 

400 

153 

Textron 

62.0 

G  William  Miller 

231 

252 

48 

17 

5 

Legal 

2,785 

154 

Studebaker-Worthington 

27.3 

Derald  H  Ruttenberg 

219 

252 

57 

5 

1 

Finance 

4,651f 

155 

General  Tel  &  Elec 

183.0 

Leslie  H  Warner 

251 

251 

62 

35 

6 

Sales 

l,316f 

156 

Sun  Oil 

27.3 

Robert  G  Dunlop 

251 

251 

63 

40 

10 

Finance 

2,436 

157 

Union  Carbide 

98.1 

F  Perry  Wilson 

250 

250 

58 

32 

2 

Production 

216 

157 

Occidental  Petroleum 

31.5 

Armand  Hammer 

250 

250 

74 

15 

4 

Founder 

13,208 

157 

Teledyne 

50.6 

Henry  E  Singleton 

250 

250 

56 

12 

12 

Founder 

12,564 

157 

Getty  Oil 

12.3 

J  Paul  Getty 

250 

250 

80 

25 

25 

Founder 

138,311 

161 

Singer 

117.0 

Donald  P  Kircher 

249 

249 

58 

25 

15 

Legal 

2,710 

162 

Tenneco 

78.0 

Nelson  W  Freeman 

249 

249 

64 

29 

4 

Sales 

l,797f 

163 

National  Steel 

35.0 

George  A  Stinson 

248 

248 

58 

11 

7 

Legal 

1,354 

164 

Dow  Jones 

2.7 

William  F  Kerby 

215 

248 

64 

40 

7 

Newsman 

1,392 

165 

Ralston  Purina 

37.0 

R  Hal  Dean 

248 

248 

56 

34 

5 

Operations 

4,149 

166 

Babcock  &  Wilcox 

34.5 

George  G  Zipf 

247 

247 

52 

30 

5 

Manufacturing 

219 

167 

Bank  of  New  York 

5.4 

Samuel  H  Woolley 

200 

245 

63 

39 

10 

Finance 

95 

168 

Burlington  Northern 

48.7 

Louis  W  Menk 

245 

245 

55 

7 

2 

Operations 

190 

169 

United  States  Gypsum 

19.4 

Graham  J  Morgan 

245 

245 

55 

33 

8 

Marketing 

80 

170 

Atlantic  Richfield 

27.8 

Robert  O  Anderson 

245 

245 

56 

9 

8 

Production 

35,075 

171 

Warner  Communication 

92.3 

Steven  J  Ross 

245 

245 

45 

11 

12 

Finance 

7,455 

172 

Southland  Corp 

24.1 

John  P  Thompson 

222 

244 

47 

24 

12 

Fjnance 

93,067t 

173 

S  S  Kresge 

93.0 

Robert  E  Dewar 

244 

244 

50 

24 

1 

Legal 

1,946 

174 

Norfolk  &  Western  Ry 

31.0 

John  P  Fishwick 

194 

244 

56 

27 

3 

Legal 

H7t 

175 

Halliburton 

39.9 

John  P  Harbin 

180* 

241 

55 

24 

1 

Finance 

2,945 

176 

Transamerica 

24  8 

John  R  Beckett 

240 

240 

55 

12 

7 

Finance 

1,099 

176 

Merrill  Lynch  P  F  S 

20.7 

Donald  T  Regan 

240 

240 

54 

27 

2 

Investment 

6,371 

178 

Walter  Kidde 

35.0 

Fred  R  Sullivan 

189 

239 

58 

9 

9 

Finance 

1,279 

t   Salary,   bonus,  deferred  compensa 
tt   Stock  ownership  includes  shares 
ficially,  directly  and  indirectly,      f 

tion  and  directors'  fees  excluding  stock  options, 
held  or  controlled  by  CEO  and  his  family  bene 
Holdings  other  than  common  stock  not  included. 

• 

Salary  annualize 
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INSURANCE  &  FINANCIAL  SERVICES 


a  pattern  of  growth 


NN  CORPORATION, 
parent  company  of  the  North- 
western National  Insurance 
group,  is  an  insurance  and 
financial  services  organization 
which  includes  subsidiaries 
engaged  in  investment  man- 
agement, computer  facilities 
management  and  leasing, 
mutual  fund  reporting,  forms 
manufacturing,  and  other 
services.  NN's  corporate  repu- 
tation for  stability  is  under- 
scored by  its  record  of  99 
consecutive  years  of  dividend 
payments. 

For  the  complete  NN 
story,  write  to  the  attention  of 
Shareholder  Relations 
Department,  NN  Corporation, 
731  North  Jackson  Street, 
Milwaukee,  Wisconsin  53202. 
Or  phone  (414)  765-8444. 


NN  Corporation's  pattern  of  growth  for  the  year  1972 


Revenues— all  operations: 

$161,318,000 

up  11% 


Net  operating  income: 

$10,206,000 

up  33% 


Net  income  per  share: 

$3.12* 

up  28% 


NN  Corporation's  5-year  pattern  of  growth,  1968  to  1972 

Operating  Revenues 

(in  millions  of  dollars) 

Per  Share  Earnings* 

(in  dollars  per  share) 

Dividends* 

(in  dollars  per  share) 

°nn 

A  C\Ct 

1  DO 

tJJKJ 
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\.\JKJ 
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*}  nn 

.75 

\D\J 

O.UU 

,00 
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^n 

L.UU 

.OVJ 

^n 

1  no    

<?£;   

o\j 

I.UU 

.£-0 

Q 

Q 

Q 

'68   69  '70  '71   '72 

1972           $161.3 
1971            $145.5 
1970            $134.2 
1969            $117.0 
1968           $104.9 

'68  '69   70  '71  '72 

1972              $3.12 
1971              $2.44 
1970              $1.87 
1969              $1.65 
1968              $1.49 

'68  '69  '70  71    72 

1972             $  .83 
1971             $  .78 
1970             $  .71 
1969             $  .65 
1968             $   .57 

"Silver  Oscar  of  Industry"  Financial 
World's   1972  Annual  Report  Survey 


'Adjusted  retroactively  to  reflect  the  3-for-2  stock  distributions  of 
December  31 .  1971,  and  December  1, 1972. 


INSURANCE  •  Northwestern  National  Insurance  Company  •  NN  Investors  Life  Insur- 
ance Company,  Inc.  •  Pacific  Automobile  Insurance  Company  •  Oregon  Automobile 
Insurance  Company     •     Talbot,  Bird  &  Co.,  Inc.     •     Universal  Reinsurance  Corporation 

•  Lawyers  Surety  Corporation. 

FINANCIAL  &  SERVICE  •  NN  Investment  Services,  Inc.  •  Wiesenberger  Services,  Inc. 

•  Arthur  Wiesenberger  &  Company,  Inc.  •  Executive  Computer  Systems,  Inc.  •  NN  Data- 
forms  Incorporated   •    NN  Dataforms  West,  Inc.   •   Anderson/Roethle  &  Associates,  Inc. 


Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus 

Remuneration^ 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

179 

American  Airlines 

35.2 

George  A  Spater 

239 

239 

64 

14 

5 

Legal 

168t 

180 

Wachovia 

8.1 

John  F  Watlington  Jr 

185 

238      , 

62  *■ 

17 

17 

Banking 

705 

181 

Mellon  National  Corp 

4.9 

John  A  Mayer 

150 

237 

63 

21 

10 

Finance 

98 

182 

INA 

15.9 

John  T  Gurash 

237 

237 

62 

4 

3 

Administration 

2,686 

183 

Newmont  Mining 

11.0 

Plato  Malozemoff 

236 

236 

63 

27 

19 

Engineering 

3,185f 

184 

General  Dynamics 

60.9 

David  S  Lewis 

235 

235 

55 

2 

2 

Engineering 

51 

184 

Winn-Dixie  Stores 

34.0 

Bert  L  Thomas 

235 

235 

55 

27 

7 

Manufacturing 

2,323 

186 

Burlington  Ind 

84.0 

Charles  F  Myers  Jr 

225 

235 

61 

26 

11 

Finance 

1,564 

187 

Technicon 

2.9 

Edwin  C  Whitehead 

220 

234 

53 

34 

10 

Founder 

340,672 

188 

Anchor  Hocking 

14.6 

John  L  Gushman 

234 

234 

60 

12 

5 

Legal 

902 

189 

Caterpillar  Tractor 

62.1 

William  H  Franklin 

233 

233 

64 

32 

1 

Finance 

1,763 

190 

Carrier 

22.0 

Melvin  C  Holm 

233 

233 

56 

36 

5 

Finance 

735 

191 

Eastman  Kodak 

114.8 

Walter  A  Fallon 

231 

231 

55 

32 

1 

Engineering 

190 

192 

Raytheon 

48.3 

Thomas  L  Phillips 

231 

231 

49 

24 

4 

Engineering 

958 

193 

Trans  Union  Corp 

7.0 

Jerome  W  Van  Gorkom 

214 

230 

55 

16 

10 

Finance 

1,849 

194 

Chase  Manhattan 

25.5 

David  Rockefeller 

230 

230 

57 

27 

4 

International 

22,002f 

194 

Nationwide  Corp 

10.5 

Dean  W  Jeff  ers 

230 

230 

56 

33 

1 

Insurance 

2 

196 

Inland  Steel 

33.4 

Frederick  G  Jaicks 

230 

230 

54 

33 

1 

Production 

173 

197 

DiGiorgio 

6.0 

Robert  Di  Giorgio 

225 

230 

61 

36 

11 

Finance 

6,107 

198 

Continental  Illinois 

8.7 

Donald  M  Graham 

200 

230 

59 

20 

4 

Legal 

358 

199 

Schlumberger  Limited 

37.0 

Jean  Riboud 

204 

229 

53 

22 

8 

Legal 

9,163 

200 

American  Greetings 

9.3 

Irving  1  Stone 

211 

229 

64 

50 

12 

Administration 

84,489 

201 

Eastern  Air  Lines 

33.6 

Floyd  D  Hall 

227 

227 

57 

9 

9 

Marketing 

1,009 

202 

Chemical  New  York 

12.6 

William  SRenchard13 

215 

227 

65 

42 

7 

Finance 

306 

203 

Cyprus  Mines 

4.4 

Henry  T  Mudd 

208 

227 

60 

27 

8 

Engineering 

33,081 

204 

Sperry  Rand 

85.6 

J  Paul  Lyet 

226 

226 

56 

29 

1 

Finance 

674 

205 

Upjohn 

13.3 

Ray  T  Parfet  Jr 

165 

225 

50 

25 

12 

Finance 

43,215 

206 

Gillette 

27.7 

Vincent  C  Ziegler 

225 

225 

62 

27 

6 

Sales 

1,015 

206 

Republic  Steel 

40.9 

Willis  B  Boyer 

225 

225 

58 

35 

1 

Finance 

52 

206 

Kennecott  Copper 

29.1 

Frank  R  Milliken 

225 

225 

59 

20 

12 

Engineering 

325 

209 

Cleveland-Cliffs 

5.6 

H  Stewart  Harrison 

162 

225 

63 

35 

11 

Finance 

333f 

210 

Consolidated  Foods 

70.0 

William  A  Buzick  Jr 

223 

223 

52 

12 

3 

Legal 

1,077 

211 

Fluor 

6.3 

J  Robert  Fluor 

209 

222 

51 

27 

5 

Finance 

971 

212 

Gannett 

13.5 

Paul  Miller 

222 

222 

66 

25 

16 

Newsman 

13,366 

213 

American  Can 

49.5 

William  F  May 

222 

222 

57 

34 

7 

Operations 

147 

214 

Quaker  Oats 

16.9 

Robert  D  Stuart  Jr 

221 

221 

57 

26 

6 

Sales 

5,922f 

215 

Household  Finance 

57.0 

Arthur  E  Rasmussen 

200 

220 

50 

5 

2 

Finance 

527 

216 

Southern  Natural  Gas 

5.4 

John  S  Shaw  Jr 

220 

220 

57 

12 

5 

Finance 

855f 

217 

Bankers  Trust  NY 

11.5 

William  H  Moore 

220 

220 

58 

34 

15 

Lending 

703 

217 

Fuqua  Industries 

14.0 

John  B  Fuqua 

220 

220 

54 

7 

7 

Broadcasting 

6,079t 

219 

Richardson-Merrell 

13.6 

Harry  R  Marschalk 

211 

220 

57 

35 

11 

Marketing 

1,007 

220 

Mapco 

1.7 

Robert  E  Thomas 

213 

219 

58 

13 

13 

Finance 

2,095 

221 

Wells  Fargo 

10.9 

Richard  P  Cooley 

219 

219 

49 

24 

6 

Finance 

147 

222 

Dresser  Industries 

31.5 

John  V  James 

103 

219 

54 

15 

2 

Finance 

1,416 

223 

Oscar  Mayer 

12.8 

P  Goff  Beach 

219 

219 

58 

36 

1 

Operations 

2,390 

224 

Tandy 

21.0 

Charles  D  Tandy 

218 

218 

55 

25 

13 

Marketing 

16,754 

225 

Armco  Steel 

49.9 

C  William  Verity  Jr 

218 

218 

56 

32 

7 

Administration 

276f 

226 

Johns-Manville 

25.2 

W  Richard  Goodwin 

202 

218 

48 

4 

2 

Operations 

225 

227 

Square  D 

15.0 

Mitchell  P  Kartalia 

218 

218 

60 

32 

5 

Marketing 

857 

227 

Corning  Glass  Works 

34.8 

Amory  Houghton  Jr 

218 

218 

46 

22 

9 

Administration 

385,424 

229 

Mfrs  Hanover  Corp 

12.0 

Gabriel  Hauge 

200 

217 

59 

14 

2 

Finance 

360 

t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options. 
ft  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene- 
ficially, directly  and  indirectly,     f   Holdings  other  than  common  stock  not  included. 

13)  Succeeded  by  Donald  C  Platten  2/1/73. 
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It's  not  enough  to  offer  full  service. 
Kbu've  ^ot  to  be  there  to  give  it. 


PEOPLES  TRUST  OF  NEW  JERSEY 

33  Offices-Clifford  H.  Coyman,  President 

BERGEN  COUNTY 

Demarest  201  487-6000 

Hardenburgh  Avenue  &  Park  Street 

Englewood  201  568-3100 

21  Park  Place 

Englewood  201  568-3100 

393  Grand  Avenue 

Englewood  Clitfa  201  568  3100 

750  Palisades  Avenue 

Fort  Lee  201  947-3100 

201  Main  Street 

Fort  Lee  201  947-3100 

1357  16th  Street 

Glen  Rock  201  891-0700 

252  Rock  Road 

Hackensack  201  487-6000 

210  Main  Street 

Hackensack  201  487-6000 

Anderson  &  Linden  Streets 

Hackensack  201  487-6000 

Continental  Plaza  Office  Building 

Hackensack  201  487-6000 

Main  &  Essex  Streets 

Hackensack  201  487-6000 

Summit  Avenue  &  Essex  Street 

Hasbrouck  Heights  201  487  6000 

152  Boulevard 

Hasbrouck  Heights  201  487  6000 

Route  17  &  Williams  Avenue 

Lodl  201  487-6000 

70  Main  Street 

Mahwah  201  529-4670 

Route  17  &  West  Ramapo  Avenue 

North  Arlington  201  997-3737 

19  Schuyler  Avenue 

Norwood  201  664-2200 

Broadway  &  Livingston  Streets 

Oradell  201  487-6000 

420  Kinderkamack  Road 

Paramus  201  487-6000 

Garden  State  Plaza— Route  4 

Rutherford  201  487-6000 

12-14  Park  Avenue 

Lyndhurst  201  487-6000 

1099  Wall  Street  West 

Teaneck  201  487-6000 

Cedar  Lane  &  Palisade  Avenue 

Teterboro  201  487-6000 

Highway  46  &  Central  Avenua 

Westwood  201  664-2200 

One  Westwood  Avenue 

Wyckolf  201  891  -0700 

Franklin  Avenue  &  Main  Street 

ESSEX  COUNTY 

West  Caldwell  201  228-2279 

597  Passaic  Avenue 

MORRIS  COUNTY 

Lincoln  Park  201  696-3434 

31  Beaver  Brook  Road 

Whippany  201  386-1030 

76  Route  10 

WARREN  COUNTY 

Panther  Valley  201  852-5200 

Route  517 

(in  Hackettstown  see  Jerre  8udd) 

Hackettstown  201  852-5200 

144  Main  Street 

Hackettstown  201  852-5200 

Mountain  Avenue 

Hackettstown  Mall 

Great  Meadows-Vienna  201  852-5200 

Route  46 

CENTRAL  HOME  TRUST  COMPANY 
OF  ELIZABETH 

7  Offices— William  E.  Shackleton,  President 


Elizabeth  201  354-7400 

288  North  Broad  Street 

Elizabeth  201  354-7400 

744  Newark  Avenue 

Elizabeth  201  354-7400 

Corner  of  Rangoon  &  Corbm  Streets 

Elizabeth  201  354-7400 

19-23  Broad  Street 

Elizabeth  201  354-7400 

Corner  North  &  Dowd  Avenues 

Elizabeth  201  354-7400 

211  Elmora  Avenue 

Mountainside  201  354  7400 

213  Summit  Road 

MADISON  STATE  BANK 

2  Offices- -Daniel  J.  Came/,  President 
Madison  Township  201  72/-U200 
Route  9  at  Phillips  Drive 
Madison  Township  201  727-9200 
Route  9  at  Ticetown  Road 

PEOPLES  NATIONAL  BANK 
OF  MONMOUTH  COUNTY 

9  Offices— Joseph  Fettner,  President 

Keyport  201  264-2800 

25  West  Front  Street 

Keyport  201  264-2800 

155  Main  Street 

Hazlet  201  264-2800 

6  Airport  Plaza 

Highway  36 

Hazlet  201  264-2800 

3435  Highway  35 

Hazlet  201  264-2800 

Bethany  Road 


Hazlet  201  264-2800 
1195  Highway  36 
Middletown  201  264-2800 
874  Highway  35 
Union  Beach  201  264-2800 
1500  Union  Avenue 
Highlands  201  264-2800 
34  Bay  Avenue 

THE  CUMBERLAND  NATIONAL  BANK 
OF  BRIDGETON 

3  Offices— Gary  Simmerman,  President 
Brldgeton  609  451  -3400 
Commerce  &  Laurel  Streets 
Brldgeton  609  451  -3400 

500  Shiloh  Pike 

Brldgeton  609  451  -3400 

North  Pearl  and  American  Avenues 

THE  FIRST  NATIONAL  BANK 
OF  PRINCETON 

4  Offices-John  F.  Hoff.  Ill,  President 
Princeton  609  921-6100 

90  Nassau  Street 

Princeton  609  921-6100 

370  Nassau  Street 

Princeton  Junction  609  921-6100 

40  Washington  Road 

West  Windsor  Township 

Lawrence  Township  609  921  -6100 

3140  Princeton  Pike 

THIRD  NATIONAL  BANK 
OF  NEW  JERSEY 

9  Offices— Charles  Craig,  President 


Camden  609  541-8000 
27th  Street  &  Westfield  Avenue 
Camden  609  541-8000 
7th  and  Linden  Streets 
West  Berlin  609  541  -8000 
Route  73 

Cinnaminson  609  541-8000 
Route  130  &  Church  Road 
Mount  Laurel  609  541-8000 
Fellowship  Road  &  Gaither  Drive 
Burlington  Township  609  541-8000 
Route  130  and  LaGorce  Boulevard 
Gloucester  City  609  541-8000 
Broadway  and  George  Street 
Sicklerville  609  541-8000 
Williamstown-New  Freedom  Road 
Williamstown  609  541  -8000 
Blackhorse  Pike  &  Willow  Avenues 

THE  CITY  NATIONAL  BANK 

OF  MILLVILLE 

3  Offices— P.  Donald  Rieck,  President 

Millvllle  609  825-2700 

High  &  Sassafras  Streets 

Millvllle  609  825-2700 

Wade  Boulevard 

Millvllle  609  825-2700 

North  High  Street 

THE  DOVER  TRUST  COMPANY 

5  Offices— L.  William  Lambert,  President 

Dover  201  366-1300 

15  West  Blackwell  Street 

Dover  201  366-1300 

Route  46  and  Sammis  Avenue 

Randolph  201  366-1300 

Center  Grove  and  Quaker  Church  Road 

Flanders  201  366-1300 

Route  206  &  Deerfield  Place 

Mount  Arlington  201  366-1300 

Howard  Boulevard  &  Edgemere  Avenue 

THE  SECOND  NATIONAL  BANK 
OF  ORANGE 

3  Offices— Jerome  P.  Foley.  President 

Orange  201  676-8800 

308  Main  Street 

Orange  201  676-8800 

360  Thomas  Boulevard 

Orange  201  676-8800 

570  Main  Street 

PEOPLES  BANK  OF  RIDGEWOOD 

2  Offices-George  N.  Ostler,  President 
Ridgewood  201  444-8900 
25  North  Maple  Avenue 
Ridgewood  201  444-8900 
1172  East  Ridgewood  Avenue 

PEOPLES  BANK  OF  MONTVALE 

1  Office-Peter  H.  Christensen,  President 
Montvale  201  391-0500 
80  Chestnut  Ridge  Road 

PEOPLES  BANK 

OF  SOUTH  BERGEN  COUNTY 

1  Office— Martin  J.  Dannenfelser,  President 
Carlstadt  201  935-2004 

192  Paterson  Plank  Road  & 
Gotham  Parkway 

UNITED  JERSEY  NATIONAL  BANK 
OF  CHERRY  HILL 

2  Offices-Charles  Riley  .President 
Cherry  Hill  609     95-4400 

1422  East  Marlton  Pike  (Rt.  70) 
Cherry  Hill  609  795-4400 
2071  East  Marlton  Pike 

UNITED  JERSEY  NATIONAL  BANK 
OF  OCEAN  COUNTY 

1  Office— Theodore  Kuhn,  III,  President 
Lakewood  201  364-2800 
315  Madison  Avenue 


GIBRALTAR  CORPORATION  OF  AMERICA 

Herbert  C.  Hurwitz,  President 

350  Fifth  Avenue 

New  York,  New  York  10001 

UNITED  JERSEY  MORTGAGE  COMPANY 

David  S.  Cole,  President 

210  Main  Street 

Hackensack,  New  Jersey  07602 


UNITED  JERSEY  BANKS  We're  all  over  New  Jersey 


90  Nassau  Sueet  Princeton  New  Jersey  08540 


Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  Remuneration^ 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

230 

Bache  &  Co 

5.0 

John  E  Leslie 

217 

217 

62 

18 

4 

Finance 

1,227 

232 

Dun  &  Bradstreet 

23.0 

Hamilton  B  Mitchell 

158 

217 

56 

*     33 

4 

Marketing 

546 

233 

Hercules 

21.8 

Werner  C  Brown 

215 

215 

54 

30 

2 

Sales 

499 

234 

Ingersoll-Rand 

34.7 

William  L  Wearly 

215 

215 

57 

10 

5 

Sales 

2,534 

235 

Pfizer 

36.2 

Edmund  T  Pratt  Jr 

215 

215 

46 

9 

1 

Finance 

1,147 

236 

Nat  Cash  Register 

90.0 

Robert  S  Oelman 

215 

215 

63 

40 

13 

Marketing 

1,097 

236 

Pennzoil  Company 

9.6 

J  Hugh  Liedtke 

215 

215 

51 

17 

5 

Finance 

ll,457t 

236 

Int  Multifoods 

7.8 

William  G  Phillips 

190 

215 

53 

4 

4 

Finance 

693 

239 

Liggett  &  Myers 

7.7 

Milton  E  Harrington 

200 

215 

64 

38 

8 

Manufacturing 

519 

240 

Turner  Construction 

1.3 

Howard  S  Turner 

158 

215 

61 

8 

5 

Founder 

2,592 

241 

H  FAhmanson 

2.3 

William  H  Ahmanson 

181 

214 

47 

23 

4 

Administration 

69,858 

242 

Jewel  Companies 

33.0 

Donald  S  Perkins 

175 

213 

46 

19 

2 

Sales 

917 

243 

Texaco 

76.5 

Maurice  F  Granville 

212 

212 

58 

34 

1 

Engineering 

798 

243 

A-T-0 

15.1 

Harry  E  Figgie 

212 

212 

49 

9 

9 

Production 

3,591f 

245 

Chromalloy  Amer  Corp 

21.4 

Joseph  Freidman 

212 

212 

67 

16 

13 

Administration 

2,909 

246 

First  Penna  Corp 

7.0 

John  R  Bunting 

191 

210 

47 

8 

4 

Economist 

122 

247 

Time  Inc 

9.1 

Andrew  Heiskell 

201 

210 

57 

35 

3 

Newsman 

1,673 

248 

CPC  International 

44.0 

James  W  McKee  Jr 

198 

210 

51 

26 

1 

Finance 

105 

249 

Associated  Dry  Goods 

50.0 

Lewis  P  Seiler 

210 

210 

67 

37 

6 

Sales 

2,076 

249 

Continental  Can 

65.0 

Robert  S  Hatfield 

210 

210 

57 

37 

1 

Sales 

469 

249 

FMC 

45.8 

Robert  H  Mallott 

210 

210 

46 

20 

1 

Operations 

273 

249 

Brunswick 

23.0 

John  L  Hanigan 

140 

210 

61 

9 

7 

Manufacturing 

2,421f 

253 

Control  Data 

31.0 

William  C  Norris 

210 

210 

61 

15 

15 

Engineering 

24,408 

254 

Texas  Gulf 

3.8 

Claude  0  Stephens 

210 

210 

64 

40 

12 

Engineering 

421 

255 

BankAmerica  Corp 

51.4 

Alden  W  Clausen 

209 

209 

50 

23 

3 

Finance 

522 

256 

Armstrong  Cork 

22.6 

James  H  Binns 

208 

208 

60 

37 

5 

Sales 

733 

256 

Loews 

11.2 

Laurence  A  Tisch 

208 

208 

50 

13 

13 

Finance 

215,529f 

258 

Seaboard  Coast  Line 

40.0 

W  Thomas  Rice 

158 

208 

60 

15 

8 

Engineering 

597f 

259 

Sherwin-Williams 

21.9 

Walter  0  Spencer 

208 

208 

46 

24 

1 

Manufacturing 

185 

260 

Am  Re-Insurance 

0.3 

Merl  L  Rouse 

106 

207 

64 

26 

4 

Underwriting 

1,178 

261 

Cerro 

22.5 

C  Gordon  Murphy 

207 

207 

49 

3 

2 

Marketing 

106 

262 

Castle  &  Cooke 

38.0 

Malcolm  MacNaughton 

145 

206 

63 

30 

10 

Finance 

2,338 

263 

Scovill  Mfg 

20.2 

Malcolm  Baldrige 

206 

206 

50 

10 

3 

Administration 

3,225 

264 

Phelps  Dodge 

15.8 

George  B  Munroe 

176 

205 

51 

15 

3 

Legal 

75 

265 

Santa  Fe  Industries 

36.7 

Ernest  S  Marsh14 

204 

204 

70 

55 

6 

Operations 

193f 

266 

Missouri  Pacific  RR 

23.2 

Downing  B  Jenks 

170 

204 

57 

12 

12 

Operations 

163 

267 

Safeway  Stores 

105.6 

Quentin  Reynolds 

184 

204 

66 

46 

3 

Marketing 

751 

268 

Otis  Elevator 

48.8 

Ralph  A  Weller 

189 

204 

51 

25 

3 

Sales 

101 

269 

Marshall  Field 

15.1 

Gerald  A  Sivage 

203 

203 

63 

41 

9 

Finance 

636 

270 

Esmark 

33.6 

Robert  W  Reneker 

168 

202 

60 

39 

5 

Sales 

280 

271 

National  Tea 

32.0 

F  Bruce  Krysiak15 

202 

202 

50 

3 

3 

Administration 

11 

272 

Columbia  Gas  System 

12.0 

John  W  Partridge 

202 

202 

62 

41 

1 

Engineering 

187 

273 

Am  Smelting  &  Ref 

14.8 

Charles  F  Barber 

201 

201 

56 

17 

2 

Legal 

179 

274 

Capital  Cities  Broad 

2.2 

Thomas  S  Murphy 

181 

201 

47 

18 

6 

Administration 

4,642 

275 

Signal  Companies 

33.0 

Forrest  N  Shumway 

200 

200 

46 

16 

5 

Legal 

932f 

276 

Anaconda 

25.9 

John  B  M  Place 

200 

200 

47 

1 

1 

Finance 

60 

276 

Consolidated  Edison 

23.2 

Charles  F  Luce 

150 

200 

55 

5 

5 

Administration 

38f 

276 

Stauffer  Chemical 

9.5 

Roger  W  Gunder 

200 

200 

64 

38 

6 

Sales 

535 

276 

Owens-Corning  Fiberg 

16.8 

Lauris  Norstad16 

200 

200 

66 

10 

5 

Administration 

1,252 

276 

Gulf  Life  Holding 

4.9 

E  Grant  Fitts 

150 

200 

56 

5 

5 

Legal 

628 

276 

AMF 

29.4 

Rodney  C  Gott 

200 

200 

61 

27 

5 

Engineering 

l,794t 

t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options, 
ft  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene- 
ficially, directly  and  indirectly,    t   Holdings  other  than  common  stock  not  included. 

14)  Succeeded  by  John  S  Reed  2/1/73 

15)  Succeeded  by  W  G  Weston  in  1973. 

16)  Succeeded  by  W  W  Boeschenstein 

1/1/73. 
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Cokemaking  research 
is  aimed  at 
reducing  pollution 


Coke  pellets  from  an  experimental  processing  unit  at  our  Homer  Research  Labora- 
tories. The  500-ton-per-day  pilot  facility  being  built  at  Sparrows  Point  will  be  enclosed 
to  minimize  the  escape  of  pollutants  into  the  atmosphere. 


The  steel  industry  uses  millions  of 
tons  of  coal  annually.  The  pollution 
generated  in  the  conversion  of  coal 
to  coke  for  use  as  blast  furnace 
fuel  has  long  posed  the  most 
difficult  of  all  our  control  problems. 

In  brief,  the  most  advanced 
methods  presently  available  for 
cokemaking  produce  dust,  fumes, 
gases,  and  wastewater  which  are 
difficult  to  control. 

Now  hopes  are  high  for  greatly 
reducing  this  pollution. 

Bethlehem  and  three  other 
companies*  are  investing  more  than 
$27  million  to  develop  a  new  way 
of  producing  coke  in  a  pelletized 
form  in  an  enclosed  process  that 
minimizes  the  escape  of  pollutants. 
Furthermore,  the  process  will 
stretch  the  rapidly  diminishing 
supply  of  low-volatile  coal  because  it 
permits  the  use  of  a  greater  variety 
of  coal  grades  than  is  possible 
with  present  cokemaking  methods. 

Some  $7  million  has  been  spent 
by  the  four-company  group  on  this 
development,  including  the 
operation  of  a  pilot  plant.  These 
companies  will  spend  about 
$20  million  more  to  build  an 
experimental  500-ton-per-day  pilot 
facility  at  our  Sparrows  Point  plant 
(near  Baltimore).  And  additional 
millions  will  be  needed  to  determine 
the  feasibility  cf  the  process  by 
operating  the  facility  and  testing  the 
pellets  in  a  large  blast  furnace. 

This  research  project  is  another 
chapter  in  Bethlehem's  constant 
search  for  new  technologies  that  can 
accelerate  our  progress  in 
pollution  control,  and  also  help 
us  to  stay  competitive. 

'Consolidation  Coal  Company,  National  Steel 
Corporation,  and  Republic  Steel  Corporation. 


BETHLEHEM  STEEL 


BETHIEHEM 
ST  EL 


Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus 

Remuneration:): 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

276 

Lone  Star  Industries 

13.5 

John  R  Kringel 

200 

200 

59 

8 

4 

Administration 

365 

276 

Macmillan 

14.7 

Raymond  C  Hagel 

200 

200 

56 

<      13 

10 

Marketing 

l,755t 

276 

White  Motor 

14.6 

Semon  E  Knudsen 

200 

200 

60 

2 

2 

Engineering 

2,958 

276 

Sperry  &  Hutchinson 

17.0 

William  S  Beinecke 

200 

200 

58 

21 

7 

Legal 

127,196t 

276 

Northwest  Airlines 

10.0 

Donald  W  Nyrop 

200 

200 

61 

18 

18 

Legal 

2,992 

276 

Broadway-Hale 

32.0 

Edward  W  Carter 

200 

200 

61 

27 

27 

Administration 

9,684 

276 

American  Standard 

59.1 

William  A  Marquard 

200 

200 

53 

21 

1 

Administration 

501 

276 

United  Brands 

53.0 

Eli  M  Black 

150 

200 

52 

19 

19 

Finance 

3,529f 

276 

Sunbeam 

19.9 

Robert  P  Gwinn 

200 

200 

65 

37 

17 

Sales 

2,533 

276 

Litton  Industries 

113.6 

Charles  B  Thornton 

200 

200 

59 

19 

19 

Founder 

14,540t 

276 

Leasco  Corp 

8.1 

Saul  P  Steinberg 

200 

200 

33 

12 

12 

Founder 

20,558f 

293 

Intei co 

37.0 

Maurice  R  Chambers 

117 

200 

56 

24 

11 

Marketing 

329 

294 

R  R  Donnelley  &  Sons 

11.8 

Charles  W  Lake  Jr 

170 

199 

54 

27 

9 

Administration 

1,062 

295 

Am  Hospital  Supply 

18.0 

Karl  D  Bays 

189 

199 

39 

14 

2 

Sales 

265 

296 

NL  Industries 

27.5 

Edward  R  Rowley 

.      193 

199 

63 

39 

5 

Production 

142 

297 

Whittaker 

17.0 

Joseph  F  Alibrandi 

199 

199 

44 

2 

2 

Administration 

363 

298 

Northrop 

22.0 

Thomas  V  Jones 

198 

198 

52 

19 

13 

Engineering 

1,108 

299 

Allegheny  Ludlum  Ind 

17.6 

Roger  S  Ahlbrandt 

198 

198 

61 

38 

5 

Sales 

230 

300 

Southern  Railway 

21.1 

W  Graham  Claytor  Jr 

164 

197 

61 

9 

5 

Legal 

329f 

301 

R  H  Macy 

39.0 

Donald  B  Smiley 

140 

197 

58 

27 

1 

Legal 

1,267 

302 

El  Paso  Natural  Gas 

13.1 

Howard  Boyd 

182 

197 

63 

20 

8 

Legal 

431 

303 

Outboard  Marine 

13.3 

William  C  Scott 

196 

196 

60 

30 

14 

Purchasing 

1,593 

304 

Consol  Freightways 

17.3 

William  G  White 

195 

195 

60 

13 

12 

Operations 

2,157 

305 

Engelhard  Min  &  Chem 

8.4 

Milton  F  Rosenthal 

194 

194 

59 

8 

2 

Administration 

l,368f 

306 

Gen  Tire  &  Rubber 

37.3 

Michael  G  O'Neil 

191 

194 

51 

27 

13 

Administration 

55,893 

307 

North  Amer  Philips 

15.0 

Pieter  C  Vink 

188 

193 

53 

8 

4 

Marketing 

34t 

308 

Borg-Warner 

43.5 

James  F  Bere 

193 

193 

50 

12 

1 

Engineering 

373 

309 

SmithKline  Corp 

11.3 

Robert  F  Dee 

193 

193 

48 

24 

1 

Administration 

60 

310 

Daylin 

15.0 

Amnon  Barness 

150 

193 

48 

13 

12 

Finance 

3,705 

311 

Budd 

17.0 

Gilbert  F  Richards 

165 

193 

57 

14 

1 

Sales 

33 

312 

General  Public  Utils 

10.6 

William  G  Kuhns 

192 

192 

51 

17 

6 

Finance 

39 

313 

U  S  Freight 

7.2 

G  Russell  Moir 

157 

192 

60 

12 

6 

Sales 

380 

314 

Security  Pacific 

15.9 

Frederick  G  Larkin  Jr 

180 

190 

59 

36 

5 

Investment 

80 

315 

Nortrust  Corp 

2.5 

Edward  B  Smith 

190 

190 

64 

41 

9 

Finance 

31,280 

316 

Peoples  Gas 

6.5 

Re  mick  McDowell7 

155 

189 

64 

32 

12 

Finance 

106 

317 

Commonwealth  Edison 

14.9 

J  Harris  Ward'8 

188 

188 

65 

35 

11 

Finance 

258f 

318 

Georgia-Pacific 

34.0 

Robert  B  Pamplin 

170 

187 

61 

39 

5 

Finance 

8,346t 

319 

Wicker 

15.0 

Emil  L  McNeely 

165 

186 

54 

8 

2 

Marketing 

732 

320 

Beneficial  Corp 

33.1 

Edgar  T  Higgins 

186 

186 

67 

40 

2 

Legal 

87t 

321 

Pillsbury 

18.8 

Robert  J  Keith19 

186 

186 

59 

37 

5 

Sales 

894 

322 

First  Intl  Banc 

1.9 

Robert  H  Stewart  ill 

170 

186 

47 

22 

13 

Finance 

980 

323 

Gould 

19.3 

William  T  Ylvisaker 

171 

185 

49 

6 

6 

Administration 

659f 

324 

Pet 

21.0 

Boyd  F  Schenk 

185 

185 

50 

25 

4 

Production 

122 

324 

Marlennan 

6.8 

William  F  Souder  Jr2° 

185 

185 

61 

21 

4 

Sales 

5,976 

324 

Unionamerica 

4.5 

Harry  J  Volk 

185 

185 

40 

4 

4 

Marketing 

4,097 

327 

Western  Bancorp 

24.2 

Clifford  Tweter 

150. 

185 

65 

32 

1 

Banking 

359 

328 

Charter  N  Y 

6.4 

Gordon  T  Wallis 

160 

184 

54 

33 

3 

Finance 

17 

329 

Wheeling-Pitts  Steel 

18.3 

Allison  R  Maxwell  Jr21 

184 

184 

58 

37 

6 

Sales 

26 

330 

Freeport  Minerals 

2.3 

Thomas  R  Vaughan 

184 

184 

64 

31 

4 

Legal 

127 

331 

Storer  Broadcasting 

1.4 

Bill  Michaels 

128 

184 

56 

19 

5 

Sales 

1,136 

332 

Briggs  &  Stratton 

6.7 

Vincent  R  Shiely 

184 

184 

53 

14 

1 

Administration 

355 

X  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options, 
tt  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene- 
ficially, directly  and  indirectly,    t  Holdings  other  than  common  stock  not  included. 


17)  Succeeded  by  Robert  M  Drevs  3/2/73. 

18)  Succeeded  by  Thomas  G  Ayers  4/1/73. 

19)  Succeeded  by  William  H  Spoor  1/4/73. 

20)  Succeeded  by  John  M  Regan  Jr  in  1973. 

21)  Succeeded  by  Robert  E  Lauterbach  6/1/73. 
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$200  million  for  better  ways 
to  serve  you- 

Progressive  transportation  is  important  to  the  successful 
future  of  business,  industry  and  the  nation.  So  are  land 
and  natural  resources.  That's  why  we  are  investing 
a  record  $200  million  in  1973  (the  largest  in  Santa  Fe's  history) 
to  make  our  modern  transportation  system  even  better  and 
to  more  efficiently  develop  our  land  and  natural  resources. 
Let  us  show  you  how  Santa  Fe's  better  ways  will 
serve  you  in  the  West  and  Southwest. 


BY  RAILWAY 

with  a  modern 

12,600  mile  system 

in  the  West 

and  Southwest 


PIPELINES 

moving  petroleum 

products,  natural 

gas  liquids  and 

anhydrous  ammonia 


NATURAL 
RESOURCES 

including  oil  and 

gas,  forest  proSucts 

and  coal 


PRINCIPAL  SANTA  FE  COMPANIES: 

The  Atchison,  Topeka  and  Santa  Fe  Railway  Co. 

The  Santa  Fe  Trail  Transportation  Co. -Santa  Fe  Air  Freight  Co 

Santa  Fe  Pipeline  Co. -Gulf  Central  Pipeline  Co 

Santa  Fe  Natural  Resources,  Inc. 

Chanslor-Western  Oil  and  Development  Co 

Santa  Fe  Land  Improvement  Co. 

Robert  E.  McKee,  Inc. -The  Zia  Co. 

Kirby  Lumber  Corp. 


BY  TRUCK 

over  a  busy 
18,370  route  mile 
operation 

and  BY  AIR 

with  nationwide 

freight 

forwarding 


REAL  ESTATE 

offering  plant  sites, 
shopping  centers 
and  construction; 
also  maintenance 
and  guard  services 


g  nil    i  iciyiii  ou. 


SANTA  FE  INDUSTRIES.  INC..  224  S.  Michigan  Ave..  Chicago.  III.  60604 


Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  remuneration): 

His 

With 

As 

Corporate 

Controlled!! 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

333 

Amfac 

24.0 

Henry  A  Walker  Jr 

184 

184 

51c 

25 

5 

Production 

793 

334 

CIT  Financial 

22.7 

Walter  S  Holmes  Jr 

184 

184 

53 

14 

2 

Finance 

527 

335 

Interlake 

9.4 

Reynold  C  MacDonald 

184 

184 

54 

6 

4 

Operations 

12 

336 

Mohasco  Industries 

16.4 

Herbert  L  Shuttleworth  II 

183 

183 

59 

35 

21 

Administration 

1,169 

337 

Crum  &  Forster 

7.0 

Bobby  P  Russell 

183 

183 

53 

31 

2 

Sales 

1,294 

338 

Dayton-Hudson 

27.0 

Kenneth  N  Dayton 

183 

183 

50 

26 

3 

Retailing 

97,240 

339 

Texas  Gas  Trans 

8.3 

William  M  Elmer 

182 

182 

58 

25 

5 

Finance 

557 

340 

Hart  Schaff  &  Marx 

20.0 

John  D  Gray 

137 

182 

60 

28 

13 

Manufacturing 

1,849 

341 

American  Natural  Gas 

8.7 

Ralph  T  McElvenny22 

182 

182 

66 

28 

25 

Finance 

161 

342 

Chesebrough-Pond's 

9.4 

Ralph  E  Ward 

125 

181 

52 

26 

5 

Marketing 

2,364 

343 

Avery  Products 

5.6 

R  Stanton  Avery 

175 

181 

66 

37 

37 

Founder 

69,469 

344 

Ethyl 

13.7 

Floyd  D  Gottwald  Jr 

117 

181 

50 

29 

3 

Administration 

43,361f 

345 

Harris  Bankcorp 

2.6 

William  F  Murray 

162 

181 

60 

38 

2 

Banking 

59t 

346 

CNA  Financial 

20.0 

Elmer  L  Nicholson 

180 

180 

54 

1 

1 

Sales 

11 

346 

Superior  Oil 

2.4 

Howard  B  Keck 

180 

180 

60 

39 

20 

Administration 

180,787t 

346 

Rollins 

8.0 

0  Wayne  Rollins 

180 

180 

61 

25 

25 

Founder 

223,150 

346 

Kayser-Roth 

30.0 

Chester  H  Roth 

180 

180 

71 

45 

45 

Founder 

40,612 

350 

ELTRA 

26.4 

Joseph  A  Keller 

170 

180 

54 

17 

15 

Administration 

1,523 

351 

Universal  Oil  Prods 

11.4 

John  0  Logan 

141 

178 

62 

6 

1 

Sales 

284 

352 

Rep  Nat  Bank  Dallas 

1.9 

James  W  Aston 

156 

178 

62 

28 

12 

Administration 

83 

353 

Gen  American  Trans 

10.0 

Thomas  M  Thompson 

177 

177 

55 

33 

12 

Sales 

163 

354 

Melville  Shoe 

24.4 

Francis  C  Rooney  Jr 

177 

177 

51 

20 

9 

Sales 

3,733 

355 

Pennwalt 

12.8 

William  P  Drake 

177 

177 

60 

39 

18 

Sales 

812 

356 

Stanley  Works 

15.7 

Donald  W  Davis 

153 

176 

51 

25 

7 

Labor  Relations 

597 

357 

McDonnell-Douglas 

86.7 

Sanford  N  McDonnell 

127 

175 

50 

24 

1 

Engineering 

169,425 

358 

McDonald's  Corp 

28.0 

Ray  A  Kroc 

175 

175 

70 

18 

18 

Sales 

545,075 

358 

Crane 

28.0 

Thomas  M  Evans 

175 

175 

62 

14 

14 

Finance 

18,427+ 

358 

Amerada  Hess 

4.7 

Leon  Hess 

175 

175 

59 

40 

1 

Founder 

192,979 

358 

Pabst  Brewing 

5.2 

James  C  Windham 

175 

175 

59 

18 

17 

Finance 

3,043 

358 

Ashland  Oil 

22.7 

Orin  E  Atkins 

175 

175 

48 

23 

8 

Legal 

1,145 

358 

Western  Union 

17.3 

Russell  W  McFall 

175 

175 

51 

9 

7 

Engineering 

515f 

358 

Hartz  Mountain  Ind 

0.9 

Leonard  N  Stern 

175 

175 

35 

N.A. 

2 

Sales 

NA 

358 

Int  Minerals  &  Chera 

6.2 

Richard  A  Lenon 

175 

175 

52 

17 

1 

Finance 

28 

366 

Connecticut  General 

11.5 

Henry  R  Roberts 

169 

175 

56 

27 

12 

Actuary 

267 

367 

First  Banc  Group  (Oh) 

1.9 

John  G  McCoy 

145 

175 

60 

35 

13 

Lending 

2,259 

368 

Kroger 

52.1 

James  P  Herring 

174 

174 

58 

12 

2 

Marketing 

155 

369 

Akzona 

18.3 

Claude  S  Ramsey 

173 

173 

48 

22 

6 

Marketing 

617 

370 

Investors  Div  Serv 

3.7 

Charles  R  Orem 

150 

173 

56 

1 

1 

Finance 

41 

371 

Texas  Eastern  Trans 

4.8 

Baxter  D  Goodrich33 

171 

171 

59 

26 

8 

Engineering 

2,181 

372 

General  Signal 

12.8 

Nathan  R  Owen 

171 

171 

54 

12 

11 

Engineering 

2,206 

373 

National  Gypsum 

15.0 

Colon  Brown 

170 

170 

63 

35 

8 

Manufacturing 

340 

374 

Cleveland  Trust 

3.2 

George  F  Karch24 

170 

170 

66 

47 

6 

Legal 

108 

374 

Boise  Cascade 

29.0 

John  B  Fery 

170 

170 

43 

16 

1 

Administration 

208 

376 

Sybron 

14.8 

Donald  A  Gaudion 

169 

169 

59 

25 

2 

Marketing 

1,356 

377 

Crocker  Natl  Corp 

9.7 

Emmett  G  Solomon 

160 

169 

64 

12 

9 

Finance 

196 

378 

Aetna  Life  &  Cas 

32.1 

John  H  Filer 

168 

168 

48 

14 

1 

Legal 

165 

379 

Dillingham 

12.0 

Lowell  S  Dillingham 

162 

168 

61 

38 

12 

Administration 

14,964 

380 

Trane 

8.2 

Thomas  Hancock 

168 

168 

59 

39 

7 

Sales 

1,469 

381 

J  Ray  McDermott 

10.0 

Charles  L  Graves 

144 

167 

57 

26 

1 

Engineering 

2,935f 

382 

Chessie  System 

40.2 

Hays  T  Watkins 

167 

167 

47 

24 

2 

Finance 

227 

383 

Natl  Detroit  Corp 

5.2 

Robert  M  Surdam 

149 

167 

55 

26 

4 

Finance 

129 

t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options, 
ft  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene 
ficially,  directly  and  indirectly,    t   Holdings  other  than  common  stock  not  included. 

N  A.  Not  available. 

2?)  Succeeded  by  Wilber  H  Mack  1/1/73. 

23)  Succeeded  by  George  F  Kirby  3/30/73. 

24)  Succeeded  by  M  Brock  Weir  1/1/73. 
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We've  Just  celebrated  our  68th  birthday 
with  the  best  year  in  our  history. 

$341,427,000  in  sales— a  record- 
up  14%  from  1971 

$8,761,000  in  earnings— a  record- 
up  61%  from  1971 

And,  we're  doing  a  lot  more  than  just  growing  bigger,  we're 
growing  better— look  at  the  facts,  over  the  past  4  years: 

■  Long  term  debt  was  down  to  $34.1  million  from  $49  million. 

■  Working  capital  increased  to  $62.3  million  from  $40  million. 

■  Shareholder's  equity  has  increased  to  $59  million  at  year 
end  1972  from  $39.4  million— a  19%  increase  in  1972  alone. 


But,  our  past  performance  is  only  the  beginning.  Looking  to 
tomorrow  we  see  even  more  growth.  Expansion  into  related 
and  complementary  fields,  an  exceptionally  strong  manage- 
ment team  and  a  progressive  operating  philosophy  are  just 
part  of  what's  happening  at  NVF. 

You  can  get  the  whole  picture  by  sending  for  our  annual 
report.  It  explains  all  about  our  sustained  growth  and  profit- 
ability—how we  maintain  our  responsiveness  to  the  ever 
changing  needs  of  a  growing  economy— how  we've  been  able 
to  develop  one  of  the  most  exceptional  management  teams 
anywhere  and  why  we're  celebrating  the  best  year  in  our  his- 
tory. Isn't  it  worth  looking  into  for  yourself?  Write  to:  Cor- 
porate Relations,  NVF  Company,  Yorklyn,  Delaware  19736. 


NVF  •New  York  Stock  Exchange  Ticker  Symbol:  NVF 


Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  Remuneration!; 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

384 

Revere  Coppr  &  Brass 

9.0 

John  H  Eikenberg 

167 

167 

63 

48 

7 

Labor  Relations 

92f 

385 

First  Bank  System 

6.6 

Donald  R  Grangaard 

155 

166     , 

5* 

34 

4 

Credit 

684 

386 

Fidelity  Corp  (Penn) 

3.2 

Howard  C  Petersen 

158 

166 

63 

25 

22 

Legal 

574 

387 

A  0  Smith 

15.9 

Lloyd  B  Smith 

166 

166 

52 

31 

6 

Administration 

32,675f 

388 

Ocean  Drill  &  Explor 

1.3 

Alden  J  Labor de 

152 

165 

57 

20 

20 

Operations 

9,193t 

389 

Westvaco 

13.7 

David  L  Luke  III 

165 

165 

49 

21 

9 

Finance 

3,697 

389 

Pacific  Gas  &  Eiec 

25.7 

Shermer  L  Sibley 

165 

165 

59 

36 

3 

Engineering 

190 

389 

Southern  Cal  Edison 

13.3 

Jack  K  Morton 

165 

165 

56 

14 

8 

Legal 

87f 

389 

Del  Monte 

33.0 

Alfred  W  Eames  Jr 

165 

165 

58 

38 

4 

Production 

431 

389 

Morton-Norwich 

11.8 

John  Simmons 

165* 

165 

53 

1 

1 

Marketing 

HA. 

394 

Chicago  Milwaukee 

14.2 

William  J  Quinn 

165 

165 

62 

19 

3 

Legal 

lot 

395 

Capital  Holding 

5.5 

Homer  D  Parker 

135 

165 

63 

4 

3 

Sales 

419 

396 

Nat  City  Bank  Cleve 

1.5 

Claude  M  Blair 

134 

165 

60 

6 

1 

Legal 

92 

397 

Cyclops 

10.2 

William  G  Stewart25 

165 

165 

65 

43 

18 

Sales 

1,854 

398 

Martin  Marietta 

30.4 

J  Donald  Rauth 

164 

164 

55 

32 

1 

Engineering 

56 

399 

Consumers  Power 

12.0 

Alphonse  H  Aymond 

164 

164 

58 

26 

13 

Legal 

139 

399 

Champion  Spark  Plug 

12.4 

Robert  A  Stranahan  Jr 

164 

164 

58 

38 

19 

Administration 

265,830 

401 

Sec  Natl  Bank  LI  NY 

2.5 

Patrick  J  Clifford 

95 

164 

60 

7 

4 

Administration 

324 

402 

Midlantic  Banks 

2.5 

Gustave  E  Wiedenmayer26 

147 

163 

64 

2 

2 

Administration 

360 

403 

Franklin  NY  Corp 

3.8 

Harold  V  Gleason 

130 

163 

53 

17 

4 

Marketing 

143f 

404 

Fedders 

10.0 

Salvatore  Giordano  Sr 

163 

163 

62 

45 

28 

Administration 

13,868 

405 

United  States  Shoe 

18.0 

Philip  G  Barach 

163 

163 

43 

13 

5 

Administration 

402 

406 

Southwest  Bancshares 

1.6 

Aylmer  G  McNeese  Jr 

145 

162 

61 

17 

6 

Legal 

866 

407 

Carnation 

17.5 

H  Everett  Olson 

161 

161 

66 

42 

10 

Finance 

702 

408 

Farmers  Group 

6.1 

Robert  E  Early 

142 

161 

55 

31 

11 

Operations 

2,859 

409 

Williams  Companies 

8.5 

John  H  Williams 

161 

161 

54 

32 

22 

Engineering 

52,965 

410 

Springs  Mills 

20.6 

H  William  Close 

96 

160 

53 

26 

13 

Administration 

74,718 

411 

Maytag 

4.0 

Emerson  G  Higdon 

160 

160 

64 

40 

11 

Finance 

631 

412 

St  Paul  Companies 

6.6 

Ronald  M  Hubbs27 

141 

160 

65 

36 

9 

Administration 

562 

413 

Magnavox 

21.9 

Robert  H  Piatt 

160 

160 

53 

10 

5 

Finance 

304 

414 

Continental  Corp 

19.0 

Nathan  H  Wentworth 

160 

160 

62 

20 

3 

Administration 

339f 

414 

USLIFE  Corp 

3.1 

Gordon  E  Crosby  Jr 

160 

160 

52 

14 

7 

Sales 

856 

414 

McGraw-Hill 

12.0 

Shelton  Fisher 

160 

160 

62 

33 

5 

Sales 

288 

414 

Northern  Natural  Gas 

9.2 

Willis  A  Strauss 

160 

160 

51 

24 

6 

Administration 

951 

418 

Polaroid 

12.0 

Edwin  H  Land 

160 

160 

64 

35 

35 

Founder 

619,802 

419 

Genesco 

76.0 

Franklin  M  Jarman 

133 

160 

41 

15 

1 

Finance 

l,035t 

420 

McGraw-Edison 

25.0 

Raymond  H  Giesecke 

150 

159 

66 

24 

3 

Finance 

336 

420 

Pitt-ton 

17.5 

Nicholas  T  Camicia 

134 

159 

57 

4 

3 

Operations 

312 

422 

MGIC  Investment 

0.8 

Max  H  Karl 

140 

158 

63 

16 

16 

Legal 

38,654 

423 

Great  Atl  &  Pac  Tea 

113.6 

William  J  Kane 

146 

158 

60 

38 

2 

Operations 

45 

424 

Black  &  Decker 

14.0 

Alonzo  G  Decker  Jr 

158 

158 

65 

42 

8 

Manufacturing 

20,615 

425 

Brown  Group 

27.0 

W  L  Hadley  Griffin 

148 

158 

54 

26 

4 

Legal 

756 

426 

Fairmont  Foods 

7.9 

Leroy  Melcher 

155 

158 

60 

5 

1 

Administration 

3,178 

427 

Airco 

13.1 

George  S  Dillon 

158 

158 

55 

11 

5 

Legal 

193 

428 

Fleming 

4.1 

Richard  D  Harrison 

127 

157 

50 

22 

9 

Administration 

956 

429 

Mfrs  Nat  Bank  Detroit 

2.7 

Roland  A  Mewhort28 

147 

157 

62 

39 

6 

Banking 

157 

430 

Campbell  Soup 

32.0 

Harold  A  Shaub 

157*t 

157 

57 

30 

1 

Operations 

264 

431 

Kellogg 

15.7 

Joe  E  Lonning 

129 

155 

57 

32 

1 

Sales 

490 

432 

Central  Soya 

10.2 

Dale  W  McMillen  Jr 

155 

155 

59 

36 

2 

Manufacturing 

7,802 

433 

Alco  Standard 

14.9 

Tinkham  Veale  II 

155 

155 

58 

7 

7 

Engineering 

7,181 

433 

Crown  Zellerbach 

28.0 

Charles  R  Dahl 

155 

155 

51 

23 

3 

Production 

49f 

t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options 
tt  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene 
ficialiy.   directly  and  indirectly,     f   Holdings  other  than  common  stock  not  included 


J  f   Salary  not  annualized. 

'    Salary  annualized. 
N  A     Not  available. 

25)   Succeeded  by  W  H  Knoell  3/31/73. 
2f,>   Succeeded  by  new  CIO  6/1/73 
?!<   Succeeded  by  Carl  B  D-ake  Jr  3/1/73 
28)   Succeeded  by  Dean  E  Richardson  in  1973. 
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Low  Sulphur, 
Low  Ash . 


Today,  and  for  the  foreseeable  future,  the  nation's  electric  energy  supply  depends 
on  coal... its  quality  and  its  availability. 

We  are  lucky.  Utah  Power  &  Light  has  an  abundance  of  some  of  the  best  coal  in 
the  country.  Low  sulphur  content.  Low  ash.  Relatively  low  cost  and  a  long-term 
supply  owned  by  the  company  and  under  contract. 

When  it  comes  to  good  coal,  what's  good  for  Utah  Power  &  Light  Company 

is  good  for  our  customers  and  our  shareholders.  And  that's  not  all  that  we'd  like 

you  to  consider. 

Coal  is  only  one  of  the  many  things  that  makes 
Utah  Power  a  unique  utility  —    of  special  interest 
to  investors. 


Utah 


For  further  information,  write  D.  L.  Broussard, 

Vice  President  and  Treasurer,  (Dept.  F-5), 

P.O.  Box  899,  Salt  Lake  City,  Utah  84110.  POlAff^f 


&LightCo. 
Electricity— Key  to  a  Quality  Environment 


Who  Gets  the  Most  Pay 


1972  Data 

Number  ol 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus 

Remuneration! 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

435 

Bank  of  Virginia 

3.0 

Herbert  C  Moseley 

116 

155 

64c 

28 

11 

Banking 

290 

436 

Hewlett-Packard 

21.0 

William  R  Hewlett 

144 

154 

60 

25 

4 

Founder 

600,766 

437 

Levi  Strauss 

25.1 

Walter  A  Haas  Jr 

145 

153 

57 

34 

15 

Administration 

122,036 

438 

Interstate  Stores 

15.0 

Sol  W  Cantor 

153 

153 

62 

40 

4 

Marketing 

778 

439 

Trans  World  Airlines 

36.8 

Charles  C  Tillinghast  Jr 

127 

152 

62 

12 

12 

Legal 

502 

440 

Perkin-Elmer 

6.8 

Chester  WNimitzJr 

105 

152 

58 

11 

8 

Administration 

77 

441 

United  Telecommun 

25.5 

Paul  H  Henson 

152 

152 

47 

14 

8 

Engineering 

356 

442 

Gimbel  Brothers 

30.0 

Bruce  A  Gimbel 

120 

151 

60 

38 

13 

Marketing 

32,191 

443 

Anderson-Clayton 

22.0 

Thomas  J  Barlow 

138 

151 

50 

27 

6 

Administration 

429 

444 

Indian  Head 

18.3 

Richard  J  Powers 

141 

151 

47 

13 

1 

Legal 

416f 

445 

Gerber  Products 

6.8 

John  C  Suerth 

150 

150 

59 

27 

1 

Manufacturing 

146 

446 

Walter  E  Heller 

4.1 

Franklin  A  Cole 

149 

150 

46 

10 

2 

Legal 

493 

447 

Union  Electric 

6.1 

Charles  J  Dougherty 

150 

150 

54 

31 

5 

Legal 

175 

447 

Potlatch  Forests 

10.8 

Richard  B  Madden 

150 

150 

44 

2 

2 

Finance 

26 

447 

Howmet 

8.6 

Jean  L  Loyer 

150* 

150 

40 

1 

1 

Engineering 

6 

447 

Arlen  Realty  &  Dvpt 

18.5 

Arthur  G  Cohen 

150 

150 

43 

2 

2 

Legal 

76,674f 

447 

Colonial  Stores 

13.0 

Ernest  F  Boyce 

150 

150 

56 

9 

6 

Administration 

749 

447 

l-T-E  Imperial 

14.2 

William  C  Musham 

150 

150 

57 

33 

5 

Engineering 

3,091 

447 

Grumman 

25.4 

E  Clinton  Towl 

150 

150 

68 

44 

8 

Finance 

375 

447 

Mead 

32.9 

James  W  McSwiney 

150 

150 

57 

38 

4 

Finance 

567 

447 

UAL 

53.7 

Edward  E  Carlson 

150 

150 

61 

2 

2 

Administration 

3,578f 

447 

Ward  Foods 

14.1 

William  Howlett 

150* 

150 

57 

1 

1 

Administration 

518 

457 

Lincoln  First  Banks 

3.8 

Wilmot  R  Craig 

125 

150 

63 

37 

7 

Finance 

100 

458 

Nalco  Chemical 

2.9 

Robert  T  Powers 

140 

149 

52 

27 

1 

Sales 

1,119 

459 

American  General 

8.2 

Benjamin  N  Woodson 

149 

149 

64 

19 

1 

Sales 

l,253f 

460 

Con  Natural  Gas 

8.0 

Herbert  C  Johnson 

149 

149 

64 

30 

2 

Finance 

278 

461 

Ticor 

7.4 

Ernest  J  Loebbecke 

117 

149 

62 

38 

18 

Finance 

182 

462 

Vomado 

18.0 

Frederick  Zissu 

148 

148 

59 

36 

9 

Legal 

2,515 

463 

Int  Flavors  &  Frag 

2.7 

Henry  G  Walter  Jr 

125 

148 

62 

10 

10 

Legal 

165,623 

464 

Snap-On  Tools 

3.5 

Robert  L  Graver 

148 

148 

62 

30 

7 

Legal 

3,015 

465 

Rohm  &  Haas 

16.0 

Vincent  L  Gregory  Jr 

148 

148 

49 

23 

2 

Finance 

2,809 

466 

Simplicity  Pattern 

4.4 

James  J  Shapiro 

148 

148 

63 

46 

24 

Founder 

2,132 

467 

Contl  Telephone 

18.7 

Charles  Wohlstetter 

147 

147 

63 

13 

1 

Finance 

1,471 

468 

Talcott  National 

1.1 

Herbert  R  Silverman 

147 

147 

60 

28 

11 

Finance 

961 

469 

Panhandle  East  Pipe 

3.7 

Richard  L  O'Shields 

146 

146 

46 

13 

3 

Production 

235 

470 

Abbott  Laboratories 

19.2 

Edward  J  Ledder 

146 

146 

55 

33 

1 

Sales 

126 

471 

Indust  Valley  Bank 

1.5 

Richard  W  Havens 

145 

145 

52 

19 

19 

Finance 

381 

472 

United  Merch  &  Mfrs 

35.0 

Merwin  R  Haskel 

145 

145 

73 

54 

4 

Marketing 

660 

473 

Gamble-Skogmo 

21.5 

Berlin  C  Gamble 

145 

145 

75 

45 

23 

Founder 

6,499f 

473 

NCNB 

4.0 

Addison  H  Reese 

145 

145 

64 

21 

19 

Finance 

484 

475 

Pittsburgh  National 

2.8 

Merle  E  Gilliand 

133 

145 

51 

20 

3 

Finance 

223 

476 

Industrial  Bancorp 

2.0 

John  J  Cummings  Jr 

126 

144 

49 

26 

1 

Finance 

1,376 

477 

Detroit  Edison 

10.9 

William  G  Meese 

125 

144 

56 

31 

1 

Engineering 

41t 

478 

Boeing 

58.6 

Thornton  A  Wilson 

144 

144 

52 

30 

4 

Engineering 

107 

479 

National  Can 

11.0 

Robert  Stuart29 

139 

143 

51 

21 

7 

Administration 

592 

480 

First  Natl  Boston 

7.4 

Richard  D  Hill 

143 

143 

53 

27 

1 

Lending 

109 

481 

Certain-Teed  Prods 

8.6 

Malcolm  Meyer 

143 

143 

57 

35 

18 

Administration 

2,080 

482 

Amstar 

6.4 

Robert  T  Quittmeyer 

142 

142 

52 

17 

1 

Legal 

187f 

483 

Marine  Midland  Banks 

11.0 

Charles  A  Winding 

106 

141 

65 

24 

24 

Banking 

237 

484 

Pacific  Lighting 

9.4 

Paul  A  Miller 

141 

141 

48 

24 

4 

Finance 

1,065 

485 

Flying  Tiger 

4.1 

Wayne  M  Hoffman 

141 

141 

50 

5 

2 

Legal 

6,367 

486 

Phila  Electric 

10.4 

Robert  F  Gilkeson 

96 

141 

55 

33 

3 

Operations 

88t 

t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options. 
tt  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene- 
ficially, directly  and  indirectly,    t  Holdings  other  than  common  stock  not  included. 

*  Salary  annualized. 

29)  Succeeded  by  Frank  W  Considine  in 

1973. 
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The  only  way  to  really  improve  your  golf  game 
is  to  improve  your  swing. 

The  best  way  to  improve  your  swing  is  to  get 
some  lessons,  then  practice. 


And  you  know  it. 


But  if  you  want  to  get  the  most  out  of  the  swin 
you've   got,   our   OFFSET   irons   and   woods  will 
help  you.  I  If 

The  offset  stainless  investment  cast  FTD  irons 
feature  true  perimeter  and  heel/toe  weight  dis- 
tribution (figure  1)  with  the  "no-hosel"  which  takes 
weight  out  of  the  shaft  and  puts  it  behind  the  ball. 


Club-face  alignment,  a  subtle  but  serious  problem 
for  all  golfers,  is  made  easier  by  the  clean  lines  of 
the  "no-hosel"  and  the  offset  head  (figure  2).  The 
offset  feature  forces  your  hands  to  come  through 
the  ball  slightly  ahead  of  the  club-head,  something 
not  even  the  best  swingers  can  always  do. 

OFFSET  irons  and  woods  —  the  clubs  and  their 
price  are  as  different  and  reasonable  as  the  head' 
line  of  this  ad. 


(fam&j3tmr\fiirst  Flight  O- 


.-ProFessIonaI 
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Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  Remuneration]; 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

487 

George  A  Hormel 

9.0 

Ira  J  Holton 

141 

141 

53 

26 

1 

Legal 

54,472 

488 

Brown-Forman  Dist 

1.8 

William  F  Lucas 

141 

141 

62, 

38 

4 

Finance 

3,0891 

489 

Baxter  Laboratories 

13.6 

William  B  Graham 

140 

140     * 

61 

28 

20 

Administration 

28,606 

489 

M  Lowenstein  &  Sons 

17.5 

Robert  Bendheim 

140 

140 

56 

35 

2 

Manufacturing 

1,523 

489 

Genuine  Parts 

7.0 

Wilton  D  Looney 

124 

140 

54 

34 

11 

Operations 

14,463 

489 

BanCal  Tri-State 

4.0 

Charles  DeBretteville 

140 

140 

59 

10 

9 

Administration 

380 

489 

Gr  Western  Financial 

1.5 

Stuart  Davis 

140 

140 

57 

34 

8 

Finance 

651 

494 

Champion  Home 

4.0 

Henry  E  George 

136 

140 

45 

19 

14 

Finance 

72,943 

495 

Safeco 

7.4 

Gordon  H  Sweany 

123 

140 

60 

38 

3 

Legal 

1,142 

496 

Bemis 

14.7 

Judson  Bemis 

140 

140 

59 

36 

13 

Administration 

6,307 

497 

Scott  Paper 

19.7 

Charles  D  Dickey  Jr 

140 

140 

55 

26 

1 

Manufacturing 

173 

498 

J  P  Stevens 

43.0 

James  D  Finley 

140 

140 

57 

28 

4 

Sales 

356 

499 

Equimark 

2.3 

Marion  A  Cancelliere 

139 

139 

62 

38 

20 

Finance 

855 

500 

Albertson's 

11.6 

Jonathan  L  Scott 

133 

138 

43 

20 

1 

Administration 

784 

501 

Chicago  Bridge  &  Iron 

10.8 

Marvin  G  Mitchell 

126 

138 

56 

33 

3 

Sales 

3,092 

502 

Cities  Service 

21.4 

Robert  V  Sellers 

138 

138 

46 

22 

1 

Engineering 

150 

503 

Louisiana-Pacific 

6.1 

William  H  Hunt 

125* 

138 

63 

16 

1 

Sales 

516 

504 

Commerce  Clearing 

2.7 

Oakleigh  L  Thome 

129 

137 

64 

25 

15 

Administration 

27,526 

505 

Seattle-First  Nat  Bk 

4.5 

William  M  Jenkins 

130 

137 

54 

27 

10 

Finance 

3,682 

506 

American  Intl  Group 

8.0 

Maurice  R  Greenberg 

137 

137 

48 

5 

5 

Insurance 

16,301t 

507 

St  Joe  Minerals 

4.0 

John  C  Duncan 

137 

137 

52 

2 

1 

Operations 

41 

508 

Fidelity  Union  Banc 

1.6 

C  Malcolm  Davis 

127 

137 

54 

17 

13 

Finance 

718 

509 

Texas  Utilities 

8.8 

Clarence  A  Tatum  Jr 

136 

136 

65 

5 

5 

Sales 

477 

510 

Gardner-Denver 

7.6 

Cedric  H  Rieman30 

136 

136 

63 

36 

5 

Sales 

1,399 

511 

Flintkote 

9.3 

James  D  Moran 

136 

136 

51 

22 

2 

Operations 

125 

512 

Archer-Daniels-Mid 

3.3 

Dwayne  0  Andreas 

135 

135 

55 

3 

3 

Sales 

34,020 

513 

Diamond  Shamrock 

10.2 

James  A  Hughes 

135 

135 

60 

17 

3 

Administration 

181f 

514 

General  Reinsurance 

0.5 

Harold  J  Hudson  Jr 

100 

135 

49 

17 

1 

Legal 

30 

515 

Clorox 

2.0 

Robert  B  Shetterly 

125 

135 

57 

7 

5 

Marketing 

1,584 

516 

Potomac  Elec  Power 

4.0 

W  Reid  Thompson 

134 

134 

48 

2 

2 

Legal 

24 

517 

Pullman 

22.0 

Samuel  B  Casey  Jr 

132 

134 

45 

2 

2 

Administration 

32 

518 

Citizens  &  Southern 

5.1 

Richard  L  Kattel 

120 

133 

36 

14 

I 

Finance 

228 

519 

Holiday  Inns 

22.6 

Kemmons  Wilson 

129 

132 

60 

21 

21 

Foundei 

66,870 

520 

Dravo 

7.9 

Robert  Dickey  III 

132 

132 

55 

25 

7 

Sales 

431 

521 

American  Nat  Fin 

8.0 

Glendon  E  Johnson 

132 

132 

49 

2 

2 

Legal 

245 

522 

Prentice-Hall 

4.0 

Frank  J  Dunnigan 

109 

132 

58 

36 

2 

Finance 

588 

523 

Detroit  Bank  &  Trust 

2.6 

C  Boyd  Stockmeyer 

131 

131 

60 

32 

2 

Finance 

94 

524 

G  D  Searle 

10.9 

Daniel  C  Searle 

131 

131 

47 

21 

2 

Administration 

597,318f 

525 

North  States  Power 

6.9 

Robert  H  Engels 

131 

131 

63 

47 

2 

Sales 

47 

526 

Pub  Serv  Elec  &  Gas 

14.8 

Edward  R  Eberie 

131 

131 

63 

39 

2 

Commercial 

56 

527 

Lincoln  Nat!  Corp 

10.6 

Thomas  A  Watson 

130 

130 

55 

27 

1 

Marketing 

80 

528 

Northeast  Utilities 

7.7 

Lelan  F  Sillin  Jr 

130 

130 

55 

5 

3 

Legal 

55 

529 

Norton 

18.2 

Robert  Cushman 

130 

130 

57 

28 

2 

Sales 

101 

530 

Kaiser  Steel 

13.7 

Jack  J  Carlson 

130 

130 

55 

28 

4 

Sales 

40f 

531 

Amer  Secur  &  Trust 

1.2 

Robert  C  Baker 

130 

130 

70 

15 

14 

Banking 

346 

532 

Thrifty  Drug  Stores 

10.0 

Leonard  H  Straus 

130 

130 

58 

27 

16 

Legal 

4,381 

533 

Charter  Company 

3.5 

Raymond  K  Mason 

130 

130 

46 

9 

9 

Banking 

16,632 

534 

First  Empire  State 

2.2 

Charles  R  Diebold 

129 

129 

61 

3 

3 

Finance 

723 

535 

Fort  Howard  Paper 

2.5 

John  P  Cofrin 

105 

129 

N.A. 

N.A. 

N.A 

N.A. 

34,537 

536 

Rorer-Amchem 

3.5 

John  W  Eckman 

129 

129 

53 

10 

1 

Marketing 

518 

537 

Masonite 

6.6 

Samuel  S  Greeley 

122 

129 

58 

21 

1 

Legal 

493 

537 

West  Point-Pepperell 

20.1 

John  P  Howland 

79 

129 

63 

5 

5 

Sales 

303 

t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options 
tt  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene- 
ficially, directly  and  indirectly,     t   Holdings  other  than  common  stock  not  included 

*   Salary  annualized 

N.A.   Not  available 

30)  Succeeded  by  Lynn  L  Leigh  1/18/73. 
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Amfac  is  20,000  people 
helping  you  to  live  better 


At  Liberty  House  Store,  Eastridge  Mall,  San  Jose,  Calif. 


Whether  they  re  serving  you  food  in 
the  Grand  Canyon,  advising  you  on 
modern  fashions,  welcoming  you  to 
a  beautiful  resort  or  helping  you  ar- 
range financing,  Amfac  people  are 
dedicated  to  a  kind  of  personal  serv- 
ice that's  all  too  rare  today. 

Rather  than  dying  out,  such  service 
is  a  highly  cultivated  art  among  all 
20,000  Amfac  employees.  The  qual- 
ities of  warmth  and  politeness  go  al- 
most naturally  with  the  rich  racial 
mix  of  our  home  base— Hawaii. 

The  intimate  nature  of  doing  busi- 


ness on  an  island,  where  customers 
are  also  neighbors,  has  given  Amfac 
people  a  built-in  concern  for  fair- 
ness, quality  and  service.  As  we  ex- 
panded around  the  Pacific  Basin, 
our  new  employees  caught  that  spe- 
cial spirit  and  our  heritage  of  dealing 
with  diverse  people. 

Amfac  people  have  helped  spark 
our  growth  into  a  company  with  rev- 
enues of  $3/4  billion,  a  steady  earn- 
ings per  share  growth  rate  of  10  to 
15  percent  a  year.  Today,  more  than 
75  percent  of  Amfac  s  revenues 


come  from  the  U.S.  mainland. 

But  it's  no  surprise  that  all  our  ex- 
pansion fits  into  our  four  basic  con- 
sumer concepts— merchandising, 
food  processing,  hospitality  and  as- 
set management.  Serving  the  cus- 
tomer directly  is  what  we've  done 
for  more  than  123  years.  What  we  do 
best  and  what  we  want  to  keep 
doing. 

For  a  copy  of  our  latest  report,  write 
to  Amfac,  Inc.,  Dept.  104,  P  O.  Box 
3230,  Honolulu,  Hawaii  96801. 


Serving  People  in  the  U.S.  and  the  Pacific  Basin 


Southern  Pacific:  it's  more  tha 
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14,000  mile  railroad. 

Southern  Pacific  is  a  topnotch  railroad  because  we  don't  sit  on  old  ideas. 
7e  build  what  we  do  on  fresh  thinking  and  by  putting  our  dollars  where  they'll  help 

the  most.  Example:  Equipment  purchasing.  In  1972  and  1973  we're  putting 
more  than  $280  million  on  the  line  for  294  locomotives  and  over  10,000  modern 
freight  cars.  To  help  keep  our  customers  more  competitive. 
To  make  our  railroad  more  efficient. 


It's  computer  consultation 


Our  investment  in  growth  doesn't  stop  with  the  railroad. 
We  spent  $23  million  on  a  sophisticated  computerized 
management  information  system.  We  deliberately 
installed  the  very  best.  Now  we're  offering  services 
based  on  this  system  toother  companies  and  supplementing 
it  with  the  expertise  we've  acquired  along  the  way. 


pipelines 


We  got  into  the  pipeline  business  in  1955 
to  serve  a  growing  need. 
Shipping  petroleum  products  or  coal  slurry  this  way  is  more  efficient. 
Now  our  pipelines  run  2700  miles  and  include  the  world's  longest  coal  slurry 
system.  Our  customers  get  better  service  at  lower  costs,  and  moving 
petroleum  products  through  underground  pipelines 
helps>improve  the  environment. 

land  management. 


We  even  grow  grapes. 
It's  part  of  an  expanding 
effort  to  more  fully  utilize 
and  improve  our  resources. 

Nurturing  vineyards  comes 
easy  after  a  century  of  managing  forests  and  developing 

methods  of  selective  cutting  and  reseeding  which 
many  rate  the  finest.  So  if  you  haven't  looked  at  us  lately, 
don't  look  back.  We're  the  railroad  ahead. 


Southern  Pacific 

— the  transportation  company  that  does  things  first. 


Florida 

trade 

mark. 


PAN  AMERICAN  BANCSHARES  inc. 

150  S.E.  THIRD  AVENUE,  MIAMI,  FLORIDA  33101,  305/374-7211 

MIAMI  Pan  American  Bank  of  Miami  /  Pan  American  Bank  of 
Dade  County  /  Pan  American  Bank  of  Hialeah  NA  /  Pan  American 
Bank  of  Miami  Beach  /  Pan  American  Bank  of  Coral  Gables  NA 
Pan  American  Bank  of  West  Dade  FT.  LAUDERDALE  Pan  Amer- 
ican Bank  of  Broward  County  NA  ORLANDO  Citizens  National 
Bank  of  Orlando  SARASOTA  Pan  American  Bank  of  Sarasota 
TAMPA  Pan  American  Bank  of  Tampa  NA  ATICO  MORTGAGE 
CORPORATION  Miami  /  Ft.  Lauderdale  /  West  Palm  Beach  / 
Orlando  /  Tampa  /  Melbourne  /  Largo 


Members  FDIC 


Whatever  you  trade,  wherever  you  trade  it,  look  for  the 
Pan  American  Bancshares  Trademark. 

There  are  ten  Pan  American  Banks  in  Florida,  located 
in  the  counties  that  account  for  over  half  of  Florida's 
growing  population.  So  if  you  trade  in  Florida,  we  have 
your  markets  covered. 

We're  also  a  state-wide  mortgage  banking  organization; 
a  commercial  finance  company;  maintain  data  processing 
centers  in  Miami  and  Orlando;  and  have  over  90  corres 
pondent  banks  in  foreign  countries. 

We  back  our  more  than  one-half  billion  dollars  in 
resources  with  fiscal  vision,  professional  advice  and 
personalized  service. 

Whether  your  trade  crosses  a  state  line  or  an  ocean,  our 
symbol  is  your  assurance  of  quality  financial  service  at 
the  crossroads  of  the  Americas. 

Write  for  our  annual  report. 
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Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  Remuneration^ 

His 

With 

As 

Corporate 

Controlled!! 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

539 

Reynolds  Metals 

35.2 

Richard  S  Reynolds  Jr 

129 

129 

64 

35 

18 

Finance 

18f206f 

540 

Hershey  Foods 

8.5 

Harold  S  Mohler 

128 

128 

54 

24 

7 

Manufacturing 

109 

541 

Arkansas  Louisiana  Gas 

4.6 

Wilton  R  Stephens31 

128 

128 

65 

16 

15 

Administration 

2,949 

542 

First  &  Merchants 

2.5 

Robert  L  Gordon  Jr 

123 

128 

64 

43 

5 

Trust 

75 

543 

First  Commerce  Corp 

0.9 

James  H  Jones 

128 

128 

42 

3 

3 

Banking 

784f 

544 

Pan  Am  World  Airways 

34.9 

William  T  Seawell 

128 

128 

55 

1 

1 

Operations 

2t 

545 

General  Host 

10.5 

Harris  J  Ashton 

127 

127 

40 

8 

3 

Finance 

251f 

546 

R  P  Scherer 

1.6 

R  P  Scherer  Jr 

89 

127 

40 

16 

12 

Administration 

311,081 

547 

American  National 

1.2 

Allen  P  Stults 

127 

127 

59 

39 

4 

Lending 

572 

548 

Long  Island  Lighting 

5.4 

John  J  Tuohy 

127 

127 

56 

27 

13 

Legal 

117 

549 

Houston  Lt  &  Pow 

6.0 

Percy  H  Robinson 

126 

126 

69 

44 

7 

Sales 

315 

550 

Signode 

5.6 

John  H  Leslie 

115 

126 

58 

36 

11 

Engineering 

13,244 

551 

Nat  Starch  &  Chem 

3.2 

Donald  D  Pascal 

101 

126 

65 

44 

9 

Marketing 

5,826 

552 

Thomas  &  Betts 

2.1 

Robert  M  Thomas 

126 

126 

63 

42 

3 

Administration 

31,198 

553 

Hilton  Hotels 

22.0 

Barron  Hilton 

126 

126 

45 

18 

7 

Finance 

82,742 

554 

Pueblo  International 

11.0 

Harold  Toppel 

125 

125 

48 

18 

18 

Marketing 

6,294 

554 

Motorola 

56.0 

Robert  W  Galvin 

125 

125 

50 

28 

8 

Administration 

231,355 

554 

Parkview-Gem 

6.1 

Irving  Wiggs 

90 

125 

59 

3 

3 

Sales 

25f 

554 

Fisher  Foods 

13.3 

John  Fazio 

125 

125 

53 

8 

8 

Retailing 

31,805 

554 

Montana  Power 

1.4 

John  E  Corette32 

125 

125 

65 

39 

20 

Administration 

812f 

554 

Central  Tel  &  Utils 

10.0 

Robert  P  Reuss 

125* 

125 

55 

1 

1 

Operations 

18 

554 

Teleprompter 

24.0 

Raymond  P  Shafer 

125* 

125 

56 

1 

1 

Legal 

13 

554 

Colonial  Penn  Group 

1.3 

John  J  MacWilliams  Jr 

125 

125 

44 

4 

3 

Administration 

638 

562 

Ohio  Edison 

6.0 

D  Bruce  Mansfield 

125 

125 

63 

24 

8 

Legal 

216 

563 

Lear  Siegler 

21.6 

Robert  T  Campion 

122 

125 

51 

15 

2 

Finance 

170 

564 

Cummins  Engine 

16.5 

J  Irwin  Miller 

125 

125 

63 

39 

21 

Administration 

157,575 

565 

Hospital  Trust  Corp 

1.4 

Clarence  H  Gifford  Jr 

115 

125 

60 

24 

10 

Administration 

300 

566 

Acme  Markets 

36.1 

John  R  Park 

124 

124 

57 

34 

6 

Administration 

237 

567 

Royal  Crown  Cola 

3.0 

William  C  Durkee 

104 

124 

51 

6 

3 

Marketing 

1,778 

568 

Comsat 

1.2 

Joseph  V  Charyk 

124 

124 

52 

10 

3 

Administration 

10 

569 

SCM 

28.3 

Paul  H  Elicker 

124 

124 

50 

16 

1 

Finance 

191 

570 

Richmond  Corp 

5.2 

Warren  M  Pace 

123 

123 

53 

12 

8 

Marketing 

179 

571 

Centennial  Corp 

1.4 

Richard  E  Riebel 

112 

123 

50 

20 

16 

Marketing 

144,736f 

572 

ARA  Services 

54.0 

Davre  J  Davidson 

123 

123 

61 

37 

14 

Founder 

7,783 

573 

Natl  State  Bank  NJ 

1.6 

W  Emlen  Roosevelt 

122 

122 

55 

23 

23 

Banking 

433 

574 

Economics  Laboratory 

3.6 

Edward  B  Osborn 

122 

122 

66 

45 

23 

Sales 

72,090 

575 

Financial  General 

4.1 

William  L  Cobb 

122 

122 

63 

26 

8 

Finance 

310 

576 

Delta  Air  Lines 

21.3 

William  T  Beebe 

122 

122 

58 

26 

2 

Administration 

130 

577 

St  Regis  Paper 

31.0 

George  J  Kneeland 

122 

122 

56 

34 

1 

Manufacturing 

113 

578 

Marriott 

34.1 

J  Willard  Marriott  Jr 

106 

121 

41 

16 

1 

Administration 

251,649 

579 

NY  State  Elec  &  Gas 

4.0 

William  A  Lyons 

81 

121 

64 

43 

4 

Finance 

64 

580 

Southern  Company 

19.0 

Alvin  W  Vogtle  Jr 

121 

121 

54 

31 

2 

Le*al 

31t 

580 

Food  Fair  Stores 

30.0 

Jack  M  Friedland 

121 

121 

48 

26 

2 

Administration 

12,603 

582 

Tarn  pax 

2.3 

Thomas  F  Casey 

120 

120 

65 

37 

17 

Finance 

47,998 

583 

Financial  Federation 

0.5 

Edward  L  Johnson 

120 

120 

63 

13 

13 

Finance 

399 

584 

United  Bank  Corp  NY 

1.7 

Hollis  E  Harrington 

109 

120 

64 

46 

1 

Administration 

182 

585 

Walt  Disney 

15.5 

Donn  B  Tatum 

117 

120 

60 

17 

1 

Finance 

2,302 

586 

Air  Prods  &  Chems 

9.0 

Leonard  P  Pool 

120 

120 

66 

33 

33 

Founder 

10,663 

586 

Cook  United 

10.0 

Roy  B  Miner 

105 

120 

49 

7 

7 

Sales 

786 

586 

National  Serv  Inds 

17.4 

Erwin  Zaban 

120 

120 

51 

10 

1 

Administration 

11,859 

586 

Kelsey-Hayes 

11.0 

Wilfred  D  MacDonnell 

120 

120 

61 

10 

9 

Manufacturing 

592 

590 

Great  North  Nekoosa               8.5 

ry.  bonus,  deferred  compensation  and  direi 

ck  ownership  includes  shares  held  or  contr 

directly  and  indirectly,     t   Holdings  other 

Samuel  A  Casey 

119 

119 

58 

27 

1 

Legal 

l,541f 

t  Sala 
tt  Sto 
ficially 

:tofs'  fees  excluding  stock  options. 

oiled  by  CEO  and  his  family  bene- 

than  common  stock  not  included. 

*  Salary  annualized. 

31)  Succeeded  by  E  Sheffield  Nelson  1/26/73 

32)  Succeeded  by  George  W  O'Connor  2/1/73. 
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Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus 

Remuneration}; 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

591 

Union  Commerce  Corp 

0.8 

Alfred  L  Jones 

119 

119 

65 

17      • 

3 

Finance 

63 

591 

Florida  Power 

3.1 

Angel  P  Perez33 

92 

119 

t64 

<  37 

5 

Engineering 

54t 

593 

Rochester  Gas  &  Eiec 

2.7 

Francis  E  Drake  Jr 

119 

119 

'57 

35 

5 

Engineering 

55 

594 

Northwest  Bancorp 

8.0 

Henry  T  Rutledge 

110 

118 

60 

44 

7 

Credit 

412 

595 

Northern  Illinois  Ga 

3.0 

Clarence  J  Gauthier 

118 

118 

51 

27 

1 

Finance 

39 

596 

First  Union 

2.0 

Edwin  S  Jones 

109 

118 

57 

27 

1 

Finance 

94f 

597 

Cincinnati  Gas  &  El 

4.5 

B  John  Yeager 

118 

118 

62 

42 

3 

Production 

82 

598 

Cleveland  Elec  Ilium 

4.9 

Karl  H  Rudolph 

117 

117 

59 

31 

6 

Marketing 

320 

599 

Southeast  Bank  Corp 

2.8 

Harry  H  Bassett 

105 

117 

56 

26 

7 

Finance 

16,685t 

600 

Niagara  Mohawk  Power 

9.5 

James  A  O'Neill 

117 

117 

55 

27 

1 

Legal 

54 

601 

Philadelphia  Natl 

3.7 

G  Morris  Dorrance  Jr 

117 

117 

50 

21 

4 

Finance 

144 

602 

Middle  South  Utils 

9.9 

Floyd  W  Lewis 

117 

117 

47 

23 

1 

Legal 

70 

603 

Texas  Commerce  Banc 

1.5 

John  E  Whitmore 

116 

116 

65 

27 

6 

Finance 

417 

604 

Lockheed  Aircraft 

69.6 

Daniel  J  Haughton 

116 

116 

61 

33 

6 

Production 

230 

605 

Tenn  Valley  Bancorp 

0.8 

William  F  Earthman 

109 

116 

47 

19 

1 

Administration 

436 

606 

Suburban  Bancorp 

1.3 

J  Robert  Sherwood 

107 

116 

68 

51 

7 

Banking 

1,783 

607 

Fir  Wise  Bankshares 

4.0 

George  F  Hasten 

115 

115 

61 

39 

4 

Banking 

849 

608 

Riggs  Natl  Bank  Wash 

1.8 

Lewellyn  A  Jennings 

115 

115 

67 

10 

10 

Finance 

63 

609 

Seven-Up 

1.1 

Ben  H  Wells 

100 

115 

66 

35 

8 

Sales 

19,636f 

609 

Gibraltar  Financial 

0.5 

Herbert  J  Young 

115 

115 

41 

20 

4 

Lending 

3,501 

609 

First  Charter  Fin 

1.3 

S  Mark  Taper 

115 

115 

71 

18 

18 

Administration 

260,993 

609 

USM 

27.0 

William  S  Brewster 

115 

115 

56 

33 

9 

International 

405t 

613 

Cameron  Financial 

4.0 

C  Clifford  Cameron 

107 

115 

53 

9 

6 

Finance 

3,649t 

614 

W  W  Grainger 

3.1 

Edward  F  Schmidt 

97 

115 

65 

39 

5 

Finance 

8,075 

615 

Girard 

3.2 

Stephen  S  Gardner 

104 

115 

51 

23 

4 

Credit 

36 

616 

Lubrizol 

3.0 

Thomas  W  Mastin 

108 

114 

59 

30 

1 

Research 

9,869 

617 

Lykes-Youngstown 

29.0 

Joseph  T  Lykes  Jr 

114 

114 

54 

27 

4 

Sales 

9,930f 

618 

Houston  Natural  Gas 

5.8 

Robert  R  Herring 

114 

114 

52 

9 

5 

Engineering 

580 

619 

Marshall  &  llsley 

1.3 

John  A  Puelicher 

114 

114 

52 

35 

15 

Finance 

950 

620 

A  H  Robins 

4.3 

E  Claiborne  Robins 

114 

114 

62 

40 

37 

Sales 

415,149 

621 

Fir  Nat  Hold  (Atlan) 

2.6 

Edward  D  Smith 

107 

113 

61 

19 

3 

Legal 

955 

622 

First  City  Banc  Tex 

1.8 

James  A  Elkins  Jr 

112 

112 

54 

31 

10 

Finance 

11,153 

623 

Barnett  Banks  Fla 

2.9 

Guy  W  Botts 

112 

112 

58 

9 

9 

Legal 

1,056 

624 

Fort  Worth  Natl  Corp 

1.1 

Lewis  H  Bond 

105 

112 

51 

20 

8 

Credit 

243 

625 

No  Cal  Savings  Loan 

0.3 

Firmin  AGryp 

112 

112 

45 

20 

3 

Administration 

45 

626 

Ideal  Basic  Inds 

3.9 

Mayfield  R  Shilling 

112 

112 

54 

22 

2 

Sales 

81 

627 

First  Hawaiian  Bank 

1.5 

John  D  Bellinger 

91 

112 

50 

31 

4 

Operations 

342 

628 

First  Nat  Bank  Cinn 

1.0 

William  N  Liggett 

111 

111 

56 

24 

1 

Lending 

204 

629 

Longs  Drug  Stores 

2.8 

Joseph  M  Long 

111 

111 

61 

35 

27 

Retailing 

202,773 

630 

Zale 

16.4 

Donald  Zale 

100 

111 

40 

19 

2 

Finance 

193,082f 

631 

Public  Service  Ind 

3.3 

Carroll  H  Blanchar 

98 

111 

61 

12 

11 

Finance 

228t 

632 

Va  Electric  &  Power 

6.7 

John  M  McGurn 

111 

111 

59 

38 

6 

Engineering 

68 

633 

Pacific  Power  &  Lt 

3.3 

Don  C  Frisbee 

110 

no 

49 

19 

7 

Finance 

54 

633 

Allied  Supermarkets 

14.8 

Thomas  McMaster 

110 

110 

64 

2 

2 

Sales 

61 

633 

Willamette  Inds 

6.2 

William  Swindells  Sr 

110 

110 

68 

42 

24 

Manufacturing 

29,289 

636 

Centex 

3.0 

Frank  M  Crossen 

105 

no 

49 

22 

8 

Finance 

13,892 

637 

Kaiser  Alum  &  Chem 

24.1 

Cornell  C  Maier 

109 

109 

48 

24 

1 

Operations 

28 

638 

McCormick  &  Co 

3.3 

Harry  K  Wells 

105 

109 

50 

31 

3 

Manufacturing 

2,418 

639 

U  S  Bancorp 

4.2 

Leroy  B  Staver 

109 

109 

64 

47 

6 

Trust 

122 

640 

Walgreen 

28.0 

Charles  R  Walgreen  III 

109 

109 

38 

15 

2 

Operations 

4,367 

641 

Deluxe  Chk  Printers 

5.7 

Joseph  L  Rose 

95 

109 

61 

43 

10 

Production 

2,610 

642 

Mercantile  Bancorp 

2.1 

Donald  E  Lasater 

100 

108 

47 

14 

2 

Trust 

126 

t   Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options. 

33)  Succeeded  by  Andrew  H  Himes  Jr  ir 

1973. 

tt  Stock  ownership  includes  snares 

held  or  controlled  by  CEO  and  his  family  bene- 

ficially 

directly  and  indirectly,      t 

Holdings  othe 

than  common  stock  not  included. 
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Remember. . .  Ronson  does  a  lot  more 
than  light  cigarettes 


Everyone  knows  Ronson  is  world 
renowned  for  pocket  and  table 
lighters,  fuels  and  flints.  But  did 
you  know  that  we  also  make  elec- 
tric appliances  for  home  and  per- 
sonal use?  For  example,  Ronson 
makes  all  these  appliances,  in  the 
U.S.A.  and  in  seven  countries 
throughout  the  world. 

ELECTRIC  BLENDERS-with  the 
only  blender  that  cooks. 

FOODMATIC-the  one  kitchen 


appliance  that  does  the  work  of 
dozens. .  .does  it  better,  in  less  space. 

ELECTRIC  KNIVES,  JUICERS, 
ICE  CRUSHERS.  A  portable  can- 
opener  that  also  mixes,  whips, sharp- 
ens knives.  BROILERS-  featuring 
QUINTISSERIE,  cooks  5  ways. 

ELECTRIC  SHAVERS-  cord  and 
cordless.  ELECTRIC 
TOOTHBRUSHES. 


ROTO-SHINE-shoe  polisher. 

HAIR  DRYERS— portable  and  beauty 

salon  types. 

And  Ronson  also  makes  LP  Gas 
Appliances  . . .  BUTANE  CANDLES 
and  LANTERNS  for  light  indoors 
or  out.  TABLE  CHEF  to  cook 
at  the  table.  SEA  CHEF-a 
butane  boat  stove.  A  butane 
TORCH... for  the  home 
handyman.      RQNSON 


(i,  1972  Ronson  Corporation,  U.S. A 


Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  Remuneration}; 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

643 

Merc  Nat  Bank  Dallas 

0.6 

John  D  Francis 

95 

108 

69< 

47 

7 

Administration 

868 

644 

First  United  Bancorp 

0.9 

Paul  W  Mason 

108 

108 

52 

11 

3 

Lending 

793 

645 

New  Eng  Mer  Nat  Bank 

2.0 

Mark  C  Wheeler 

103 

107 

59 

20 

3 

Sales 

74 

646 

Ryder  System 

9.4 

James  A  Ryder 

100 

106 

59 

40 

40 

Founder 

48,318 

647 

Wisconsin  Elec  Power 

5.7 

John  G  Quale 

106 

106 

48 

23 

4 

Legal 

74 

648 

Michigan  National 

3.7 

Stanford  C  Stoddard 

95 

105 

42 

19 

1 

Finance 

19,882f 

649 

Kane-Miller 

5.5 

Daniel  Kane 

105 

105 

58 

40 

13 

Sales 

2,981 

650 

Hobart  Manufacturing 

10.4 

David  B  Meeker 

105 

105 

47 

23 

3 

Marketing 

12,398 

650 

Illinois  Tool  Works 

6.7 

Silas  S  Cathcart 

105 

105 

47 

24 

3 

Marketing 

4,368 

65G 

Daniel  International 

21.0 

R  Hugh  Daniel 

100 

105 

66 

38 

8 

Finance 

41,594 

650 

Lone  Star  Gas 

6.5 

William  C  McCord 

105 

105 

45 

23 

2 

Engineering 

66 

650 

Public  Service  Colo 

5.3 

Robert  T  Person 

105 

105 

58 

36 

14 

Marketing 

128 

655 

Hartford  Natl 

2.5 

David  C  Hewitt 

100 

105 

62 

39 

5 

Finance 

48 

656 

Libby,  McNeill  &  Ub 

11.0 

David  E  Guerrant34 

104 

104 

54 

9 

4 

Marketing 

6 

657 

So  Carolina  El  &  Gas 

2.4 

Arthur  M  Williams  Jr 

103 

103 

58 

28 

5 

Legal 

38 

658 

Carolina  Power  &  Lt 

3.6 

Shearon  Harris 

103 

103 

55 

15 

4 

Legal 

126 

659 

Arden-Mayfair 

11.0 

Bernard  Briskin35 

100 

102 

48 

1 

1 

Finance 

552 

660 

City  Stores 

16.0 

Isidore  Newman  II 

102 

102 

66 

41 

11 

Sales 

135 

661 

National  Chemsearch 

2.9 

Lester  A  Levy 

100 

102 

50 

27 

27 

Sales 

246,879 

662 

Baltimore  Gas  &  Elec 

8.0 

C  Edward  Utermohle  Jr 

101 

101 

58 

39 

3 

Engineering 

45 

663 

Boston  Edison 

4.2 

Thomas  J  Galligan  Jr 

101 

101 

53 

19 

2 

Finance 

34 

664 

First  Commercial  Bank 

2.3 

Lester  W  Herzog  Jr 

93 

101 

60 

39 

5 

Finance 

22 

665 

Essex  International 

25.0 

Walter  F  Probst 

101 

101 

58 

31 

11 

Legal 

89,953 

665 

National  Industries 

8.8 

Stanley  R  Yarmuth 

101 

101 

47 

10 

10 

Administration 

2,243f 

667 

Southwestern  Life 

1.0 

William  H  Seay 

94 

100 

53 

4 

4 

Finance 

212 

668 

Allegheny  Power 

5.8 

Charles  B  Finch 

100 

100 

53 

19 

1 

Legal 

50 

669 

New  England  Electric 

7.7 

Guy  W  Nichols 

100 

100 

47 

25 

1 

Engineering 

29 

670 

United  Va  Bankshares 

3.8 

Kenneth  A  Randall 

100 

100 

45 

3 

2 

Finance 

14 

670 

Florida  Power  &  Lt 

8.4 

Marshall  McDonald 

100 

100 

55 

1 

1 

Finance 

8 

670 

Portland  Gen  Elec 

1.8 

Frank  M  Warren 

100 

100 

57 

35 

18 

Engineering 

72 

670 

So  New  England  Tel 

14.0 

Alfred  W  Van  Sinderen 

100 

100 

48 

25 

5 

Operations 

Hit 

670 

Supermarkets  General 

23.0 

Milton  Perlmutter 

100 

100 

45 

16 

9 

Finance 

6,851 

670 

Howard  Johnson 

22.0 

Howard  B  Johnson 

100 

100 

41 

18 

13 

Production 

65,315 

670 

Old  Kent  Financial 

0.9 

Richard  M  Gillett 

100 

100 

49 

15 

9 

Administration 

433 

670 

National  Airlines 

7.8 

Lewis  B  Maytag  Jr 

100 

100 

46 

11 

11 

Engineering 

12,596 

670 

Ponderosa  System 

6.0 

Gerald  S  Office  Jr 

100 

100 

31 

3 

3 

Legal 

10,725 

670 

Giant  Food 

11.6 

Joseph  B  Danzansky 

100 

100 

58 

8 

8 

Legal 

l,138t 

670 

Amcr  Fletcher 

1.7 

S  Edgar  Lauther 

100 

100 

59 

5 

5 

Finance 

356 

670 

Murphy  Oil 

3.0 

Charles  H  Murphy  Jr 

100 

100 

53 

22 

22 

Production 

135,710 

670 

Knight  Newspapers 

8.6 

James  L  Knight 

100 

100 

63 

41 

6 

Sales 

257,856f 

670 

Marion  Labs 

1.4 

Ewing  M  Kauffman 

100 

100 

56 

21 

21 

Founder 

115,278 

670 

Masco 

3.0 

Richard  A  Manoogian 

100 

100 

36 

14 

5 

Administration 

137,222 

670 

Stop  &  Shop 

22.0 

Sidney  R  Rabb 

100 

100 

72 

55 

44 

Administration 

13,405 

670 

Grand  Union 

26.0 

Charles  G  Rodman 

100 

100 

52 

20 

5 

Operations 

145 

687 

Becton,  Dickinson 

14.1 

Fairleigh  S  Dickinson  Jr 

100 

100 

53 

32 

26 

Administration 

59,748 

688 

Prov  Nat  Corp  (Phila) 

3.5 

William  G  Foulke 

90 

100 

60 

32 

3 

Trust 

237 

689 

Universal  Leaf 

9.0 

Gordon  L  Crenshaw 

100 

100 

51 

26 

7 

Sales 

208 

690 

United  Jersey  Banks 

2.3 

Edward  A  Jesser  Jr 

90 

100 

56 

13 

2 

Finance 

727 

691 

Virginia  National 

3.0 

W  Wright  Harrison 

94 

99 

57 

31 

3 

Credit 

57 

692 

Admiral 

12.0 

Ross  D  Siragusa 

98 

99 

66 

39 

11 

Marketing 

32,059 

693 

United  Banks  of  Colo 

1.9 

Roger  D  Knight  Jr 

99 

99 

59 

10 

10 

Investment 

939 

694 

Franklin  Life  Ins 

1.2 

George  E  Hatmaker 

78 

99 

62 

44 

4 

Administration 

291 

t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options. 
tt  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene- 
ficially, directly  and  indirectly,     t   Holdings  other  than  common  stock  not  included. 

34)  Succeeded  by  Douglas 

35)  Succeeded  by  Charles 

B  Wells  1/1/73. 
Matthewson  in  Feb. 

'73. 
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a  foreign  country 
\  natural  gas  business 
zi  don't  come  to  the  U.N. 
Or  Washington,  D.C. 

They  come  to  Chicago. 


earn  from  Peoples  Gas 
largest 
■al  gas  systems  in 

ign  technicians  learn 
»f  running  a  pipeline 
iles  long.  A  system 
nan  5  billion  cubic 
days, 
over  14  million 

Peoples  Gas  I 
ousands  of 
hie ve  higher 

is  the  new 
c  system. 

ission  system 
y  start. 
\  storage, 

takes  to 


get  natural  gas  out  of  the  groi 
and  to  our  customers.  | 
When  our  foreign 
leave  us,  they  leave  with  2 

technology,    p 
pi     We're  hap] 

them  to  see  us. 

Peoples  Gas  Company 

The  Peoples  Gas  Light  andCoke<  om,   - 
N ort h  Shore  Gas  Company 

Natural  Gas  Pipeline  Compan\  ol    ■■ 
Harper  Oil  <  lompatv 


Convention 
dilemma? 

Relax! 

Mexico  is  the  solution 


Considerably  less  than 
similar  accommodations 
and  services  elsewhere. 


Weather: 


Transportation: 

Major  airlines  from  everywhere  fly  in 
and  out  daily  from  Mexico's  ultra- 
modern airports.  Private  planes  are 
also  available.  So  are  air-conditioned 
buses,  limousines,  cabs  — and 
bilingual  tour  guides.  Inexpensive... 
and  yours  for  the  asking. 


Always  ideal  —  comfortably 
warm  the  year  'round. 


Accommodations: 

Luxurious  suites,  rooms  and  meeting 
halls  in  your  choice  of  cities  and 
dozens  of  contemporary  hotels  — 
in  Mexico  City.  Acapulco,  Guadalajara 
. . .  Puerto  Vallarta  or  Mazatlan. . . 
Oaxaca,  Monterrey,  Merida. . . 

Communications: 

Easy.  English  is  spoken  almost  anywhere 
you  go.  Need  electronic  devices? 
Name  them  We  have  them.  TELEX. 
TWX.  Audio-visual  aids.  Projectors. 
Public  address  systems.  Whatever  you 
need,  including  multilingual  translators. 


Acapulco 


Cuernavaca 


Guadalajara 


Mazatlan 


Merida 


Mexico  City 


Mpnlerrey 


Oaxaca 


Taxco 


23 


5,000 


5.092 


10 


7,349 


1.762 


5.068 


5,500 


78 


65 


58 


67 


73 


54 


58 


63 


66 


78 


67 


61 


67 


74 


56 


62 


66 


69 


79 


70 


65 


67 


78 


61 


68 


7(1 


72 


80 


Climate  Chart 

(Average  temp  in  degrees  Fahrenheit) 


Alt 
C',v         (in  feet)  •lan    Feb    Mar    Apr    Mav   •'""     ■'"'    Aug  Sept    Oct    Nov    ^ec 

1 1 1 1 1 1 1 1 1 1 
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68 


69 


81 


81 
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68 
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81 


61 
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69 


70 


68 


67 


81 


81 


60 


78 


69 


69 


68 


65 


79 


79 


59 


i? 


67 


69 


67 


61 


7  4 


79 


56 


61 


65 


68 


Food: 

Continental  cuisine  by  chefs  from  all 
over  the  world  is  featured  in  charming 
cafes  in  every  major  city,  along  with 
superb  native  dishes  in  the  old 
Colonial  tradition. 

Service: 

Incredibly  good,  plentiful, 
dependable  — and  inexpensive. 

Arrangements: 

Painless.  We'll  even  help  you  with 
exhibits,  design  them,  build  them, 
set  them  up— all  to  your  specifications. 
Making  your  convention 
problem-free  is  our 
profession. 


Recreation: 

Name  it.  It's  yours... ancient  culture, 
modern  nightclubs,  white  sand 
beaches,  sailing,  fishing,  museums, 
galleries,  theater,  Folklorico  ballet, 
golf,  bullfighting,  jai  alai . . .  even 
glamorous  things  that  are  of  very 
special  interest  to  the  ladies,  like 
designer  fashion  shows,  are  easily 
arranged  for  the  asking. 

Shopping: 

Mexican  arts  and  crafts,  antiques, 
imports,  you  name  it.  The  whole  country 
is  an  international  marketplace. 

Let  the  Mexican  National  Tourist 
Council  provide  you  with  all  the 
data  you  need— maps,  brochures, 
posters— and  specific 

costs.  FREE. 
j-j   All  you  have  to  do 
is  say  the  word 
MEXICO. 


For  detailed  information,  write  or  call  to 

Director,  Mexican  National  Tourist 

Council,  at  the  office  nearest  you. 

Mexican  National  Tourist  Council  Offices 

9445  Wilshire  Boulevard 

Beverly  Hills,  California  90212 

(213)  271-5296 

677  Fifth  Avenue 

New  York,  New  York  10022 

(212)  755-7212 

One  Shell  Plaza -Suite  3260 
Houston,  Texas  77002 
(713)  224-3743 

625  North  Michigan  Avenue 
Chicago,  Illinois  60611 
(312)  664-5779 

One  Place  Ville  Marie -Suite  2409 
Montreal  113,  Quebec,  Canada 
(514)  871-1052 

Toronto  Dominion  Bank  Tower 
Pacific  Centre 
Vancouver  1,  B.C.,  Canada 
(604)  682-0551 

Mexican  National  Tourist  Council 
Mexican  Government  Department  of  Tourism 
Convention  Bureaus  of  Mexico  City, 
Acapulco  and  Guadalajara 


One  word  can  solve  your  most  pressing  convention  problem 


Beatrice  celebrates 
21  beautiful  years 

^gmgm^^  Beatrice  Tbods  Co. 


Sales,  net  earnings  and  earnings  per  common 
share  increased  for  the  21  st  consecutive 
year  as  Beatrice  achieved  all-time  highs  in 
virtually  every  phase  of  domestic  and 
international  operations. 

The  fourth  quarter  of  the  fiscal  year,  ended 
February  28,  1973,  was  the  84th  consecutive 
quarter  in  which  sales,  earnings  and  earnings 
per  share  exceeded  those  of  the  same  period 
of  the  previous  year. 


2.8 


RECORD  SALES: 
$2.8  BILLION 
UP  14% 


1.7 


RECORD  NET  EARNINGS: 
$90  MILLION 
UP  11% 


90 


81.3 


72.9 


60.1 


63.9 


69 


70 


71 


72 


RECORD  EARNINGS 
PER  SHARE:  $1.36 
UP  10% 


73 


1  36 


*       #• 


I 


& 


Beatrice 


If  you'd  like  to  know  more  about  Beatrice, 

just  ask  for  a  copy  of  our 

75th  annual  report. 

Write:  Treasurer,  Beatrice  Foods  Co. 

Department  T,  120  South  LaSalle  Street, 

Chicago,  Illinois  60603. 


Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  Remuneration^ 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

694 

Jefferson  Pilot 

2.5 

W  Roger  Soles 

99 

99 

52 

26 

5 

Investment 

355 

696 

Hawaii  Bancorp 

1.7 

Clifton  D  Terry 

92 

98 

61 

13 

6 

Finance 

142 

697 

State  Street  Boston 

2.8 

George  B  Rockwell 

94 

98 

47 

10 

1 

Administration 

25 

698 

Provident  Life  &  Ace 

2.2 

Henry  CUnruh 

98 

98 

59 

27 

1 

Actuary 

120 

699 

Centran  Bancshares 

2.0 

John  A  Gelbach 

97 

97 

55 

17 

2 

Finance 

94 

700 

Fidelity  Corp  (Va) 

1.0 

Harold  J  Richards 

97 

97 

47 

18 

9 

Finance 

477f 

701 

Foster  Wheeler 

15.0 

Frank  A  Lee 

97 

97 

48 

13 

2 

Engineering 

139 

702 

Dillon  Companies 

9.0 

Ray  E  Dillon  Jr 

92 

97 

49 

26 

10 

Administration 

26,573 

703 

D  S  Revco 

6.1 

Sidney  D  Workin 

96 

96 

52 

16 

6 

Finance 

8,648 

704 

First  Nat  Stores 

18.0 

Alan  L  Haberman 

65 

96 

44 

7 

1 

Administration 

4 

705 

Hammermill  Paper 

10.6 

Albert  F  Duval 

95 

95 

52 

12 

2 

Marketing 

41 

706 

CBT  Corp  (Hartford) 

2.3 

James  F  English 

95 

95 

46 

21 

3 

Finance 

29 

707 

Union  Planters  Corp 

1.5 

C  Bennett  Harrison 

73 

95 

55 

8 

5 

Finance 

23 

708 

NLT  Corp 

10.0 

William  C  Weaver  Jr 

95 

95 

60 

32 

1 

Finance 

15,273 

709 

Penn  Power  &  Light 

6.8 

Jack  K  Busby 

95 

95 

55 

21 

9 

Legal 

112 

710 

A  C  Nielsen 

10.8 

Arthur  C  Nielsen 

95 

95 

75 

49 

49 

Founder 

78,589 

711 

G  C  Murphy 

21.0 

Edgar  L  Paxton 

95 

95 

65 

45 

5 

Retailing 

117 

712 

Dominion  Bankshares 

1.5 

Edward  H  Ould 

86 

94 

65 

6 

6 

Administration 

168 

713 

Govt  Employees  Ins 

6.5 

David  L  Kreeger 

94 

94 

64 

25 

3 

Legal 

36,751f 

714 

First  Alabama  Banc 

1.5 

Frank  A  Plummer 

86 

94 

60 

20 

2 

Banking 

1,164 

715 

CP  Financial  Corp 

1.1 

Harold  F  Still  Jr 

85 

94 

50 

25 

7 

Lending 

53 

716 

Heritage  Bancorp 

0.9 

William  H  Bell  Jr 

87 

93 

54 

20 

1 

Finance 

63 

717 

Delmarva  Power  &  Lt 

2.2 

Austin  T  Gardner 

93 

93 

64 

29 

6 

Finance 

33 

718 

Central  Natl  Chicago 

0.9 

Frank  E  Bauder 

90 

93 

52 

10 

4 

Banking 

650 

719 

Illinois  Power 

3.4 

Wendell  J  Kelley 

93 

93 

47 

23 

6 

Engineering 

40 

720 

Dayton  Power  &  Light 

3.3 

Robert  B  Killen 

92 

92 

59 

41 

2 

Engineering 

67 

721 

Louisville  Gas  &  Elec 

3.1 

B  Hudson  Milner 

92 

92 

56 

32 

9 

Legal 

154f 

722 

Transcont  Gas  Pipe 

2.1 

G  Montgomery  Mitchell 

92 

92 

45 

1 

1 

Operations 

11 

723 

First  Texas  Fin 

0.5 

John  L  Ingle 

92 

92 

52 

24 

11 

Finance 

611 

724 

Gulf  States  Utils 

3.1 

Floyd  R  Smith 

92 

92 

59 

37 

3 

Operations 

80f 

725 

South  Carolina  Natl 

2.1 

John  H  Lumpkin 

84 

91 

57 

8 

4 

Marketing 

42 

726 

Continental  Bank  (Pa) 

1.5 

Roy  IPeraino 

91 

91 

45 

15 

3 

Finance 

67 

727 

Central  Bancorp 

1.4 

Oliver  W  Birckhead 

80 

91 

50 

22 

1 

Administration 

58 

728 

Duquesne  Light 

3.9 

John  M  Arthur 

91 

91 

50 

28 

4 

Operations 

48t 

729 

First  Virginia  Bank 

2.0 

Ralph  A  Beeton 

91 

91 

45 

13 

6 

Legal 

298 

730 

Jack  Eckerd 

7.6 

Jack  M  Eckerd 

87 

91 

59 

20 

20 

Founder 

191,289 

731 

Imperial  Corp  of  Am 

1.0 

VLViskas 

75 

91 

47 

13 

1 

Finance 

21 

732 

Sedco 

5.2 

William  P  Clements  Jr 

81 

91 

56 

26 

19 

Founder 

101,170 

733 

Banco  Credito 

1.5 

Angel  M  Rivera 

76 

90 

46 

3 

3 

Banking 

61 

734 

Society  Corp 

2.1 

Walter  F  Lineberger  Jr 

90 

90 

60 

9 

3 

Finance 

49 

734 

Kansas  City  Pow  &  Lt 

2.5 

Robert  A  Olson 

90 

90 

64 

26 

13 

Legal 

260 

734 

D  H -Baldwin 

4.8 

Lucien  Wulsin 

90 

90 

56 

34 

3 

Legal 

16,280f 

734 

No-fnd  Public  Serv 

5.4 

Dean  K  Mitchell 

90 

90 

78 

49 

6 

Finance 

334f 

734 

Digital  Equipment 

7.8 

Kenneth  H  Olsen 

90 

90 

47 

15 

15 

Founder 

102,517 

734 

Zayre 

27.5 

Stanley  H  Feldberg 

90 

90 

48 

24 

17 

Sales 

8,486 

734 

Central  Bancshares 

1.2 

Harry  B  Brock  Jr 

90 

90 

47 

2 

2 

Marketing 

8,538 

741 

Liberty  Nat  Life  Ins 

4.2 

Frank  P  Samford  Jr 

84 

90 

52 

25 

6 

Legal 

29,039 

742 

Scot  Lad  Foods 

5.4 

Walter  R  Schaub 

90 

90 

62 

40 

12 

Administration 

1,888 

743 

Ohio  Casualty 

3.2 

Howard  L  Sloneker  Jr 

90 

90 

54 

27 

8 

Underwriting 

7,041 

744 

Levity  Furniture 

5.6 

Ralph  Levitz 

89 

89 

60 

37 

8 

Founder 

153,036 

745 

National  Central 

1.1 

John  C  Tuten 

83 

89 

62 

18 

11 

Banking 

101 

746 

First  Tennessee  Nat 

1.9 

Allen  B  Morgan 

84 

89 

64 

43 

4 

Finance 

824 

t   Sal 

ary.   bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options. 

ft  Stock  ownership  includes  shares 

held  or  controlled  by  CEO  and  his  family  bene 

ficially,  directly  and  indirectly,      t 

Holdings  other  than  common  stock  not  included. 
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Who  Gets  the  Most  Pay 


1972  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  Remuneration!; 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

747 

Shawmut  Association 

3.8 

D  Thomas  Trigg 

82 

89 

57 

36 

1 

Finance 

110 

748 

Missouri  Beef  Packers 

1.5 

David  LaFleur 

89 

89 

41 

<     4 

1 

Operations 

15 

749 

Central  &  South  West 

5.9 

Silas  B  Phillips  Jr 

88 

88 

58 

34 

8 

Administration 

119 

750 

Duke  Power 

12.5 

Carl  Horn  Jr 

88 

88 

51 

19 

2 

Legal 

50 

751 

Texas  Oil  &  Gas 

0.4 

Louis  A  Beecherl  Jr 

88 

88 

47 

16 

16 

Engineering 

28,813 

752 

Trust  Co  Georgia 

2.6 

Augustus  H  Sterne 

81 

88 

60 

36 

1 

Banking 

599 

753 

DEKALB  AgResearch 

2.0 

Thomas  H  Roberts  Jr 

85 

88 

48 

23 

11 

Marketing 

184,456 

754 

Monumental  Corp 

2.7 

Frank  Baker  Jr 

88 

88 

60 

41 

5 

Finance 

443f 

755 

Idaho  First  Natl  Bank 

1.4 

Thomas  C  Frye 

87 

87 

54 

36 

3 

Administration 

312 

755 

Indiana  National  Corp 

1.8 

J  Fred  Risk 

87 

87 

44 

17 

1 

Finance 

336 

757 

Valley  Natl  Bank  Ariz 

4.6 

Earl  L  Bimson 

84 

87 

51 

26 

5 

Finance 

893 

758 

Quaker  State  Oil  Ref 

2.1 

Lee  R  Forker 

87 

87 

67 

45 

8 

Purchasing 

2,656 

759 

Greater  Jersey  Banc 

1.0 

Norman  Brassier 

72 

87 

61 

33 

4 

Finance 

98f 

760 

Washington  Natl  Corp 

3.7 

G  Preston  Kendall 

86 

86 

63 

41 

7 

Finance 

12,709 

761 

Bancohio 

3.9 

Philip  F  Searle 

86 

86 

48 

3 

3 

Administration 

6 

762 

Petrie  Stores 

3.8 

Milton  J  Petrie 

86 

86 

70 

41 

41 

Founder 

348,602 

763 

National  Fuel  Gas 

4.0 

Herbert  D  Clay 

85 

85 

63 

40 

9 

Administration 

85 

764 

Oklahoma  Gas  &  Elec 

2.9 

Donald  S  Kennedy 

85 

85 

71 

49 

23 

Finance 

259f 

764 

First  Nat  Bnk  Maryland 

1.5 

Adrian  L  McCardell 

85 

85 

65 

14 

4 

Lending 

120 

764 

First  Natl  State  N  J 

1.9 

W  Paul  Stillman36 

85 

85 

75 

42 

42 

Finance 

1,075 

764 

Emery  Air  Freight 

2.7 

James  J  McNulty 

85 

85 

60 

26 

4 

Finance 

1,909 

768 

Huntington  Bancshrs 

1.9 

Clair  E  Fultz 

85 

85 

61 

6 

6 

Banking 

249 

769 

Tropicana  Products 

2.2 

Anthony  T  Rossi 

85 

85 

72 

24 

24 

Founder 

126,343 

770 

Security  NY  State 

1.2 

J  Wallace  Ely 

84 

84 

64 

38 

13 

Investment 

155 

771 

Auto  Data  Processing 

3.0 

Henry  Taub 

84 

84 

45 

23 

23 

Administration 

57,475 

772 

First  at  Orlando 

2.1 

William  H  Dial 

75 

84 

65 

5 

5 

Legal 

1.525 

773 

U  S  Fidelity  &  Guar 

7.5 

Henry  W  Gragg 

84 

84 

58 

35 

1 

Legal 

505 

774 

Wilmington  Trust  Del 

1.1 

William  W  Geddes 

83 

83 

53 

31 

2 

Trust 

34 

775 

Federal  Nat  Mort  Assc 

1.0 

Oakley  Hunter 

83 

83 

56 

3 

3 

Legal 

14 

776 

Cen  III  Pub  Service 

2.1 

Kenneth  E  Bowen 

83 

83 

57 

32 

5 

Operations 

20 

777 

Fifth  Third  Bank 

1.1 

William  S  Rowe 

74 

83 

56 

33 

9 

Finance 

582 

778 

San  Diego  Gas  &  Elec 

3.9 

Walter  A  Zitlau 

79 

82 

60 

31 

2 

Engineering 

89 

779 

Arizona  Public  Serv 

3.5 

William  P  Reilly 

82 

82 

65 

25 

2 

Administration 

34 

780 

Dr  Pepper 

0.8 

Woodrow  W  Clements 

67 

82 

58 

31 

3 

Sales 

3,661 

781 

Arizona  Bank  (Phoe) 

1.4 

G  Clarke  Bean 

76 

81 

55 

20 

3 

Finance 

87 

782 

Rite  Aid 

5.0 

Alex  Grass 

81 

81 

45 

21 

4 

Marketing 

42,227 

783 

Tektronix 

8.2 

Howard  Vollum 

79 

80 

59 

27 

1 

Administration 

98,470 

784 

United  Missouri  Banc 

1.1 

R  Crosby  Kemper  Jr 

80 

80 

46 

23 

4 

Lending 

10,423 

785 

Equitable  Life  Iowa 

1.7 

Kenneth  R  Austin 

80 

80 

53 

25 

3 

Actuary 

5 

786 

Equitable  Bancorp 

1.9 

John  A  Luetkemeyer 

74 

80 

63 

38 

9 

Finance 

3,932 

787 

Medtronic 

1.2 

Earl  E  Bakken 

73 

79 

49 

24 

24 

Founder 

51,495 

788 

United  Financial  Cal 

0.2 

Anthony  M  Frank 

79 

79 

41 

1 

1 

Finance 

3 

789 

Damon 

3.6 

David  1  Kosowsky 

78 

78 

43 

11 

11 

Engineering 

11,832 

790 

First  Florida  Banc 

1.2 

Thomas  E  Tucker 

70 

78 

56 

39 

10 

Administration 

689 

791 

Southwestern  Pub  Serv 

1.8 

Roy  Tolk 

78 

78 

57 

34 

1 

Engineering 

215 

792 

Columbus  &  South  (Oh) 

2.7 

Arthur  G  Green 

77 

77 

62 

39 

2 

Finance 

40 

793 

U  S  Natl  Bank  Calif 

1.7 

C  Arnholt  Smith 

77 

77 

74 

39 

39 

Finance 

20,507 

794 

Northeast  Bancorp 

1.2 

Thomas  F  Richardson 

77 

77 

50 

26 

6 

Finance 

93 

795 

Amer  Beef  Packers 

1.8 

Frank  R  West 

76 

76 

54 

7 

7 

Sales 

2,664 

796 

Combined  Insurance 

3.0 

W  Clement  Stone 

76 

76 

71 

26 

26 

Sales 

117,759 

797 

Borman's 

5.4 

Paul  Borman 

68 

76 

41 

19 

8 

Sales 

1,256 

798 

Marine  Corp 

1.4 

John  C  Geilfuss 

75 

75 

59 

25 

8 

Trust 

143 

t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options. 

36) 

Succeeded  by  Robert  1 

J.  Ferguson 

n  1973. 

it   Stock  ownership  includes  shares 

held  or  controlled  by  CEO  and  his  family  bene 

ficially 

directly  and  indirectly,      t 

Holdings  othe 

'  than  common  stock  not  included. 
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...a  year  of  growth  and  progress 


In  the  fiscal  year  ended  January  31,  1973, 
net  profits  rose  to  $12,155,000,  or  72  cents  a 
share,  from  $9,396,000,  or  57  cents  a  share, 
in  the  1 972  fiscal  year. 

Net  sales  climbed  to  $326,801,000 
from  $1 91 ,459,000  in  the  previous  year. 

Stockholders'  equity  reached 
$68,122,000  compared  with  $55,255,000 
a  year  earlier. 

During  the  1973  fiscal  year  we  added 
17  furniture  warehouse  showrooms  to 
our  chain,  bringing  our  total  to  49  on 
January  31 ,  1 973,  located  in  23  states. 


In  fiscal  1964,  when  Levitz  Furniture  was  a 
partnership  and  opened  its  first  warehouse/ 
showroom  in  Allentown,  Pa.,  net  profits  were 
$63,000  and  our  sales  $3,1 73,000.  When  Levitz 
first  sold  stock  to  the  public,  in  fiscal 
1968,  stockholder's  equity  was 
$2,854,000. 

A  copy  of  the  Company's  1 973  An- 
nual Report  may  be  obtained;  write  the 
Director  of  Public  Relations,  Dept.  13, 
Levitz  Furniture  Corp.,  212  High  Street, 
Pottstown,  Pa.  19464. 
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Corporation 


National  Headquarters    212  High  Street    Pottstown,  Pennsylvania  19464 


Who  Gets  the  Most  Pay 


1971  Data 

Number  of 

Salary  & 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Bonus  Remuneration^ 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

799 

Idaho  Power 

1.2 

Albert  Carlsen 

75 

75 

62 

20 

2 

Engineering 

220 

799 

So  Calif  Fir  Natl 

1.9 

Lloyd  L  Schunemann 

75* 

75 

45, 

1 

1 

Administration 

2,103 

799 

Maryland  Natl 

2.6 

Robert  D  Harvey 

75 

75      ' 

52 

26 

9 

Finance 

545 

799 

Coastal  States  Gas 

1.8 

Oscar  S  Wyatt  Jr 

75 

75 

48 

17 

17 

Administration 

79,597 

803 

Liberty  Natl  Corp 

0.6 

J  W  McLean 

73 

75 

51 

5 

5 

Marketing 

268 

804 

First  Natl  Bancorp 

1.6 

Bruce  D  Alexander 

66 

74 

51 

4 

3 

Lending 

201 

805 

Alabama  Bancorp 

1.7 

John  W  Woods 

74 

74 

41 

4 

1 

Banking 

134 

806 

First  Amtenn 

1.3 

Andrew  B  Benedict 

70 

73 

58 

37 

3 

Finance 

203 

807 

Hamilton  Bancshares 

1.3 

Jack  E  Whitaker37 

70 

73 

67 

49 

7 

Finance 

267 

808 

Dep  Guar  Nat  Bank  Mis 

0.9 

Russ  M  Johnson 

71 

73 

64 

40 

4 

Finance 

235 

809 

Baystate 

3.3 

Richard  Wengren 

66 

72 

61 

34 

5 

Investment 

188 

810 

Fir  Sec  Salt  Lake 

2.5 

George  S  Eccles 

72 

72 

73 

50 

27 

Finance 

18,222f 

811 

Winnebago  Industries 

3.6 

Gerald  E  Boman 

72 

72 

37 

13 

2 

Manufacturing 

388,361 

812 

Utah  Power  &  Light 

2.3 

E  Allen  Hunter 

71 

71 

58 

35 

4 

Engineering 

67 

813 

Tecumseh  Prods 

9.6 

Kenneth  G  Herrick 

70 

70 

52 

32 

7 

Manufacturing 

32,619 

814 

Indianapolis  Pwr  &  L 

2.1 

Bernard  W  Schotters38 

69 

69 

64 

47 

2 

Legal 

266f 

815 

Bally  Manufacturing 

2.7 

WTO'Donnell 

60 

69 

50 

27 

9 

Sales 

43,960 

816 

Citizens  Fidelity  Bank 

1.3 

Maurice  D  Johnson 

65 

68 

61 

6 

2 

Administration 

41 

817 

Electronic  Data  Sys 

3.2 

H  Ross  Perot 

68 

68 

42 

10 

10 

Founder 

413,006 

818 

First-Citizens  (NC) 

2.3 

Lewis  R  Holding 

67 

67 

46 

24 

17 

Finance 

23,169f 

819 

Union  Trust  Bancorp 

1.3 

J  S  Peck 

67 

67 

50 

25 

1 

Marketing 

21 

820 

Amer  Bank  &  Trust  (PA) 

1.3 

Sidney  D  Kline 

57 

67 

70 

44 

29 

Banking 

1,302 

821 

New  Jersey  National 

1.0 

Richard  G  MacGill 

59 

66 

62 

24 

1 

Finance 

66 

822 

Atlantic  City  Elec 

1.7 

James  P  Hayward 

65 

65 

65 

48 

13 

Engineering 

52 

823 

Commerce  Banc  Shares 

1.7 

James  M  Kemper  Jr 

65 

65 

51 

26 

6 

Finance 

31,724 

824 

Republic  Nat  Bank  NY 

0.3 

Peter  White 

64 

64 

70 

8 

8 

Administration 

176f 

825 

Malone  &  Hyde 

5.1 

Joseph  R  Hyde  III 

64 

64 

30 

7 

4 

Administration 

60,231 

826 

Merchants  National 

1.0 

Robert  E  Sweeney 

63 

63 

60 

38 

3 

Banking 

2,829 

827 

Bandag 

0.9 

Roy  J  Carver 

58 

62 

63 

15 

15 

Founder 

206,822 

828 

Northern  States  Banc 

1.1 

Benjamin  H  Paddock  III 

59 

62 

44 

7 

1 

Finance 

48 

829 

Banco  Popular  PR 

2.0 

Rafael  Carrion  Jr 

58 

61 

58 

41 

17 

Finance 

5,561 

830 

First  Natl  Charter 

1.2 

Barret  S  Heddens  Jr 

61 

61 

48 

21 

4 

Finance 

507 

831 

Wetterau  Foods 

1.8 

Ted  C  Wetterau 

61 

61 

45 

21 

2 

Marketing 

9,813 

832 

Toledo  Edison 

1.9 

John  P  Williamson 

mt 

60 

51 

22 

1 

Finance 

32 

833 

Atlantic  Bancorp 

2.0 

Edward  W  Lane  Jr 

60 

60 

62 

12 

12 

Legal 

26,083 

834 

Marine  Bancorp 

2.9 

Maxwell  Carlson 

59 

59 

67 

43 

1 

Finance 

1,013 

835 

Alabama  Financial 

1.7 

Wallace  D  Malone  Jr 

51 

59 

36 

13 

8 

Finance 

3,689 

836 

Lowe's 

2.6 

Edwin  Duncan 

50 

58 

67 

11 

11 

Finance 

4,871 

837 

Union  Nat  Bank  Pitt 

1.7 

Richard  D  Edwards 

53 

57 

54 

15 

1 

Administration 

1,011 

838 

Ramada  Inns 

8.0 

M  William  Isbell 

54 

54 

37 

10 

1 

Administration 

455 

839 

American  Financial 

4.1 

Carl  H  Lindner 

54 

54 

54 

19 

19 

Finance 

86,849t 

840 

Fir  Okla  Bncorp  Okla 

0.9 

Charles  A  Vose 

53 

53 

72 

11 

11 

Finance 

5,577 

841 

Iowa  Beef  Packers 

5.2 

J  Fred  Haigler 

50 

52 

61 

11 

1 

Marketing 

474 

842 

Betz  Laboratories 

1.4 

J  Drew  Betz 

46 

51 

55 

32 

8 

Engineering 

49,273 

843 

National  Liberty 

1.3 

Arthur  DeMoss 

50 

50 

47 

5 

5 

Marketing 

266,250 

844 

Crown  Cork  &  Seal 

14.1 

John  F  Connelly 

50 

50 

68 

17 

16 

Sales 

20,508 

845 

Tampa  Electric 

1.9 

Hugh  L  Culbreath 

49U 

49 

52 

16 

1 

Finance 

56 

846 

Browning-Ferris  Inds 

4.5 

Louis  A  Waters 

48 

48 

34 

3 

3 

Finance 

4,855 

847 

Florida  Nat  Banks  Fl 

2.0 

Chauncey  W  Lever 

36 

36 

47 

8 

2 

Labor  Relations 

79 

848 

Roadway  Express 

15.2 

Galen  J  Roush 

30 

30 

80 

40 

12 

Legal 

177,872 

849 

Northwestern  Fin 

1.9 

Edwin  Duncan  Sr 

25 

25 

67 

47 

15 

Finance 

5,130 

849 

Penn  Central 

81.2 

Archibald  D  Johnson 

25* 

25 

74 

2 

2 

Finance 

1 

t  Salary,  bonus,  deferred  compensation  and  directors'  fees  excluding  stock  options. 
ft  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  bene- 
ficially, directly  and  indirectly,     t  Holdings  other  than  common  stock  not  included. 

*   Salary  annualized. 
jt   Salary  not  annualized. 

37)  Succeeded  by  N  Rountree  Youmans 

38)  Succeeded  by  E  L  Cassady  2/1/73 

1/1/73 
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All  we  promise 
is  pure  refreshment 


And  that's  a  lot 

We're  in  the  business  of  making  soft 
drinks.  We  think  we  make  the  best.  Now 
the  idea  of  a  refreshing  beverage  seems 
to  be  as  old  as  man  himself.  The  men 
who  built  Stonehenge  probably  stopped 
during  the  day  for  a  cup  of  something 
sweet,  something  non-alcoholic. Through 
the  years,  the  manufacture  of  this  kind 
of  drink  has  been  refined.  In  the  1880's 
carbonation  was  added.  And  in  1886  we 
introduced  Coca-Cola  to  the  world  — 
and  the  rest  of  that  story  is  history.  As 
long  as  the  sun  stands  in  the  sky,  as  long 
as  man  gets  overheated  in  his  activities, 
as  long  as  he  wants  a  pause  that  refreshes 
from  the  day's  routine,  he's  going  to  want 
a  soft  drink.  And  we're  going  to  be  there 
to  supply  it  to  him. 


md    Coke    are  registered  trade  marks  which  identity  me  same  product  ol  Tne  Coca-Cola  Company 


Multinationals: 
Heroes?  Or  Villains? 


A  good  deal  depends  upon  whether  you  take  the  long  view 
or  the  short  view. 


Step  back  a  moment  and  view  the 
multinational  corporation  in  perspec- 
tive. Go  way  back.  Back  to  the  birth 
ol  capitalism. 

It  was  in  the  Middle  Ages,  the  11th 
through  the  14th  centuries,  when  mer- 
chants, artisans  and  bankers  created 
the  first  money  economies  and  created 
also  towns  and  cities  as  we  know 
them.  Out  of  these  economic  changes 
came  the  modern  nation-state.  As  is 
so  often  the  case  in  history,  economics 
led  the  way. 

And,  as  is  usually  the  case  in  eco- 
nomic-based change,  the  vested  inter- 
ests were  horrified.  "Perfidious,"  cried 
the  manorial  lords.  "Sinful,"  thundered 
the  bishops. 

On  to  the  20th  century,  and  the 
rise  of  the  multinational  corporation. 
As  the  lords  and  the  bishops  resisted 
the  challenge  to  their  authority  from 
the  bankers  and  traders  and  city-states, 
so  are  many  of  today's  vested  interests 
alarmed  at  the  rise  of  the  multina- 
tional corporation.  Count  among  these 
interests  not  only  politicians  and  labor 
leaders  but  some  businessmen  who 
are  not  strong  enough  to  resist  their 
globe-girdling  competitors.  Count  also 
among  the  critics  a  good  many  lib- 
erals. Long  advocates  of  international- 
ism, they  became  alarmed  when  in- 
ternationalism arrived  in  economic 
rather  than  political  form.  "Sweat- 
shops," say  the  unions.  "Unpatriotic," 
say  the  frightened  competitors. 

Historical  analogies  can,  of  course, 
be  tempting  traps.  But  the  fact  is: 
1)  The  multinationals  are  meeting 
increasingly  bitter  opposition;  and  2) 
They  continue  to  gain  ground  in  spite 
of  this  opposition.  Not  only  is  Ameri- 
can big  business  overwhelmingly  mul- 
tinational {see  table,  p.  266),  but  in- 
creasingly Japanese,  British,  French 
and  German  companies  are  becoming 
multinational. 

A  Job  Is  a  Job  .  .  . 

It  is  not  easy  for  governments  to 
put  restraints  on  multinational  cor- 
porations, no  matter  how  much  they 
may  wish  to  do  so.  If  any  government 
—even  those  most  outspoken  about 
foreign  investments  in  their  economies 
—has  lately  turned  down  a  major  job- 
giving  investment  from  a  multinational 
company,  it  has  escaped  notice. 

Federal  Reserve  Board  Governor 
Andrew  F.  Brimmer  in  a  speech  last 
December  illustrated  the  problem  of 


governments  in  a  multinational  busi- 
ness world.  Brimmer  cited  the  example 
of  1969  when  the  Federal  Reserve 
Board  imposed  monetary  restraint  on 
a  boiling  U.S.  economy.  Its  purpose, 
he  said,  was  partially  and  significantly 
defeated  by  the  big  U.S.  multinational 
banks  reaching  out  to  their  European 


branches  for  Eurodollars,  which  they 
then  lent  to  their  equally  multinational 
prime  customers.  Brimmer's  solution 
for  the  problem  suggests  compromise 
and  adaptation  rather  than  hostility: 
a  reserve  requirement  on  Eurodollar 
borrowings,  which  was  imposed. 
The   Nixon   Administration   overall 
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is  friendly  to  the  multinational  phe- 
nomenon. Of  course,  the  U.S.  can 
afford  to  be.  U.S.  multinationals  now 
have  over  $90  billion  (book  value) 
of  investments  abroad.  Those  invest- 
ments earn  a  rate  of  return  of  over 
16%,  and  the  balance-of-payments  re- 
turn to  the  U.S.  on  direct  investment 
is  running  around  $10  billion  a  year. 
Meanwhile,  new  U.S.  investment  out- 
flow is  running  at  $5  billion-plus  this 
year,  says  the  Commerce  Department. 

The  Administration  therefore  sees 
no  reason  to  do  anything  to  upset  this 
applecart.  On  the  not-too-burning 
question  of  tax  treatment  of  multina- 
tionals, the  Nixon  Administration's  rec- 
ommendations are  designed  more  to 
prevent  other  governments  using  tax 
holidays  to  boost  their  exports  than 
to  prevent  U.S.  companies  from  en- 
joying foreign  tax  benefits. 

On  the  other  hand,  the  U.S.  has 
always  treated  multinational  business 
in  a  benign  way.  Its  profits  are  taxed 
only  when  repatriated.  Other  coun- 
tries, which  at  first  did  not  tax  profits 
from  foreign  investment  at  all,  are 
now  trying  to  impose  such  taxes.  And 
they  are  meeting  resistance. 

Rough  Road 

The  Canadian  government,  for  ex- 
ample, has  announced  that  repatriated 
foreign  earnings  will  be  taxed.  Massey- 
Ferguson,  the  $1.2-billion  farm 
equipment  multinational  that  is  head- 
quartered in  Toronto,  has  announced 
that  if  that  is  done  it  will  consider 
moving  its  offices  out  of  Canada.  Is 
this  a  bluff?  Not  necessarily.  Massey- 
Ferguson  gets  only  6.5%  of  its  business 
from  Canada,  but  benefits  the  Canadi- 
an balance  of  payments  to  the  tune  of 
$70  million  annually. 

This  is  what  critics  of  the  multina-. 
tionals  find  so  disturbing  about  them, 
their  alleged  lack  of  allegiance  to  any 
country.  They  get  their  income  every- 
where, are  bound  to  nowhere,  runs 
the  critical  refrain.  Is  this  bad?  The 
answer  depends  on  how  dedicated  to 
national  sovereignty  you  are. 

The  truth  is,  multinational  compa- 
nies do  not  wish  to  be  identified  with 
a  particular  country  or  culture.  Barry 
J.  Fulford,  president  of  Cadbury  Corp., 
described  in  a  recent  Journal  of  Com- 
merce article  how  pleased  his  compa- 
ny executives  were  when  market  re- 
search showed  that  Cadbury's  was 
regarded  by  U.S.  consumers  as  just 
another  chocolate— not  an  English 
chocolate,  or  a  specialty,  snob-appeal 
product.  Cadbury's  was  not  waving 
the  Union  Jack.  It  was  after  sales. 
Cadbury  decided  then,  Fulford  wrote, 
that  it  could  delay  no  longer:  It  had 
to  build  a  plant  in  the  U.S.  to  supply 
and  constantly  check  its  products  on 
U.S.  supermarket  shelves. 


NATURAL  6AS  and  OIL 


is  a  growing 
business 


The  tremendous,  growing  demand  for  energy,  especially 
from  on-shore  sources,  is  a  well  known  fact.  □  Our  Cana- 
dian subsidiary,  CanDel  produced  24.7  billion  cu.  ft.  of  gas 
and  2,079,000  barrels  of  oil  and  gas  liquids  in  1972.  Their 
reserves,  as  of  January  1,  1973,  are  286  billion  cu.  ft.  of  gas 
and  21,000,000  barrels  of  oil  and  gas  liquids.  Q  CanDel  also 
has  interests  in  Western  Canada  of  3.5  million  gross  acres, 
1.3  million  net  acres,  and  will  earn  an  additional  1.1  million 
gross  acres  in  current  exploration  programs. 

We're  in  on  the 
ground  floor 

If  you'd  like  to  know  more  about  us,  send  for  our  annual  report. 

ST  JOE 

MINERALS  CORPORATION 

250  Park  Avenue,  New  York,  New  York  10017 


Leaseway  Transportation 

Corp.,  a  major  service,  leasing 

and  transportation  company, 

had  its  best  year  ever  in  1972. 

Net  income  rose  to  $16,376,000 

or  $2.41  per  share,  compared 

with  $13,809,000  or  $2.04  per 

share  after  giving  retroactive 

effect  to  two  3  per  cent  stock 

dividends  in  1971,  a  3-for-2 

stock  split  in  February  1972 

and  a  4  per  cent  stock  dividend 

in  December  1972.  Revenues 

were  $363,063,000,  against 

$330,031,000  in  1971. 

For  more  information  contact: 

Leaseway  Transportation  Corp. 

21111  Chagrin  Boulevard 

Cleveland,  Ohio  44122 

(216)991-8800 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $14,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $14,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . . . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-0301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 
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Because  employment,  full  employ- 
ment, is  the  key  to  today's  politics 
and  has  been  ever  since  the  world 
climbed  out  of  depression  and  war, 
social  systems  cannot  survive  massive 
unemployment  any  longer.  Therefore, 


providers  of  work,  organizers  of  busi- 
ness and  labor  are  needed  and  wel- 
comed. Multinational  companies  have 
been  filling  this  need  best— paying  on 
the  whole  better  wages  than  tradi- 
tional  companies,   and  providing  the 


When  Caterpillar  Tractor 
builds  a  plant  overseas,  exports 
always  increase  from  the  U.S. 
First,  parts  must  be  shipped;  then 
customers  want  other 
Cat  models  that  are 
American  made. 


Multinational  Profits 

These  U.S.  companies  make  profits  from  all  over  the  world. 


Estimated 

Net          Foreign  Per  Net             Per 

Sales           Sales  Cent  Income  Cent 

, millions N  Foreign  (millions)  Foreign 


Exxon 

$20,310 

NA 

$1,532 

53 

Uniroyal 

$1,799 

522 

29 

$47 

54 

Ford   Motor 

20,194  $5,100* 

25 

870 

17* 

Otis  Elevator 

807f 

411* 

51 

28 

37 

General  Motors 

30,435 

4,741* 

16 

2,163 

8* 

General  Foods 

2,424* 

383* 

16 

66 

5* 

Mobil  Oil 

9,166 

NA 

574 

58 

Gillette 

871 

382 

44 

75 

55 

Int'l   Business  Machines 

9,533 

4,152 

44 

1,279 

54 

Dow  Chemical 

2,404 

1,021 

42 

189 

48** 

Int'l  Tel  &  Tel 

10,236 

4,000* 

39 

483 

45' 

Procter  &  Gamble 

3,514 

NA 

276 

28 

Texaco 

8,693 

NA 

889 

51 

Union  Carbide 

3,261 

991 

30 

205 

32 

Gulf  Oil 

6,243 

NA 

197 

47ft 

Colgate  Palmolive 

1,808 

946 

52 

68 

NA 

Standard  Oil  of  Calif 

5,829 

NA 

547 

52tt 

Xerox 

2,419 

890 

37 

250 

46 

Chrysler 

9,759 

2,500* 

26 

220 

13* 

Singer 

2,218 

884 

40 

88 

NA 

General  Electric 

10,240 

1,830 

18 

530 

19 

International  Harvester 

3,493 

862 

25 

87 

39 

Caterpillar  Tractor 

2,602 

1,251 

48 

206 

NA 

Engelhard  Minerals  &  Chem 

1,930 

849 

44 

37 

76 

Occidental  Petroleum 

2,487 

1,248* 

50 

10 

NA 

CPC  International 

1,550 

848 

55 

87 

45 

Eastman  Kodak 

3,478 

1,241 

36 

546 

21 

Honeywell 

2,125 

820 

25 

82 

NA 

F  W  Woolworth 

3,148 

1,135** 

36 

79 

82 

Du  Pont 

4,366 

800 

18 

415 

NA 

W  R  Grace 

2,315 

762* 

33 

63 

39* 

Minnesota  Mining  &  Mfg 

2,114 

800 

38 

244 

NA 

National  Cash  Register 

1,558 

728 

47 

d60 

NA 

Firestone  Tire  &  Rubber 

2.691 

NA 

136 

31 

Sperry  Rand 

1,824 

634 

35 

61 

NA 

First  National  City  Corp 

1,955 

NA 

202 

54 

Reynolds  Metals 

1,162 

629 

54 

0 

NA 

Coca-Cola 

1,876 

770 

41 

190 

55 

General  Tel  &  Elec 

4,327 

607 

14 

301 

5 

J  P  Morgan 

755 

358 

47 

121 

35 

Warner-Lambert 

1,509 

572 

38 

123 

30*** 

1  U  International 

1,192 

286 

24 

59 

72 

American  Standard 

1,321 

562 

43 

25 

39 

USM 

527 

265 

50 

12 

83 

Schlumberger 

793 

555 

70 

70 

NA 

International  Paper 

2,093 

200 

10 

103 

NA 

Monsanto 

2,225 

552 

25 

122 

NA 

Black  &  Decker 

346 

147 

43 

27 

48 

Pfizer 

1,093 

538 

49 

103 

57 

Chesebrough-Pond's 

353 

125 

35 

27 

28 

H  J  Heinz 

1,154 

527 

46 

42 

47 

Bankers  Trust  NY  Corp 

655 

NA 

68 

354 

General   Note:   All   oil   compon 

y  figures  exc 

lude  excise 

taxes. 

d  -  Defici 

1.  NA 

sales    and    equity    in    unconsolidated    subsid 

ary.    \    Based   on 

Income 

jefore 

Not  Available.    'Excludes   Can 

3da.   -f-  Contracts  comp 

eted. 

*•   %  based  on 

securities  transactions. 

operating  income.  -\ — (-  Eastern 

Hemisphere 

only.  K  % 

based 

on  consolidated 

Estimated 
Net           Foreign           Per        Net  Per 
Sales           Sales           Cent  Income       Cent 
millions N      Foreign  (millions)  Foreign 
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most  modern  working  conditions.  In 
that  way  they  have  been  like  the  early 
town  guilds  of  the  Middle  Ages. 

Interestingly,  one  of  the  vested  in- 
terests that  feels  threatened  by  the 
multinationals  are  the  high-paid  work- 
ers of  the  advanced  countries— and 
their  unions.  (The  medieval  guilds, 
after  an  egalitarian  start,  turned  into 
elite  groupings  of  craftsmen,  leaving 
behind  a  proletariat  of  laborers  newly 
displaced  from  agriculture.)  National 
unions  are  beginning  to  respond  to 
both  the  threat  and  promise  of  multi- 
national business  by  organizing  them- 
selves  internationally.   They  want  to 


Drawing  by  Dana  F radon:  ©  1973 
The  New  Yorker  Magazine,  Inc. 

stop  the  shift  of  jobs  from  high-wage 
countries  to  low- wage  countries.  The 
now-sleeping  Burke-Hartke  bill  was 
a  manifestation  of  this  fear.  - 

The  multinational  unions  are  as  yet 
rather  loosely  affiliated  groupings, 
most  notably  the  Geneva-based 
Chemical  General  Workers  and  the 
Metalworkers  Federation.  Much  has 
been  said  of  European  union  demands 
for  a  say  in  management.  But  that  is 
less  of  a  story  of  multinational  unions 
than  is  the  prospect  for  worldwide 
bargaining.  Because  the  big  AFL-CIO 
unions  are  talking  about  that. 

The  •>"  International  Metalworkers 
Federation  recently  held  a  two-day 
meeting  in  New  York.  The  Federa- 
tion's U.S.  affiliates  include  the  United 
Auto  Workers,  United  Steelworkers, 
International  Association  of  Machin- 
ists, the  Brotherhood  of  Electrical 
Workers  and  the  International  Union 
of  Electrfcal  Radio  &  Machine  Work- 
ers. James  Compson,  vice  president 
of  the  IUE,  explains  that  the  meeting 
took  place  just  before  he  and  his  ne- 
gotiators   sat    down    to    bargain    with 
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The  Lazy  Man's 
Way  to  Riches 

'Mosf  People  Are  Too  Busy  Corning  a  Living  to  Make  Any  Money' 


I  used  to  work  hard.  The  18-hour 
days.  The  7-day  weeks. 

But  I  didn't  start  making  big  money 
until  I  did  less— a  lot  less. 

For  example,  this  ad  took  about  2 
hours  to  write.  With  a  little  luck,  it 
should  earn  me  50,  maybe  a  hundred 
thousand  dollars. 

What's  more,  I'm  going  to  ask  you  to 
send  me  10  dollars  for  something  that'll 
cost  me  no  more  than  50  cents.  And  I'll 
try  to  make  it  so  irresistible  that  you'd 
be  a  darned  fool  not  to  do  it. 

After  all,  why  should  you  care  if  I 
make  $9.50  profit  if  I  can  show  you  how 
to  make  a  lot  more? 

What  if  I'm  so  sure  that  you  will 
make  money  my  Lazy  Man's  Way  that 
I'll  make  you  the  world's  most  unusual 
guarantee? 

And  here  it  is:  I  won't  even  cash  your 
check  or  money  order  for  31  days  after 
I've  sent  you  my  material. 

That'll  give  you  plenty  of  time  to  get 
it,  look  it  over,  try  it  out. 

If  you  don't  agree  that  it's  worth 
at  least  a  hundred  times  what  you 
invested,  send  it  back.  Your  uncashed 
check  or  money  order  will  be  put  in  the 
return  mail. 

The  only  reason  I  won't  send  it  to 
you  and  bill  you  or  send  it  C.O.D.  is 
because  both  these  methods  involve 
more  time  and  money. 

And  I'm  already  going  to  give  you 
the  biggest  bargain  of  your  life. 

Because  I'm  going  to  tell  you  what 
it  took  me  11  years  to  perfect:  How  to 
make  money  the  Lazy  Man's  Way. 

O.K.— now  I  have  to  brag  a  little.  I 
don't  mind  it.  And  it's  necessary  — to 
prove  that  sending  me  the  10  dollars... 
which  I'll  keep  "in  escrow"  until  you're 
satisfied ...  is  the  smartest  thing  you 
ever  did. 

I  live  in  a  home  that's  worth  $100,000. 
I  know  it  is,  because  I  turned  down  an 
offer  for  that  much.  My  mortgage  is 
less  than  half  that,  and  the  only  reason 
I  haven't  paid  it  off  is  because  my  Tax 
Accountant  says  I'd  be  an  idiot. 

My  "office,"  about  a  mile  and  a  half 
from  my  home,  is  right  on  the  beach. 
My  view  is  so  breathtaking  that  most 
people  comment  that  they  don't  see 
how  I  get  any  work  done.  But  I  do 
enough.  About  6  hours  a  day,  8  or  9 
months  a  year. 

The  rest  of  the  time  we  spend  at  our 
mountain  "cabin."  I  paid  $30,000  for  it 

—  cash. 

I  have  2  boats  and  a  Cadillac.  All 
paid  for. 

We  have  stocks,  bonds,  investments, 
cash  in  the  bank.  But  the  most  impor- 
tant thing  I  have  is  priceless:  time  with 
my  family. 

And  I'll  show  you  just  how  I  did  it 

—  the  Lazy  Man's  Way  — a  secret  that 
I've  shared  with  just  a  few  friends  'til 
now. 

It  doesn't  require  "education."  I'm  a 
high  school  graduate. 

It  doesn't  require  "capital."  When  I 
started  out,  I  was  so  deep  in  debt  that 
a  lawyer  friend  advised  bankruptcy  as 
the  only  way  out.  He  was  wrong.  We 
paid  off  our  debts  and,  outside  of  the 
mortgage,  don't  owe  a  cent  to  anv  man. 

It  doesn't   require  "luck."   I've   had 


more  than  my  share,  but  I'm  not  prom- 
ising you  that  you'll  make  as  much 
money  as  I  have.  And  you  may  do  bet- 
ter; I  personally  know  one  man  who 
used  these  principles,  worked  hard,  and 
made  11  million  dollars  in  8  years.  But 
money  isn't  everything. 

It  doesn't  require  "talent."  Just 
enough  brains  to  know  what  to  look 
for.  And  I'll  tell  you  that. 

It  doesn't  require  "youth."  One  wom- 
an I  worked  with  is  over  70.  She's  trav- 
elled the  world  over,  making  all  the 
money  she  needs,  doing"  only  what  I 
taught  her. 

It  doesn't  require  "experience."  A 
widow  in  Chicago  has  been  averaging 
$25,000  a  year  for  the  past  5  years, 
using  my  methods. 

What  does  it  require?  Belief.  Enough 
to  take  a  chance.  Enough  to  absorb 
what  I'll  send  you.  Enough  to  put  the 
principles  into  action.  If  you  do  just 
that  — nothing  more,  nothing  less  — the 
results  will  be  hard  to  believe.  Remem- 
ber—I guarantee  it. 

You  don't  have  to  give  up  your  job. 
But  you  may  soon  be  making  so  much 
money  that  you'll  be  able  to.  Once 
again  —  I  guarantee  it. 

The  wisest  man  I  ever  knew  told  me 
something  I  never  forgot:  "Most  peo- 
ple are  too  busy  earning  a  living  to 
make  any  money." 

Don't  take  as  long  as  I  did  to  find 
out  he  was  right. 

I'll  prove  it  to  you,  if  you'll  send  in 
the  coupon  now.  I'm  not  asking  you  to 
"believe"  me.  Just  try  it.  If  I'm  wrong, 
all  you've  lost  is  a  couple  of  minutes 
and  an  8-cent  stamp.  But  what  if  I'm 
right? 


Sworn  Statement: 

"I  have  examined  this  advertisement. 
On  the  basis  of  personal  acquaintance 
with  Mr.  Joe  Karbo  for  18  years  and  my 
professional  relationship  as  his  account- 
ant, I  certify  that  every  statement  is 
true."  [Accountant's  name  available 
upon  request.] 
Rank  Reference: 

Southern  California  First  National 

Rank 

17122  Reach  Rlvd., 

Huntington  Reach,  California  92647 


Joe  Karbo 

17105  South  Pacific,  Dept.  412-A 

Sunset  Beach,  California  90742 

Joe.  you  may  be  full  of  beans,  but 
what  have  I  got  to  lose?  Send  me  the 
Lazy  Man's  Way  to  Riches.  But  don't 
deposit  my  check  or  money  order  for  31 
days  after  it's  in  the  mail. 

If  I  return  your  material  — for  any 
reason  — within  that  time,  return  my 
uncashed  check  or  money  order  to  me. 
On  that  basis,  here's  my  ten  dollars. 


Name 


Address 


City 


State 


Zip 
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WHAT  WILL  IT  COST  YOU  TO 
BUILD  AN  INDUSTRIAL  BUILDING 
IN  THE  SOUTHEAST?  FIND  OUT. 

Send  for  our  new  brochure  on  current  construction  costs  in  the  six 
states  we  serve:  Virginia,  North  Carolina,  South  Carolina,  Georgia,  Alabama 
and  Florida. 

Included  are  illustrations  and  construction  data  on  20  different 
recently  completed  buildings  in  the  region,  ranging  in  cost  from  $2.25  to 
$11.80  per  square  foot.  So  write  us  and  get  a  line  on  what  it  might  cost  you  to 
build  in  the  Southeast. 

Whatever  your  expansion  plans  in  the  Southeast  call  for,  we  believe 
you'll  find  no  other  single  source  as  knowledgeable  as  we  are  about  the  area's 
facts,  figures  and  sites. 

For  your  copy  of  Construction  and  Cost  Data  in  the  fffff 
Southeast,  or  for  site  data  information  write:  J.  R.  LeGrand,  &Wm 
Assistant  Vice  President,  Industrial  Development,  Dept.  C,  seaboa 
Seaboard  Coast  Line  Railroad,  Jacksonville,  Florida  32202. 


COAST  LINE 
RAILROAD 


mwm 

constiPtictri    [cosDdaDa 


Tenneco  Inc. 


HOUSTON.  TEXAS 


JENNECO 


1973 

is  our  27th 

consecutive 

year  of  cash 

dividend  payments 


A  quarterly  dividend  of  2>H  per  share  on  the 
Common  Stock  will  be  paid  June  12,  1973, 
to  stockholders  of  record  on  May  18,  1973. 
More  than  240,000  stockholders  will  share  In 
our  earnings. 

M.  H.  COVEY,  Secretary 


"Building  Businesses  Is  Our  Business" 

Natural  Gas  Pipelines  •  Oil  •  Automotive  Parts 

Shipbuilding  •  Construction  &  Farm  Equipment  •  Chemicals 

Packaging  •  Agriculture  &  Land  Development 


Sancfuary.  Northern  Ireland  burns 

with  violence,  but  this  du  Pont 

plant  hasn't  felt  the  heat. 

One  reason:  Multinational  du  Pont 

hires  fairly  and  pays  well. 


General  Electric.  "Yes,  we  discussed 
GE  at  the  metalworkers  meeting," 
says  Compson.  "We  discussed  the  ways 
of  eventually  arriving  at  coordinated 
bargaining  around  the  world." 

Now  GE  is  a  multinational.  More- 
over, it  is  one  of  those  multinationals 
that  produces  components  for  some  of 
its  products,  such  as  radios,  in  low- 
wage  countries  like  Taiwan.  Is  the 
IUE  or  the  IM WF  out  to  shut  GE's 
Taiwan  plant?  No,  it's  out  to  bargain 
for  it.  "We  will  be  trying  to  raise 
wages  around  the  world,"  says  Comp- 
son, "so  that  people  can  afford  to  buy 
the  products  of  these  companies  every- 
where they  are  produced."  In  other 
words,  the  modern  guilds  don't  wish 
to  leave  the  proletariat  behind.  It's 
too  dangerous.  Certainly  such  world- 
wide bargaining  is  preferable  to  Burke- 
Hartke  and  its  stop-the-world-we- 
want-to-get-off  psychology.  Or  to  the 
late  General  de  Gaulle  and  his  narrow 
economic  nationalism. 

Foes  of  the  multinational  phenom- 
enon  do,    of   course,    make    much    ol 
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the  interference  by  Harold  Geneen 
and  International  Telephone  &  Tele- 
graph in  the  internal  affairs  of  Chile. 
But  that  affair  notwithstanding,  the 
simple  fact  is  that  gunboat  diplomacy 
was  a  product  of  the  age  of  economic 
nationalism,  not  of  the  age  of  multi- 
national investment. 

Then,  too,  there  are  the  charges 
that  multinational  capital  flows  con- 
tributed heavily  to  the  pressure  on 
the  dollar  during  the  crises  that  led 
to  two  successive  devaluations.  This 
may  be  true,  but  no  sensible  econo- 
mist would  argue  that  the  multina- 
tionals brought  down  the  dollar;  like 
other  international  businessmen,  they 
were  merely  acting  to  protect  them- 
selves in  a  situation  over  which  they 
hads-very  little  control. 

Where  all  these  pressures  will  end, 
no  man  can  say.  The  bishops  and 
merchants,  the  artisans  and  rulers  of 
the  late  Middle  Ages,  each  in  the  pur- 
suit of  his  own  interests,  had  no  clear 
vision  of  where  the  world  was  going. 
Neither  did  the  American  businessmen 
who  first  brought  Heinz  beans  to  the 
British  or  McCormack  reapers  to  the 
Russians.  They  could  not  know  that 
they  were  the  first  stage  of  what 
would  develop  into  a  new  internation- 
al system  of  business.   ■ 
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"Where  a  new  tire 
got  us  75,000  miles 
a  Bandag  gets  us 
145,000." 


That's  Howard  Harris,  talking  about 
patented  Bandag  cold  process  retreads. 

Harris  is  Director  of  Maintenance, 
Hadley  Auto  Transport,  Pico  Rivera, 
California.  His  rigs  haul  45,000  to 
50,000  new  cars  a  month. 
"Besides  more  miles,  Bandags  give 
us  fewer  punctures  and  less  downtime," 
says  Harris. 

To  cut  your  own  company's  tire  costs, 
call  toll  free  800-553-9640  (Iowa, 
800-552-9630)  and  get  the  name  of 
your  nearest  Certified  Bandag  Dealer. 


bandag] 

World  leader 

in  cold  process  retreads 

1056  Hershey  Ave., Muscatine,  Iowa  52761 


send  for  it, 


THIS  RECORDING 

COULD  HOLD  THE  ANSWER 

TO  YOUR  FUTURE  SUCCESS... 

This  record  outlines  the  remarkable 
concept  and  philosophy  of  Success  Moti- 
vation Institute,  Inc.,  a  pioneer  and 
leader  in  the  knowledge/education/ 
communications  industry. 

With  the  record  you'll  receive  infor- 
mation which  outlines  the  business 
opportunity  available  to  you  at  SMI. 

Send  for  your  free  copy  of  "Personal 
Motivation"  and  the  BUSINESS  OPPOR- 
TUNITY booklet  today.  There's  abso- 
lutely no  obligation. 


Qsmi 


Paul  J.  Meyer,  President 
Box  7614  Dept.  FBS  5-3 
Waco,  Texas  76710 
Telephone  81 7-776-1 230 


(Call  Collect) 


LUMISCOPE 

ILLUMINATED  SOX  MICROSCOPE  SYSTEM 

Your  first  look  through  lumiscope  will 
evoke  a  gasp  of  surprise  and  disbelief!  Here, 
in  a  brilliantly  illuminated  field  you  will  dis- 
cover the  mini-structure  of  inanimate  and  liv- 
ing things.  You  needn't  restrict  yourself  to 
static  observations.  Have  you  ever  watched 
life  within  a  dr<  o  of  water?  Or  the  subtle  color 
changes  as  electricity  courses  through  a  re- 
sistance wire?  These  and  other  fascinating 
sights  can  be  visible  to  you  with  lumiscope. 
The  System  consists  of  the  Microscope,  light 
attachment  (may  be  used  separately  as  a 
flashlight),  stand  and  batteries-  in  fitted  case. 

Send  me:  □  Standard  lumiscope  $14.95 
□  Measuring  l  scope  (3mm  reticle)$19.95. 
I  enclose  this  amount  (plus  $1  for  post.  &  ins.) 
Calif,  residents  add  5%.  Refund  in  2  weeks  if 
not  delighted. 

NAME    


ADDRESS 


FM05I5 


322 


haverhills 


zip 

584  Washington  St. 
San  Francisco. 941 11 
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Senator  Charles  H.  Percy  of  Illinois 


"You  Simply  Cannot  Impose  Your  Will. 


9f 


Herbert  Hoover,  Edward  Stettin- 
ius,  Charles  Wilson,  Neil  McElroy, 
C.R.  Smith,  David  Kennedy,  George 
Romney— all  were  successful  business- 
men. All  went  into  government  or  pol- 
itics and  all  saw  their  reputations  suf- 
fer, some  grievously. 

Why  trade?  What  is  the  difference 
between  the  two  worlds  that  so  often 
takes  a  success  in  one  and  turns  him 
into  a  failure  in  the  other?  That  so 
often  makes  businessmen  impatient 
with  politicians.  And  vice  versa? 

Illinois  Senator  Charles  H.  Percy 
has  some  answers.  He  has  the  cre- 
dentials to  give  them.  He  took  over 
Bell  &  Howell  at  age  29,  and  under 
his  tutelage  the  company  grew  and 
even  prospered.  He  has  twice  been 
elected  to  the  U.S.  Senate.  He  is  now 
mentioned  as  a  possible  Presidential 
candidate  in  1976. 

"Business  is  essentially  an  autoc- 
racy," says  Percy.  "In  the  18  years 
that  I  ran  Bell  &  Howell,  I  never  had 
a  major  decision  reversed  by  the  board 
of  directors.  In  business,  one  man  can 
essentially  make  a  final  decision  and 
that's  it. 

"In  government,  in  political  life,  on 
the  other  hand,  when  you  make  a 
decision  to  go  ahead  on  something, 
that,  for  the  most  part,  is  just  the 
beginning.  There  is  the  whole  process 
of  persuasion  ahead  of  you,  to  get 
others  to  go  along  with  you. 

"Government  is  not  an  empirical, 
structural  organization.  It  is  more  of  a 
tripod.  To  have  a  binding  decision, 
you  have  to  have  the  executive,  the 
legislature,  the  judiciary  all  go  along." 

A  personal  example  of  getting 
something  done?  "When  I  became 
Senator,  I  developed  a  housing  pro- 
gram for  lower-income  people.  Al- 
though I  felt  the  idea  was  basically 
sound,  it  took  several  years  to  con- 
vince the  executive  branch,  to  con- 
vince enough  people  in  the  legisla- 
tive process  to  go  along  with  it.  I 
could  console  myself  with  the  thought 
that  the  very  process  that  impedes 
implementation  of  good  ideas  works 
the  same  for  evil  ideas.  It  is  very  dif- 
ficult indeed  to  get  and  bring  about 
change  of  any  magnitude.  There  are 
so  many  obstacles,  hurdles." 

All  of  which  frustrates  the  busi- 
nessman. "They  expect  to  come  in 
and  accomplish  things  overnight." 
They  are  used  to  doing  things  that 
way,  says  Percy.  "If  you  move  into  a 
company  as  CEO,  that  very  fact 
means  you  can  bring  about  a  tre- 
mendous amount  of  change  quickly. 

"In  government,  you  simply  cannot 


impose  your  will  that  way.  Let's  say 
you  become  secretary  of  an  agency  or 
department.  Even  the  selection  of  as- 
sistant secretaries  and  undersecre- 
taries is  not  your  decision  alone.  The 
White  House  has  a  certain  say  in  who 
you  are  going  to  select. 

"Then  below  you,  there  is  an  en- 
trenched bureaucracy.  In  a  certain 
sense,  they  look  upon  themselves  as 
The  Government.  They  see  cabinet 
officials  come  and  go.  They  look  upon 
them  as  transient.  So  you  can  issue 
an  order.  But  the  implementation  has 
to  be  carried  out  by  that  bureauc- 
racy. If  they  don't  like  it,  many  times 
they  simply  will  frustrate  it." 

There  are  other  frustrations  for  the 
businessman,  such  as  press  leaks. 
"There  is  that  problem  because  there 
is  a  different  set  of  loyalties  in  gov- 
ernment. What  is  someone's  ultimate 
responsibility  and  loyalty?  In  a  com- 
pany, policy  is  established  by  man- 
agement or  sometimes  the  Board.  If 
you  don't  adhere  to  that  policy,  you're 
generally  invited  to  leave.  In  govern- 
ment, that  is  not  true  at  all." 

An  instance  of  that,  says  Percy, 
was  former  Defense  Secretary  Melvin 
Laird.  "He  would  sometimes  let  it  be 
known  to  certain  members  of  the 
press  that  he  didn't  go  along  with 
the  positions  of  his  executive  officer, 
the  President  of  the  U.S.  Now,  in  busi- 
ness, that  would  almost  be  unthink- 
able. But  in  government,  it  is  an 
everyday  course  of  action." 

There  are  two  routes  a  person  can 
take  in  politics— the  electoral  or  the 
appointive,  the  administrative.  We 
asked  Percy  why  he  chose  the  former. 
After  all,  Roy  Ash,  director  of  the 
Office  of  Management  &  Budget  (see 
p.  272)  is  a  political  appointee  and 
he  has  considerable  clout.  Isn't 
Percy  frustrated  as   a  mere  senator? 

"No,"  replies  the  Senator,  "I  de- 
cided many,  many  years  ago  not  to 
be  an  administrator  in  government. 
President  Eisenhower  offered  me 
many  such  positions,  Director  of  For- 
eign Aid,  Secretary  of  Commerce.  But 
I  told  him  rather  than  leaving  the 
limousine  at  Bell  &  Howell  for  one 
at  some  cabinet  post,  I  much  pre- 
ferred running  for  public  office.  Only 
in  that  way  would  I  truly  under- 
stand the  political  process.  I  wanted 
to  learn  it  from  the  ground  up." 

Percy  does  not  believe  executive 
appointees  such  as  Ash  have  the  final 
word  determining  policy.  "In  the 
legislation  we're  now  developing  on 
the  impoundment  of  funds,  there  is 
a  real  question  whether  Ash's  Budget 


Bureau  is  going  to  be  the  last  and 
ultimate  source  of  authority.  Already 
the  courts  have  ruled  that  impound- 
ment of  Highway  Trust  funds  is  illegal 
and  unconstitutional.  And  it  is  Con- 
gress that  set  up  the  Trust  Fund. 

"Not  to  call  a  congressional  post 
an  action  post  is  to  disregard  the 
Constitution,  to  disregard  the  way  we 
actually  do  operate.  Most  of  the  pri- 
orities established  for  spending  are 
ultimately  established  by  Congress." 

How  did  Percy  begin  in  politics  and 
—so  far— avoid  the  pitfalls  that  have 
tripped  up  so  many  other  business- 
men? "For  me,  entering  politics  was 
a  transitional  process  over  a  period  of 
years,  participating  in  a  great  many 
government  projects."  Percy  had  the 
advantage  of  running  for  office  at  a 
relatively  young  age,  45.  Most  busi- 
nessmen start  their  second  career  in 
their  50s  or  60s,  leaving  them  less 
time,  less  flexibility  in  making  need- 
ed adjustments,  learning  new  lessons. 

Nonetheless,  Percy's  path  has  not 
been  smooth.  He  was  humiliated  at 
the  1960  Republican  Convention, 
where  he  served  as  Platform  Chair- 
man. When  a  platform  dispute  broke 
out,  he  was  unable  to  settle  it  and 
was  replaced.  He  ran  for  Governor  of 
Illinois  in  1964  and  lost.  His  1968 
Presidential  hopes  were  thwarted 
when  fellow  Illinois  Senator,  Everett 
Dirksen,  outmaneuvered  Percy  back 
home,  thus  robbing  him  of  his  base. 
No  major  pieces  of  legislation  bear 
his  name.  He  is  not  a  leader  among 
fellow  Republican  Senators. 

All  of  this  won't  much  matter  if 
Percy  gets  the  brass  ring  in  1976. 
If  he  gets  it,  he  will  be  the  first  busi- 
nessman who  became  President  since 
Herbert  Hoover.  ■ 
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George  Romney  of  Concerned  Citizens  Movement 


The  First  Law  of  Survival 


Remember  when  George  Romney 
was  The  Man  Who?  The  man  who 
saved  American  Motors  by  pioneering 
the  compact  car?  The  man  who  won 
three  successive  two-year  terms  as 
governor  of  Michigan?  The  man  who 
was  going  to  bring  business  methods 
to  government?  The  businessman  who 
was  going  to  be  President? 

Officially,    the    66-year-old    former 
Secretary   of   Housing   &   Urban   De- 


velopment is  starting  an  organization 
called  Concerned  Citizens  Movement, 
which  is  a  conservative  version  of  the 
liberal  Common  Cause  organization, 
fellow  Republican  John  Gardiner's 
public  lobby.  Unofficially,  Romney 
has  plenty  of  time  to  play  golf  these 
days,  and  his  tan  and  glow  of  physi- 
cal fitness  show  it. 

His  service  at  HUD  has  not  been 
termed  distinguished.  With  his  usual 
enthusiasm,  Romney  espoused  hous- 
ing programs  that  the  Nixon  Admin- 
istration wasn't  really  prepared  to 
fund,  and  he  announced  with  great 
emphasis  modular  housing  construc- 
tion proglams  that  have  been  slow  to 
develop.  The  feeling  in  Washington 
is  that  Romney  left  frustrated  with 
the  White  House  and  vice  versa. 

Romney  was  a  star  in  business.  He 
ultimately  bombed  in  politics.  Forbes 
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asked  him,  using  20/20  hindsight,  to 
talk  about  the  differences  between 
business  and  politics.  Said  Romney: 

"In  politics  you  can't  be  successful 
by  selling  ideas  whose  time  is  in  the 
distant  future.  You  know,  elections 
are  coming  up  all  the  time.  You  have 
to  have  ideas  that  win  a  majority  of 
voters." 

Asked  to  elaborate,  Romney  re- 
turned to  his  touchstone.  "The  Ram- 
bler, now.  That  took  seven  years  just 
to  develop  the  concept,  and  then  an- 
other seven  to  sell  it  to  the  public.  At 
the  end  of  those  14  years  we  proved 
that  4%  to  5%  of  the  public  was  will- 
ing to  buy  the  Rambler.  And  for  the 
Rambler  we  didn't  have  to  get  special 
ordinances  and  go  through  local  build- 
ing codes  as  we  had  to  do  with 
modular  housing." 

Romney  deplores  that  candidates 
cannot  discuss  the  real  issues  facing 
the  country.  Instead  they  must  play 
to  the  grandstand.  Even  after  a  suc- 
cessful election,  they  cannot  do  things 
beyond  the  public  understanding.  The 
ghosts  of  politicians  who  grabbed 
bulls  by  horns  in  their  own  times- 
Andrew  Jackson,  Lincoln,  Teddy  and 
Franklin  Roosevelt  or  Harry  Truman- 
might  give  him  argument.  Neverthe- 
less, Romney  shows  obvious  worry 
over  the  ability  of  the  Federal  Gov- 
ernment to  get  big  things  done. 

Romney,  a  conservative,  sees  the 
movement  toward  further  centralized 
control  of  the  economy  as  the  principal 
issue  about  which  something  should 
be  done.  An  economy  administered 
by  big  government,  big  labor  and  big 
business  is  to  Romney  not  only  inimi- 
cal to  smaller  companies  such  as 
American  Motors,  it  is  inefficient. 
Again,  asked  to  elaborate,  George 
Romney,  who— whatever  his  other 
gifts— never  acquired  a  reputation  for 
wit,  said  it  well: 

"There  is  a  much  greater  cost  to 
do  things  through  government  than 
through  private  industry.  In  the  com- 
petitive process,  some  things  work 
and  some  don't.  But  in  government, 
everything  must  work.  You  can't  admit 
mistakes  to  the  voters.  And  so  we 
have  procedures  and  red  tape  to  pro- 
tect people  when  things  don't  work, 
so  they  won't  be  held  responsible." 

As  anybody  who  has  spent  any 
time  at  all  around  Washington  will 
attest,  Romney  has  just  stated  the 
first  law  of  bureaucratic  survival.  It 
is  a  law  he  never  mastered,  because 
in  politics  George  Romney  did  not 
survive.  Still,  no  one  ever  questioned 
his  personal  integrity.   ■ 


PLENTY  OF  IT! 

While  many  states  find  them- 
selves in  the  midst  of  serious 
energy  shortages,  Oklahoma 
abounds  in  energy  reserves 
(natural  gas  and  electricity)  to 
meet  even  the  most  demanding 
industrial  needs,  now  and  in  the 
future.  We  have  plenty  of  low 
cost  power  to  meet  your  needs 
today  and  tomorrow.  For  a  com- 
parison of  power  rates,  write, 
wire  or  call:  The  Director,  In- 
dustrial Development  Depart- 
ment, Office  of  the  Governor, 
500  Will  Rogers  Memorial  Bldg., 
Suite  D,  Oklahoma  City,  Okla. 
73105.  405-521-2401.  All  inquir- 
ies are  kept  confidential. 
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Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Company 

Quarterly  Dividend 

4772  0  per  Common  Share 

Payable  June  15, 1973 
Record  May  18, 1973 
Declared  April  25, 1973 

Cyril  J.  Smith 
Secretary 


Houston,  Texas  77001 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22%$  per  share 
on  the  outstanding  Common  Stock, 
payable  on  June  1,  1973  to  stock- 
holders of  record  on  May  11,  1973. 
The  transfer  books  will  not  close. 

April  26,  1973 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 


m 


DIVISIONS:  NATIONAL  DISTILLERS  PRODUCTS  CO. 
U.S.  INDUSTRIAL  CHEMICALS  CO. 
BRIDGEPORT  BRASS  CO 
ALMADEN  VINEYARDS.  INC. 
TEXTILE 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  137 

A  regular  quarterly  dividend  of  37.5 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable  June 
14,  1973  to  stockholders  of  record 
at  the  close  of  business  on  May  24, 
1973. 


RONALD  L.  KUEHN,  JR. 
Secretary 

Dated:  April  27,  1973 
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Roy  Ash  of  OMB 


A  Job  That 
Must  Be  Done 

Roy  Ash's  appointment  to  a  top 
White  House  job  was  a  controversial 
one.  But  no  one  can  doubt  that  he 
was  brought  in  to  do  an  essential  job. 

Ash,  54,  admits  that  his  pace  as 
head  of  the  White  House  Office  of 
Management  &  Budget  exceeds  any- 
thing he  ever  had  to  do  in  business. 

In  some  ways— but  only  some— Ash 
resembles  most  businessmen  who  join 
the  Government  as  administrators. 
Like  them,  he  has  never  run  for  elec- 
tive office.  "I  guess  I'd  rather  be  a 
doer  of  things  than  a  seller  of  things," 
he  says,  "and  an  elective  office  calls 
on  your  sales  talents." 

Past  Presidents  typically  filled 
their  top  posts  with  executives  at  the 
summit  of  their  achievements  and 
prestige,  such  as  Robert  S.  McNa- 
mara  from  Ford  or  Neil  McElroy  from 
Procter  &  Gamble.  By  contrast,  when 
Ash  left  Litton  Industries  there  was 
many  a  dry  eye  among  Litton's  share- 
holders. 

A  poor  boy  who  skipped  college  to 
go  direct  to  Harvard  Business  School, 
Ash  was  one  of  the  famous  Whiz 
Kids,  and  was  for  a  time  viewed  as 
a  management  genius.  His  well-pub- 
licized systems  approach  rode  high 
when  Litton  reported  $146  million  in 
pretax  profits  in  1967,  lifting  the 
stock  to  a  high  of  104.  But  the  de- 
cline to  red  ink  last  year  brought  the 
shares  as  low  as  8/2  and  cast  doubts 
on  Ash's  reputation. 

Ash's  appointment  also  caused  a 
furor  because  Litton  and  the  Navy 
were  (and  still  are)  disputing  cost 
overruns  of  hundreds  of  millions  of 
dollars.  But  Ash  was  a  better  choice 
than  he  seemed.  One  of  the  great  con- 
tributions business  should  be  making 
to  government  is  in  introducing  rou- 
tine management  techniques  to  make 
the  government  bureaucracies  more 
responsive.  Ash  had  a  head  start  from 
the  time  when  he  headed  a  study 
commission  on  reorganizing  the  Ex- 
ecutive Branch. 

One  thing  he  is  doing  seems  revo- 
lutionary in  government,  though  it 
would  be  routine  in  business:  budget- 
ing two  fiscal  years  ahead  instead  of 
one.  In  this  way  programs  can  be 
evaluated  as  to  whether  they  are 
achieving  their  stated  goals,  rather 
than  automatically  be  continued. 
"Many  government  programs  are  not 
achieving  their  objectives,"  says  Ash, 
"but  there  is  tremendous  pressure  by 
those  involved  to  continue  something 
whether  it's  effective  or  not.  Every 
government  budget  should  check  last 


year's  programs  to  see  if  they  are 
really  worth  continuing.  For  instance, 
when  we  looked  at  subsidized  low- 
cost  housing,  it  turned  out  to  be  sub- 
sidized high-cost  housing." 

Behind  this,  of  course,  is  the  busi- 
ness philosophy  that  it  is  downright 
desirable  to  halt  ineffective  programs 
and  dispense  with  unnecessary  people. 
In  the  hands  of  such  men  as  Ash's 
deputy,  Fred  Malek,  the  Lord  High 
Executioner  of  the  Nixon  Adminis- 
tration, this  policy  has  enabled  the 
federal  payroll  to  be  trimmed  by  over 
200,000  employees. 

Roy  Ash  has  lost  none  of  the  skill 
in  presenting  figures  that  helped  build 
Litton's  old  reputation.  The  Ash  style 
that  dazzled  Wall  Street  in  the  Sixties 
is  still  very  apparent  today.  For  ex- 
ample, when  the  budget  deficit  for 
fiscal  1974  was  estimated  at  $13  bil- 
lion, Ash  would  never  mention  it  with- 
out adding  that  it  was  down  48%  from 
the  $25  billion  he  was  estimating  for 
fiscal  1973.  (Now,  a  few  weeks  later, 
these  estimates  are  $5  billion  and 
$7  billion  lower.)  Then  he  goes  on  to 
say  that  the  nation  has  a  chance  at  a 
balanced  budget  in  fiscal  1975. 

On  the  theme  of  this  issue  of 
Forbes,  what  are  Ash's  prescriptions 
for  government  action  to  make  busi- 
ness more  competitive  internationally? 
"Waste  less.  Prove  we  can  control  in- 
flation. Encourage  economic  educa- 
tion of  the  people  so  they  will  under- 
stand the  seriousness  of  our  economic 
problems." 

Is  Roy  Ash  one  of  a  new  breed  of 
businessman-politician?  Quite  possi- 
bly. Bringing  management  techniques 
into  government  is  highly  desirable, 
regardless  of  party  and  personality,  il 
inflation  is  to  be  brought  down  to  a 
livable  level.   ■ 
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FORBES 

doesn't  offer  the  world  of  business 

Just  the  people  who  run  it. 


Some  business  publications  direct  their  editorial 
coverage  to  the  whole  wide  world  of  business.  They 
have  millions  of  readers. 

Mass  appeal,  however,  is  not  what  FORBES  is  all 
about. 

FORBES  is  written  for  today's  top  management  of 
America's  businesses,  and  for  those  younger  who  will 
take  their  place  in  the  future.  Not  the  world  of  busi- 
ness... just  it's  leaders,  today  and  tomorrow.  There 
are  not  millions  of  them. 

The  average  FORBES  subscriber  has  a  personal 
income  in  excess  of  $40,000  a  year.  He  owns  more 
than  $140,000  worth  of  corporate  stocks  and  has  a 
net  worth  of  over  $300,000.  In  fact,  one  out  of  every 


nineteen  subscribers  is  a  millionaire. 

More  top  management  in  America's  largest  corpo- 
rations read  FORBES  regularly  (three  out  of  every  four 
issues),  than  read  any  of  the  other  major  magazines 
in  corporate  advertising.  More  than  read  Business 
Week,  Fortune,  Time,  Newsweek  or  U.S.  News. 

Why? 

Because  FORBES  makes  it  its  business  to  know 
more  about  the  world  of  business  management.  So  we 
reach  the  leaders  in  business  who  need  to  know  what 
FORBES  knows. 

The  whole  world  of  business? 

FORBES  can  only  offer  you  part  of  it. 

The  best  part. 


Forbes  knows. 


The  Funds 


Like  Walking  through 
a  Minefield 


"It's  like  walking  through  a  mine- 
field these  days,"  says  a  senior  port- 
folio manager  at  Los  Angeles-based 
Capital  Group,  Inc.,  the  parent  of  sev- 
en funds.  "You  just  never  know  when 
something's  going  to  blow  a  foot  off." 
He  shudders  to  think  of  how  many 
stoeks  dropped  50%  in  a  short  time. 

Is  this  a  time  to  invest  in  mutual 
funds?  "It's  a  super  time,"  says  Cap- 
ital Group's  Research  Director  David 
I.  Fisher.  "By  and  large,  stocks  are 
cheap.  I've  got  to  believe  that  these 
will  look  like  very  attractive  prices 
two  years  from  now,  and  that  they 
will  look  even  more  attractive  five 
years  from  now." 

Somebody  out  there  seems  to  be 
listening  to  Fisher.  Like  Chemical 
Fund  (Forbes,  May  1),  the  Capital 
Group  funds  are  gaining  stockhold- 
ers, not  losing  them  in  the  current 
debacle.  The  company  says  sales  last 
year  were  "well  over"  $200  million, 
"comfortably  ahead"  of  redemptions. 
Five  years  ago,  Capital  Group  man- 
aged a  little  over  $1  billion  in  funds; 
today  the  figure  is  more  than  $3.5 
billion,  counting  trust  funds  and  over- 
seas operations. 

Capital  Research  &  Management 
runs  five  mutual  funds.  The  biggest 
is  Investment  Co.  of  America,  assets 
$1.5  billion.  The  others  are  American 
Mutual  Fund,  AMCAP  Fund,  Wash- 
ington Mutual  Investors  Fund  and 
the  New  Perspective  Fund.  A  second 
investment  adviser  subsidiary,  Green- 
wich Management  Co.,  runs  the 
Growth  Fund  of  America  and  the  In- 
come Fund  of  America. 

Like  Chemical  Fund,  the  Capital 
Group  funds  were  not  stars  when  the 
market  was  hot;  they  were  too  con- 
servative. But  they  have  done  well 
when  the  slogging  was  hard:  Invest- 
ment Co.  of  America's  net  assets 
gained  13.8%  in  1971,  12.8%  in  1972. 

This  emboldened  Capital  Group's 
managers  to  launch  their  New  Per- 
spective Fund  this  year;  it  raised  $150 
million  in  its  initial  underwriting. 

Chairman  James  D.  Fullerton  isn't 
saying  what  his  managers  will  buy 
with  that  $150  million,  but  little  is 
likely  to  go  into  today's  "growth 
stocks."  Explains  William  C.  Newton, 
the  senior  portfolio  manager  we  quot- 
ed earlier:  "In  the  last  18  months  or 
so,  we  think  growth  has  been  over- 
priced. We've  gradually  whittled 
down  our  growth  stocks." 


The  group  looks  for  stocks  where  it 
can  get  a  double  play— both  in  earn- 
ings and  in  price/ earnings  multiple. 
And  it  believes  that  sound  value  will 
eventually  be  recognized  by  the  mar- 
ket, that  "truth  winneth  out."  Proudly 
Newton  names  a  company  that  ICA 
spotted  before  the  rest  of  the  market 
did:  Philip  Morris.  "It  sold  at  ten 
times  earnings  for  years,  and  that's 
what  we  paid.  Only  in  the  last  couple 
of  years  has  it  moved  up  to  20  and 
25  times  earnings.  We  continue  to 
hold  it.  It's  still  cheap." 

Is  Newton  buying?  "No.  It's  al- 
ready our  largest  position,  over  4% 
of  the  total."  In  fact,  its  575,000 
shares  are  valued  at  $68  million,  vs. 
an  acquisition  cost  of  $12.1  million. 

In  1968,  near  the  height  of  the 
market,  ICA  bought  General  Elec- 
tric at  45.  "We  thought  we  were 
right  about  the  fundamentals,"  says 
Fisher.  "But  the  stock  headed  pretty 
continuously  south  through  May  of 
1970,  when  it  got  around  30.  Our 
reaction  was,  gee,  the  fundamentals 
are  still  right— we  think.  We  had  basic 
faith  in  the  fundamentals  and  in- 
creased our  position  three  months  be- 
fore it  hit  bottom."  Truth  did  win 
out  in  this  instance.  GE  now  sells  in 
the  60s,  and  ICA's  portfolio  of 
506,000  shares  is  worth  more  than 
$37  million,  a  76%  capital  gain. 

Newton  makes  no  claims  to  omni- 
science. Take  Litton,  for  example.  "I 
remember  how  hard  we  resisted  the 
urgings  from  The  Street  and  from  even 
our  own  analysts  at  times  on  Litton, 
when  it  was  selling  around  100.  We 
didn't  buy  then,  but  we  did  buy  in 
the  high  30s.  We  sold  it  in  the  high 
50s  and  thought  we  were  very  smart. 
But  we  bought  it  back  in  the  mid-30s 
and  ended  up  selling  at  18." 

Newton  says  there's  no  policy 
against  buying  high  P/E  stocks,  or 
ex-glamour  stocks,  or  stocks  of  com- 
panies in  trouble— for  example,  At- 
lantic Richfield,  whose  North  Slope 
holdings  cannot  be  exploited  because 
of  the  Alaskan  pipeline  dispute.  But 
ICA  has  not  hesitated  to  go  against 
Wall  Street's  conventional  wisdom,  as 
it  did  on  TV  network  stocks  in  1970. 

Cigarette  advertising  had  to  go  off 
the  air  after  Jan.  1,  1971,  and  every- 
one knew  this  would  be  a  blow  to 
profits.  "But  we  also  knew  that  this 
was  a  nonrecurring  thing,"  says  Fish- 
er. "Once  the  cigarette  advertising 
was  off,  they  couldn't  take  it  off  again. 
And  we  knew  broadcasting  was  still  a 
growth  business.  So  we  made  a  very 
major  commitment  in  broadcasting 
stocks  in  1970,  fully  aware  that  the 


Fullerton  of  Capital  Group 


first  quarter  of  1971  would  be  a  di- 
saster. But  we  were  also  aware  that 
once  we  were  past  that  period,  more 
normal  valuations  would  be  placed 
on  the  stocks.  So  we  made  a  broad 
commitment  that  was  very  successful." 

As  you  can  see,  the  Capital  Group 
boys  are  fundamentalists  at  heart. 
They  look  to  the  real  world  for  their 
judgments,  not  to  mere  numbers. 
Newton  frowns:  "I've  heard  that  peo- 
ple will  pay  up  to  four  times  the 
growth  rate— 60  times  earnings  for  a 
company  growing  15%  a  year.  People 
who  do  that  are  buying  stocks,  not 
companies.  And  we  buy  companies." 

The  most  unusual  thing  about  the 
way  Capital  Group  works  is  the  par- 
ity between  its  analysts  and  money 
managers.  Typically  most  analysts 
with  mutual  funds  are  just  putting  in 
time  until  they  can  get  to  be  money 
managers  themselves.  "Sometimes," 
says  Newton,  "good  analysts  become 
poor  money  managers.  We  don't  want 
to  encourage  that.  So  a  guy  here,  if 
he's  a  good  analyst,  can  do  just  as 
well  as  a  portfolio  manager,  both  in 
money  and  prestige." 

Ever  since  1965  Qapital  Group  has 
iced  the  cake  foi  analysts  by  allow- 
ing them  to  manage/  a  bit  of  nimi<\ 
themselves,  usually  within  a  year  alter 
joining  the  company.  "This  really  turns 
on  some  of  the  young  MBA  gradu- 
ates we  interview,"  says  Newton. 

"Finally,"  says  Fisher,  "you  run  in- 
to situations  where  an  analyst  wants  a 
manager  to  take  an  unpopular  posi 
tion,  but  none  will.  So  the  analysl 
has  the  option  of  taking  that  unpopu 
lar  position  himself  and.  in  effect, 
showing  everybody  else   that    they're 
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wrong  and  he's  right."  The  beauty  of 
it  is  that  if  the  analyst  is  wrong,  the 
money  at  stake  is  too  little  to  affect 
the  overall  company.  But  if  he's  right, 
he's  a  hero. 

Capital  Group  doesn't  invest  by 
committee.  Each  money  manager  and 
analyst  runs  a  given  amount  of  mon- 
ey, based  partly  on  past  performance. 
"It's  our  diversity  of  management  that 
gives  us  consistent  performance,"  Ful- 
lerton  says.  "We  probably  don't  have 
all  of  our  portfolio  managers  in  gear 
at  the  same  time,  either.  If  your  ap- 
proach is  one-fund,  one-manager  and 
that  guy  is  having  a  great  year,  he'll 
beat  the  socks  off  of  everybody  else. 
But  no  one  continues  having  great 
years  one  after  another.  And  so  when 
the  money  manager  is  out  of  phase 
with  the  market,  that  fund  is  going  to 
be  very  volatile  on  the  down  side." 

Fullerton's  offices  are  on  the  32nd 
floor  of  the  Crocker  Bank  Building  in 
downtown  Los  Angeles.  On  a  clear 
day— and  there  were  quite  a  few  this 
past  winter— you  can  see  the  Pacific 
Ocean  or  the  San  Gabriel  Mountains, 
but  you  can't  see  Wall  Street.  Is  being 
out  of  New  York  a  handicap?  "Oh, 
no,"  says  Fullerton.  "There  is  too  much 
incestuous  thinking  in  New  York." 

"Also,"  adds  Fisher,  a  New  Yorker 
who  left  Smith,  Barney  to  join  Capital 
Group,  "if  you  are  going  to  do  effec- 
tive research,  you  have  to  look  at  the 
business  on  a  worldwide  basis— com- 
puters, autos,  chemicals,  consumer 
electronics.  New  York  is  closer  to  Lon- 
don, but  L.A.  is  closer  to  Tokyo." 

Capital  Group's  managers  don't  buy 
the  concept  that  the  no-load  fund  is 
the  wave  of  the  future.  Says  Fuller- 
ton:  "The  only  funds  that  have  gone 
no-load  in  the  last  several  years  were 
funds  that  were  having  trouble  with 
the  results  they  were  achieving  for 
the  shareholders.  One  might  unkind- 
ly say  that  their  problem  was  not  that 
they  could  not  get  people  to  buy  the 
shares;  the  problem  was  that  they 
couldn't  .get  salesmen  to  sell  them.  I 
doubt  whether  these  funds  solved 
their  problem  by  going  no-load." 

The  mutual  fund  business  is  in 
trouble  these  days.  One  reason  it  is  in 
trouble  is  that  it  raised  in  the  minds 
of  many  investors  expectations  that  it 
never  could  fulfill.  But  some  outfits- 
Capital  Group  is  prominent  among 
them— stayed  with  the  original  mutual 
fund  concept:  diversification,  pro- 
fessional management,  minimal  risks, 
consistent— not  spectacular— perform- 
ance. Perhaps  these  old-fashioned 
principles  will  yet  be  the  salvation 
of  the  mutual  fund  business.   ■ 
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The  first  true  evaluation 
of  investment  opportunities 
in  the  agricultural 

LAND  SQUEEZE 

By  the  one  man  best  qualified  to  write  about  it. 


$995 

439  Pages 


Land  Speculation,  by  Brig.  Gen.  H.  L. 
Oppenheimer,  Chairman  of  the  Board  of 
Oppenheimer  Industries,  Inc.,  America's 
largest  cattle  and  ranch  management 
firm. 

Agricultural  land  is  today's  best 
investment,  but  it's  no  game  for 
amateurs.  This  invaluable  book  details 
the  profit  potential  and  pitfalls.  Every 
phase  of  investment  from  selecting  and 
buying  a  ranch  to  non-resident 
management  and  tax  shelter  benefits. 
10-Day  No-Risk  Trial  Offer.  Send  no 
money.  Free  with  every  copy:  Reprint 
booklet,  "Land  Classification  and 
Development."  $1  value.  Yours  to  keep 
whether  or  not  you  decide  to  buy 
the  book. 

At  selected  bookstores,  or  write: 
Interstate  Printers  &  Publishers,  Inc. 
Dept.  53F      Danville,  Illinois  61832 
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finish  stainless  steel,  a  college 
diploma,  a  certificate,  photo- 
graph or  any  other  document 
will  last  virtually  forever. 
Lettering  and  illustrations  are 
fused  to  the  solid  stainless 
steel  .  .  .  impervious  to  mois- 
ture, aging,  and  sunlight.  A 
quick  wipe  with  a  damp  cloth 
maintains  its  elegant  luster. 
For  our  other  distinctive,  en- 
during gift  ideas,  see  your 
jeweler  or  stationer,  or  write 
for  descriptive  pamphlet. 
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We  want  you  to  learn  more  about 
The  Scott  &  Fetzer  Company 

In  1972,  Scott  &  Fetzer  achieved  the  eleventh  consecu-  of  strategy  and  planning.  Our  long-range  objective  is 

tive  year  of  increased  earnings  per  share.  A  comparison  to  increase  earnings  per  share  10-15%  annually  from 

of  1962  and  1972  figures  shows  that  sales  have  internal  sources.  In  1973,  we  expect  to  achieve  an 

increased  from  $14.2  million  to  $223.6  million.  Net  earnings  growth  off15%  and  to  have  sales  exceeding 

income  has  risen  from  $1.6  million  to  $17.7  million,  $260  million. 

and  earnings  per  share  have  grown  from  $.50  to  $2.41  Qur  corporate  summary  folio  provides  information 

per  share.  Shareholders'  equity  increased  from  $6.9  aDout  our  products  in  the  floor  care,  commercial/ 


million  to  $78.8  million.  These  results  have 
been  attained  through  internal  growth  and 
by  acquisitions. 

How  Scott  &  Fetzer  progressed  from  a 
single-product  company  to  a  diversified 
multi-market  company  is  an  interesting  story 


industrial,  leisure  time,  electri- 
cal and  lighting  markets.  Ad- 
dress your  request  to  Mr.  J.  F. 
Bradley,  Executive  Vice  Presi- 
dent-Finance, 14701  Detroit 
Ave.,  Lakewood,  Ohio  44107. 
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When  a  seat  on  the 

Chicago  Mercantile  Exchange 

sells  for  more  than  a  seat  on 

the  NewUbrk  Stock  Exchange, 

that's  financial  history. 


k 


It's  also  time  for  you 
to  talk  to  your  broker. 


Times  change.  Maybe  you  should,  too. 
Commodity  trading  is  faster-paced,  shorter- 
term  and  much  more  highly  leveraged 
than  the  stock  markets.  (Leverage  is  the 
ability  to  control  a  lot  of  value  with  a  little 
money. )  If  you're  tired  of  waiting  for 
your  stocks  to  go  up — and  if  you  have  the 
temperament  for  fast-paced  commodity 
trading — ask  your  broker  about  our  com- 
modities: live  cattle,  feeder  cattle,  live  hogs, 
frozen  pork  bellies,  eggs,  potatoes,  milo 
and  lumber.  Or  send  us  the  coupon  for 
more  information. 


CHICAGO  MERCANTILE  EXCHANGE 

444  West  Jackson  Blvd.,  Chicago,  Illinois  60606 

Dept.  560 
Gentlemen: 
Please  send  me  free  commodity  trader's  information. 

Name 


Address 


City. 
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Zip 


If  you  too  believe  the 
investment  future 
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DIVIDEND  NOTICE 

More  than  735,000  owners  of' 
Exxon  Corporation  will  share  in 
the  earnings  of  the  Company  hy 
a  dividend  of  95$  per  share  de 
ed  April  25,  1973  and  pay- 
able June  11,  1973  to  sharchold 
nf  record  May  9,  1973. 

1973  is  the  91st  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

E^ON  CORPORATION 


Stock 
Analysis 


Risks  And  Rewards 


By  Heinz  H.  Biel 


There  is  \o  such  thing  as  a  riskless 
investment.  Not  even  money  stashed 

away  in  a  savings  batik,  where  it  is  as 

safe  as  can  be,  is  without  iisk,  be- 
cause its  buying  power  erodes  with 
every  advance  in  the  consumer  price 
index.  The  degree  of  investment  risk 
varies  a  grcal  deal,  ol  course,  hut  the 
greatc)    the   risk,    the   greater   should 

he  the  reward. 

Investments  in  common  storks  have 
not  been  very  rewarding  lately,  to 
put  it  mildly.  In  spite  ol  booming 
business     conditions,      hundreds     of 

\lo<K  are  now  selling  at  the  lowest 
prices  in  many  a  year.  I  do  not  pre- 
sume to  he  able  to  predict  when  and 
\\  h<  re  the  bottom  will  he,  hut  1  do 
know  that  as  stock  prices  decline  the 
risk  ol   further  loss  diminishes,  with  a 

corresponding  increase  in  the  extent 
ol  the  eventual  reward. 

No  investor  in   his  right    mind   buys 

storks  purely  lor  income.  The  reward 
In  seeks  is  capital  gain.  It  is  a  mat- 
ter of  personal  judgment  at  what  price 
the  potential  reward  is  materially 
greater  than  the  possible  risk,  and  one 

should  not  buy  a  stock  unless  the  odds 

are  favorable.  When  an  investor  vio- 
lates this  axiomatic  tenet,  he  becomes 
;i  speculator,  and  il  he  ignores  it  al- 
together, he  is  just  a  gamble] 

The  main  reason  why  so  many  ana- 
I  sts  feel  apprehensive  about  the  su- 
pcrblue  chips,  which  so  far  1  e  bare- 
ly been  tour  bed  by  tin.  bear  market, 
is  that  they  don't  like  the  risk/ reward 
ratio.  What  Is  the  point  of  buying  a 
stock  where  you  ran  lose  as  much  or 
more  than  you  ran  reasonably  expect 
to  gain?  On  the  other  hand,  as  you 
SCan   the  Stock  market  tables,  you  Will 

find  a  vast  numbei  <>\  sto<  !  ol  sound 
quality  which  sell  at  piir  es  where 
tins  ratio  appears  to  be  distinctly  fav- 

Mr  Biel  is  a  senior  vice  president  in  the  Now  York 
Stock  I /change  firm  of  Hoppin,  Watson  Inc. 


Orable.  Of  course,  this  does  not  mean 
that  these  stocks  can't  go  down  fur- 
ther, but  the  extent  of  such  decline 
is  likely  to  be  considerably  smaller 
than  the  eventual  recovery  potential 
—unless  we  get  into  a  bear  market  of 
cataclysmic  proportions,  which  is  pos- 
sible, but  not  probable. 

Undoubtedly,  we'll  either  buy  tot > 
soon  Or  too  late  and  miss  the  low 
point  by  a  wide  margin.  However,  so 
long  as  the  price  is  right,  the  inevita- 
ble errors  in  timing  won't  do  lasting 
harm.  For  the  great  majority  of  stocks, 
present  prices  begin  to  look  "right." 

Not   a  day  goes  by  without   anotliei 

company  announcing  its  intention  to 

buy  thousands,  if  not  millions,  ol 
shares  ol   its  own  stock.  They  seem  to 

think  that  they  are  doing  their  share- 
holders a  favor  by  shrinking  the  capi- 
talization. In  many  instances  this 
may  be  a  very  questionable  favor. 

A     particularly     crass     example     is 

Teledyne.  Last  October  the  compa- 
ny made  a  tender  cider  to  its  share 

holders  and  was  swamped  with  8.9 
million  shares,  which  it  bought  at  S2<> 
a  share.  Altogether  Teledyne  expend- 
ed $179,144,000  on  the  purchase  of 
treasury  stock.  This  was  financed  by 
the  issuance  of  $179,893,000  of  long- 
term  debt,  which  now  stands  at  $437 
million    V8.    a    shareholders'    equity    ol 

$500   million,   hardly   a   conservative 

ratio.  Hut  this  isn't  all.  Meanwhile 
the  price  of  Teledyne  stock  has  dr 
c  lined  to  a  recent  low  ol  L3,  resulting 
in  a  book  loss  on  its  treasury  stock 
of  over  $05  million,  which  is  more 
than  the  company  had  ever  earned 
in  a  full  year.  In  my  opinion  tins  is  a 

hell    ol    a    pi  ice    In   pay    lor    being    able 
to  boost  pel    .hue  earnings  in  the  Jan 
nary   quarter   by    '5  V'     (from     1  I    cents 
Id   55   cents  i  ,    w  bile   actual    net    iiu  onie 

decreased  by  $302,0001 

Anothei  example  ic>  the  strange  case 
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of  LCA  Corp.,  a  maker  of  lighting 
and  various  household  products.  Un- 
til 1971  it  was  a  wholly-owned  sub- 
sidiary of  Walter  Kidde,  which  still 
holds  71%  of  LCA.  For  reasons  that 
can  only  be  conjectured,  LCA  recent- 
ly made  a  tender  offer  to  buy  1.2  mil- 
lion shares  of  its  own  stock  at  $27  a 
share,  a  price  substantially  above  the 
trading  price.  Not  surprisingly,  some 
2.7  million  shares  were  tendered, 
none  of  them  by  Kidde,  which  means 
that  most  of  the  stock  held  by  the 
public  and  by  management  was  being 
offered  for  sale  at  27. 

When  LCA  accepted  only  1.2  mil- 
lion shares  (at  a  cost  of  $32.4  million 
plus  expenses),  the  stock  promptly 
plunged  to  a  new  low  of  18,  for  a 
"paper  loss"  of  around  $11  million. 
Whether  the  loss  is  paper  or  real,  the 
company  is  out  a  lot  of  money  for  no 
reason  that  makes  sense  to  an  outsid- 
er. Coincidentally,  Kidde  is  planning 
the  sale  of  $65  million  of  its  own  de- 
bentures, which  are  to  be  convertible 
into  LCA  stock. 

While  the  cases  of  Teledyne  and 
LCA  are  particularly  startling  be- 
cause they  made  relatively  huge  pur- 
chases above  the  market,  I  feel  rather 
strongly  that  it  is  not  a  company's 
business  to  tamper  with  the  free  mar- 
ket price  of  its  shares.  Nor  is  it  nec- 
essarily in  the  interest  of  its  share- 
holders to  have  cash  drained  off  or 
debt  incurred  for  this  purpose. 

The  Record-Setters 

The  supposedly  nongrowth  auto- 
mobile industry  is  setting  one  produc- 
tion and  sales  record  after  the  other, 
and  profits  have  never  been  higher. 
Yet  investors  are  avoiding  the  auto 
stocks  as  if  they  carried  the  plague. 
GM  selling  at  the  lowest  price  since 
1970!  What  are  people  afraid  of? 

Many  reasons  are  given,  and,  al- 
though all  have  validity,  the  un- 
popularity of  the  auto  stocks  may  be 
giving  too  much  weight  to  the  pos- 
sible adverse  factors.  Yes,  this  is  a 
cyclical  industry,  and  the  peak  may 
be  here  right  now.  Yes,  the  in- 
dustry has  problems  meeting  the  stiff 
antipollution  requirements.  Yes,  there 
is  an  energy  crisis,  but  the  chances  of 
gasoline  rationing  are  remote.  There  is 
talk  that  the  price  of  a  gallon  of  gas 
may  go  up  to  75  cents  and  even  high- 
er. If  this  should  happen,  the  auto 
makers  would  probably  switch  to 
smaller  cars,  as  they  have  done  in 
Europe,  where  gas  prices  have  al- 
ways been  much  higher.  But  the  buy- 
ers will  load  the  smaller  cars  with  all 
the  expensive  optional  equipment, 
which  usually  carries  a  much  higher 
profit  margin  than  the  car  itself.  It 
seems  to  me  that  present  prices  of  auto 
stocks  are  very  reasonable  indeed.  ■ 
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Receive 
3  months  of 
Value  Line 
for  $29. 


If  no  member  of  your  household 
has  had  a  subscription  to 
Value  Line  in  the  past  two  years, 
you  may... 

get  this  1800-page 
Investors  Reference  Service  ( 
at  no  extra  cost  under  this 

offer. 


ILLUSTRATEON 

ABOVE      / 


For  only  $29,  exactly  half  the  regular  $58 
quarterly  rate,  you'll  receive  all  the  new 
full-page  reports  to  be  issued  in  the  next 
three  months  on  the  more  than  1550  stocks 
and  67  industries  regularly  monitored 
by  The  Value  Line  Investment  Survey. 

These  new  reports  will  update  and  replace 
the  complete  set  of  reports  on  all  1550 
stocks  in  67  industries  already  filed  and 
indexed  in  the  Investors  Reference  Service 
binders  which  you  will  have  received  as 
a  bonus.  Filing  takes  less  than  a  minute 
a  week. 

In  effect,  you  will  receive  six  months  of 
Value  Line  service  for  only  $29— the  latest 
three  months  and  the  next  three  months. 

This  special  introductory  trial  is  offered 
to  new  subscribers  only  because  a  large 
percentage  of  those  who  once  try  Value 
Line  for  three  months  elect  to  continue 
as  full  term  subscribers  at  standard  rates. 


The  increase  in  circulation  thus  effected 
enables  us  to  provide  a  comprehensive 
investment  survey  to  existing  subscribers 
at  a  much  lower  fee  than  would  be 
required  with  a  smaller  circulation. 

You'll  find  it  convenient  to  have  the 
Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and 
figures,  as  well  as  Value  Line's  projected 
performance  ratings,  on  more  than 
1550  widely-held  stocks  in  67  industries. 

You'll  also  get  analyses  and  forecasts  of 
the  national  economy  and  the  stock 
market . . .  guidance  on  current  investment 
policy . . .  plus  Value  Line's  "Especially 
Recommended  Stock  of  the  Week"  and  the 
monthly  "Special  Situation." 

To  take  advantage  of  this  special 
introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus 
in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 


H^  The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST.,  NEW  YC^K,  NY.  10017 


U-16F15 


□  Begin  my  13-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus 
at  no  extra  cost,  I  will  also  receive  The  In- 
vestors Reference  Service.  I  have  enclosed 
my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions 
and  is  available  only  once  to  any  household. 

□  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224. 

□  Payment  enclosed      □  Bill  me  for  $224 


Signature 


Name  (please  print) 


Address 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N.  Y.  residents  please  add  applicable  sales  tax  Foreign  rates 
available  on  request.  (No  assignment  of  this  agreement  will 
be  made  without  subscriber's  consent.) 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  inc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Oept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 

e 


Address. 
City 


.State. 


Zip  Code_ 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  April  19.  1973, 
declared  a  regular  quarterly  divi- 
dend of  fifty-four  cents  (54c)  per 
share  on  the  Corporation's  $7  Par 
Common  Stock  outstanding  prior 
to  the  2  for  1  stock  split.  This  divi- 
dend is  payable  May  31,  1973,  to 
stockholders  of  record  April  30, 
1973. 

LEROY    J.    SCHEUERMAN 

Secretary  and  Treasurer 

Central  and  South  West 
Corporation 

Wilmington,  Delaware  19899 


DIVIDEND 


NOTICE 


SHELL  OIL 
Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty  cents  (60C)  a  share  on  the 
Common  Stock  of  this  Company, 
payable  June  25,  1973,  to  share- 
holders  of   record    June    7,    1973. 

W.  W.  WESTERFIELD.  Jr. 
Secretary 
April  26,  1973 


Wall  Street 
View 

By  Robert  Stovall 


Two  Cyclicals 
On  The  Upswing 


Cycles  in  industry  don't  take  too  long 
to  renew  themselves,  and  unlike  the 
rise  and  fall  of  nations,  some  of  which 
never  regain  their  former  status,  most 
industries  have  amazing  powers  of 
revival.  By  definition,  cyclical  indus- 
tries suffer  seriously  when  the  econo- 
my is  out  of  phase,  but  when  eco- 
nomic activity  quickens  their  pros- 
pects become  remarkably  buoyant. 
The  steel  industry  is  the  largest  and 
most  dramatic  example.  Steel  indus- 
try profits  jumped  37%  in  1972  to 
$759  million  after  two  straight  years 
of  recession-level  earnings.  In  1973 
profits  seem  certain  to  improve  again, 
although  cost  increases  will  prob- 
ably prevent  them  from  regaining  the 
peak  level  of  $1.1  billion  reached  in 
each  of  the  Vietnam  build-up  years 
of  1965  and  1966. 

Domestic  deliveries  this  year  may 
top  100  million  tons  for  the  first  time. 
The  economy  is  expected  to  produce 
an  increase  in  total  corporate  profits 
of  over  15%  in  1973  and  perhaps 
another  6%  in  1974.  Well-run  steel 
companies  should  better  these  per- 
centage gains;  earnings  increases  on 
a  company-by-company  basis  of  a 
magnitude  of  25%  in  1973  and  12% 
in  1974  would  not  be  surprising.  The 
renaissance  of  the  steel  industry  has 
not  gone  unnoticed.  By  the  time  you 
read  this  the  first-quarter  reports  of 
the  big  steel  producers  will  be  mat- 
ters of  record.  A  socko  first  quarter 
will  probably  put  more  steel  stocks 
in  the  rather  exclusive  company  of 
the  New  York  Stock  Exchange  new- 
high  list. 

Earnings  are  only  the  visible  proof 
that  several  positive  factors  have 
been  at  work  for  the  last  eight  months 
and  may  continue  for  at  least  an- 
other year.  Even  so,  the  net  profit 
margins  of  U.S.  Steel  and  Bethlehem 
Steel  were  only  3.2%  and  4.2%,  re- 
spectively, in  the  March  quarter.  The 
credit  for  most  current  demand  goes 
directly  to  the  industrial  boom,  to  a 
large  degree  measured  by  the  pros- 
perity of  the  industry's  largest  cus- 
tomers: the  automobile,  appliance 
and   construction    industries.    Imports 

Mr.    Stovall   is  a   vice   president   of  the   NYSE   firm 
of  Reynolds  Securities  Inc. 


are  no  longer  the  problem  they  were. 
Surging  worldwide  demand  for  steel, 
raising  steel  prices  abroad,  and  the 
two  devaluations  of  the  U.S.  dollar 
have  both  narrowed  the  cost/ price 
differentials  between  domestic  and 
foreign  steel  producers,  and  make 
it  simpler  for  foreign  producers  to 
sell  their  steel  in  domestic  or  near- 
by markets.  New  steel  plant  construc- 
tion has  been  curtailed  on  a  world- 
wide basis. 

While  the  economic  supply/ de- 
mand factors  for  U.S. -produced  steel 
should  make  1973  and,  to  a  lesser 
degree,  1974  good  years  for  this  long- 
troubled  industry,  the  most  creative 
labor-relations  move  in  my  memory 
makes  the  outlook  particularly  san- 
guine. The  steel  workers  union  recent- 
ly signed  a  historical  and  innovative 
agreement  to  avoid  the  threat  of  a 
nationwide  strike  when  the  current 
contract  expires  on  Aug.  1,  1974.  Not 
only  has  the  strike  danger  been  elim- 
inated for  another  four  years,  but  the 
agreement  creates  stability  for  domes- 
tic steel  operations  by  eliminating  the 
yo-yo  action  of  inventory-hedge  buy- 
ing prior  to  the  end  of  a  labor  con- 
tract and  the  ensuing  inventory  run- 
off, with  its  disastrous  impact  on  op- 
erating rates,  corporate  profits  and 
worker  pay  envelopes. 

Ignored  by  Institutions 

The  thirteenth  commandment  of 
equity  investing  is,  thou  shalt  not  pay 
top  P/E  multiples  for  peak-year  cy- 
clical earnings.  Although  steel  stocks 
have  outperformed  the  general  mar- 
ket through  the  first  four  months  of 
1973,  they  are  a  long  way  from  their 
post- World  War  II  highs  and  are  still 
selling  at  prices  which  do  not  recog- 
nize the  several  fundamental  im- 
provements in  the  steel  operating  en- 
vironment. Most  steel  stocks  recorded 
their  peak  prices  in  1959.  Whether 
or  not  they  can  reachieve  them  in 
the  1973-74  period  is  problematical, 
I  would  say  unlikely  in  the  current 
investing  psychology.  If  they  can 
make  their  way  back  just  halfway,  it 
would  be  an  eminently  satisfactory 
performance. 

Steel  stocks  aren't  truly  investment 
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grade  any  more.  Some  institutions 
wouldn't  consider  owning  steel  stock. 
I  would  not  be  ashamed  to  hold 
them  over  the  next  year  or  so.  Here 
are  nine  steel  companies  of  varying 
degrees  of  quality  with  1973  "early 
earnings"  estimates:  Armco  Steel 
$3;  Bethlehem  Steel  $3.75;  Inland 
$4.10;  Interlake  $3.75;  Jones  & 
Laughlin  $3;  McLouth  $2.75;  Na- 
tional $4.25;  Republic  $4.50  and  U.S. 
Steel  $4.  Big  Steel  has  had  a  five- 
year  price/ earnings  range  of  15  at  the 
high  side  and  8  at  the  low  side, 
a  range  roughly  equivalent  to  most 
other  industry  members.  Even  after 
the  moderate  strength  enjoyed  by  the 
steels  issues  so  far  this  year,  the  P/E 
multiple  risk  in  these  stocks  seems 
rather  limited.  Continued  institution- 
al indifference  is  another  matter. 

Textiles 

Less  recognized,  but  no  less  real, 
are  definite  signs  of  a  strong  up  cycle 
in  the  textile  industry.  As  with  steel, 
a  number  of  beneficial  forces  may 
give  textile  industry  participants  the 
best  operating  climate  in  the  past 
seven  years.  The  bilateral  import 
agreements  signed  in  late  1971  have 
helped,  as  has  improved  overseas  de- 
mand for  textiles  (surprisingly,  even 
from  Japan).  The  cheapening  of  the 
U.S.  dollar  is  giving  U.S.  mills  the 
best  opportunity  for  export  business 
they  have  enjoyed  in  years.  A  textile 
market  long  characterized  by  exces- 
sive imports,  oversupply  and  falling 
prices  now  faces  real  pressure  on  pro- 
ductive capacity,  spot  shortages  and 
a  buoyant  price  structure. 

As  in  the  steel  industry,  a  major 
risk  of  the  textile  business  is  that 
demand  may  now  increase  at  such  a 
pace  relative  to  supply  that  the  Fed- 
eral Government  will  prevent  the  de- 
gree of  price  increases  deemed  neces- 
sary by  operating  managements. 
As  in  steel,  capital  spending  around 
the  world  for  new  textile  production 
has  tapered  in  recent  years. 

Based  on  price/ earnings  multiples 
presently  prevailing  and  earnings  pros- 
pects for  1973  and  1974,  the  risk/ 
reward  ratio  in  most  textile  stocks 
seems  to^-  favor  a  buyer  of  textile 
shares.  Worldwide  textile  capacity  is 
sure  to  increase  again— witness  the 
record  current-order  backlogs  of  lead- 
ing textile  machinery  makers  such  as 
Leesona— but  it  might  take  two  years. 
In  the  meantime,  a  representative  list 
of  leading  textile  and  home  furnish- 
ings companies  is  presented  with  earn- 
ings estimates  for  fiscal  1973:  Bur- 
lington Industries  $2.60;  Celanese 
Corp.  $4;  Collins  6-  Aikman  $1.60; 
Graniteville  $3.75;  Oxford  Industries 
$3.10;  J. P.  Stevens  $3.50  and  Springs 
Mills  $2.  ■ 


You  don't  have  to  give  up 
control  of  your  portfolio  and 
pay  a  percentage  fee  to  get 
competent  investment  counsel 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
dends— to  someone  to  manage  and  trade  at  his  discretion  on  a  per- 
centage fee  basis,  consider  the  alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel 
and  keep  complete  control  over  your  portfolio.  You  will  issue  buy  and 
sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be 
much  less  than  you  expect. 

The  Babson  organization's  68  years'  experience,  independent  re- 
search department,  modern  in-house  computer  plus  individual  atten- 
tion to  your  portfolio,  assure  you  of  unbiased,  professional  investment 
counsel  precisely  suited  to  your  particular  investment  aims  and 
needs.  Mail  this  coupon  for  complete  details. 

rfifiTfc   babson's  reports  inc. 


Depl.    F-959 


Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 
Founded  in  1904  by  Roger  W.  Babson 

Please  send   information   on   Babson's  Investment  Appraisal   and    Review   Counseling   Service. 
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Street  &  No. 
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RJReynolds  Industries,  Ina 

Common  Stock  Dividend 

A  quarterly  dividend  ot  64.8  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  June  5,  1973  to  stockholders  of  record  at  the 
close  of  business  May  10,  1973. 

WILLIAM  R.  LYBROOK 
Senior  Vice  President  and  Secretary 
Winston-Salem  N  C.  April  19.  1973 

Seventy-Three  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruit  Juice  Beverages 
Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
International  Petroleum 


THE  TECHNICAL  REVIEW 

by  JOHN  W.  SCHULZ 

Courtesy  copy  available  from 


A 


ABRAHAM  &CO.INC 

Members  New  York  Stock  Exchange,  Inc. 
and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 


2"x2"x%" 


YOUR  LOGO  ON 

POLISHED  MARBLE 
PAPERWEIGHTS 

100  Minimum  $168.  total  cost.  Your 
logo  etched  in  up  to  5  matched  colors. 
Spread  good  will  at  minimum  cost. 
Free  sample  paperweight  and  litera- 
ture. Letterhead  requests  only. 
PAPERWEIGHTS,  INC. 
Dept.  Ik,  307  East  Shore  Road 
Great  Neck,  N.Y.  11023  (516)  466-4455 
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Edward  G.Robinson  says: 

J9l   "SAVE 
YOUR 
HEART' 


RENTAL-PURCHASE  Program  Available 

Your  STAIR-GLIDE®  installs  easily  and  in  less 
than  2  hours.  No  marring  walls  or  stairway. 
No  special  wiring  required.  Shipped  from  fac- 
tory within  3  days.  STAIR-GLIDE®  ...  the  na- 
tion's largest  selling  stairway  elevator! 
USED  BY  THOUSANDS:  CARDIAC  PATIENTS, 
ARTHRITICS.  SENIOR  CITIZENS,  RESTRICTED 
PHYSICAL  ACTIVITIES,  POST  OPERATIVES  .  .  . 
and  household  convenience. 
WRITE  FOR  FREE  BROCHURE  AND  NAME  OF 
DEALER    NEAREST    YOU. 

AMERICAN  STAIR-GLIDE9  CORP. 

201  West  80th  Terrace,  Dept.  F-5 
Kansas  City,  Missouri  64114 


For  people 


about,  golf 


^lirlW! 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
(305)  821-1150. 

Miami  Lakes  Inn 
&  Country  dub 


AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 

REGISTERED  S.E.C.  INVESTMENT  CONTRACT 

MAY  PRODUCE  INCOME 

TAXABLE  AS 
CAPITAL  GAINS 

MAY  1973  SELLING  PRICES 

1964   GRAIN    $1.25  per  gallon 

1963  GRAIN    1.43  per  gallon 

1962  GRAIN    2.25  per  gallon 

1961   GRAIN    5.00  per  gallon 

NEW  MacDUFF  MALT 2.80  per  gallon 

Other  malts,  ages,  prices  available.  (Prices 
subject  to  change  without  notice.) 
This  commodity  staple  Is  traded  In  dollars, 
sterling  or  other  currencies— minimum  $2400. 

Pltatt  ttud  for  Pron>tcttu-I*el»d*i  w>ri>nilM 
IS  «r.  price  M*«onr. 

ACCRUED  EQUITIES,  Inc. 

f  Since  1954) 

Write  F.  M.  Schoenwald 

122  E.  42nd  St.,  N.Y.,  N.Y.  10017  (212)  MO  1-3595 


Technician's 
Perspective 


A  New  Party  Line 


ByJohnW.SchuIz 


The  clobbering  started  afresh  in  the 
final  week  of  April.  This  time,  the 
brunt  of  it  seemed  to  be  borne  by 
many  of  the  major  "supergrowth" 
stocks.  Stocks  that  institutional  and 
other  sophisticated  investors  had  been 
accumulating  for  years,  and  which,  as 
a  result,  have  tended  to  sell— some- 
what like  rare  stamps  or  works  of  art 
—at  seemingly  exorbitant  prices  rela- 
tive to  earnings. 

The  price  weakness  on  this  elite 
sector  last  month  had,  I  thought,  en- 
couraging implications  for  the  more 
prosaic  bulk  of  the  stock  market, 
which  had  taken  its  lumps  earlier. 
Nearer-term,  it  looked  very  much  like 
the  belated  deflation  of  favorite  stock 
groups  that  often  has  marked  the  fi- 
nal phase  of  a  severe  general  market 
decline.  Longer-term,  it  may  foreshad- 
ow a  shift  in  institutional  investment 
emphasis  that  the  stock  market  at 
large  needs  very  urgendy. 

I'm  not  trying  to  suggest  that  in- 
stitutional investors,  and  others  of  sim- 
ilar orientation,  are  about  to  scuttle 
a  long-held  affection  for  prime  high- 
growth  companies  with  large  common 
stock  capitalizations.  These  situations 
do  have  a  certain  scarcity  value  and 
are  virtually  made  to  order  for  inves- 
tors who  (like  pension  funds  and  in- 
surance companies  but  unlike  you  and 
me)  must  cope  with  the  problem  of 
putting  large  and  continuing  inflows 
of  new  money  to  work.  Such  inves- 
tors can  afford  to  keep  buying  "es- 
tablished" major  high-growth  stocks 
almost  regardless  of  price— i.e.,  in  ef- 
fect, on  a  dollar-averaging  program. 

The  Favorites 

But,  enviable  though  it  may  seem, 
the  problem  of  investing  massive  new- 
money  flows  has  become  an  increas- 
ingly perplexing  one  for  portfolio 
managers,  much  for  the  same  reason 
that  it  has  become  a  technical  prob- 
lem for  the  overall  stock  market.  The 
reason  is  that  institutions  in  recent 
years  have  focused  with  such  concen- 
tration on  a  relative  handful  of  major 
high-growth  favorites  like,  say,  IBM, 
Avon,    Merck,    Sears,    Roebuck    and 

Mr.   Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.,   Inc. 


Eastman  Kodak  that,  collectively,  they 
now  control  large  chunks  of  the  float- 
ing supply  of  such  stocks,  in  some 
cases  perhaps  well  over  50%.  What's 
more,  studies  indicate  that  this  con- 
centration is  especially  great  among 
the  trust  departments  of  a  relatively 
few  giant  commercial  banks. 

Worse  yet,  in  a  sense,  some  20  of 
the  favored  major  growth  stocks  alone 
recentiy  accounted  for  perhaps  as 
much  as  25%  of  the  aggregate  mar- 
ket value  of  all  the  1,500-odd  com- 
mon stocks  listed  on  the  New  York 
Stock  Exchange.  Typically,  too,  stocks 
of  this  caliber  lately  have  been  com- 
manding price/ earnings  ratios  near  or 
above  40.  Indeed,  early  last  month,  I 
counted  only  about  100  stocks  listed 
with  multiples  above  30  on  the  NYSE, 
while  literally  other  hundreds— victims 
of  institutional  and  public  neglect- 
went  begging  at  multiples  between 
5  and  10. 

New  Areas  of  Interest 

In  other  words,  institutional  de- 
mand for  prime  high-growth  stocks 
over  the  years  seems  to  have  painted 
itself  into  a  corner,  and  there  is  evi- 
dence that  portfolio  managers  are  at 
last  aware  of  it.  This  doesn't  necessari- 
ly mean  they  are  going  to  dump  large 
bundles  of  these  stocks  (at  least  not 
as  long  as  their  growth  prospects  re- 
main above  suspicion).  They  know  it 
probably  couldn't  be  done  in  a  hurry, 
except  at  the  cost  of  wide  price  de- 
clines. And  anyway,  the  conceptual 
merits  of  owning  these  high-multiple 
collector's  items  presumably  will  re- 
main convincing  enough.  But  to  con- 
tinue accumulating  them  at  the  same 
pace  as  in  recent  years,  and  thus  to 
heighten  the  concentration  still  fur- 
ther, is  another  matter. 

There  are  other  curious  aspects. 
Corporate  pension  funds,  managed  by 
bank  trust  departments,  have  in  re- 
cent years  become  the  largest  force 
among  institutional  investors.  Inevit- 
ably, most  of  these  funds  belong  to 
corporations  whose  own  shares  have 
had  little  or  no  appeal  for  the  growth- 
oriented  portfolio  manager  charged 
with  investing  their  often  very  large 
annual   contributions.   Thus,  a   major 


284 


FORBES,   MAY   15,   1973 


but  unglamorous  corporation,  whose 
neglected  stock  is  selling  at  maybe 
7  times  earnings,  may  find  its  billion- 
dollar  pension  fund  heavily  invested 
in  major  growth  stocks  selling  at  mul- 
tiples 5  times  as  high  or  higher. 

Not  untypically,  the  same  corpora- 
tion may  recently  have  decided  to  use 
several  million  dollars  of  its  working 
capital  to  buy  a  few  hundred  thou- 
sand shares  of  its  own  stock  in  the 
open  market  because  the  same  money 
used  in  normal  business  operations 
would,  in  effect,  earn  a  smaller  re- 
turn. Might  it  not  prefer  to  have  its 
pension  fund  manager  do  some  of  this 
buying,  using  tax-deductible  dollars, 
instead  of  putting  the  money  into  an- 
other company's  high-multiple  growth 
stock?  Low  multiples  are,  after  all, 
little  help  when  corporations  want  to 
raise  capital  or  make  acquisitions  or 
attract  high-caliber  executives  with 
stock  options  or  bonus  stock. 

Pressure  on  Prices 

In  short,  I  think  institutional  port- 
folio managers,  whether  they  like  it 
or  not,  are  faced  with  the  need  to 
decide  that  henceforth  less  of  their 
new-cash  inflow  will  be  devoted  to 
the  limited  number  of  "traditional" 
major  high-growth  stocks.  This  would 
mean  that  literally  billions  of  dol- 
lars yearly  will  have  to  seek  out  pre- 
viously neglected  investment  media  in 
the  stock  market.  And  if  I  read  the 
signs  right,  a  new  "party  line"  has  be- 
gun to  emerge  among  institutional 
portfolio  managers  seeking  a  respecta- 
ble rationale  for  de-emphasizing  the 
cult  of  super  growth. 

The  new  line,  making  a  virtue  of 
necessity,  seems  to  stress  a  fresh  pref- 
erence for  "moderate  growth"  stocks 
yielding  a  "total  return"— dividends 
and  earnings  growth  rates  combined 
—of  maybe  no  more  than  8%  or  9%  a 
year.  One  virtue  of  this  approach  is 
its  relative  modesty;  another  is  that 
there  is  a  wide  choice  of  stocks  which 
can  qualify  for  it  and  which  also  are 
available  in  ample  floating  supply 
and  at  close-to-average  P/E  ratios;  a 
third  is  that  such  dividend  payers 
with  good, market  liquidity  tend  to  be 
less  price^volatile  than  the  low-pay- 
out  high-growth  favorites. 

Technically  speaking,  this  shift  of 
institutional  preference  would  even- 
tually mean  a  multibillion  dollar  flow 
of  fresh  money  into  an  area  of  the 
stock  market  where 
needed— the  densely 
recently  depressed 
price/ earnings  ratio 
presumably,  perhaps  inevitably,  a  lift 
at  the  center  would  help  pull  up  mul- 
tiples at  the  lower  end  of  the  range, 
where  price  damage  this  year  has 
been  especially  great.  ■ 


it  seems  badly 
populated  and 
center  of  the 
spectrum.    And 


27 1  st  COMMON  DIVIDEND 

A  regular  dividend  at  the  increased  rate  of  Fifty-nine  and  Five-tenths 

Cents  (59.5tf)  per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  June  1,  1973, 

to  stockholders  of  record  at  the  close  of  business  May  10,  1973. 

Checks  will  be  mailed. 

April  24, 1973  C.  A.  Mehos,  Vice  President— Finance 
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Overseas 
Commentary 


Japan:  Slower 
Growth  Ahead 


By  Walter  Oechsle 


Does  the  recent  slide  of  the  Jap- 
anese stock  market  (the  Tokyo  Dow 
Jones  declined  by  nearly  20%  in  a 
matter  of  weeks)  signal  the  beginning 
of  a  bear  market  or  is  it  merely  the 
long-expected  technical  correction  of 
an  overly  exuberant  market?  Put  to  a 
noncommittal  Japanese,  the  answer 
would  probably  be  "yes";  put  to  me, 
the  answer  is  "yes,  but .  .  ." 

The  answer  requires  a  quick  look 
at  the  causes  of  the  prolonged  bull 
market.  The  Japanese  economic  mir- 
acle clearly  ranks  first  among  the 
causes,  but  in  its  most  recent  phase  it 
has  been  reinforced  by  a  number  of 
technical  and  perhaps  even  psycho- 
logical factors.  First  to  the  economic 
miracle.  What  were  the  chief  ingredi- 
ents and  to  what  extent  will  they  be 
operative  in  the  future? 

Both  quantitatively  and  qualita- 
tively, the  labor  situation  in  Japan  has 
been  close  to  ideal.  There  was  a  steady 
growth  in  the  supply  of  labor,  with 
the  available  force  well-educated  and 
well-trained.  What  is  the  outlook  in 
the  labor  sector  in  the  next  five  or  ten 
years?  Clearly  it  will  be  less  of  a  plus 
factor.  Not  only  will  growth  in  num- 
bers be  slowing  down,  but  the  recent 
wave  of  strikes  indicates  a  trend  to- 
ward a  less-docile  attitude  by  the 
unions. 

Another  key  factor  in  the  growth 
of  Japan  has  been  its  homogenous 
population  and  home  market.  Mass 
production  techniques  and  an  ever 
increasing  dominance  of  entire  indus- 
tries by  a  few  companies  have  been 
some  of  the  more  important  results. 
Undoubtedly  this  will  continue  to  be 
an  important  economic  plus. 

Government -business -labor  coop- 
eration, frequently  characterized  as 
"Japan,  Inc.,"  has  also  been  a  key 
ingredient  and  will  continue  to  be  so. 

A  high  savings  rate  and  capital 
formation,  unequalled  anywhere, 
round  out  and  complete  the  picture. 
While  many  economists  are  predicting 
a  slowdown  in  the  savings  rate  and 
greater  emphasis  on  private  consump- 
tion rather  than  on  capital  forma- 
tion, I  foresee  only  a  slight,  if  any, 

Mr.  Oechsle  is  a  vice  president  of  Arnhold  and 
S.   B.eichroeder,    Inc.,   investment  bankers. 


change    in    the    established    pattern. 

To  date  most  of  Japan's  growth  has 
represented  a  catching  up  with  stan- 
dards prevailing  in  other  countries. 
The  closer  it  comes  to  these  stan- 
dards, that  is,  the  closer  it  comes  to 
being  a  mature  economy  that  has  to 
develop  its  own  technology,  the  more 
difficult  it  will  be  to  maintain  the 
annual  growth  rates  of  more  than 
10%  found  throughout  the  Sixties. 
Thus,  the  high  savings  rate  will  be 
channeled  much  more  to  improve  the 
"quality  of  life,"  which  means  better 
housing,  services,  etc.  These  are  areas 
where  rapid  gains  in  productivity  are 
much  more  difficult  to  come  by. 

My  scenario  for  Japan,  therefore, 
calls  for  a  much  slower  rate  of  growth 
for  the  Seventies  than  we  have  seen 
in  the  last  15  years.  My  guess  would 
be  an  annual  rate  of  around  8%. 

At  a  Crossroads 

Superimposed  on  these  favorable 
long-term  fundamentals,  the  economy 
has  just  staged  a  rather  strong  cyclical 
recovery.  A  year  ago  the  year-to-year 
growth  of  the  gross  national  product 
in  real  terms  was  running  at  around 
2%,  whereas  currently  it  is  estimated 
to  be  in  the  area  of  15%.  The  rapid 
recovery  was  fueled  chiefly  by  un- 
precedented easy  money,  which  at  one 
point  was  also  mainly  responsible  for 
the  excesses  that  developed  in  the 
stock  market.  The  explosive  economic 
growth  of  the  past  few  months  is 
clearly  not  sustainable,  because  in- 
flation has  become  the  big  problem, 
also,  of  Japan.  Wholesale  and  con- 
sumer prices  are  up  9%  over  a  year 
ago.  This  has  led  to  a  drastic  reversal 
of  monetary  policy,  and  I  look  for 
continued  tightening  in  the  future. 

One  factor,  which  is  difficult  to 
quantify  but  which  definitely  played 
a  significant  role  in  the  outstanding 
performance  of  the  Japanese  market 
in  the  past  two  years,  was  the  ease 
with  which  the  Japanese  economy 
overcame  the  effects  of  the  first  yen 
revaluation.  It  gave  the  entire  Jap- 
anese business  and  stock  market  com- 
munity a  strong  psychological  lilt. 
Now,  with  the  second  de  facto  yen 
revaluation  two  months  old,  the  initial 
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optimistic  reaction  in  Japan  is  giving 
way  to  some  second  thoughts.  The 
question  has  become  acute  as  to 
whether  Japanese  industry,  with  cur- 
rent exchange  rates,  still  has  any 
significant  competitive  edge  over  U.S. 
and  European  industry.  This  concern 
appears  justified:  At  recent  rates  of 
increase  in  the  respective  countries, 
Japanese  wages  will  exceed  those  in 
the  U.S.  by  1977  or  1978. 

In  summary  then,  a  number  of  the 
factors  that  have  fueled  the  economic 
and  stock  market  boom  continue  on 
the  plus  side,  while  others  have 
turned  unfavorable.  The  economy  can 
be  said  to  be  at  a  crossroads,  and 
there  are  many  uncertainties. 

With  the  Tokyo  Dow  Jones  at  about 
4500,  or  20  times  current  earnings, 
these  uncertainties  have  not  been  ex- 
cessively discounted,  and  there  is  ob- 
vious further  risk  on  the  downside. 
However,  Japan  will  continue  to 
grow  at  a  faster  rate  than  most  cap- 
italist countries.  Also,  next  to  the  U.S., 
it  has  the  largest  and  most  liquid 
stock  market  in  the  world.  Clearly 
it  is  not  a  market  to  be  played  oc- 
casionally and  then  forgotten.  Any 
well-balanced  portfolio  should  have 
representation  in  Japan. 

Stay  with  Quality 

The  extent  of  that  participation 
depends  on  individual  investment  ob- 
jectives. Assuming  that  the  maximum 
exposure  in  Japan  would  be  20%,  the 
minimum  10%,  I  would  advise  in  the 
current  environment  a  reduction  to 
the  lower  limit.  Moreover,  as  I  have 
stressed  in  this  column  on  previous 
occasions,  I  would  take  a  long-term 
view;  I  would  not  try  to  play  the 
Japanese  game  which  is  very  short- 
term  oriented  and  can  be  highly 
speculative.  Also,  I  know  many  in- 
stitutions and  individuals  who  have 
made  a  fair  amount  of  money  in  the 
Japanese  market  in  the  past  and  they 
have  all  done  so  by  sticking  to  long- 
term  objectives. 

This  has  meant  in  the  past,  and 
should  mean  in  the  future,  investment 
in  quality  growth.  Companies  such  as 
Kirin  Brewery  (ADRs:  $16),  Shiseido 
(cosmetics,  ADRs:  $37),  Toto 
(ADRs:  423)  and  Matsushita  Elec- 
tric Works  (housing,  ADRs:  $26) 
and  some  of  the  leading  insurance 
and  banking  shares  are,  in  my  opin- 
ion, the  prime  vehicles  for  participa- 
tion in  Japan.  I  hold  this  view  even 
though  in  the  1972  bull  market  they 
participated  to  a  much  lesser  extent 
than  most  cyclical  stocks,  such  as  the 
chemicals,  steels,  textiles  and  so  on. 
To  play  the  latter  type  of  stock  has 
proved  difficult  enough  in  the  U.S. 
market.  I  strongly  counsel  against  try- 
ing it  in  Japan.  ■ 
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$     AMP    INCORPORATED  64-65 

Agency:   The  Aitkin-Kynett  Co.,  Inc. 

ABRAHAM  &  COMPANY  283 

Agency:   Albert  Frank-Guenther  Law 

ACCRUED   EQUITIES,   INC 284 

Agency:    Byrde,  Richard  &  Pound,  Inc. 
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CORPORATION      109 

Agency:   Tower  Advertising  and 
Marketing  Services 

D     AETNA   LIFE   &  CASUALTY     78 

Agency:    D'Arcy  MacManus  &  Masius, 
Inc. 

"•      ALAMEDA  COUNTY 

NEW    INDUSTRIES    COMMITTEE  92 

Agency:   Pettier  Advertising,  Inc. 

D     ALCAN   ALUMINUM 

CORPORATION       76-77 

Agency:   J.  Walter  Thompson  Company 
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Agency:    Dusenberry  Ruriani 

Kornhauser  Inc.,  Advertising 

ALLEGHENY    LUDLUM 

INDUSTRIES,    INC 42 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

AMERICAN   BRANDS,  INC 285 

Agency:    Batten,  Barton,  Durstine 
&  Osborn,  Inc. 

-)[•     AMERICAN  MANAGEMENT 

ASSOCIATION,    INC 41 

Agency:   Schwab,  Beatty  & 
Porter,  Inc. 

AMERICAN    MUTUAL 

INSURANCE    COMPANIES     9 

Agency:   Harold  Cabot  &  Co.,  Inc. 

AMERICAN    SMELTING   AND 

REFINING    COMPANY  166 

Agency:   Clyne  Maxon,  Inc. 

D     AMERICAN   STAIR-GLIDE 

CORPORATION      284 

Agency:    Bernstein/Rein  & 

Boasberg  Advertising,  Inc. 

AMERICAN  TELEPHONE  & 

TELEGRAPH    CO 18-19 

Agency:   N.  W.  Ayer  &  Son  Inc. 

•;;:     AMERICAN   TELEPHONE   & 
TELEGRAPH   CO. 

BELL   SYSTEM    SEMINAR     35 

Agency:    N.  W.  Ayer  &  Son  Inc. 

D     AMFAC,    INC 247 

Agency:    Hill  and  Knowlton,  Inc. 

D     ASSOCIATES   FINANCIAL 

SERVICES   CORPORATION    126 

Agency:    Feldman  &  Associates 
Advertising  Inc. 

THE  AUSTIN   COMPANY  40 

Agency:   Fuller  &  Smith  &  Ross  Inc. 

□  AVIS  RENT  A  CAR  SYSTEM,  INC.  85 

Agency:   Doyle  Dane  Bernbach  Inc. 

BABSON'S    REPORTS 

INCORPORATED    283 

Agency:    Kenneth  T.  Vincent  Co. 

D     BANDAG,    INCORPORATED  269 

Agency:   Christenson  Barclay  and 
Shaw,  Inc. 

□  BEATRICE  FOODS  CO 258 

Agency:   Doremus  &  Company 

□  BEMIS  COMPANY  INC 122 

Agency:   Campbell  Mithun,  Inc. 

>"=     BETHLEHEM    STEEL 

CORPORATION    237 

Agency:   Van  Brunt  &  Company 

D     BLISS  &  LAUGHLIN 

INDUSTRIES       178-179 

Agency:   Nader-Lief,  Inc.  Advertising 

-','.-     BUREAU  OF   INTERNATIONAL 

COMMERCE     96 

Agency:    Marsteller  Inc. 

BURLINGTON   NORTHERN    INC.  32 

Agency:    Batten,   Barton,   Durstine 
&  Osborn,  Inc. 


D      BURNS  INTERNATIONAL  - 

SECURITY   SERVICES,    INC.  •  10 

Agency:    Friedlich,  Fearon  & 

Strohmeier  :£ 

Q      BUTLER   MFG.   CO 33 

Agency:   Valentine  Radford,  Inc. 

D     CNA/insurance     120-121 

Agency:   Tatham-Laird  &  Kudner,  Inc. 
D      CALIFORNIA  COMPUTER 

PRODUCTS,     INC 149 

Agency:    Dailey  &  Associates 
CANADIAN    IMPERIAL   BANK 
OF   COMMERCE  169 

Agency:   Albert  Frank-Guenther  Law  □ 

CENTRAL  AND   SOUTH   WEST 
CORPORATION  282 

Agency:   Albert  Frank-Guenther  Law 

CHARTCRAFT,   INC 280 

Agency:   Sherman  Sackheim  &  Co.,  Inc. 
D      CHEMETRON    CORPORATION  143  # 

Agency:    Buchen  Advertising,  Inc. 

CHEVROLET  MOTOR   DIVISION  □ 

GENERAL   MOTORS  CORPORATION         183 

Agency:   Campbell-Ewald  Company 
O     CHICAGO    MERCANTILE    EXCHANGE      279  # 

Agency:    Kalom/Cohen/Greenbaum/ 
Inc. 
D     THE  CINCINNATI    GAS 

&   ELECTRIC   COMPANY  43 

Agency:   Stockton  West  Burkhart  LJ 

Inc. 
THE  CITIZENS  AND   SOUTHERN 

NATIONAL     BANK      46 

Agency:    Henderson  Advertising 
Agency,  Inc. 
COCA-COLA   USA  263  -/.- 

Agency:    McCann-Erickson,  Inc. 
-/?      COMMERCIAL  CREDIT 

BUSINESS    SERVICES      66 

Agency:   W.  B.  Doner  and  Company 

COMPUTER  CAPITAL  CORP 286 

Agency:   Peter  L.  Sales  Advertising 
D     THE  CONTINENTAL 

CORPORATION  160-161 

Agency:    Doyle  Dane  Bernbach  Inc. 
D     CONTINENTAL  TELEPHONE 

CORPORATION  90 

Agency:  Conahay  &  Lyon, Inc. 

="-     CRANE    CO 81 

Agency:    Doremus  &  Company 

*  CRUM  &  FORSTER 
INSURANCE    COMPANIES  83 

Agency:   Benton  &  Bowles,  Inc. 

#  DALLAS  POWER  &  LIGHT  COMPANY    123 

Agency:   Norsworthy  Mercer  & 
Kerss  Inc. 

DELTA  AIR  LINES,   INC.  70 

Agency:    Burke  Dowling  Adams,  Inc. 

EASTERN  AIR   LINES,   INC.  51  □ 

Agency:   Young  &  Rubicam 
International  Inc. 

■-"=      EASTMAN   KODAK  COMPANY  50 

Agency:   J.   Walter  Thompson   Company  D 

D     EATON  CORPORATION  3rd  Cover 

Agency:  J.  Walter  Thompson  Company 

D     EMPLOYERS   INSURANCE   OF 

WAUSAU      39 

Agency:   The  Cramer-Krasselt  Co. 

ENERGY  FUND,  INC 280 

Agency:   The  Leo  Baron  Agency  Inc. 

D     EXCHANGE    NATIONAL   BANK  74  D 

Agency:   Grey-North  Inc.  Adv. 

EXXON  CORPORATION 280 

Agency:   Albert  Frank-Guenther  Law 

D     FINANCIAL  PROGRAMS,   INC 278 

Agency:  J-  R-  Riddle  &  Associates 

Incorporated  rj 

FINANCIAL  PUBLISHERS  267 

Agency:   Humphrey  and  Karbo 
D     THE  FIRST  NATIONAL  BANK  _ 

OF    CHICAGO     128-129  □ 

Agency:    Foote,  Cone  &  Belding 
D     FIRST  NATIONAL  BANK 

IN    DALLAS     71 

Agency:  Tracy-Locke  Advertising  and 
Public  Relations,  Inc. 


□ 


# 


FIRST   NATIONAL  CITY 

CORPORATION  204-205 

Agency:    SSCandB  Inc.  Advertising 
FIRST   NATIONAL  STATE 
BANCORPORATION  96 

Agency:   Williams  and  London  Adv. 
THE   FLEISCHMANN    DISTILLING 
CORPORATION 

("BLACK  &  WHITE"   SCOTCH 
WHISKY)  22 

Agency:   Ted  Bates  &  Company/ 
New  York,  Advertising 

FORBES    MAGAZINE    273 

FRUEHAUF    CORPORATION  93 

Agency:    Burton  Sohigian  Inc. 
FUNDSCOPE  278 

Agency:   Doremus  &  Company,  Ltd. 
GANNETT  CO.,    INC 8 

Agency:   Rumrill-Hoyt,  Inc. 
GATES    LEARJET   CORPORATION  38 

Agency:   Sullivan  Higdon  Inc. 
GENERAL  TELEPHONE   & 
ELECTRONICS   CORPORATION  164-165 

Agency:    Doyle  Dane  Bernbach  Inc. 
GEORGIA  DEPARTMENT  OF 
COMMUNITY   DEVELOPMENT- 
INDUSTRY    DIVISION     21 

Agency:   Cargill,  Wilson  & 

Acree  Inc.  Advertising 
GEORGIA-PACIFIC    CORPORATION  11 

Agency:    McCann-Erickson,  Inc. 
GEORGIA    POWER  COMPANY 
INDUSTRIAL   DEVELOPMENT 
DEPARTMENT  138 

Agency:    Lowe  &  Stevens  Inc. 

GIRARD  BANK  186 

Agency:    Montgomery  and  Associates, 
Inc. 

THE  GOODYEAR  TIRE  & 

RUBBER  COMPANY  144-145 

Agency:   Young  &  Rubicam 
International  Inc. 

GROWTH  FUND  RESEARCH,  INC.  287 

Agency:    Leland  Hill  Advertising 

GROWTH    INDUSTRY    SHARES,    INC.      286 

Agency:   Hoffman,  York,  Baker  & 
Johnson  Inc. 

HAVERHILL'S  269  &  275 

Agency:    Kadeemah  Advertising,  Inc. 

HERCULES    INCORPORATED  230 

Agency:   Fuller  &  Smith  &  Ross  Inc. 

THE  HERTZ  CORPORATION  132-133 

Agency:   Gaynor  &  Ducas  Adv. 

HERTZ  SYSTEM,   INC 107 

Agency:   Carl  Ally  Inc.,  Adv. 

HILTON   HOTELS  CORPORATION  227 

Agency:    McCann-Erickson,  Inc. 

THE   HOME   INSURANCE 

COMPANY  2nd    Cover 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

IC    INDUSTRIES  44 

Agency:    N.  W.  Ayer  &  Son,  Inc. 

INDIANAPOLIS    POWER    &    LIGHT 
COMPANY  108 

Agency:    Ruben,  Montgomery  & 
Associates,  Inc. 

INDUSTRIAL  CREDIT 

FINANCIAL    SERVICES  86 

Agency:   Coleman  Advertising 

INGERSOLL-RAND  COMPANY  87 

Agency:    Marsteller  Inc. 

THE   INSTITUTE  OF  LAW 

AND   LEGAL  RESEARCH  80 

Agency:   Kenyon  &  Eckhardt 
Advertising,  Inc. 

INTERNATIONAL  TELEPHONE   AND 
TELEGRAPH    CORPORATION  171 

Agency:    Needham,  Harper  &  Steers, 
Inc. 
INTERNATIONAL   UTILITIES 
CORP.  22  &   151 

Agency:    Marsteller  Inc. 
IOWA   DEVELOPMENT  COMMISSION        26 
Agency:   Creswell  Munsell  Schubert 
&  Zirbel  Inc. 
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□  JOHNSON   SERVICE  COMPANY     37 

Agency:   Hoffman,  York,  Baker  & 
Johnson,  Inc. 
THE  JOHNSTON   MUTUAL 
FUND,    INC 286 

Agency:   Pace  Advertising  Agency,  Inc. 

□  KNOTT    HOTELS    CORPORATION      .  .         40 

Agency:   Koehl,  Landis  & 
Landan,  Inc. 

D  LEASCO  CORPORATION    73 

Agency:  John  P.  Kehoe  &  Company, 
Ltd. 
D  LEASEWAY  TRANSPORTATION 

CORP 265 

Agency:    Eckhouse  Advertising,  Inc. 

□  LEVITZ  FURNITURE 

CORPORATION    261 

Agency:   Doremus  &  Company  Inc. 

LIGGETT  &   MYERS 

INCORPORATED     181 

Agency:    Berger  Stone  &  Partners,  Inc. 

*  LONG   ISLAND   LIGHTING 

COMPANY      224 

Agency:   Doremus  &  Company 

□  MCDONNELL  DOUGLAS 
CORPORATION      159 

Agency:  J.  Walter  Thompson  Company 
D  MCGRAW-EDISON    COMPANY    45 

Agency:   Fuller  &  Smith  &  Ross  Inc. 
MANUFACTURERS  HANOVER 
TRUST    COMPANY      12 

Agency:   Edwin  Bird  Wilson  Inc. 

MARINE  MIDLAND  BANKS,  INC.     228-229 

Agency:   Grey  Advertising  Inc. 

#  MARYLAND,   STATE  OF- 
DEPARTMENT  OF   ECONOMIC 
DEVELOPMENT       52 

Agency:   Rosenbush  Advertising 
Agency,  Inc. 

D  THE  MASSILLON  PLAQUE  CO 275 

Agency:   Frease  &  Shorr 
Advertising 
D  MERCURY  MARINE   DIVISION 

BRUNSWICK   CORPORATION  141 

Agency:   Gardner  Advertising  Company 
Incorporated 

D  MEXICAN   NATIONAL  TOURIST 

COUNCIL    256-257 

Agency:   Richter  &  Mracky-Bates,  Inc. 

□  MIAMI    LAKES    INN 

&  COUNTRY  CLUB    284 

Agency:   Samuel  B.  Crispin 
&  Associates 

MONSANTO   COMPANY,    INC 97 

Agency:  Advertising  &  Promotion 
Services 

□  N  L  INDUSTRIES,  INC 62 

Agency:  The  Marschalk  Company,  Inc. 

□  NN    CORPORATION      233 

Agency:   Roberts:  Menchin  and  Myers, 
Inc. 

□  NVF   COMPANY    241 

Agency:   Watts,  Lee  &  Kenyon,  Inc. 

NATIONAL  DISTILLERS  AND 

CHEMICAL    CORPORATION    272 

Agency:  TJoremus  &  Company 

=::=  NEW  YORK  STATE 

DEPARTMENT  OF  COMMERCE    35 

Agency:   Rumrill-Hoyt,  Inc. 

i'f  OKLAHOMA  INDUSTRIAL 

DEVELOPMENT    DEPARTMENT  271 

Agency:   Gelders/Holderby/ 
&  Smith/lnc. 

D  OPPENHEIMER  INDUSTRIES,  INC.  275 

Agency:   Barickman  Advertising,  Inc. 

OTIS  ELEVATOR  COMPANY 163 

Agency:   Complan,  Inc. 

Division  of  deGarmo  Inc. 

□  PPG   INDUSTRIES,   INC 173 

Agency:   Ketchum,  MacLeod  & 
Grove  Inc. 

THE  PADDINGTON  CORPORATION 

(J&B  SCOTCH  WHISKY) 75 

Agency:   E.  T.  Howard  Co.,  Inc. 

Q  PAN  AMERICAN   BANCSHARES  INC.     250 

Agency:   Anderson/ Bourne 
Advertising,  Inc. 


PANHANDLE   EASTERN 

PIPE  LINE  COMPANY    272 

Agency:  Albert  Frank-Guenther  Law 

#  PAPERWEIGHTS,    INC 283 

Agency:   PRO  SELL  Communications 

PEOPLES   GAS   COMPANY    255 

Agency;   Foote,  Cone  &  Belding 

PHELPS   DODGE 

INDUSTRIES,  INC Back  Cover 

Agency:   Compton  Advertising,  Inc. 

□  PINKERTON'S,    INC 30 

Agency:  Albert  Frank-Guenther  Law 

-)'?  PITNEY    BOWES     137 

Agency:   deGarmo  Inc.  Advertising 

ROWE  PRICE  NEW  ERA  FUND,  INC.     282 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

T.   ROWE  PRICE  GROWTH   STOCK 

FUND,    INC 285 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

*  PROFESSIONAL   GOLF   COMPANY    .  .    245 

Agency:    Lindsey,  Bradley  & 
Johnston  Advertising 

X-  PUBLIC    SERVICE    INDIANA     63 

Agency:   Caldwell-Van  Riper,  Inc. 

PULLMAN   INCORPORATED    287 

Agency:    French  &  Preston,  Inc. 

RCA  CORPORATION    4 

Agency:  J.  Walter  Thompson  Company 

REA/EXPRESSCO       112-113 

Agency:   Nolan/Johnston,  Inc. 

D  RANDUSTRIAL  CORPORATION    126 

Agency:    Mt.  Pleasant  Advertising,  Inc. 

□  REPUBLIC  STEEL  CORPORATION    ...      36 

Agency:   Meldrum  and  Fewsmith,  Inc. 

R.J.   REYNOLDS 

INDUSTRIES,  INC 283 

Agency:    Long,  Haymes  &  Carr,  Inc. 

D  A.  H.  ROBINS  COMPANY 134 

Agency:   Martin  &  Woltz  Inc.,  Adv. 

D  ROCKWELL    INTERNATIONAL    131 

Agency:  Campbell-Ewald  Company 

□  ROLLS-ROYCE    INC 68-69 

Agency:   McCaffrey  and  McCall,  Inc. 

RONSON   CORPORATION    253 

Agency:   Norman,  Craig  &  Kummel  Inc. 

THE  ROYAL  BANK  OF  CANADA    102 

,  Agency:   Norman,  Craig  &  Kummel 

(Canada)  Ltd. 

■]'?  RYDER   SYSTEM,   INC 157 

Agency:   Mike  Sloan,  Inc.,  Adv. 
D  SCM   BUSINESS   EQUIPMENT 

DIVISION  OF  SCM  CORPORATION  17 

Agency:   Richard  K.  Manoff  Inc. 
■::-  ST.   JOE    MINERALS   CORPORATION      265 
Agency:   En-til  Mark  &  Co.,  Inc. 
ST.   LOUIS-SAN   FRANCISCO 

RAILWAY    CO 67 

Agency;   Batz  Hodgson 

Neuwoehner,  Inc. 

ST.    REGIS   PAPER   COMPANY    60-61 

Agency:  Cunningham  &  Walsh  Inc. 
i','  SAN   DIEGO  GAS 

&    ELECTRIC    COMPANY     116 

Agency:   Phillips  Ramsey  Advertising 
&  Public  Relations 

D  SANTA  FE  INDUSTRIES,  INC 239 

Agency:  Advertising  Direction,  Inc. 

□  THE  SCOTT  &  FETZER  COMPANY      .    276 

Agency:   Dix  &  Eaton  Inc. 
SEABOARD  COAST   LINE  RAILROAD     268 

Agency:  Tucker  Wayne  &  Company 
SEAGRAM   DISTILLERS  COMPANY 
(SEAGRAM'S   BENCHMARK 
PREMIUM    BOURBON)     119 

Agency:  Warwick,  Welsh  &  Miller,  Inc. 
SHELL  OIL  COMPANY    282 

Agency:   Kenyon  &  Eckhardt  Inc.— C.P.V. 
SOMERSET  IMPORTERS,   LTD. 
(TANQUERAY   GIN)    53 

Agency:  Smith/Greenland  Company 
Incorporated 
SOMERSET   IMPORTERS,   LTD. 
JOHNNIE  WALKER   BLACK   LABEL  99 

Agency:   Smith/Greenland  Company 
Incorporated 


■]'?  SONY  CORPORATION   OF  AMERICA 

VIDEO    PRODUCTS     27 

Agency:   Michel-Cather,  Inc. 

THE    SOUTHERN    COMPANY     174 

Agency:   Liller,  Neal,  Battle  & 
Lindsey,  Inc. 
SOUTHERN   NATURAL  GAS 

COMPANY    272 

Agency:   Doremus  &  Company 
D  SOUTHERN   PACIFIC 

TRANSPORTATION    COMPANY  248-249 

Agency:   Foote,  Cone  &  Belding 
D  SOUTHERN    RAILWAY    SYSTEM       100-101 
Agency:   Cunningham  &  Walsh  Inc. 
SPEAR  &  STAFF,   INC. 
INVESTMENT  MANAGEMENT 

DIVISION     287 

Agency:   Prentice  Advertising  Inc. 

D  SPERRY    RAND    CORPORATION     31 

Agency:   Young  &  Rubicam 
International  Inc. 

□  STATE   FARM   MUTUAL 
AUTOMOBILE  INSURANCE  COMPANY   125 

Agency:   Needham,  Harper  and  Steers 
Advertising,  Inc. 

STEWART,   SMITH    15 

Agency:   Clement  &  Ganfield,  Inc. 
D  SUCCESS  MOTIVATION 

INSTITUTE,    INC 269 

Agency:  Advertising  &  Marketing 
Associates,  Inc. 

D  SUNBEAM  CORPORATION    136 

Agency:   Foote,  Cone  &  Belding 

D  TRW   INC 23,   24,  25 

Agency:   Meldrum  and  Fewsmith,  Inc. 

D  TENNECO    INC 88-89 

Agency:    Bozell  &  Jacobs,  Inc. 

TENNECO    INC 268 

Agency:   Doremus  &  Company 

□  TEXACO    INC 127 

Agency:    Benton  &  Bowles,  Inc. 

□  TEXTRON    INC 16 

Agency:  J.  Walter  Thompson  Company 

□  TICOR       177 

Agency:   Gumpertz/Bentley/Fried/ 
Scott 

*  TRANS  WORLD  SERVICES,  INC 265 

Agency:  Stackig,  Sanderson  & 
White,  Inc. 
UNITED  JERSEY   BANKS    235 

Agency:   Muller  Jordan  Herrick  Inc. 
UNITED  STATES  STEEL 
CORPORATION       184-185 

Agency:  Compton  Advertising,  Inc. 

□  UNITED   TELECOM     115 

Agency:   Bruce  B  Brewer  Company  Inc. 
::<  UNITED  VIRGINIA   BANKSHARES 

INCORPORATED     139 

Agency:   Doyle  Dane  Bernbach  Inc. 
D  UNIVERSAL  OIL  PRODUCTS  CO.    ...      34 

Agency:  Campbell-Mithun,  Inc. 

*  UTAH   POWER  &  LIGHT  CO 243 

Agency:   Gillham  Advertising,  Inc. 
THE  VALUE  LINE 
INVESTMENT   SURVEY    281 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 
VICTOR  COMPTOMETER 
CORPORATION       104-105 

Agency:   Bozell  &  Jacobs,  Inc. 

*  THE  WARNER  &  SWASEY  COMPANY         3 

Agency:  The  Griswold-Eshleman  Co. 
D  WESTERN   UNION  TELEGRAPH 

COMPANY       94-95 

Agency:   Ries  Cappiello  Colwell,  Inc. 
WESTINGHOUSE   ELECTRIC 

CORPORATION     28-29 

Agency:   Ketchum,  MacLeod  & 
Grove  Inc. 
WHITE,  WELD  &  CO. 

INCORPORATED     117 

Agency:   Gaynor  &  Ducas,  Inc. 

XEROX    CORPORATION    152-153 

Agency:   Needham,  Harper  and  Steers 
Advertising,  Inc. 

i'?  XEROX    LEARNING   SYSTEMS    7 

Agency:   Needham,    Harper    and    Steers 
Advertising,  Inc. 

□  YOUNG    RADIATOR   COMPANY  86 

Agency:    Bozell  &  Jacobs,  Inc. 
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-|-i  I    ,  on  the 

I  nOUghtS  . . .  Business  of  Life 


I'nderstanding  comes  through 
communication,    and    through    under- 
standing we  find  the  way  to  peace. 
Ralph  Smedley 


Peace  of  mind:  The  contentment 
of  the  man  who  is  too  busy  to  worry 
by  day  and  too  sleepy 
to  worry  at  night. 
Woodrow  Wilson 


In  two  opposite  opinions,  if  one 
be  perfectly  reasonable,  the  other 
can't  be  perfectly  right. 
Oliver  Goldsmith 


You  can  tell  the  ideals  of  a  nation 
by  its  advertisements. 
Norman  Douglas 


The  color  of  the  object  illuminated 
partakes  of  the  color  of  that 
which  illuminates  it. 
Leonardo  da  Vinci 


One  today  is  worth  two  tomorrows; 
what  I  am  to  be,  I  am 
now  becoming. 
Benjamin  Franklin 


All  our  discontents  spring  from  the 
want  of  thankfulness  for 
what  we  have. 
Daniel  Defoe 


The  boundaries  of  culture  and 
rainfall  never  follow  survey  lines. 
J.  Frank  Dobie 


There  is  only  one  success:  To  be  able 
to  spend  your  life  in  your  own  way. 
Christopher  Morley 


For  your  own  peace  of  mind, 
as  well  as  for  the  sake  of  all  we 
come  in  contact  with, 
it  behooves  each  one  of  us  to 
create  as  pleasant  and  attractive 
a  world  as  lies  within  our  power. 
Remember,  we  have  to  live  in 
our  own  worlds.  You  cannot  live 
in  my  world;  I  cannot  project 
myself  completely  into  your 
world.  What  kind  of  world  are  you 
creating  for  yourself? 

B.  C.  FORBES 


Living  is  a  thing  you  do— now  or 
never.  Which  do  you? 
Piet  Hein 


No  discord  should  arise  between 
friends,  but  if  it  does,  then  our  care 
should  be  that  the  friendship 
appear  to  have  burned  out  rather 
than  to  have  been  stamped  out. 
Cicero 


Courtesy  gives  its  owner  a  passport 
round  the  world.  It  transmutes 
aliens  into  trusting  friends. 
James  Thomas  Fields 


My  intellect  as  well  as  my  instincts 
lead  me  to  the  conclusion  that 
men  have  a  positive  yearning 
to  be  good. 
Albert  Rosenfeld 


That  businessmen  should  from  time 
to  time  direct  candid  criticism 
toward  our  Government  is  not  only 
understandable  but  salutary  in  a 
lice  democracy. 
Clarence  B.  Randall 


There  is  a  great  deal  of  unmapped 
country  within  us. 
George  Eliot 


The  challenge  to  think  systematically 
about  large,  ambiguous  questions 
is  inherently  daunting,  and  is  one 
that  many  businessmen— activists  by 
nature— may  be  reluctant  to  take  up. 
But  if  businessmen  are  to  manage 
events,  rather  than  be  managed  by 
them,  there  is  no  alternative. 
William  Simon  Rukeyser 


Opinion  is  something  wherein  I 
go  about  to  give  reasons  why  all  the 
world  should  think  as  I  think. 
John  Selden 


Ugliness  creates  bitterness. 
Ugliness  is  an  eroding  force  on  the 
people  of  our  land.  We  are  all 
here  to  try  to  change  that. 
Lady  Bihd  Johnson 


If  there  were  dreams  to  sell, 
what  would  you  buy? 
Thomas  Lovell  Beddoes 


A  Text . . . 


Sent  in  by  W.  Ralph  Carter, 
Laurens,  S.C.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts   used. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  Slate,  from  4%  to 
7%;  New  York  City,  7%.) 


And  if  a  kingdom  he  divided  against 
itself,  that  kingdom  cannot  stand. 

-Mark  3:4 
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The  1973  Thunderbird. 

In  appearance, 
in  appointments,  its  a  luxury  car. 

In  ride  and  handling, 
its  distinctly  Thunderbird. 


The  automobile  that  is  known  for  ride  and 
luxury  has  even  more  to  offer  this  year. 

Its  suspension  system  has  been  refined 
and  tuned  to  its  steel-belted  radial  ply  tires. 
Tires  that  are  tested  to  give  the  average 
driver  40,000  miles  of  tread  life  in  normal 
driving.  Result:  an  extraordinarily  smooth 
ride. 

Someotherspecial  luxuries:  cushioned 
front  seats  with  twin  center  armrests.  The 
comfortable  efficiency  of  Thunderbird's 
power  brakes  and  power  steering.  The  clas- 
sic look  of  its  new  optional  Opera  Window. 
Experience  it  at  your  Ford  Dealer's. 


A  unique  luxury  automobile 

THUNDERBIRD 

FORD  DIVISION       iiw 

The  new   \ri/'i  Thunderbird  pfctured  includes  as  ttandai 

with    bumper   guards,    lefl  hand    "mote    control    mirror  and  wd  ' 


|¥hen  the  gambler  "gives"  you  the  cab  fare  home 

that's  "revenue  sharing"  burungame 
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LIBRARY 


Where  does  the  Federal  Government  get  all  the  revenue  it's  going  to 
"share"  with  the  States?  From  the  States  —  that  is,  from  the  pocket- 
books  of  the  working  taxpayers  in  the  States. 

It  would  be  so  much  more  effective  and  fair  if  Washington  simply 
reduced  its  tax  take  by  the  30  billions  it  is  planning  to  "give"  the  states. 
The  end  result  would  be  better  because  it  all  would  be  locally  managed, 
closely  watched.  And  think  of  all  the  millions  we'd  save  by  getting  rid  of 
those  thousands  of  bureaucrats  now  busily  handling  those  billions  into 
Washington  and  (some  of  them)  out  again! 


Warner  &  Swasey  hydraulic  crane  speeds  construc- 
tion at  modular  home  building  site. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.TEXTILE  AND  CONSTRUCTION  MACHINERY 


We're  recommending  real  estate 
investments  to  certain  of  our  customers. 
Because  land  in  fast-growing  Texas  can 
provide  substantial  yield  through  long- 
term  appreciation. 

And  First  National  Bank  in  Dallas, 
Investment  Specialists  in  the  Southwest, 
has  an  op-the-spot  perspective  of 
Southwestern  real  estate. 

First  in  Dallas  constantly  searches 
out  and  studies  emerging  growth 
opportunities:  raw  land  or  improved  land 
(with  commercial  buildings)  purchased  to 
lease;  producing  oil  and  gas  properties; 
bond  and  equity  markets  both  regionally 
and  nationally. 

First  in  Dallas  has  built  an  enviable 
record  with  conventional  fund 
investments,  too.  Ranking  among  the 
country's  best-performing  fund  managers. 

We'd  like  to  talk  with  you  about 
breaking  new  ground  for  your  pension 
fund.  And  about  our  unique  capabilities 
in  this  area.  Call  John  Depew  at  (2 1 4) 
749-47 1 6  or  Larry  Budner  at  (2 1 4) 
749-47 1 1 .  Or  write  them  at  P.O.  Box 
6031,  Dallas,  Texas  75222. 


We're  breaking 
new  ground 

for  pension  funds. 


Investment  Specialists  in  the  Southwest. 


fiist 

NATIONAL  BANK 

IN  DALLAS 


Member  I  I)l( 


NOW  LEASING  IN  DALLAS:  the  56-story  First  International  Bldg.  for  occupancy  first  quarter  1974.  P.O.  Box  6031,  Dallas,  lexis 
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The  push  button  age 
has  come  to  cans. 


American  Can  introduces  the  new 
Button  Down  End 

The  quick,  neat  and  convenient  way 
to  open  beverage  cans. 


Today,  you  can  make  al- 
most anything  happen  just 
by  pushing  a  button.  Now, 
you  can  even  open  a  bever- 
age can  that  way. 

American  Can  Com- 
pany introduces  Button 
Down  beverage  can  ends 
with  a  pop-open  tab  that 
stays  neatly  attached  to  the 
can. 

If  you'll  notice,  there  are 
just  two  "buttons"  on  top 
of  the  can.  Give  them  a 
gentle  push  with  your  fin- 
ger, and  the  two  holes  pop 
open.  One  for  venting  and 
one  for  pouring. 
That's  all  there  is  to  it.  Push  one.  Push  the  other, 
and  you're  ready  to  pour  ice  cold  beer  or  a  soft 
drink.  Or  drink  it  right  out  of  the  can. 

It's  convenient.  It's  easy.  One  finger  of  one  hand 
does  the  trick.  The  tab  stays  with  the  can. 

Already  some  parts  of  the  country  are  being 
supplied  with  Button  Down  ends.  Soon  others  will 
be  getting  them,  too.  In  aluminum.  In  steel.  For 
whatever  kinds  of  cans  our  customers  choose. 

Although  our  capacity  for  Button  Down  ends 
is  limited  today,  American  Can  is  moving  rapidly 
toward  full  scale  production.  Soon,  more  and  more 
people  will  start  enjoying  beer  and  soft  drinks- 
just  by  pushing  a  button. 

ijk  AMERICAN 

J^&  CAN  COMPANY 
Technology  today  for  tomorrow's  packaging. 
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Eric  H.  Hager,  1918-1973 


Eric  Hill  Hager  was  a  big,  cheerful  man  with  a 
meticulous  legal  mind.  Until  his  death  last  month  at 
the  early  age  of  54,  he  was  a  valued  counselor  to  us. 
For  more  than  ten  years  he  was  a  director  of  Forbes 
Inc.  As  a  senior  partner  in  the  distinguished  law  firm 
of  Shearman  &  Sterling,  he  handled  much  of  our 
outside  legal  work. 

Eric  Hager  was  raised  in  Englewood,  N.J.  He 
graduated  from  Phillips  Exeter  Academy  and,  in 
1939,  from  Princeton,  where  he  was  summa  cum 
laude  and  Phi  Beta  Kappa.  At  Yale  Law  School  he 
was  a  member  of  the  Law  Review.  In  World  War  II 
he  served  as  a  captain  in  the  U.S.  Army  Counter- 
intelligence. After  he  joined  Shearman  &  Sterling, 
Hager  also  served  the  U.S.  Government  in  special 
assignments. 

Hager  would  be  the  last  man  to  be  pompous  about  his  accomplishments. 
He  was  a  vigorous,  somewhat  rumpled  man,  always  ready  to  crack  a  joke. 
Everything  he  did,  he  did  with  gusto. 

A  memorial  service  was  held  for  Eric  Hager  in  Greenwich,  Conn.,  where 
he  lived  with  his  three  children  (Mrs.  Hager  predeceased  him).  The  service 
included  some  verse,  which  Hager  apparently  had  requested  before  his 
death,  from  Shakespeare's  Tempest.  It  shows  the  deeper  side  of  a  man  most 
people  knew  only  as  a  splendid  lawyer  and  a  good  companion. 

...  Be  cheerful,  sir. 

Our  revels  now  are  ended.  These  our  actors, 

As  I  foretold  you,  were  all  spirits  and 

Are  melted  into  air,  into  thin  air; 

And,  like  the  baseless  fabric  of  this  vision  . . . 

The  solemn  temples,  the  great  globe  itself, 

Yea,  all  which  it  inherit,  shall  dissolve, 

And,  like  this  insubstantial  pageant  faded, 

Leave  not  a  rack  behind.  We  are  such  stuff 

As  dreams  are  made  on,  and  our  little  life 

Is  rounded  with  a  sleep.  .  .  . 


Forbes  Entry  Second  in  Kentucky  Derby 

No,  Forbes  hasn't  yet  got  (and  won't  get)  into  the  horseflesh  business. 
We're  too  busy  shoveling  their  output.  But  we  did  have  an  entry  in  the 
Kentucky  Derby,  and  we  tied  for  second— in  the  Great  Kentucky  Derby  Balloon 
Festival  Race,  that  is. 

Forbes'  hot-air  balloon,  Roberta,  operated  by  Malcolm  Forbes  and 
Forbes  Aeronaut  Dennis  Fleck,  came  down 
450  yards  from  the  lead,  or  hare,  bal- 
loon. The  balloon  race  was  of  the  hare- 
and-hound  type,  where  all  the  contestants 
take  off  at  intervals  shortly  after  the 
lead  balloon,  and  the  winners  are  those 
managing  to  land  closest  to  it.  First 
place  was  won  by  James  Craig,  Nation- 
al Championship  Balloonist  in  1964  and 
1965. 

The  gold  and  red  Forbes  balloon  also 
carried  Louisville's  NBC-TV  cameraman, 
who  came  close  to  losing  his  expensive 
equipment  when  the  Roberta  crashed 
through  some  trees  following  a  quick 
wind  shift  just  before  hitting  the  Ken- 
tucky bluegrass  (see  picture).  Who  says 
ballooning  is  a  sissy  sport?  ■ 
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They're  the  highly  effective 
flame  retardants  from  our 
Pigments  &  Chemicals 
Division.  These  hard  work- 
ing chemical  additives  are 
on  the  job  helping  to  retard 
combustion  in  plastic 
materials,  coatings,  textiles, 
and  wire  insulation. 

Developing  chemical 
products  that  help  make 
life  better  and  safer  is  one 
of  N  L's  many  jobs.Through 
our  worldwide  operations, 
we  meet  the  needs  of 
modern  industry  for  a  wide 
variety  of  chemicals,  metals, 
fabricated  materials  and 
services.  Want  to  know 
more  about  us? 
Send  for  your  copy  of  our 
latest  Annual  Report. 
Write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 
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INDUSTRIES 


Trends  &Tangents 


Foreign 


Das  Capitalists 

Record  profits  are  pouring  in  for 
one  London  merchant  bank  whose 
assets  of  $1.4  billion  make  it  larger 
than  most  British  blue  chips.  It's  the 
Moscow  Narodny  Bank,  perched  by 
London  Bridge  since  czarist .  daysT 
Moscow  Narodny  admits  only  to  a 
modest  $3-million  profit  (London 
merchant  banks  don't  have  to  dis- 
close "true"  profits),  but  informed  es- 
timates put  it  much  higher.  What 
does  Moscow  Narodny  favor  when  it 
goes  to  market?  High-profit  British  re- 
tailer Marks  &  Spencer,  top-line  Im- 
perial Chemicals  and  an  occasional 
dabble  in  that  old  capitalist  field,  the 
Eurodollar  market. 

A  Vote  for  Seat  Belts 

Is  the  extra  cost  of  a  so-called  "to- 
tal safety  vehicle"  justified?  Volvo  be- 
lieves not.  The  company  investigated 
every  fatal  accident  that  involved  a 
full-size  Volvo  in  Sweden  during 
1972.  The  main  finding:  If  the  vic- 
tim had  worn  a  seat  belt,  55%  of  the 
fatalities  would  have  been  avoided.  If 
the  victim  had  been  in  a  car  with 
the  same  crash  worthiness  as  a  U.S. 
experimental  safety  vehicle,  the  sur- 
vival rate  would  have  been  65%  to 
70%,  a  gain  of  only  10%  to  15%  over 
seat  belts  only.  The  figures  include 
victims  in  both  Volvo  and  other  make 
autos.  The  study  offers  no  solutions  in 
getting  people  to  wear  belts,  but  does 
note  that— at  least  in  Sweden— usage 
is  up  sharply  and  increases  with  age. 
One-third  of  20-year-olds  use  belts, 
whereas  fully  50%  of  50-year-olds  do. 


Business 


California's  Stately  Bird 

Much  to  the  distress  and  embar- 
rassment of  far  larger  rivals  like  Unit- 
ed and  Western,  little  Pacific  South- 
west Airlines  of  San  Diego  is  the  No. 
One  air  carrier  in  California.  One  rea- 
son is  that  it  offers  more  flights  than 
anyone  else,  160  a  day  at  last  count. 
Clever  advertising  also  helps.  The  lat- 
est campaign  calls  PSA  airplanes  "the 
unofficial  state  bird  of  California." 

Failsafe  Delivery 

One  reason  for  the  high  newsstand 
sales  of  Playboy  is  that  mail-deliv- 
ered copies  tend  to  disappear  if  they 
are  routed  through  an  internal  mail 
system  in  a  large  office  or  left  in  a 
magazine  rack  in  an  apartment  build- 
ing. Unlikely  as  it  seems,  Human  IU 


hacior,  a  monthly  social  science  mag- 
azine published  in  Los  Angeles,  says 
it  has  the  same  problem.  It  suggests 
that  subscribers  receive  their  maga- 
zines at  home  and  instruct  the  post- 
man to  put  copies  inside  the  mailbox. 

Please  Remit 

U.S.  federal  tax  receipts  in  fiscal 
1974  (beginning  July  1)  are  expected 
to  equal  $1,179  for  every  man,  woman 
and  child.  That's  more  than  double 
the  $582  tax  bite  of  ten  years  ago, 
the  Tax  Foundation  Study  Group  re- 
ports. It  is  also  higher  by  $101  than 
the  per-capita  levy  for  fiscal  1973. 

Silver  Lining 

The  bad  news:  Signal  Cos.,  which 
has  been  trying  to  get  out  of  the  gaso- 
line service  station  business  for  a  dec- 
ade, had  to  repossess  the  last  200  or 
so  stations  that  it  sold.  Before  it  could 
resell  those  stations,  the  growing  gas- 
oline shortage  knocked  the  bottom 
out  of  the  market.  The  good  news: 
An  increasing  number  of  California 
communities  are  banning  the  build- 
ing of  new  stations— which  means 
that  the  majors  will  have  to  buy  exist- 
ing locations  to  fill  gaps  in  their  cov- 
erage. As  a  result,  gasoline  shortage 
or  no,  Signal  expects  to  sell  all  its 
stations  by  year's  end  and  be  out  of 
retail  marketing  for  good. 

{Continued  on  page  81 ) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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The  devalued  dollar* 

Here's  how  it  can  help  you  get 

more  out  of  exporting* 


Recently,  the  dollar 
was  devalued  in  foreign 
exchange  markets  rela- 
tive to  many  of  the 
world's  currencies. 

To  the  American 
traveler  devaluation 
means  a  new  dollar  that 
buys  less  overseas,  but  to 
the  U.S.  exporter  it 
means  vastly  improved 
prospects.  With  trie  dol- 
lar valued  at  a  more  real- 
istic   level    relative    to 

other  trading  currencies,  the  prices  of 
his  products  become  more  competitive 
in  world  markets. 

It's  a  fact  that  the  dollar's  devalua- 
tion offers  U.S.  exporters  a  significant 
means  of  maximizing  marketing  effec- 
tiveness. But  there  are  still  some  who 
are  not  using  it  to  its  full  advantage. 

The  bigger  dollar 

How  has  the  dollar  changed?  In 
major  competitor  countries,  the  price 
tag  on  the  dollar  has  simply  been 
marked  down.  Or,  put  another  way, 
cunencies  of  the  competitor  countries 
have  been  marked  up.  But  what  does  it 
all  mean?  Businessmen  in  certain  coun- 
tries can  now  buy  U.S.  products  for 
less  of  their  own  currency.  And  since 
the  cost  of  importing  an  American 
product  is  now  lower,  the  final  selling 
price  can  also  be  lower—  with  no  loss  of 
revenue  to  the  U.S.  manufacturer.  For 
instance,  an  American  product  for 
which  a  West  German  importer  paid 
1000  deutsche  mark  only  18  months 
ago  would  now  cost  him  as  little  as  770 
marks.  Or  about  23%  less  than  before. 

Putting  devaluation  to  work 

Devaluation  opens  a  number  of 
options  to  American  exporters— all  of 
which  contribute  to  capturing  a  bigger 
share  of  overseas  markets.  And  as  any 
smart  marketing  manager  knows,  a  big- 
ger market  share  means  a  bigger  base 
on  which  to  grow. 

.  Many  successful  companies  are 
maintaining  their  existing  dollar  selling 
price.  Since  the  cost  to  buyers  will  now 
be  less,  they're  expecting  their  volume 
and  market  share  — and  profits  — to  in- 
crease. And  because  their  chances  of 
being   competitive   are   much  greater 


now,  they're  investigating  markets 
where  they  felt  their  prices  were  too 
high  before. 

On  the  other  hand,  many  experi- 
enced exporters  are  leaving  the  foreign 
currency  selling  price  the  same  — which 
means  more  dollars  to  them  —  and  using 
the  additional  margin  to  strengthen 
their  market  presence.  Some,  for  exam- 
ple, are  passing  along  part  of  this  extra 
margin  to  their  agents  and  distributors 
and  getting  them  to  sell  even  harder. 

Some  are  using  the  additional  mar- 
gins to  invest  in  dealei  organizations. 

Some  are  offering  a  new  or  improved 
model  for  the  same  price  while  others 
are  offering  product  demonstrations 
and  initiating  or  increasing  demonstra- 
tion loans. 

And  some  are  extending  better 
credit  terms. 

Homelite j  a  classic  case 

*  To  Homelite,  a  division  of  Textron 
Inc.,  the  dollar's  devaluation  means  a 
much  improved  competitive  position 
in  international  markets.  Homelite's 
exports  already  account  for  about  15% 
of  sales.  And  management  is  using  de- 
valuation to  get  an  even  bigger  share 
of  the  overseas  market. 

They're  doing  a  lot  of  the  right 
things.  They're  introducing  new  models 
with  new  features  into  overseas  markets 
at  very  competitive  prices.  They're  ex- 
panding dealer  incentives  and  extend- 
ing better  credit  terms. 

A  world  of  business 

Market  experts  point  out  that  de- 
valuation and  realignment  of  other 
currencies  will  allow  many  U.S.  manu- 
facturers to  enter  overseas  markets  for 
the  first  time  and  should  help  current 
U.S.  exporters  to  increase  their  sales— 
especially  if  they  take  full  advantage  of 
the  new  exchange  rates  by  holding 
their  dollar  price  lines. 


Among  the  many 
U.S.  products  expected 
to  benefit  immediately 
from  devaluation  are 
industrial  refrigeration 
equipment;  water  filtra- 
tion and  pollution  con- 
trol equipment;  electri- 
cal measuring  and  test- 
ing devices;  agricultural 
equipment;  machine 
tools;  electronic  com- 
ponents; institutional 
food  equipment;  pumps, 
valves  and  compressors.  What's  more, 
for  many  of  these  products,  the  U.S. 
Department  of  Commerce  has  already 
created  precise,  specialized  marketing 
tools  for  use  by  U.S.  business. 

The  fact  is,  however,  that  almost 
any  U.S.  manufacturer  can  now  partici- 
pate and  profit.  Regardless  of  size.  Be- 
cause devaluation  gives  American  firms 
a  better  advantage  not  only  against 
local  competition  within  individual 
markets,  but  against  third  country  sup- 
pliers as  well. 

A  time  to  act 

Add  to  devaluation  the  benefits  of 
creating  a  Domestic  International  Sales 
Corporation  (DISC)  — which  allows 
deferral  of  Federal  taxes  on  up  to  50% 
of  export  profits— and  the  U.S.  ex- 
porter has  never  been  in  a  better  posi- 
tion to  capitalize  on  world-recognized 
American  quality.  In  fact,  it's  a  position 
from  which  many  U.S.  exporters  are 
already  profiting. 

The  U.S.  Department  of  Commerce 
and  its  43  field  offices  are  ready  to  sup- 
ply the  marketing  research  and  know- 
how  that  can  help  you  find  and  enter 
your  most  profitable  markets.  Your 
banker  can  help  simplify  financing,  pay- 
ment and  insurance.  And  there  are 
Export  Management  Companies,  who 
can  act  as  your  export  department, 
ready  to  help  yoi  enter  overseas 
markets. 

Start  putting  the  devalued  dollar  to 
work  for  you.  For  further  information 
on  exporting,  write  Mr.  Marinus  van 
Gessel,  Director,  Bureau  of  Interna- 
tional Commerce,  U.S.  Department  of 
Commerce,  Washington,  D.C.  20230. 

U.S.  Department  of  Commerce 


-M 


Delta  is  an  air  line  run  by  professionals. 
Like  Jim  Grunenwald,  line  mechanic. 

Jim  has  almost  14  years  with  Delta.  He 
knows  hydraulic  systems  and  fuel  systems  and 
radar  systems  and  landing  gear  systems.  And 
he  knows  engines  inside  and  out.  He  can 
tune  a  jet  engine  that's  over  23  feet  long,  over 
26  feet  around  and  weighs  6  tons. 

A  big  job?  Just  about  Jim  Grunenwald's 
size. 

when  you  are.      ^™_      ««^^^^fel 


Delia's  Wide-Ride"" DC- 10  gives  "comfort"  a  whole  new  meaning  Two-by-two  seats 

in  both  Tourist  and  First  Class.  Now  Delta  has  the  747,  the  727-200  and  the 

DC- 10  in  its  Wide-Ride  fleet. 
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Readers  Say 


Perceptive 

Dear  Malcolm:  Naturally  I  was 
pleased  by  xMalcolm  Jr.'s  editorial 
(Fact  6-  Comment,  May  1),  espe- 
cially so  by  his  perception  of  my 
scheduling  difficulties.  I  have  no  feel 
for  the  spectacular,  but  it's  nice  to  sit 
down  once  in  a  while  with  someone 
who  knows  his  business  and  is  not  in- 
tent on  seizing  an  unguarded  phrase 
and  sensationalizing  it.  Contact  with 
the  other  fellow's  world  is  important 
to  me  and  my  work,  and  I  just  wish 
I  could  make  more  time  for  it. 

—George  P.  Shultz 

Secretary  of  the  Treasury, 

Washington,  D.C. 

They're  Guilty,  Too 

Sir:  That  commercial  attache  you 
featured  in  an  article  (May  15)  was 
critical  of  the  way  U.S.  corporations 
sell  abroad.  As  a  small  business  with 
clients  throughout  the  world,  we  have 
seen  U.S.  commercial  attaches,  and 
most  of  those  we  have  had  contact 
with  have  shown  no  initiative  or  help- 
fulness. It  is  true  that  American  busi- 
nessmen are  still  not  properly  pre- 
pared for  foreign  business.  But  it  is 
equally  true  that  most  U.S.  commer- 
cial attaches  are  no  help  at  all  to 
most  smaller  firms. 

— W.  Walter  Hayum 

President, 

Photo  Media  Ltd. 

New  York,  N.Y. 

Mutual  Reservations 

Sir:  The  article  "What's  Your  Mo- 
tive?" (May  1)  says  that  the  U.S. 
Savings  and  Loan  League  "is  even 
questioning  the  entire  concept  of 
stockholder  owned  S&Ls,  which  have 
now  grown  until  they  represent  about 
15/6  of  the  industry."  I  know  of  no  ba- 
sis for  this  assertion.  Our  reservations 
are  about  conversions,  not  about  stock 
associations  per  se.  Both  stock  and 
mutual  associations  have  questions 
about  conversions,  and  some  of  the 
strongest  critics  ol  conversion  come 
from  the  ranks  ol  slock  association  c\ 
ecutives.  And  stock  associations  hold 
21'/  of  S&L  assets,  not   15*. 

-NOHM  \\  S  I  III    \k 

Executive  Vice  President, 
U.S.  Savings  and  Loan  League 

Chicago,  III 
More  than  Meets  the  Eye 

Sir:    He  your  Side   Lines  comments 

(May  1)  on  reprinting  your  old  arti* 
cle  on  Equity  Funding  and  Stan 
Goldblum.  What's  wrong  with  .1  scrap 

(Continued  on  pag§  79) 
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IF  YOUR  CASH  IS 

NOT  WORKING  FOR  YOU,  IT'S 

WORKING  AGAINST  YOU 


Many  companies  view 
check  float  and  negative 
mail  float  as  a  fact  of  life. 

But  others  see  the 
problem  more  as  the 
kiss  of  death.  Because 
every  dollar  mired  in 
corporate  pipelines  is 
costing  them  money. 

It  costs  in  dollars 
lost  through  unmade 
investments.  It  costs  in 
interest  charges  on 
money  borrowed.  It 
costs  in  contingency 
money  protecting  your 
float.  And  if  you  hold 
compensating  bal- 
ances in  a  number  of 
banks,  it  costs  by  not 
making  that  money 
available  for  use. 

Enlightened  money 
managers  have  found  the 
way  to  reduce  those 
costs  in  the  Southeast. 

They've  discovered 
the  Integrated  Cash 
Management  system 
of  the  First  National  Bank  of  Atlanta. 

Note  we  said  system,  not 
package  or  set  program.  Sold  and 
serviced  by  cash  management 
specialists,  the  First  National  system 
can  be  molded  to  individual  needs 
because  of  its  modular  nature. 


First  National  offers 
one  of  the  few  auto- 
mated zero  balance 
subsidiary  account 
programs  in  the 
country.  First  National 
employs  teleconcen- 
tration  and  computer 
concentration  bank- 
ing. First  National 
provides  permanent 
demand  notes,  lock 
boxes,  investment 
options,  disbursement 
float  analyses,  activity 
statements  and 
practically  anything 
else  you'll  need. 

To  learn  more 
about  us,  contact 
Richard  Jackson,  VR  — 
Cash  Management 
Systems,  First  National 
Bank  of  Atlanta,  Box 
4148,  Atlanta,  Georgia 
30302,404/588-6375. 
Or  ask  any  of  the 
over700  chief  execu- 
tive officers,  treasurers 
and  financial  vice  presidents  who 
have  attended  our  national  seminars. 
Any  one  of  them  will  tell  you. 

THERE'S  A  BETTER  SYSTEM 

AT  THE  FIRST  NATIONAL  BANK 

OF  ATLANTA. 


You  could  be 
making  i 


copies  on 
plain-paper. 


A  versatile  solution  to 
high-volume  copying 
needs. 


If  you  need  plain-paper  copying  in  big 
volume,  from  many  originals,  you  need  the 
Multigraphics  Total  Copy  System. 

It  turns  originals  to  copies,  continuously 
and  automatically  — up  to  154  copies  per 
minute  in  large  quantities.  Or  10  copies 

each  of  five  originals  in  less  than  a  minute. 

And  you  get  offset-quality  reproductions 
on  plain  paper  for  as  little  as  V2C  each. 

Operation  is  a  matter  of  "set  it,  forget  it." 
Stack  up  to  100  originals,  set  the  counter  for  quantities,  and  the 
Multigraphics  Total  Copy  System  does  the  rest. 

Your  local  Multigraphics  representative  will  show  you  the  plain- 
paper  Total  Copy  System  in  action.  It's  available  for  purchase,  rent 
or  lease.  Or  as  part  of  our  new  simplified  cost-per-copy  plan.  Call 
today.  Or  write  Dept.  M,  1800  W.  Central  Road,  Mt.  Prospect,  III.  60056. 

We  make  you  look  better  on  paper. 

MULTIGRAPHICS 

DIVISION  OF  ADDRESSOGRAPH  MULTIGRAPH  CORPORATION 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


NOW'S  THE  TIME  FOR  A  TAX  SURCHARGE 


It's  not  only  foreigners  who  are  worried  about  whether 
the  present  dollar's  value  can  stay  what  it  presently  is. 
A  very  sizable  and  constantly  increasing  number  of  Amer- 
icans of  all  sorts,  sizes,  sexes  and  incomes  are  increasingly 
concerned  about  that,  too. 

Perhaps  the  single  most  all-round  effective  way  Presi- 
dent Nixon  can  instill  confidence  that  the  dollar  will  stay 
sound  is  to  ask  for  the  reinstitution  of  a  moderate  cor- 
porate profit  surcharge. 

Corporate  profit  records  are  busting  out  all  over.  Since 
it's  highly  unlikely  for  multiple  and  nothing-can-be-done- 
about-it  reasons  that  food  prices  will  go  down  or  even  stop 


increasing,  organized  and  unorganized  labor  will  push 
hard  for  more  sizable  wage  increases  than  the  economy 
can  afford  or  justify.  If  record  corporate  profits  are  not 
tempered  by  a  tax  surcharge,  who  can  blame  them? 

It's  a  short-sighted  helmsman  who  wouldn't  recognize 
the  worth,  nay,  the  necessity  of  that  not-unreasonable  tax 
rise. 

It  would  defuel  a  bit  a  head  of  steam  that  could  blow 
the  lid. 

It  would  help  balance  our  incredibly  unbalanced  fed- 
eral budget. 

Now  is  the  time. 


HOW  TO  BRING  IN  FOREIGN  INVESTORS 


With  so  many  unmitigated  bargains  in  the  common 
stocks  of  low  P/E-ed  U.S.  corporations,  foreign  investors 
should  be  and  can  amply  afford  to  be  buying  'em  like 
crazy. 

Many  have  more  dough  than  they  can  invest  as  shrewd- 
ly, as  wisely,  as  in  dozens  and  dozens  of  outstanding 
American  corporations  now  on  the  bargain  counter 
(Forbes,  May  l,p.  23). 

Why  are  they  not  doing  it  to  a  far  greater  extent? 

One  soi  the  keenest  minds  on  Wall  Street  gave  me  the 
answer.  Said  White,  Weld's  executive  vice  president, 
Charles  Lee  Jr.:  "Only  fear  of  a  further  plunge  in  the  dol- 
lar's value  holds  back  a  flood  of  foreign  investment  in  the 
United  States.  It's  not  fear  that  our  present  prosperity 
will  fuel  inflation— it's  all  this  well-founded  talk  about  the 
hundredsof  billions  of  dollars  the  U.S.  will  be  spending 


to    buy    oil    and    gas    from 
abroad. 

"If  President  Nixon's  ener- 
gy   message    had    proposed 
dramatic,    all-out    efforts    to 
curb      unnecessary      present 
energy    consumption    and    a 
crash  program  to  develop  af- 
fordable energy  from  our  un- 
limited coal  resources,  the  re- 
sult   would    have    been    re- 
newed confidence  in  the  dol- 
lar's value  and  a  flood  of  needed  foreign  currency  to  buy 
bargain-counter,  first-rate  American  corporate  securities." 
Right  on,  right? 
Speaking  of  which  .  .  . 


BE  A  PATRIOT— BE  ABLE  TO  SAY  YES 

Did  you  put  out  unneeded  lights  last  night?  Today? 
Did  you  turn  down  the  air-conditioner  a  few  degrees? 
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THE  ORIGINAL  .  .  . 

Here  is  a  Forbes  Inc.  Division's  advertisement  that  has  appeared  in  multiple  national  media. 


Photo  of  actutl  rtnchltnd  ttktn  if  Stngr*  d»  Crltlo  flinches 


Where  the  deer  and  the  antelope  play 


Sangre  de  Cristo  Ranches.  Midway  between  Denver  and  Albu- 
querque. Where  the  Kit  Carson  Trail  meets  the  Navajo  Trail  in 
beautiful  Southern  Colorado. 

Big  country.  Wide  open  spaces.  Majestic  mountains  sur- 
rounding green  hillsides  of  the  sleepy  San  Luis  Valley.  Rugged, 
yet  serene.  Crisp,  clean  air,  scented  with  sagebrush  and  pine. 

You  can  own  land  here.  Leg-stretching,  five-acre  minimums. 
Land  for  ranches.  For  vacations.  Retirement.  For  settling 
down  and  getting  away  from  it  all.  For  long  term  investment. 
To  leave  to  your  kids  and  for  them  to  leave  to  theirs. 

This  is  good  land.  Land  you  can  see  for  yourself.  Land  you 
can  stand  on  and  dig  into.  It's  a  subdivision  of  the  gigantic, 
260  square  mile  Forbes  Trinchera  Ranch.  Forbes  Inc.,  pub- 
lishers of  Forbes  Magazine  and  owners  of  Sangre  de  Cristo 


Sangre  de  Cristo  Ranches  Inc. 

DIVISION  OF  FORBES  MAGAZINE 

Box  2000.  Old  Chelsea  Station,  New  York,  N.Y.  10011 

Without  obligation,  please  send  me  FREE,  more 
information  on  the  Sangre  de  Cristo  Ranches. 


Name. 


Address. 


C/fy_ 
State. 


.County. 


JZip. 


A  statement  and  offering  statement  has  been  filed  with  the  Department  of  State  of 
the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease 
or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof  or  that 
the  Department  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering. 
A  copy  of  the  offering  statement  is  available,  upon  request,  from  the  subdivider. 
NYA  72-fl33 
A  33  AD6609|b| 


Ranches  Inc.  acquired  the  Trinchera  Ranch  some  years  ago. 
One  of  the  oldest  of  the  remaining  big  ranches  in  America,  it 
ranks  among  the  best  known  hunting  preserves  for  deer,  elk, 
game  birds  and  other  wildlife. 

Located  near  the  intersection  of  U.S.  Route  160  and  Colo- 
rado Highway  1 59  just  outside  Fort  Garland,  Colorado,  Sangre 
de  Cristo  Ranches  are  spread  over  thousands  of  rolling  acres 
which  rise  to  the  towering  mountain  peaks  of  the  Trinchera 
and  Mount  Blanca. 

Since  Forbes  Inc.  began  offering  this  section  of  its  big  ranch 
for  homesites,  thousands  of  people  have  come  from  all  over 
the  nation  to  see  this  magnificent  land,  to  purchase  their  own 
Sangre  de  Cristo  Ranch. 

Important  guarantees  backed  by  Forbes  Magazine's  dis- 
tinguished reputation  have  contributed  much  to  the  Sangre  de 
Cristo  success  story.  Every  investor  is  double  protected :  he  has 
twelve  months  after  his  first  payment  during  which  he  can— 
and  is  urged— to  visit  his  ranch.  And  if  it  doesn't  fully  meet 
expectations,  he  can  have  all  payments  promptly  refunded.  Or 
if  he  simply  changes  his  mind  within  sixty  days  of  making  his 
first  payment,  his  money  will  be  returned  promptly. 

You  can  own  part  of  this  breathtaking  land  for  just  $50 
monthly.  With  no  interest  or  carrying  charges,  the  total  cost  of 
these  five-acre  ranches  is  just  $5,000.  Other  Sangre  de  Cristo 
ranch  sites  are  available  on  comparable  terms  at  prices  ranging 
from  $3,500  to  $7,500.  This  offer  presents  a  wonderful  oppor- 
tunity for  long  term  investment  in  the  great  southwest. 

For  complete  details  on  these  ranches,  without  obligation 
and  with  the  assurance  that  no  salesman  will  call  on  you, 
simply  fill  in  and  mail  the  coupon  to  Sangre  de  Cristo  Ranches, 
Box  2000,  Old  Chelsea  Station,  New  York,  N.Y.  1001 1. 

Sanoie  oc  Cristo  Ranches  Inc..  is  a  duly  registered  subdivision  developer  In  and 
under  the  laws  of  the  State  of  Colorado.  This  registration  is  not  to  be  construed  to 
imply  state  endorsement  of  the  subdivision. 
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AND  PERFECTION  IN  PARODY 

Here,  from  that  genius-inspired  National  Lampoon,  is  their  parody. 


(NOT  An  Advertisement) 


Photo  ot  actual  land  taken  on  genuine  film  with  real  camera. 


Room  to  Live,  Room  to  Laugh-at  Wise  Acres 


Wise  Acres.  Midway  between  Bauxite  City  and  Trichinosa,  deep 
in  the  heart  of  the  spectacular  Arizona  mud  country.  Just  a  hop, 
skip,  and  a  plane  ride  from  bustling  Phoenix.  Conveniently  located 
halfway  between  New  York  City  and  Jakarta.  To  the  south,  the 
colorful  Mexican  border.  To  the  north,  the  fabled  North  Pole. 

Yes,  this  is  Wise  Acres.  Big  country.  Wide  open  spaces.  Huge 
vistas.  Dramatic  views.  Big  spaces.  Wide  open  vistas.  Dramatic 
country.  Big  views.  Huge  open  vistas.         • 

Perched  high  atop  the  earth's  rich,  varied  crust,  where  rocks, 
dirt,  sand,  and  other  fascinating  geological  materials  run  riot, 
vying  with  brillo  bushes,  lung  weeds,  and  the  famous  millenium 
cactuses  (be  here  when  they  bloom  next  in  a.d.  2043!).  Where 
friendly  pythons  twine  their  colorful  forms  (great  for  handbags, 
ladies!)  around  the  gnarled  trunks  (great  for  driftwood  lamps, 
men!)  of  the  noted  petrified  shrubs.  Where  the  plaintive  cry  of 
wild  coyotes  mingles  with  the  plaintive  cry  of  wild  coyotes. 

All  around,  majestic  hummocks  towering  over  breathtaking, 
rubble-filled  depressions.  Here  and  there,  trilobite  fossils  frolicking 
in  lazy,  sleepy,  dry  stream-beds.  In  the  distance,  the  unforgettable 
distance. 

An  enchanted  place  the  Spanish  called  "canon  dos  muertos"  and 
the  Havatampa  Indians  "Aaaaaaaaaaagh-a-aaagh"— their  meanings 
lost  in  antiquity,  but  the  lyrical  cadence  of  the  old  names  suggest- 
ing the  profound  magic  of  the  land. 

And,  except  when  the  playful  desert  wind  sends  tumbleweeds 
whirling  across  the  sand  at  several  times  the  speed  of  sound,  air- 
all  the  air  you  can  breathe.  All  the  air  you  can  drink.  All  the  air 
you  can  eat. 

You  can  own  land  at  Wise  Acres.  You  see,  some  time  ago, 
National  Lampoon,  Inc.,  publishers  of  National  Lampoon  maga- 
zine, acquired  the  gigantic  Chancre  de  Diablo  Ranch.  This  im- 
mense la'ndholding,  once  a  Spanish  Land  Grant,  included  as  a  key 
part  of  the  important  Gadsden  Purchase,  and  later  used  by  the 
U.S.  Army  as  a  vital  bombing  range,  is  now  available  to  our 
readers  for  the  purchase  of  homesites. 

Since  plots  at  Wise  Acres  were  first  offered  for  sale,  hundreds 
of  square  miles  of  land  much  like  this  have  been  bought  and 
thousands  of  people  have  moved  to  the  western  states,  one  of 
which  is  Arizona.  And  it's  no  wonder,  with  so  many  of  the  good 


things  in  life  within  easy  mailing  distance! 

And  you're  completely  protected  by  impressive  guarantees 
backed  by  the  distinguished  reputation  the  National  Lampoon  has 
won  in  its  long  months  of  existence.  Every  investor  is  sent  samples 
of  dirt  from  his  homesite.  If  he  changes  his  mind  within  sixty  days 
of  making  his  first  payment,  his  money  is  cheerfully  retained.  And 
if  he  is  not  completely  satisfied  at  any  time,  he  keeps  the  land  and 
we  keep  his  money. 

You  can  own  part  of  this  breathtaking  land  for  just  pennies  a 
second.  Good,  stick-to-the-shoes  land.  Land  to  stand  on.  Land  to 
lie  on.  Land  to  bury  things  in.  Land  to  leave  to  your  children,  or  just 
plain  leave. 

For  complete  details  on  how  you  can  acquire  the  Wise  Acres 
ranchola,  ranchetto,  ranchista,  or  rancharama  of  your  choice, 
simply  fill  in  and  mail  the  coupon  below,  so  that  our  pushy,  rude, 
and  sometimes  violent  salesmen  may  visit  you  at  your  home. 

CHANCRE  DE  DIABLO  RANCHES,  INC.  is  a  subdivision  developer  duly 
registered  under  the  laws  of  the  Republic  of  Nicaragua  and  is  bound  by  the 
Code  of  Ethics  of  the  National  National  Lampoon  Association. 


Chancre  de  Diablo  Ranches,  Inc. 

Division  of  NATIONAL  LAMPOON  Magazine 
635  Madison  Ave. 
New  York,  N.Y.  10022 

I'd  like  to  learn  more  about  the  NATIONAL  LAMPOON, 
sponsor  of  the  remarkable  Chancre  de  Diablo  Ranches. 
Please  sign  me  up  for  a  year's  subscription  to  your  special 
monthly  bulletin.  I  enclose  $6.95  to  cover  any  stray  charges. 

Name 

Address 

City Sf  a  t  e Zip 
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"THE  GREAT  IMBALANCE" 


I've  never  seen  the  utter  nonsense  that  prevails  at  the 
high  end  and  the  low  end  of  the  stock  exchanges'  price/ 
earnings  ratios  more  devastatingly  depicted  than  in  the 
May  1  issue  of  Forbes  (p.  23). 

Here  are  figures  on  20  great  American  corpora- 
tions, household  names  all.  .  .  .  Group  I  (Alcoa, 
BankAmerica,  Chrysler,  General  Foods,  Goodyear, 
ITT,  Southern  Pacific,  Union  Carbide,  U.S.  Steel 
and  Westinghouse)  has  combined  earnings  of 
nearly  $2  billion.  Combined  sales  of  $43  billion. 

Group  II  (American  Home  Products,  Avon, 
Coca-Cola,  Eastman  Kodak,  Johnson  &  Johnson, 
Lilly,  Merck,  Minnesota  Mining  &  Manufacturing, 
Polaroid  and  Xerox)    has  combined  earnings  of 


nearly  $2  billion.  Combined  sales  of  $16  billion. 
Equal  in  earnings,  the  two  groups  are  worlds 
apart  in  market  value.  Group  I  sells  for  a  com- 
bined $22  billion,  11  times  earnings.  Group  II  sells 
for  $92  billion,  46  times  earnings. 
If  you  are  involved  personally  or  responsible  for  siz- 
able holdings  on  the  top  end,  I  think  this  will  give  you 
solid  grounds  for  considerable  concern.  If  you're  involved 
at  the  bottom  end,  you  should  shortly  benefit  from  some 
wee  degree  of  closing  in  this  unfathomable,   unreason- 
able gap. 

It's  bound  to  happen. 

Not  in  all  cases,  because  a  rare  few  are  justified;  but 
in  most  cases. 


BUSINESSES  DOING  BADLY 

find  solace  in  saying  there's  no  way  to  go  but  up. 

Sorry,  fellows— there's  another  way. 

-Out. 


WE-0  TOLD  YOU  SO 


It's  fun  to  be  right  at  least  once  in  a  while.  Here  six 
months  ago,  I  wrote: 

"The  A&P,  once  enormously  successful  and  still  the 
largest  chain  of  food  stores,  has  responded  to  tough  com- 


a  suicidal  spree  of  price  cutting.  .  .  .  The  whole  thing  is 
one  of  the  most  incomprehensible  major  industry  capers 
in  the  annals  of  American  business." 

With  an   $800-million  sales  increase  last  year,   A&P's 


petition  and  ever  thinner  profit  margins  by  setting  out  on  WEO-CEO  geniuses  managed  to  rack  up  a  $51-million  loss. 


ART 

is  what  to  you  it  is. 


WHAT'S  A  DIRTY  PICTURE? 

One  that  needs  cleaning. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


AN  IDEA  WHOSE  TIME   SHOULDN'T  COME 


President  Nixon  has  proposed 
that  his  proposed  commission  on 
election  reform  give  serious  con- 
sideration to  the  idea  of  a  single 
six-year  term  for  President. 

Such  a  commission  should  indeed 
study  the  idea— and  reject  it. 

Why  is  there  sentiment  for  such 
an  idea?  Because  it  is  thought  that 
a  single  six-year  term  would  some- 
how make  a  President  less  "politi- 
cal." That  not  having  to  run  for  re- 
election, a  President  could  spend 
his  time  running  the  country  in- 
stead of  preparing  for  the  next  cam- 
paign. That  a  President  could  act  in 
a  more  statesman-like  manner,  giv- 
ing more  long-term  thought  to 
problems  and  having  the  time  to 
carry  out  solutions  for  them.  That 


he  could  more  easily  resist  short- 
term  political  pressures,  more  easi- 
ly ignore  all  those  evil  lobbies  and 
pressure  groups  and  so  base  his 
decisions  on  the  basis  of  bettering 
the  many  instead  of  the  few. 

An  attractive  picture,  especially 
in  a  political  atmosphere  polluted 
by  Watergate.  Only  it  wouldn't 
work  out  that  way. 

A  single  six-year  term  for  Presi- 
dent would  only  make  the  President 
a  long-term  lame  duck.  As  soon  as 
he's  elected,  everyone's  attention 
will  be  focused  on  who  succeeds 
him;  all  politicos  will  be  working, 
jockeying  for  the  next  race,  ignor- 
ing the  man  who  won  the  last  one. 
What  clout,  for  example,  would 
such  a  President  have  with  Con- 


gress? Little  more  than  he  does  now 
near  the  end  of  his  second  term. 

And  is  it  such  a  bad  thing  for  a 
President  to  be  sensitive  to  "poli- 
tics"? For  politics,  after  all,  is  ul- 
timately people.  Do  we  really  want 
a  President  who  could  ignore  pub- 
lic opinion  and  sentiment  for  six 
years?  Looking  back,  would  this 
country  have  preferred  a  Herbert 
Hoover  for  six  years  instead  of  four? 

Watergate  is  a  shocker,  hut  tarn 
pering  with   Presidential  terms  is 
not  the  proper  preventive  medicine. 

A  single  six-year  term  would 
make  this  country's  Chief  Executive 
less  accountable  to  the  public  than 
he  is  now. 

Is  that  the  lesson  to  he  learned 
from  Watergate?  -M.S.  Forbes  Jr. 
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"Hello  si&  we've  located  your  package. 
It's  at  the  bottom  of  San  Francisco  Bay." 


The  flight  took  place  on  September  14, 1972.  A 
et  freighter  aborted  takeoff  and  slid  off  the  runway 
nto  San  Francisco  Bay. 

Thankfully,  no  one  was  injured,  so  we  can  use 
he  incident  to  illustrate  why,  if  you're  shipping 
reight  by  air,  Emery  Air  Freight  is  the  company 
'ou  should  be  using. 

Emery  had  the  freight  of  3 1  different  shippers  on 
he  flight.  All  of  it  was  either  destroyed  or  damaged. 

Immediately  after  the  accident  was  reported, 
>ur  Emcon  computer  system  went  into  action, 
^mcon  is  our  exclusive  shipment  tracking  system 
exclusive  because  not  one  of  our  competitors  is 
vithin  5  years  of  having  anything  like  it)  that  tells 


hipment  is  from  the  time  we  pick  it  up  to  the  time 
ve  deliver  it.  In  less  than  10  seconds. 

What  Emcon  did,  in  this  case,  was  to  produce  a 
l  -omputerized  manifest  of  every  shipment  aboard 
ie  flight.  These  shipments  were  destined  for  con- 
!  ignees  in  New  York,  Boston  and  Montreal. 

Immediately  (one  every  10  seconds)  Emery 
onnel  were  supplied  with  printouts  of  the  com- 
I  lete  record  of  each  of  the  31  shipments.  Names  of 


the  shipper  and  consignee  were  included. 

Within  minutes,  each  shipper  was  informed  of 
the  reason  for  his  shipment's  delay.  That's  right. 
Within  minutes.  Which  means  anybody  who  needed 
his  shipment  fast,  found  out  fast  and  was  able  to 
get  another  shipment  in  the  air.  Fast. 

Later  the  same  day,  our  Claims  Department  sent 
letters  to  all  31  shippers,  advising  them  how  to  file 
claims.  That's  right.  The  same  day.  We  were  allowed 
a  year  to  do  that.  (Needless  to  say,  the  claims  were 
expedited  too.) 

In  addition,  copies  of  the  letters  were  mailed  to 
all  the  consignees  involved  so  they  could  under- 
stand the  reason  for  the  shipping  delay  and  what 


Within  six  hours,  every  Emery  client  affected  by 
the  accident  had  received  full  information. 

If  Emery  sounds  like  the  air  freight  company  you 
should  be  doing  business  with,  call  the  Emery  office 
nearest  you.  There  are  72  in  the  United  States  (all 
open  24  hours  a  day,  every  day)  and  26  in  15 
countries  outside  the  U.S. 

We're  listed  in  the  Yellow  and  White  pages  of 
your  phone  book. 


Emery  Air  Freight 

We're  the  best  because  we're  the  fastest  and  the  safest. 


Dont  treat 
a  corporate  trusteeship 

as  just  another  plum. 


It's  no  secret  that  the  selection  of 
a  corporate  trustee  may  turn  out  to  be  a 
decision  made  under  pressure.  But  it 
doesn't  make  much  sense  when  it  can 
be  avoided. 

Chase  Manhattan  can  helpgetyour 
next  debt  financing  off  on  the  right  foot. 
We  review  the  proofs  of  an  indenture 
from  cover  to  cover  as  often  as  may  be 
necessary.  The  workability  of  the  provi- 
sions is  darned  important.  So  we  sweat 
before  we  come  up  with  comments.  (If 
you  go  to  market  regularly,  we'll  give  you 
our  approach  to  an  open-end  indenture 
format  which  may  provide  you  with  sig- 
nificant economies.) 

More  than  once  we'll  sit  down  with 
your  lawyers,  the  underwriters'  lawyers 
and  our  own  to  work  over  the  specifics. 
And  we  specialize  in  anticipating  all  those 
irritating  little  details  that  so  often  crop 
up  at  the  closing.  Over  the  years,  we've 
seen  them  all  and  solved  them.  Without 
wastinganytime. 

I n  a  sense, the  closing  is  just  the  be- 
ginning of  our  job.  Because  we  have  to 
make  today's  bestthinking  stand  upover 
ten  or  twenty  years.  (As  time  goes  on  you 


may  look  at  things  differently.  If  so  we're 
experienced  in  "consent  operations"  to 
gain  you  necessary  flexibility.) 

Prompt  and  precise  work  is  required 
on  the  whole  business  of  transfers,  ex- 
changes, cancellations  and  maintenance 
of  bondholder  accounts,  and  we  do  it 
every  day  of  the  week. 

We  look  after  the  nuts  and  bolts 
requirements  like  insuring  against  over- 
issuance  of  bonds,  paying  interest  and 
filingl099's. There  are  othervital  services 
we  perform:  selecting  and  redeeming 
bonds,  and  processing  conversions. 

And  you  can  forget  bondholders' 
correspondence— because  we  don't.  We 
get  quick  answers  to  their  questions. 

Corporate  Trusteeship  is  the  kind 
of  big  job  that  just  doesn't  make  sense  to 
deal  with  when  you're  "on  the  way  to 
market."  Even  if  you're  6  months  or  2 
years  from  announcing  a  debt  issue,  talk 
with  us  now,  so  you  can  be  serviced  by 
the  most  competent  Trustee  available. 

For  more  information,  write:  Glenn 
Mangold,  V.P.,  Chase  Manhattan  Bank, 
1  Chase  Manhattan  Plaza,  New  York,  N.  Y. 
10015,  or  call  (212)  552-5301. 


In  an  increasingly  complex  financial  world, 
you  have  a  friend  at  Chase  Manhattan. 
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Forbes 

Man  with  His  Back  to  the  Wall 


With  his  once-proud 

empire  crumbling  around  him, 

UCC's  Sam  Wyly 

is  still  hanging  on. 

What  do  you  do  when  your  company 
has  just  lost  $81  million  of  its  $143 
million  in  equity  capital  and  you  know 
that  during  the  current  year  debt  re- 
payments will  exceed  cash  flow?  Your 
company's  current  debt-to-equity  ratio 
of  2M-to-l  already  violates  the  coven- 
ants of  an  outstanding  loan  and  the 
company's  revolving  credit  agreement. 
Add  to  that  the  fact  that  Wall  Street 
will  not  touch  you;  your  stock  is 
around  $5  a  share  compared  with 
$187  a  share  just  five  years  ago. 

Do  you  slip  ignominiously  into  re- 
tirement and  let  the  bankers  take  over? 
Not  if  your  name  is  Sam  Wyly  and 
your  company  is  University  Comput- 
ing Co.  of  Dallas.  A  devout  Christian 
Scientist,  Wyly  sincerely  believes  that 
will  power  can  conquer  all,  even  over- 
whelming financial  odds. 

But  it  was  will  power  that  got 
Wyly  into  trouble  in  the  first  place. 
Supremely  confident,  he  tried  to  do 
too  much  with  too  little.  As  consider- 
able as  UCC's  accomplishments  were, 
Wyly's  commitments  were  soon  out 
of  all  proportion  to  his  financial  means. 

At  any  rate,  money  is  what  Sam 
Wyly  needs  now,  lots  of  it.  This  year 
alone  he  needs  $40  million;  next  year 
he  will  need  $44  million  and  by  1975 
he  will  need  perhaps  another  $28  mil- 
lion. His  debt  is  already  $150  million. 

Where  is  all  the  money  going?  More 
than  $100  million  will  be  needed  by 
Data  Transmission  Co.  (Datran), 
UCC's  Virginia-based  subsidiary, 
which  Wyly  believes  is  the  company's 
most  promising  operation. 

In  April  Datran  began  construction 
of  a  nationwide  system  of  microwave 
towers  that  will  transmit  data— much 
of  it  from  computers— among  27 
American  cities  in  direct  competition 
with  American  Telephone  &  Tele- 
graph. At  stake  is  an  estimated  $5  bil- 
lion worth  of  business  by  1980.  To 
get  even  a  small  slice  of  that  busi- 
ness, Wyly  believes  Datran  must  be 
operational  "before  AT&T's  system  is 
set  up  and  working,  currently  slated 
for  sometime  next  year. 

Ask  Sam  Wyly  where  he  is  going 
to  get  that  kind  of  money  and  he  leads 
you  right  into  the  office  of  Dean 
Thornton,  UCC's  treasurer  for  the  past 


Problem.  Sam  Wyly  made  money  in  computers.  Now  he  needs  much  more. 


three  years  and  the  former  treasurer 
at  the  Boeing  Co.  Thornton  unfortu- 
nately doesn't  have  any  firm  answers 
either.  "This  is  a  critical  year  for  us," 
he  says,  "I  can  get  us  through  1973, 
but  then  we  fall  off  a  cliff.  We  must 
find  a  way  to  accommodate  Datran." 

Even  getting  through  1973  will  re- 
quire a  bit  of  fancy  financial  footwork. 
If  Thornton's  figures  are  correct,  UCC 
this  year  will  generate  a  cash  flow  of 
$20  million.  But  it  needs  $20  million 
to  service  debt,  plus  $22  million  for 
Datran  and  another  $18  million  to  pay 
off  the  Western-American  Bank  of 
London  on  a  note  whose  terms  the 
company  has  violated  because  of 
UCC's  high  debt/equity  ratio.  Net 
of  cash  flow,  UCC  needs  $40  million. 
Wyly  claims  Datran  will  be  able  to 
get  the  money  it  needs  this  year.  But 
how  about  the  other  $18  million? 

Earlier  this  year  Wyly  and  Thorn- 
ton planned  to  raise  $10  million  by 
spinning  off  UCC's  insurance  subsidi- 
ary, the  Gulf  Group.  But  when  the 
Equity  Funding  insurance  scandal  be- 
came public  knowledge,  souring  Wall 
Street  on  all  insurance  issues,  under- 
writer Bear,  Stearns  &  Co.  and  Wyly 
decided  to  forget  about  the  offering. 
In  March  Thornton  did  manage  to 
renegotiate  the  terms  of  both  the  $18- 
million  note  and  the  company's  re- 
volving credit  agreement  of  $25  mil- 
lion. This  does  not  eliminate  the  in- 
evitable, only  postpones  it.  According 
to   Thornton,    the   banks   have   given 


UCC  several  months  to  find  new 
sources  of  money. 

Now  Thornton  is  attempting  to  do 
what  seems  impossible:  obtain  more 
long-term  debt.  There  are  two  pack- 
age deals  involved.  His  plan  is  to  use 
Gulf's  stock  to  secure  a  $35-million 
loan  and  increase  the  loan  secured 
by  UCC's  computer  leasing  portfolio 
by  $10  million. 

UCC  was  established  in  1963  on 
the  premise  that  it  could  do  business- 
men's computer  work  for  them  more 
efficiently  and  cheaply  than  they  could 
do  it  for  themselves.  It  was  a  good 
idea  and  revenues  soared:  $700,000  in 
1964;  $7  million  in  1966;  $60  million 
in  1968;  $128  million  in  1971.  But 
Sam  Wyly  got  overambitious  and  be- 
gan investing  in  other  businesses, 
some  of  which  turned  out  losers.  He 
spent  millions  trying  to  build  a  com- 
puter terminal  tha  was  better  than 
IBM's.  Last  year  he  sold  the  operation 
to  Harris-Intertype,  writing  off  $32 
million  in  the  process.  He  also  tried  to 
establish  a  computer  programming 
school.  Losses  on  that  gamble  in  1970 
and  1971  totaled  $9.2  million.  With 
these  losses,  much  of  the  profits  made 
in  the  computer  operation  went  back 
down  the  drain.  Then  last  year  the 
computer  operation  soured,  and  with 
heavy  write-offs  UCC  lost  $83  million. 

Smart  and  charming  Sam  Wyly,  38, 
has  one  last  card  to  play— but  it  is 
slightly  soiled:  Copying  from  his  friend 
James   J.   Ling,   the   Dallas   conglom- 
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erator,  Sam  Wyly  is  going  to  redeploy 
UCC  assets.  The  procedure  calls  for 
dividing  the  company  into  various 
parts  and  spinning  them  off  to  the 
public,  making  the  whole  thing  worth 
more  than  the  sum  of  the  parts. 

In  a  supreme  act  of  will,  a  kind  of 
challenge  to  fate,  Wyly  has  renamed 
UCC  Wyly  Corp.  and  divided  it  into 
lour  companies— University  Comput- 
ing Utility  Co.  (data  processing), 
Computer  Leasing  Co.  (selling  and 
leasing  computers),  Culf  Insurance 
Croup  (insurance)  and  Datran.  Some- 
time late  this  year  or  early  1974, 
Wyly  will  offer  stock  in  one  or  possibly 
all  of  these  operations.  How  much 
investor  interest  will  they  generate? 
Almost  certainly  very  little— unless  the 
stock  market  turns  around. 

Take  Gulf  Insurance,  for  example. 
When  Wyly  acquired  the  company  in 
1968  it  had  free  equity  of  $52  million 
and  $63  million  unrealized  capital 
gains.  Today  the  gains  have  largely 
evaporated  and  most  of  Gulf's  equity 
is  hostage  to  UCC's  considerable  debt. 
What's  more,  Gulf  faces  the  prospect 
of  having  to  set  aside  additional  re- 
serves  against  underwriting  losses. 

Promises,  Promises 

The  computer  utility  and  leasing 
companies  are  no  longer  very  healthy. 
Last  year  Wyly  wrote  off  $58.5  million 
worth  of  losses  in  these  two  compa- 
nies, either  for  discontinued  opera- 
tions or  additional  depreciation  ol 
computer  equipment.  In  leasing,  Wyly 
admits  that  revenues  are  declining, 
running  around  $2  million  a  month, 
and  that  the  best  market  for  the  com- 
pany seems  to  be  leasing  and  selling 
used  computers.  Most  of  the  compu- 
ter losses  related  to  Computer  Tech- 
nology, a  company  Wyly  bought  only 
three  years  ago  for  $40  million  in 
cash  and  notes.  Basically,  CT  was  the 
in-house  data  processing  unit  for  LTV, 
still  Wyly's  biggest  single  customer. 
This  year  Wyly  expects  this  business 
to  have  revenues  of  $85  million  and 
pretax  profits  of  $5  million.  If  so,  it 
will  be  the  computer  operations'  first 
hard  profit  in  three  years. 

As  for  Datran,  it  offers  only  the 
distant  promise  of  big  profits.  How 
much  is  that  promise  worth?  Last  sum- 
mer Wyly  attempted  to  privately  sell 
an  interest  in  the  company  to  various 
Wall  Street  investment  bankers.  No 
takers.  Given  the  state  of  Wall  Street 
and  of  UCC,  it's  hardly  surprising. 

Regardless,  Wyly  sits  in  his  opu- 
lent, oversized  15th  floor  offices  and 
continues  to  show  much  of  the  same 
brash  confidence  he  displayed  when 
he  had  a  paper  fortune— now  almost 
entirely  vanished— of  $108  million. 
Perhaps,  if  nothing  else  can,  this  self- 
confidence  will  save  him.   ■ 
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Countehnvasion 


The  Americans  flocked  abroad  ten  years  ago, 

transformed  foreign  banks  and  money  markets. 

Now  the  pendulum,  and  the  money,  are  swinging  back. 


The  value  of  foreign  direct  invest- 
ments in  the  U.S.  stands  today  at  close 
to  $15  billion,  small  potatoes  in  com- 
parison with  the  nearly  $100-billion 
book  value  of  U.S.  investments 
abroad.  The  U.S.  companies  brought 
their  banks  after  them;  108  U.S.  banks 
have  627  branches  and  $90  billion  in 
assets  overseas  today,  but  the  foreign 
companies  coming  into  the  U.S.  now 
have  more  than  a  friend  at  the 
Chase  Manhattan  awaiting  them.  For- 
eign banks  have  built  up  a  U.S.  pres- 
ence dramatically  in  recent  years. 
Today  there  are  some  83  foreign  banks 
represented  in  the  U.S.  by  about  150 
branches,  agencies  or  subsidiaries, 
holding  S26  billion  in  assets. 

The  phenomenon  has  not  gone  un- 
noticed by  U.S.  banks,  some  of  which 
are  beginning  to  howl  about  unequal 
competition.  The  Federal  Reserve 
Hoard  in  February  acknowledged  that 
it  was  "reviewing"  its  regulations  ap- 
plicable to  international  banking  both 
of  U.S.  banks  abroad  and  foreign 
banks  in  the  U.S.  New  regulations  and 
possibly  legislation  are  sure  to  be 
forthcoming  next  year  as  a  result  of 
that  "review." 

At  the  end  of  next  year  all  the  U.S. 
restrictions  on  foreign  lending  and  in- 
vestment are  scheduled  to  end.  These 
restrictions  include  the  Interest  Equal- 
ization Tax,  the  Fed's  Voluntary  ( 
it  Restraint  Program  and  the  Com- 
merce Department's  Office  of  Foreign 
Direct  Investment. 

The  end  of  the  restrictions,  banking 
people  speculate,  points  toward  great- 
ly expanded  business  for  the  al- 
ready dominant  New  York  capital 
market,  diminished  business  for  Lon- 
don and  perhaps  the  dwindling  away 
of  lesser  markets  in  Europe  and  on  is- 
land nations  off  the  U.S. 

Undoubtedly  pressed  and  impressed 


by  the  venturesome  U.S.  banks  in 
their  home  markets  in  the  1960s,  the 
major  banks  of  Europe  have  now  set 
up  agencies  or  branches  in  the  U.S., 
sometimes  in  combination.  European- 
American  Banking  Corp.  is  a  con- 
sortium of  six  of  the  biggest  banks 
in  the  world  from  West  Germany, 
France,  England,  The  Netherlands, 
Belgium  and  Austria.  Formerly  only 
U.S.  banks  could  promise  U.S.  bank- 
ing services  to  prominent  European 
customers.  Now  the  Europeans  are 
"on  the  ground"  in  New  York  and 
California,  getting  a  feel  for  acquisi- 
tion or  investment  opportunities  in 
the  U.S. 

The  giant  Japanese  banks,  too,  are 
firmly  established  in  both  New  York 
and  California.  They  financed  the 
boom  growth  of  Japanese  trade  with 
the  U.S.  Now  they  await  the  ine\  it  able 
growth  of  direct  investments  by  the 
Japanese  in  the  U.S. 

Home  Ground 
Meanwhile,  business  is  not  good  for 

U.S.   banks  in   London   today.   Activity 
in  the  Eurodollar  market  has  lessened 
and   the   competition    lor   business   lias 
increased.  Margins  in  Eurodollar  loans 
have    been    cut    to    what    one    interna 
tional   banker   terms   "the   silly   point/' 
Federal   Reserve  Board  Governor  An- 
drew F.   Brimmer  released   fi^mes  in 
a   speech    in    April   showing   that    Lon- 
don   branches    of    U.S.    banks    earned 
only  0. 1 2'!  on  assets  in  1972.  compared 
with  0.517  lor  the  total  operations  "I 
those    same    banks    and    0.793     for    all 
U.S.     banks.     Brimmer     anticipates     ;i 
"winnowing  out'    ol   smaller  American 
institutions    from     international     bank 
ing.    The   new    and   expensive    London 
offices  of  such  banks  liniilv   driiv    Hiiin 
mer's  assumption,  but  time  will  tell. 
The     same     quest  ions     ol      v  laliililv 
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being  asked  about  U.S.  banks  in  Lon- 
don today  will  one  day  be  asked  of 
foreign  branches  in  the  U.S.  For  when 
the  lending  restrictions  come  off,  a 
certain  consequence  will  be  greater 
use  of  the  U.S.  home  offices  for  in- 
ternational lending  by  U.S.  banks.  U.S. 
banks  at  home,  of  course,  have  the 
availability  of  personal  and  corporate 
deposits  for  lendable  funds.  Foreign 
branches  naturally  are  more  depen- 
dent on  the  money  market  for  their 
funds,  and  are  therefore  more  vulner- 
able to  the  kind  of  margin  squeeze 
that  is  now  going  on  in  the  Eurodollar 
market. 

But  as  with  the  large  U.S.  banks 
in  the  foreign  market,  the  banks  that 
have  set  up  in  the  U.S.  so  far  are 
the  biggest  and  most  sophisticated  in 
their   home    countries.    They    are    al- 


ready credited  with  an  innovation  in 
American  banking:  the  term  market 
in  federal  funds— those  deposits  with 
the  Federal  Reserve  which  banks  sell 
to  each  other.  In  the  traditional  mar- 
ket, big  city  banks  bought  the  federal 
funds  of  smaller  banks  for  overnight 
use.  But  for  about  two  years  now 
the  international  banks  have  created 
a  market  running  to  about  $3  billion 
in  federal  funds  for  30-,  60-  or  90- 
day  terms  at  interest  running  a  full 
percentage  point  and  more  over  the 
traditional  federal  funds  rate,  a  most 
attractive  development  for  the  U.S. 
regional  banks. 

The  likelihood,  too,  is  that  more 
foreigners  will  try  to  get  into  retail 
U.S.  banking  in  order  to  pick  up  de- 
posits. In  California,  foreign  banks— es- 
pecially   the    Japanese    banks— have 


The  Invaders 

Statistics  on  U.S.  assets  of  foreign  banks  are  su 

rprisingly  hard  to  come  by. 

Bureaucratic  inertia  at  both  the  state  and  Federal  Reserve  levels  keeps 

the  figures  secret,  and 

the  banks  themselves,  with  traditions  of  non- 

disclosure  in  their  home 

countries,  prefer  it  that  way.  Forb 

es  called  the 

banks  listed  below  to  ask  for  their  figures.  Some  supplied 

them,  some 

did  not.  Some  of  the  figures  come  from  June  . 

50, 1972  statements  to  state 

banking  authorities  as  reported  by  The  New  York  Times.  Others  are  for 

Dec.  31,  1972  as  reported  by  the  banks  to  Forbes.  World  d< 

jposit  figures 

are  from  The  American  Banker  and  are  as  of  Dec.  31,  1971. 

Deposits 

U.S.  Assets 

Worldwide 

Bank 

(millions) 

(billions) 

Country 

Bank  of  Tokyo 

$3,600 

$  6 

Japan 

Royal  Bank  of  Canada 

2,000 

12.4 

Canada 

Sumitomo  Bank 

1,700 

12.9 

Japan 

European-American 

Bank  &  Trust  and 

Banking  Corp. 

1,300 

48.9 

* 

Credit  Lyonnais 
Commerzbank 

1,200 

13 

France 

1,000 

7.3 

Germany 

Bank  of  Montreal 

830 

9.6 

Canada 

Canadian  Imperial 

Bank  of  Commerce 

803 

11 

Canada 

Fuji  Bank 

754 

12.8 

Japan 

Trade  Development 

Bank  (Republic  Nat'l 

Bank  of  New  York) 

733 

1.3+ 

Switzerland 

Mitsubishi  Bank 

670 

12 

Japan 

Sanwa  Bank 

660 

11.2 

Japan 

Banque  Nationale 

de  Paris 

630 

15.4 

France 

Mitsui  Bank 

602 

8 

Japan 

Bank  of  Nova  Scotia 

590 

6.4 

Canada 

Dai-ichi  Kangyo  Bank 

542 

15 

Japan 

Lloyds  £  Bolsa  Int'l  Bank 

533 

3.6 

England 

Schroders  Ltd. 

527 

1.7 

England 

Tokai  Bank 

480 

8.7 

Japan 

Barclays  Bank 

430 

24 

England 

*  Six  banks  combined.  Countries  on 

Euro-American  are  West  Germany,  France,  Englanc 

,  The  Netherlands, 

Belgium  and  Austria,  t  As  of  Dec.  31 

1972. 

been  successful  at  doing  this.  Bar- 
clays Bank's  attempt  to  acquire  $500- 
million-assets  Long  Island  Trust  Co. 
was  just  such  a  move,  but  it  was 
blocked  by  a  ruling  from  the  New 
York  State  Banking  Department. 

The  New  York  State  ruling  held 
that  Barclays'  great  international  size 
rather  than  its  minuscule  New  York 
presence  was  the  competitive  factor 
to  be  considered  on  Long  Island.  No 
such  thinking  prevented  First  Nation- 
al City  Bank  from  picking  up  Brit- 
ain's Laurentide  Financial  and  turning 
that  base  into  a  series  of  consumer 
finance  companies.  The  New  York 
ruling  on  Barclays  points  to  two  fac- 
tors confronting  foreign  banking  in 
the  U.S.:  the  resentments  of  domes- 
tic banks  and  the  reality  of  U.S.  bank- 
ing regulation. 

The  U.S.  banks'  gripe— with  Wells 
Fargo  Bank's  President  Richard  Coo- 
ley  the  principal  public  gripesman— 
that  they  are  not  allowed  to  branch  in 
more  than  one  state,  as  foreigners  can 
now  do.  They  gripe  that  foreigners 
do  not  have  to  hold  reserves  against 
loans  from  their  home  offices,  as  for- 
eign branches  of  U.S.  banks  are  re- 
quired to  do  by  the  Federal  Reserve. 
The  Americans  complain,  if  quietly, 
that  U.S.  law  prevents  banks  from 
engaging  in  securities  underwriting 
and  other  investment  banking  busi- 
ness. The  foreign  "universal"  banks 
are,  in  fact,  the  financial  department 
stores  the  Americans  have  dreamed  of 
being  for  years.  Several  European 
banks  with  branches  in  the  U.S.  also 
hold  interests  in  securities  firms  that 
they  have  set  up  in  conjunction  with 
other  foreign  partners. 

The  likely  result  of  all  this  griping 
will  be  regulations  by  the  Federal  Re- 
serve Board  more  nearly  equalizing 
conditions  for  all  banks  in  the  U.S., 
regardless  of  nationality.  There  will 
inevitably  be  some  loosening  of  do- 
mestic restrictions,  tightening  on  the 
foreigners'  operations. 

Here's  the  Pitch 

Look  for  foreign  and  U.S.  institu- 
tions, too,  to  advertise  their  world- 
wide expertise  a- id  ability  to  place 
money  wisely  in  German,  Japanese, 
French,  English  and  U.S.  markets. 
Claims  John  La  Grua,  an  American 
who  heads  up  UBS-DB  Corp.,  an  in- 
vestment banking  subsidiary  of  the 
$9-billion-assets  Union  Bank  of  Swit- 
zerland and  the  $14-billion  Deutsche 
Bank:  "We  bring  to  investing  the  pa- 
tience of  the  Swiss  and  Germany's  in- 
dustrial capability." 

If  Americans  find  this  invasion  dis- 
quieting, just  remember  the  rest  of  the 
world  has  been  absorbing  the  same 
thing  from  U.S.  bankers  and  securities 
salesmen  for  years.  ■ 
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Across  The  Water 


As  Procter  &  Gamble's  invasion  of  Europe  gathers  momentum, 
there  are  some  very  nervous  competitors  these  days. 


So  Procter  &  Gamble  is  a  great  com- 
pany: That's  agreed.  But  given  its 
huge  size,  how  long  can  the  giant 
soap-and-grocery  products  company 
continue  to  turn  out  the  13%  average 
annual  earnings  gains  that  it  has  been 
producing  over  the  past  five  years? 

After  all,  by  now  P&G's  annual 
sales  are  fast  approaching  the  $4- 
billion  mark.  It  already  dominates  the 
U.S.  soap  and  detergent  markets  and 
has  a  strong  foothold  in  paper  prod- 
ucts and  specialty  foods. 

Under  these  circumstances,  how 
much  faster  than  the  economy  can  a 
company  like  P&G  grow?  For  the 
answer,  look  to  Europe.  P&G  is  al- 
ready big  there,  but  not  so  big  as  in 
the  U.S.  There  is  an  excellent  chance 
that  as  the  U.S.  growth  rate  slackens, 
P&G  can  make  it  up  in  Europe. 

The  tale  of  P&G  in  Europe  is  a 
curious  one.  "Before  World  War  II, 
the  heads  of  this  company  had  feel- 
ings of  insecurity  about  Europe,"  ex- 
plains P&G  Chairman  Howard  J.  Mor- 
gens.  "They  just  didn't  want  to  get 
very  deeply  into  the  Continent."  By 
and  large,  P&G  left  Europe  to  its  big 
rivals,  Colgate  and  Unilever.  P&G  was 
strong  only  in  Britain  and  a  few  other 
spots  throughout  the  world. 


Under  Morgens,  head  man  at  P&G 
since  1957,  P&G  has  been  making  up 
for  lost  time.  By  1968  he  had  pushed 
foreign  sales  up  close  to  $500  million, 
19%  of  total  sales.  Last  year  they  ap- 
proached $1  billion,  about  28%.  Profits 
overseas,  only  $11.4  million  in  1957, 
hit  $76.5  million  last  year,  more  than 
27%  of  P&G's  total.  In  fact,  P&G  made 
more  money  in  its  overseas  operations 
last  year  than  rival  Colgate  earned 
worldwide. 

The  Big  Crunch 

In  its  overseas  expansion,  P&G 
moved  slowly,  but  it  did  not  move 
gently.  Its  relentless  drive  into  the 
rich  Continental  market  has  left  its 
big  competitors  battered  and  bruised. 
From  almost  nothing  in  1955,  P&G 
now  has  the  top-selling  detergents 
in  France  and  Italy.  Throughout  most 
of  the  Continent  and  in  Britain,  P&G 
is  already  No.  Two  in  total  sales  of 
detergents  and  soaps.  Colgate  still 
clings  to  top  position  in  France  and 
Italy,  as  does  Henkel  in  Germany  and 
Unilever  in  Britain.  But  in  every  case 
P&G  has  shoved  a  rival  from  second 
place  to  third  position. 

And  so  far,  P&G's  push  into  Europe 
has  been  limited  chiefly  to  soap  and 


detergents.  P&G  is  a  company  that 
believes  in  taking  one  step  at  a  time. 
Its  invasion  of  Europe  was  typical. 

In  first  moving  into  Europe,  it  set 
about  recruiting  and  training  man- 
agers. "We  didn't,"  says  Morgens, 
"want  to  go  faster  than  we  could  get 
people  to  develop  and  manage  the 
business."  Europeans  were  hired, 
shipped  back  to  Britain,  Canada  and 
the  U.S.  for  extensive  training  in 
P&G's  marketing  methods.  The  com- 
pany also  made  it  worthwhile  for  some 
of  its  brighter  American  managers  to 
move  into  the  international  division. 
One  of  the  early  recruits,  Executive 
Vice  President  William  R.  Gurganus, 
engineered  P&G's  move  into  Germany, 
and  now  ranks  as  the  No.  Three  man 
at  P&G  behind  Morgens  and  Presi- 
dent Edward  G.  Harness. 

In  going  up  against  established  com- 
petitors, P&G  never  used  price-cutting 
as  a  weapon.  That's  simply  not  the 
way  it's  done  in  the  soap  business.  In- 
stead, P&G  used  its  tried-and-true 
formula  from  the  U.S.  First,  long, 
careful  market  testing,  then  heavy 
television  advertising  and  sales  promo- 
tion at  the  point  of  sale.  It  flooded  new 
markets  with  free  samples  and  pfen- 
nigs- and  francs-off  coupons.  P&G 
simply  wore  the  competition  down. 

In  Germany  Morgens  knew  he  was 
going  to  have  a  tough  fight  with 
Henkel.  P&G  delayed  entering  Ger- 
many until  1960.  It  later  perfected 
an  enzyme  detergent.  The  new  prod- 
uct,  which   lifts   protein-based   stains 


Missing  Leg 


dark  Oil  has  two  of  the  three  elements  needed  to  prospect 
in  today's  oil  industry.  Can  it  manage  the  third? 


Owen  L.  Hill's  cup  should  be  run- 
ning over.  His  Clark  Oil  Co.  jumped 
sales  last  year  by  20%  (to  $279  mil- 
lion), and  more  than  doubled  earn- 
ings from  the  depressed  level  of  1971 
to  $1.17  a  share.  In  1973's  first  quar- 
ter sales  surged  another  20%,  while 
earnings  at  68  cents  a  share  were  over 
six  times  those  of  1972's  first  quarter. 

Clark  has  a  lot  going  for  it.  Its 
midwestern  gasoline  stations  are  big 
stripped-down,  no-serviee  jobs,  and 
they  sell  at  a  slight  discount  from  the 
prices  charged  by  the  majors.  More 
and  more  customers  are  choosing 
price  over  service.  Unlike  other  so- 
called  independents,  Clark  does  not 
get  its  gasoline  from  major  oil  com- 
panies that  can't  sell  everything  they 
refine.  Clark  has  its  own  refineries,  and 
they  serve  a  compact  area.  A  good 
thing,  too,  because— with  the  energy 


crisis— the  majors  no  longer  have  much 
gasoline  to  sell  to  other  marketers. 

However,  Clark's  cup  is  not  quite 
running  over.  Chairman  Hill  has  a 
big  fat  problem.  Refineries  he  has, 
but  he  lacks  oil  wells  to  supply  them. 
Clark  buys  nearly  every  drop  of  the 
107,000  barrels  a  day  it  refines.  "We 
get  our  crude  by  bidding  in  world 
markets,"  says  Hill,  adding,  "our  big- 
gest problem  is  getting  enough  crude." 

This  year  Clark  is  buying  55,000 
barrels  a  day  from  Canada,  35,000 
from  North  Africa  and  the  balance 
domestically.  Clark's  sales  prospects 
are  great,  but  its  supply  prospects  are 
murky.  Hill  knows  he  cannot  hope  to 
get  more  from  the  U.S.  or  Canada, 
whose  production  is  down;  in  fact,  he 
faces  possible  cutbacks  from  Canada, 
whose  government  is  concerned  about 
saving  oil  for  its  own  needs. 


Hill  has  a  further  headache  in  bid- 
ding for  his  oil.  His  refineries  can  run 
only  sweet  (low-sulphur)  crude,  and 
the  only  such  crude  available  to  him 
overseas  is  from  Libya,  Algeria  and 
Nigeria.  Libyan  and  Nigerian  oil  is 
owned  by  major  oil  companies;  Al- 
gerian oil  by  the  government. 

Hill  is  counting  on  the  Arab  gov- 
ernments. First,  he  believes  the  par- 
ticipation crude,  the  25%  share  the 
Organization  of  Petroleum  Exporting 
Countries  have  taken  for  themselves, 
will  be  made  available  to  refiners  like 
Clark.  "Those  governments  will  want 
to  spread  out  and  sell  that  crude  to 
others,"  he  says.  If  so,  he  believes 
he  will  have  the  advantage  over  big 
bidders  because  the  sellers  will  find 
it  easier  to  fill  a  200,000-barrel  older 
rather  than  a  2-inillion-hanel  one. 

Will  Hill  succeed  in  bidding  against 
major  oil  companies  for  the  crude 
he  wants?  If  he's  right,  he  will,  hut 
at  what  price?  First,  about  two-thirds 
of    U.S.    refineries    must    use    sweet 

crude,   so  bidding  for  such  oil    is  sure 
to  be  spirited.  Clark  is  vulnerable  on 

this   score.    A   price   Increase   means 
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P&G's  laiest  move  abroad:  the  Japanese  soap  market,  the  largest  outside 
the  U.S.  On  tap  next:  to  extend  its  other  business  into  foreign  markets. 


more  easily  than  nonenzyme  deter- 
gents, caught  Henkel  napping.  Even- 
tually P&G  walked  away  with  a  large 
part  of  the  German  market.  Henkel 
responded  by  reformulating  its  Persil 
detergent  and  stepping  up  its  adver- 
tising and  sales  promotion,  and  the 
two  have  been  fighting  a  virtual  stand- 
off ever  since.  The  effort  cost  P&G  de- 
clines in  its  international  profits  in 
1963  and  1964,  but  the  biggest  loser 
was  Unilever.  The  big,  often  sluggish 
Anglo-Dutch  firm  lost  market  share 
to  both  Henkel  and  P&G. 


P&G's  latest  move  was  into  Japan. 
Last  August  it  formed  a  joint  venture 
with  Nippon  Sunhome  Co.  of  Osaka 
to  produce  and  sell  soap  and  house- 
hold cleaning  products.  Again  P&G 
moved  cautiously,  studying  and  talk- 
ing for  more  than  two  years  before 
beginning  formal  negotiations. 

P&G  will  continue  to  move  slowly 
in  Japan,  since  it  is  again  faced  with 
strongly  entrenched  competition,  such 
as  Lion  and  Kao.  It  will  provide  its 
technical  and  marketing  expertise  to 
Sunhome,    while    adding    a    line    of 


P&G  products  beside  the  existing  Sun- 
home brands. 

Japan  aside,  it  is  to  Europe  that 
P&G  looks  over  the  next  few  years  for 
its  fastest  and  most  significant  growth. 
P&G  still  remains  No.  Two  to  Colgate 
in  France  and  Italy.  In  short,  as  far 
as  P&G  is  concerned,  there  is  still 
market  share  there  for  the  getting. 

Variety  at  Home 

In  the  U.S.  P&G  gets  a  full  45%  of 
its  volume  from  outside  the  traditional 
soap-and-detergent  market.  It  is  in- 
creasingly big  in  toiletries,  such  as 
Crest  toothpaste  and  Secret  deodor- 
ant; in  coffee  (Folger's);  in  paper 
products  (toilet  paper,  kitchen  tow- 
els, etc.);  and  in  specialty  food  prod- 
ucts (Duncan  Hines  cake  mixes). 
In  none  of  these  lines  has  P&G  yet 
made  a  major  move  to  the  continent 
of  Europe.  When  will  it  move? 

"We  don't  like  to  tell  anyone  what 
we  are  going  to  do,"  replies  Gurganus. 
Forbes  cited  the  fact  that  P&G  had 
recently  bought  a  smallish  Italian  cof- 
fee company.  Was  this  the  first  step  of 
a  far  bigger  move  into  that  field  in 
Europe? 

"That's  a  logical  conclusion,"  said 
Gurganus. 

So,  to  the  question— where  is  Proc- 
ter &  Gamble's  growth  coming  from? 
—there  is  an  obvious  answer:  Europe 
now,  Japan  later. 

Judging  from  the  record,  that's  good 
news  for  P&G  stockholders.  It  is  bad 
news  for  P&G  competitors.  ■ 


Three's  A  Crowd.  Clark  says  that  requiring  a  lead-free  gas  would  force  it 
to  sell  a  third  gasoline  grade,  so  it  is  appealing  to  the  EPA. 


more  to  it  than  it  does  to  a  big  oil 
company.  Each  25  cents  more  per 
barrel  costs  Clark  $1.35  a  share.  A 
25-cent  increase  (only  6%)  on  its  over- 
seas crude  alone  costs  Clark  45  cents 
a  share.  That's  leverage. 

Hill  is  counting  on  the  U.S.  Gov- 
ernment to  allow  higher  product 
prices  if  his  crude  costs  do  soar;  a 
penny  a  gallon  on  gasoline  is  worth 
$1.70  per  share  to  Clark-the  lev- 
erage cuts  both  ways.  "There  is  no 
way  this  industry  can  go  on  without 
good  refining  margins,"  Hill  argues. 
But  this  means  that  Clark  is  caught 
between  Arab  potentates  on  the  one 
hand  and  the  U.S.  Government  on 
the  other.  The  Arabs  are  unpredict- 
able. And  the  U.S.  has  already 
slapped  price  controls  on  gasoline. 

Owen  Hill  and  his  company  have 
been  in  trouble  before.  After  all,  Clark 
was  built  from  a  shoestring  against 
strongly  entrenched  competition,  and 
as  recently  as  1971  Clark  was  man- 
gled when  the  majors  got  into  a  price 
war.  Getting  out  of  the  current  bind 
will  take  real  finesse,  but  Owen  Hill 
just  may  pull  it  off.  ■ 
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Kellogg:  Target  for  Today 


On  the  numbers  alone,  Kellogg  Is  a  dream  company. 

But  in  the  real  world 

it  is  facing  serious  problems. 


Anyone  svho  looks  only  at  the  an- 
nual reports  would  never  suspect  that 
Kellogg  is  a  company  with  problems. 
Or  that  Kellogg's  problems  are  prob- 
lems that  may  some  day  beset  many 
another  company  with  equally  glow- 
ing sales,  earnings,  market  share  and 
return  on  equity.  The  company's  very 
success  has  made  it  a  target  for  con- 
sumer groups,  nutritionists  and  gov- 
ernment agencies. 

Along  with  the  rest  of  the  ready- 
to-eat  cereal  industry,  Kellogg  was  the 
subject  of  hearings  by  the  Consumer 
Subcommittee  of  the  Senate  Commit- 
tee on  Commerce  in  1970  and  again 
last  year.  In  the  U.K.,  where  it  boasts 
50%  to  60%  of  the  market,  the  Mo- 
nopolies Commission  has  ruled  that 
Kellogg  cannot  raise  prices  despite 
rapidly  rising  costs  unless  Her  Ma- 
jesty's government  approves.  And  in 
the  U.S.,  the  Federal  Trade  Commis- 
sion has  filed  a  complaint  against 
Kellogg  and  three  other  manufactur- 
ers of  dry  cereals— General  Mills,  Gen- 
eral Foods  and  Quaker  Oats— charg- 
ing them  with  monopolistic  practices. 
In  the  ordinary  sense  of  the  word, 
Kellogg  is  not  a  monopoly.  It  has  an 
estimated  43%  of  the  market  in  the 
U.S.;  the  other  three  divide  45%  to 
50%.  But  if  the  FTC  prevails,  Kellogg 
and  the  others  may  be  judged  a  shared 
monopoly-  with  fearsome  implications 
for  many  other  manufacturers  of 
branded  goods. 

Commit  Suicide? 

Children  cry  for  Kellogg's  Corn 
Flakes  in  156  countries  in  nobody  has 
ever  counted  how  many  languages; 
Kellogg  sells  2.3  billion  packages  of 
corn  flakes  and  other  dry  cereals  a 
year.  Its  history  is  a  history  of  steady 
growth.  Year  after  year,  sales  have 
kept  rising,  not  spectacularly— 8%,  9% 
a  year— but  steadily  to  $699  million 
last  year.  Over  the  years,  the  stock- 
holders have  enjoyed,  on  the  average, 
a  23%  return  on  equity.  They  also 
have  enjoyed  unusually  high  dividends 
for  a  growth  company,  52  cents  last 
year  (62.7%  of  earnings,  up  from  19 
cents  in  1962).  Despite  this,  Kellogg 
generates  so  much  cash  it  has  always 
been  able  to  finance  expansion  with- 
out going  into  debt.  It  will  spend  $40 
million  this  year,  all  from  cash  flow. 

In  the  first  quarter  of  this  year, 
sales  were  up  24.8%  and  profits  15%. 
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Derision: 

Nutritionist  critics 

of  dry  cereals 

have  scored  points, 

not  only  in  the  U.S., 

but  in  Canada  and 

the  U.K.  Some 

of  the  newspaper 

cartoons  have  been 

funny.  Others  have 

been  almost  vicious. 


According  to  E.J.  (Jim)  Swan,  finan- 
cial vice  president,  dividends  should 
reach  54  cents  this  year.  Yet  Kel- 
logg's brass  is  still  worried. 

Of  all  the  attacks,  the  FTC  com- 
plaint raises  by  far  the  greatest 
threat.  The  FTC  wants  the  four  com- 
panies to  break  up  their  cereal  op- 
erations, divesting  themselves  of  as- 
sets, including  plants,  "for  the  forma- 
tion of  new  corporate  entities."  It  also 
wants  the  companies  to  license  "exist- 
ing and  future  brands  or  trademarks 
on  a  royalty-free  basis  for  a  specified 
period  of  time."  This  would  hurt  all 
four  companies,  but  for  Kellogg  it 
would  mean  death.  The  others  are 
highly  diversified,  getting  only  a  frac- 
tion of  their  revenues  from  dry  cereals 
(in  Quaker  Oats'  case,  8%).  Kellogg 
derives  about  80%  of  its  revenues  from 
dry  cereals.  The  FTC  is  asking  Kel- 
logg to  cut  off  its  arms  and  legs  and 
then  commit  suicide. 

How  serious  is  the  FTC  suit?  Under 
a  generally  pro-business  administra- 
tion it  might  easily  be  shunted  aside. 
But  Watergate  may  well  have 
changed  the  atmosphere. 


Beyond  the  dry-cereal  industry,  the 
FTC  complaint  has  serious  implica- 
tions for  other  consumer  industries. 
Says  J.E.  (Joe)  Lonning,  Kellogg's 
president  and  chief  executive  officer: 
"We  believe  every  businessman  should 
be  concerned  about  what  the  FTC  is 
doing.  If  the  courts  uphold  the  FTC, 
that  will  set  a  precedent."  Professor 
Jesse  Markham  of  the  Harvard  Busi- 
ness School,  former  chief  economist 
for  the  FTC,  agrees.  "Along  with 
cereals  and  soaps  and  detergents,"  he 
says,  "I  think  it  will  affect  proprietary 
drugs,  toothpaste,  anything  that  is 
marketed  in  the  same  way." 

One  has  only  to  read  the  FTC  com- 
plaint to  understand  why.  Among 
other  things,  the  FTC  charges  that 
"meaningful  price  competition  does 
not  exist  in  the  RTE  [ready-to-eat] 
cereal  market."  This,  of  course,  is  true. 
Mothers  buy  one  dry  cereal  in  prefer- 
ence to  another  because  their  children 
have  learned  about  it  from  watching 
television  and  are  clamoring  for  it. 
Once  the  children  cat  the  cereal  and 
decide  they  like  it,  they  clamor  lor 
more.   Advertising,   not  prices,   is  the 
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key  to  sales.  Last  year  Kellogg  spent 
around  $31  million  advertising  its 
cereals. 

The  FTC,  in  fact,  is  especially  in- 
censed at  cereal  advertising.  It  says: 
"Respondents'  RTE  cereals  do  not  en- 
able children  to  perform  the  physical 
activities  represented  or  implied  in 
their  advertisements." 

Nor  does  the  FTC  like  the  "pro- 
fusion of  RTE  cereal  brands.  During 
the  period  1950  through  1970,"  it 
says,  "approximately  150  brands,  most- 
ly tradeniarked,  were  marketed 
by  respondents.  .  .  .  Respondents  have 
used  advertising  to  promote  trade- 
marks that  conceal  the  true  nature 
of  the  product. 

"Respondents  artificially  differenti- 
ate their  RTE  cereals.  Respondents 
produce  basically  similar  RTE  cereals 
and  then  emphasize  and  exaggerate 
trivial  variations.  .  .  .  Respondents  al- 
so use  premiums  to  induce  purchases 
of  RTE  cereals." 

Finally,  the  FTC  declares  that 
"respondents  .  .  .  have  erected,  main- 
tained and  raised  barriers  to  the  en- 
try   to    the     RTE     market     through 


unfair  methods  of  competition.  .  .  ." 
The  complaint,  in  effect,  names 
Kellogg  as  the  leader  of  the  alleged 
oligopoly.  It  says:  "Kellogg  is  the 
principal  supplier  of  shelf-space  ser- 
vice for  the  RTE  cereal  sections  of 
retail  grocery  outlets.  Such  services 
include  the  selection,  placement  and 
removal  of  RTE  cereals  and  alloca- 
tion of  shelf  space  for  RTE  cereals  to 
each  respondent  and  to  other  RTE 
cereal  producers." 

Ponder  for  a  moment  the  implica- 
tions of  this  case.  They  strike  at  the 
foundations  of  many  of  the  most  con- 
sistently profitable  companies  in  the 
U.S.  Companies  that,  like  Kellogg,  are 
dominant  but  not  monopolistic  com- 
panies, that  maintain  a  strong  con- 
sumer franchise  by  superior  advertis- 
ing power  and  by  their  ability  to  grab 
a  major  share  of  scarce  supermarket 
shelf  space. 

"It's  Good  Business" 

Kellogg's  alleged  control  over  shelf 
space  is  a  key  element  in  the  FTC 
charge.  President  Joe  Lonning  says 
that   Kellogg   does    make   surveys   of 


how  much  of  each  dry  cereal  brand  is 
sold  in  every  area  of  the  U.S.  On 
that  basis,  Kellogg  does  make  sugges- 
tions to  supermarket  chains  and  su- 
permarket managers  on  how  much 
shelf  space  to  allocate  to  each  brand 
and  where  to  place  them.  Asked, 
"Doesn't  Kellogg's  dominant  share  of 
the  market  make  these  suggestions, 
in  effect,  orders?"  he  replies:  "No. 
They  don't  have  to  accept  our  sug- 
gestions. We  put  no  pressure  on  them. 
Most  of  them  do  because  they  realize 
it's  good  business." 

Shelf  space  is  an-important  in  the 
supermarket  business.  Scores  of  sur- 
veys have  shown  that  products  dis- 
played at  eye  level  in  heavy  traffic 
aisles  will  sell  better  than  products 
displayed  elsewhere. 

What  the  dry-cereal  manufacturers 
are  accused  of  doing  has  long 
been  standard  operating  procedure 
throughout  U.S.  industry.  Price  com- 
petition doesn't  exist  in  the  cigarette 
industry.  Or  the  detergent  industry. 
Or  the  proprietary  drug  industry,  for 
that  matter.  Few  people  buy  a  par- 
ticular  brand   of   toothpaste   because 
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it's  a  couple  of  cents  cheaper  than 
other  brands.  They  buy  the  brand 
they  prefer. 

The  proliferation  of  brands  also  is 
a  commonplace.  There  is  Fud.  There 
is  the  New  Fud.  There  is  the  New 
New  Fud.  There  is  Superfud.  And 
there  is  the  New  Superfud.  All  the 
products  are  basically  the  same.  All 
are  sold  by  TV,  just  like  dry  cereals. 

Kellogg  was  among  the  first  com- 
panies in  the  U.S.  to  supply  shelf- 
space  service,  but  it's  not  the  only 
company.  Philip  Morris,  Campbell's, 
Procter  &  Gamble,  General  Foods  and 
Coca-Cola,  to  name  just  a  few,  also 
do,  though  not  in  exactly  the  same 
way.  Says  a  former  P&G  employee: 
"In  some  ways,  P&G  is  more  overt  in 
using  its  muscle  than  Kellogg,  in  oth- 
ei  ways,  more  subtle.  They're  more 
subtle  in  their  approach  to  chain 
management,  and  much,  much  more 
overt  in  their  dealings  with  the  in- 
dividual stores.  A  salesman  will  tell 
the  manager  his  shelves  are  a  mess 
and  why  doesn't  he  let  the  salesman 
fix  them.  The  manager  probably  will, 
and  the  salesman  will  arrange  the 
shelves  in  P&G's  favor." 

There's  even  a  name  for  the  prac- 
tice. It's  called  "space  management." 
Says  an  expert  on  the  subject:  "Sell- 
ing has  gotten  to  the  point  where  you 
have  to  try  and  help  the  retailer  and 
you  get  together.  You  say,  'Look,  here 
are  ways  we  both  can  make  money.' 
You  can't  screw  your  competitors  be- 
cause the  retailer  knows  what  he 
sells  in  his  store." 

The  FTC's  Aim 

What  are  the  FTC  lawyers  driving 
for  in  the  dry-cereal  case?  Among 
those  with  knowledge  of  the  FTC's 
philosophy,  there  is  general  agree- 
ment: It's  to  make  dry  cereals  a  com- 
modity. The  same  thing  could  hap- 
pen to  other  branded  products.  Right 
now,  the  name  "Rice  Krispies"  is  the 
property  of  Kellogg;  the  name 
"Wheaties"  of  General  Mills.  If  the 
courts  uphold  the  FTC,  anyone  will 
be  able  to  put  out  a  product  that 
looks  and  tastes  like  Rice  Krispies  and 
has  the  same  ingredients  and  call  it 
by  that  name.  There  can  be  a  Smith's 
Rice  Krispies,  a  Jones'  Rice  Krispies, 
an  O'Reilly's  Rice  Krispies,  not  only  a 
Kellogg's  Rice  Krispies. 

The  FTC  believes  this  will  make 
for  price  competition.  Perhaps  it  will, 
but  nobody  really  knows. 

What  chance  does  the  FTC  have 
of  persuading  the  courts  to  uphold 
its  complaint?  On  this,  experts  on  an- 
titrust laws  are  guarded,  for  one 
thing,  because  the  complaint  has  not 
been  fleshed  out  with  facts,  for  an- 
other, because  the  complaint  has  a 
couple  of  unusual  aspects. 


First,  Kellogg  and  the  other  three 
companies  are  charged  not  with  con- 
spiring to  fix  prices  but  with  being  an 
oligopoly  that  simply  fails  to  engage 
in  price  competition.  This  is  a  concept, 
the  legal  experts  say,  on  which  there 
is  no  clear  precedent.  No  conspiracy. 
Just  an  existential  situation. 

Second,  the  objection  to  Kellogg's 
space  management.  Again,  says  a  for- 
mer Justice  antitrust  lawyer,  "There's 
no  precedent  that  can  be  applied  to 
a  company  that  sets  not  only  its  own 
space  but  space  generally." 

Third,  the  demand  that  Kellogg  and 
the  other  companies  make  their  trade- 
marks available  to  all  comers  with- 
out fee.  There  is  a  precedent  for  this 
in  private  trademark  litigation,  says  a 
leading  professor  of  law.   Companies 


Accident 


One  of  the  ironies  of  the  situation  in 
which  Kellogg  now  finds  itself  is  that 
corn  flakes,  the  dry  cereal  that  started 
the  company  on  its  way  and  still  the 
leading  dry  cereal,  was  invented  as 
a  health  food. 

W.K.  (William  Keith)  Kellogg's 
older  brother,  John  Harvey,  was  a 
physician.  He  also  was  a  Seventh  Day 
Adventist.  Seventh  Day  Adventists  do 
not  drink  coffee,  tea  or  hard  liquor; 
they  do  not  smoke;  most  important 
of  all  in  the  history  of  the  Kellogg 
Co.  and  the  dry  cereal  industry  gen- 
erally, they  do  not  eat  meat. 

As  chief  surgeon  and  superinten- 
dent of  the  Seventh  Day  Adventist 
sanitarium  in  Battle  Creek,  Mich., 
Dr.  Kellogg  built  a  laboratory  to  de- 
vise ways  of  making  vegetarian  foods 
more  palatable  as  well  as  more 
digestible  for  his  patients.  One  day, 
attempting  to  devise  a  dextrinized 
bread,  he  placed  a  sample  of  boiled 
wheat  on  a  baking  tin.  Called  away 
for  an  emergency  operation,  he  re- 
turned to  find  it  baked.  He  and  W.K., 
the  sanitarium's  bookkeeper,  ran  it 
through  a  roller  and  it  came  out  in 
the  form  of  flakes.  Almost  by  accident, 
the  brothers  had  discovered  the  prin- 
ciple of  tempering  grains. 

Out  of  wheat  flakes  were  born 
corn  flakes  and  rice  flakes.  The  patients 
loved  them  and  after  they  left  the 
sanitarium  they  kept  writing  for  more. 

Dr.  Kellogg  sold  the  rights  to  W.K., 
who  established  a  small  plant  to  make 
the  flakes  in  1906.  W.K.  did  not  be- 
lieve in  the  old  adage  about  building 
a  better  mousetrap.  He  devoted  two- 
thirds  of  his  first  budget  to  advertis- 
ing. That  has  always  been  the  Kel- 
logg way.  When  the  Depression  struck, 
W.K.  told  his  executives:  "Double  the 
advertising  budget.  This  is  the  time  to 
spend  more  money  on  advertising." 


have  brought  suit  to  make  a  trade- 
mark public  property  on  the  grounds 
that  it  has  acquired  "a  secondary 
meaning."  And  they  have  won.  A  not- 
able example  is  cellophane.  Originally, 
nobody  could  call  a  product  cello- 
phane except  du  Pont.  Now,  anyone 
can  do  so  if  the  product  is  essentially 
the  same. 

Civil  antitrust  suits  have  set  prece- 
dents for  government  action  in  other 
cases.  Right  now,  Eastman  Kodak  is 
facing  three  such  suits,  in  which  the 
remedies  sought,  if  not  all  the  charges, 
are  quite  similar  to  what  the  FTC 
wants  in  the  dry-cereal  ease.  In  one 
suit,  GAF  Corp.  is  asking  that  East- 
man Kodak  be  divided  into  ten  sep- 
arate companies.  It  wants  the  com- 
pany's trademark,  Kodak,  made  public 
property.  And  it  demands  triple  dam- 
ages for  alleged  monopolistic  acts. 
Bell  &  Howell  and  Berkey  Photo,  Inc. 
are  the  other  two  companies  that  have 
filed  suits  against  Eastman  Kodak. 

Consumer/sfs'  Complaints 

The  FTC  assault  on  the  dry-cereal 
industry,  while  a  deadly  threat,  is  not 
an  immediate  one.  Meanwhile,  the 
industry  has  the  rising  tide  of  con- 
sumerism to  cope  with,  a  tide  already 
strong  enough  to  force  the  Senate 
Committee  on  Commerce  to  conduct 
hearings. 

The  industry  even  has  a  Ralph 
Nader,  Robert  B.  Choate  Jr.,  chairman 
of  the  Council  on  Children,  Media  & 
Merchandising.  A  self-taught  nutri- 
tionist, Choate  has  been  attacking  the 
industry  on  the  grounds  that  most  dry 
cereals  have  little  nutritive  value  and 
cost  too  much  for  the  nutrients  they 
do  provide.  Choate  claims  to  have 
forced  the  dry-cereal  industry  to  im- 
prove the  nutritive  value  of  its  prod- 
ucts, a  claim  that  Kellogg  officials 
scoff  at.  Says  William  E.  LaMothe, 
executive  vice  president:  "Nutrition 
has  been  a  driving  force  behind  our 
company  since  its  founding." 

Kellogg  officials  say  that  Choate,  in 
his  attacks  on  dry  cereals,  overlooks 
a  basic  fact:  Most  people  eat  them 
with  milk,  and  many  with  fruit— sliced 
bananas,  strawberries.  No  one  can 
talk  about  the  nutritive  value  of  dry 
cereals  without  taking  this  into  ac- 
count, they  insist.  And  besides,  the) 
say,  cereals  have  never  been  promoted 
as  a  complete  diet. 

Presweetened  dry  cereals  are  a  par- 
ticular target  of  the  consunierists. 
who  claim  they  are  just  .is  bad  l"i 
children's  teeth  as  is  eating  candy  for 
breakfast.  Kellogg  points  out  tli;il 
normally  children  dump  sugar  on  un- 
sweetened cere. lis.  In  rejoinder,  the 
consiuiiei  ists  point  out  that  mam 
children  do  eat  presweetened  cereals 
as  candy. 


26 


FORBES,   JUNE    1,    1973 


Some  people  think  this  is  the  only  thing  Baltimore 
has  to  offer. 


/ 


/ 


The  Baltimore  and  Ohio  Railroad  has 
been  a  vital  part  of  Baltimore  since  1 827. 
That  heritage  is  preserved  in  the  B&O 
Transportation  Museum . .  .the  most 
extensive  locomotive  collection  in 
the  world. 

In  1 973,  business  and  industry  are 
finding  Baltimore's  transportation  story 
more  impressive  than  ever. 

Baltimore  is  located  in  the  middle  of 
the  East  Coast.  On  the  Atlantic  trade 
routes  to  the  world.  Within  48-hour 
bulk  delivery  range  of  over  half  the 


nation's  population  and  industry. 

And  whether  your  goods  travel  by 
rail  or  highway,  they  can  reach  the 
industrial  Midwest  faster  than  from  any 
other  seaboard  city. 

Discover  all  of  Baltimore's  competitive 
advantages.  Fill  out  the  coupon  and 
we'll  fill  you  in. 
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PIVOT  POINT  OF  THE  EAST  COAST 
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After  considering  the  alternatives,  top  management  at  Saks  Fifth  Avenu 


So  shortly  thereafter,  they  came  to 
Bankers  Trust. 

And  we  fixed  them  up  with  the  latest 
addition  to  our  Account  Reconcilia- 
tion Service  for  companies: 

Check  Retention. 

Instead  of  using  expensive  office 
space  as  a  check-room  for  their  checks, 


we  store  the  checks.  On  microfilm. 

Instead  of  sending  out  search  parties 
to  retrieve  a  check,  we  find  it  for  them. 
And  then  mail  them  a  photocopy  with- 
in 48  hours. 

Instead  of  tearing  their  hair  out 
worrying  about  losing  important 
checks,  we  see  to  it  that  they  have 


absolutely  nothing  at  all  to  worry  abou  t 
Naturally,  these  "insteads"  save  Saks 

Fifth  Avenue  time  and  money.  Not  to 

mention  a  few  migraines  to  boot. 
And,  if  you  issue  25  thousand  chocks 

or  more  a  year,  they  can  save  the  same 

things  for  you. 

Our  charges  are  surprisingly   low 
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iecided  that  a  more  efficient  method  of  check  retrieval  might  be  in  order. 


)ur  reliability,  on  the  other  hand,  is 
stronomical:  We've  never  failed  to 
ome  up  with  a  photocopy  when  a  cus- 
omer  asked  for  it  — and  we  handled 
tver  twelve  million  checks  last  year! 

Quite  frankly,  just  about  every  ma- 
or  bank  can  reconcile  your  checking 
ccount.  (Us  better  than  most,  we  feel. 


But  that's  an  entire  ad  in  itself.)  Very 
few  banks,  however,  can  retrieve  your 
checks  for  you. 

And  that's  what  really  sets  us  apart 
from  most  banks. 

If  any  of  this  sounds  interesting, 


write  or  call  Pat  McAndrew,  Vice  Pres- 
ident, Bankers  Trust  Company,  1775 
Broadway,  New  York,  N.Y.  10019,  area 
code  (212)  692-2250. 

Or  get  in  touch  with  your  Bankers 

Trust  representative. 


You'll  find  Check  Retention  at  Bankers  Trust 

Member  Federal  Deposi!  Insurance  Corporation     ©Bankers  Trust  Company 


The  product  manager  for  DuPont  Lucite'paints 
estimates  that  the  average  business  letter  costs  two 
to  three  times  as  much  as  the  average  Long  Distance 
call  and  doesn't  accomplish  half  as  much. 


The  dry-cereal  television  commer- 
cials aimed  at  children  also  have  come 
under  attack.  Action  for  Children's 
Television  has  said:  "The  adver- 
tiser .  .  .  uses  all  the  wiles  of  trick 
photography,  fantasy,  animation  and 
promises  of  'free  gifts'  and  'surprises' 
to  sell  his  cereal  to  children.  Of 
course,  the  sell  is  easy;  children  still 
believe  what  they  are  told.  .  .  . 

"The  parent  is  naturally  caught  in 
the  middle.  .  .  .If  the  parent  refuses 
to  buy  a  cereal,  the  child  is  unhappy; 
if  the  parent  buys  the  cereal,  the 
child  is  usually  disappointed  with  the 
promised  'free  gift'  and  .  .  .  blames  the 
parent." 

So  far,  consumerism  has  not  visibly 
hurt  sales  of  dry  cereals  in  the  U.S. 
On  the  contrary,  consumption,  which 
had  been  on  a  plateau  for  several 
years,  last  year  inexplicably  rose  by 
6.8%,  says  Financial  Vice  President 
Swan.  However,  Kellogg  officials  are 
well  aware  that  Nader's  attacks  on 
the  auto  industry  didn't  have  any  im- 
mediate effect,  either.  They  are  no 
more  complacent  about  the  consumer 
movement  than  they  are  about  the 
FTC  complaint. 

Change  in  Policies 

Among  other  things,  they  have 
changed  their  public  relations  policy. 
In  years  past,  Kellogg  rarely  saw  any 
reason  to  discuss  its  affairs  with  out- 
siders, whether  securities  analysts  or 
reporters.  After  Kellogg  agreed  that 
it  would  talk  with  Forbes,  its  public 
relations  director,  Joe  Thomas,  ex- 
plained: "There  has  been  a  change 
in  the  public  climate.  We're  faced  with 
a  rising  consumer  movement.  The 
Government  is  playing  an  increasing 
role  in  business.  We  can't  ignore  those 
facts." 

Kellogg  also  has  modified  its  adver- 
tising. The  television  commercials  no 
longer  imply  that  eating  a  dry  cereal 
will  make  a  child  a  tiger  on  the  play- 
ing field,  nor  do  they  imply  that  a 
dry  cereal  alone  is  sufficient  for  break- 
fast. The  commercials  now  emphasize 
the  importance  of  starting  the  day 
with  a  nutritious  meal.  As  shown  on 
the  TV  screens,  a  nutritious  meal  nat- 
urally inqludes  a  Kellogg  dry  cereal, 
but  it  also  includes  orange  juice  or 
half  a  grapefruit,  buttered  toast,  a 
glass  of  milk,  perhaps  bacon  and  eggs. 

Kellogg  is  now  putting  on  two  60- 
second  public  service  commercials, 
aimed  at  parents  as  well  as  children, 
which  do  not  even  mention  any  of 
the  company's  products.  They  show  a 
table  laden  with  breakfast.  Among 
the  foods  displayed  is  a  bowl  of  corn 
flakes,  complete  with  milk  and  fruit, 
but  it  takes  a  quick  eye  to  see  the 
corn  flakes  before  the  camera  switches 
to  a  plate  of  bacon  and  eggs. 


Kellogg,  in  its  quiet  way,  has  be- 
come a  multinational  company.  It 
now  gets  24%  of  sales  and  12%  of 
profits  from  outside  the  U.S.  and  Can- 
ada. Australians  now  consume  more 
dry  cereal  per  capita  than  Ameri- 
cans, and  President  Lonning  is  sure 
that  what  Kellogg  has  done  in  Aus- 
tralia it  can  do  elsewhere. 

Says  Lonning:  "In  Continental  Eu- 
rope and  Japan,  the  task  is  largely 
one  of  overcoming  entrenched  dietary 
habits.  Eating  habit  patterns,  formed 
over  time,  are  not  easily  changed. 

"In  other  areas  of  the  world,  the 
prime  factor  inhibiting  the  sale  of  our 
products  is  personal  income.  In  some 
areas,  particularly  parts  of  South 
America,  ready-to-eat  cereals  are  con- 
sidered a  luxury  food,  beyond  the 
means  of  a  majority  of  the  population. 
Economic  development  and  the  for- 
mation of  a  strong  middle-income  seg- 
ment within  a  country  are  prerequi- 
sites to  the  success  of  any  convenience 
food  product,  and  our  development  is 
paced  accordingly." 

Kellogg  will  go  into  a  country  pre- 
pared to  lose  money  for  years  in  the 
hope  of  creating  a  market  there  even- 
tually. Mexico  is  a  good  example  of 
its  strategy.  When  it  went  into  Mexico 
it  came  out  with  refried  beans,  since 
beans  are  the  staple  of  the  Mexican 
diet.  Once  Mexicans  got  to  know  the 
name  Kellogg,  the  company  started 
introducing  other  products,  which 
won  acceptance  because  the  refried 
beans  had  won  acceptance.  Mexico  is 
now  a  booming  market  for  Kellogg. 
A  significant  part  of  the  $40  million 
the  company  plans  to  spend  this  year 
will  be  spent  on  expanding  production 
facilities  in  Mexico. 

But  there  are  problems  overseas, 
too.  Consumerism  is  a  growing  force 
in  Europe  and  in  Japan  as  well  as  in 
the  U.S.;  so  are  pressures  against 
advertising  power  and  marketing 
dominance.  Add  to  this  the  fact  that 
corn  flakes,  like  Coca-Cola,  is  a  kind  of 
Yankee  symbol.  It  could  quite  easily 
become  a  target  for  chauvinistic  at- 
tacks on  "American  Imperialism." 
French  law  discriminates  against 
American  bourbon  (Forbes,  May 
15).  Why  not  against  American-style 
breakfast  cereals,  particularly  if  the 
croissant  business  starts  to  suffer? 

At  its  recent  price,  around  16,  Kel- 
logg sold  at  just  18  times  expected 
1973  earnings.  Not  much  of  a  multiple 
for  a  company  with  such  a  growth 
record.  In  part,  this  reflects  worry  over 
the  company's  problems.  These  prob- 
lems are  not  about  to  bring  Kellogg 
crashing  in  ruin.  But  they  are  going 
to  inhibit  its  growth  and  cast  a  shadow 
over  its  prospects  for  years  to  come. 

Kellogg  today,  other  branded-goods 
companies  tomorrow?  ■ 


Recognition:  No  matter  what 
language  you  read,  you  always  know 
it's  Kellogg' s.  W.K.  saw  to  that 
by  putting  his  signature  on  every  box. 
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The  Numbers  Game 


Well  Done! 


"Daddy,  what  do  you  do  when  you  go  to  work?"  Two 
little  boys  (since  grown)  once  posed  that  inevitable  ques- 
tion to  their  father,  now  a  senior  partner  of  a  well-known 
accounting  firm.  "Stevie's  daddy  flies  airplanes.  Johnny's 
daddy  publishes  books.  What  do  you  do?" 

"Well,"  the  accountant  replied  with  a  sigh,  "I  try  to 
convince  people  that  they  ought  to  do  things  they  really 
don't  want  to  do." 

The  accountant's  name  in  Henry  Hill,  now  the  national 
director  of  accounting  and  auditing  services  for  Price 
Waterhouse,  a  prestigious  "Big  Eight"  CPA  firm.  And  he 
still  practices  what  he  preaches.  A  few  months  ago,  he  and 
his  associates  convinced  a  client,  Dunkin'  Donuts,  the 
$127-million  (sales)  franchise  food  outfit,  to  adopt  more 
conservative  accounting  for  interest  on  short-term  notes. 

It  was  in  some  respects  a  costly  victory.  A  few  weeks 
later  Dunkin'  Donuts  fired  Price  Waterhouse.  The  big  ac- 


counting firm  had  lost  an  account  running  well  into  five 
figures— and  there  aren't  that  many  accounts  of  this  size 
floating  around  these  days. 

The  accounting  profession  is  taking  a  good  many  knocks 
lately  (and  deserves  most  of  them),  but  it  is  doing  some 
things  right,  too.  Consider,  for  example,  how  Henry  Hill's 
firm  came  to  a  parting  of  the  ways  with  a  very  profit- 
able client. 

The  incident  underscores  the  power  of  a  recent  (1971) 
requirement  added  to  the  old  Securities  &  Exchange  Com- 
mission Form  8-K.  And  it  shows  that  reputable  account- 
ants aren't  always  the  patsies  a  lot  of  people  take  them 
to  be.  At  least,  it  shows  they  don't  have  to  be. 

About  Form  8-K.  If  a  company  changes  auditors,  it 
must  use  this  form  to  report  the  change  and  file  an  ac- 
companying letter  stating  any  material  differences  over 
accounting  policy  that  occurred  in  the  preceding  18 
months,  whether  those  differences  were  resolved  to  the 
auditor's  satisfaction  or  not.  The  ex-auditor  is  then  re- 
quired to  file  a  letter  of  its  own  stating  whether  or  not  it 
agrees  with  the  company's  version  of  the  dispute.  Thus  the 
dispute  is  no  longer  settled  behind  closed  doors.  It  is 
available  to  everyone. 


Think  about  this  Form  8-K.  It's  a  powerful  weapon  for 
an  auditor  who  wants  to  do  the  right  thing.  Sure,  the 
client  can  still  fire  him.  But  the  whole  world  learns  the 
probable  reason  why. 

"With  these  new  8-K  letters  you're  going  to  see  more 
and  more  of  these  debates  coming  to  the  surface,"  Hill 
says.  "If  the  company  doesn't  make  the  change  we  feel  is 
necessary  and  then  switches  accountants,  it'll  end  up 
at  the  SEC  explaining  its  methods.  Even  if  the  company 
makes  the  change  and  still  switches  accountants,  as  was 
the  case  here,  it  still  has  to  disclose  the  problem. 

What  was  the  contention  about?  It  involved  the  treat- 
ment of  interest  charges  by  Dunkin'  Donuts.  When  Dunk- 
in' Donuts  opened  a  new  shop,  it  typically  borrowed  the 
money  to  buy  the  equipment  and  build  the  shop,  usually 
with  a  seven-year  note.  In  Price  Waterhouse's  opinion 
Dunkin'  Donuts'  interest  expense  on  that  note  should  be 
treated  just  like  the  interest  expense  on  a  homeowner's 
mortgage— it  should  start  high  and  decline  as  the  princi- 
pal is  paid  off.  But  Dunkin'  Donuts  was  simply  dividing 
the  total  interest  cost  by  seven  and  charging  itself  equal 
amounts  each  year.  Result:  It  charged  itself  much  less  in- 
terest in  the  first  several  years  than  it  would  have  using 
the  Price  Waterhouse  method,  even  though  the  effective 
rate  of  interest  over  the  period  was  the  same. 

Now  that  the  company  had  been  opening  new  shops 
at  an  increasing  rate,  more  and  more  of  the  interest  sav- 
ing was  coming  into  reported  earnings  each  year.  While 
this  particular  accounting  policy  had  inflated  reported 
earnings  just  4%  in  1970,  it  had  increased  1971  earnings  by 
9%,  and  1972  earnings  by  more  than  11%.  Actual  interest 
charges  in  1972  were  about  $260,000  more  than  the 
company  had  originally  charged  off.  "It  didn't  take  too 
much  conjecture  to  see  what  subsequent  years  would  be 
like  if  this  thing  were  allowed  to  continue,"  said  Hill. 

Did  this  mean  that  Price  Waterhouse  had  been  wrong 
in  approving  this  accounting  policy  in  prior  years,  we 
asked?  "No,  I  wouldn't  say  that,"  Hill  argued.  "Until  re- 
cently, this  practice  didn't  make  an  important  difference 
on  their  earnings.  And  accountants,  believe  it  or  not, 
don't  pay  much  attention  to  things  that  don't  make  much 
difference!" 

Another  reason  Price  Waterhouse  had  paid  so  much  at- 
tention to  this  after  Dunkin'  Donuts  had  closed  its  books 
for  fiscal  1972,  Hill  went  on,  was  that  the  accounting  pro- 
fession had  been  paying  much  more  attention  in  recent 
years  to  the  whole  question  of  the  economics  of  interest 
charges.  Price  Waterhouse  had  modified  its  thinking  ac- 
cordingly. "As  for  the  timing  of  our  change  in  opinion," 
Hill  continued,  "I  guess  that  was  when  we  really  crystal- 
ized  the  point— when  we  were  closing  their  1972 
counts."  As  meeting  after  meeting  took  place  between  tin- 
auditors  and  Dunkin'  Donuts  management,  a  confronta- 
tion developed.  Price  Waterhouse  top  brass  entered  the 
picture  at  once. 

"When  you  get  down  to  the  wire  like  this,  we're  all  in 
it,"  Hill  explained.  "It  just  works  that  way.  I  visited  the 
company  myself,  and  that's  no  routine  occurrence." 

What  would  have  happened  if  Price  Waterhouse  had 
been  doing  extensive  management  consulting  work  for 
Dunkin'  Donuts  at  the  time?  we  asked.  Might  there  not 
have  been  a  serious  conflict  of  interest? 

"I  honestly  think  it  would  not  have  been  ;>  problem 
for  us  even  if  we  had  been  doing  a  lot  of  management 
consulting  for  them,  which  we  were  not,"  Hill  replied. 
"A  number  of  people  have  made  public-  statements  to  thai 
effect,  I  know.  But  in  this  firm  the  auditor  has  the  final 
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Do  you  think  American 
manufacturers  make  a  pile 
of  money  after  taxes  ? 

Many  people  think  so. 


The  fact  is  that  manufacturers 
net  only  4.2^  on  $1  of  sales! 


A.  M.  Reed, 
Vice  President, 

Accounting, 
and  Comptroller, 
Bethlehem  Steel 

Corporation 


"Some  manufacturers,  of  course,  do 
better  than  the  average  after-tax  profit 
of  4.2%.  And,  of  course,  some  do 
worse. 

"But  even  the  largest  U.S.  corpora- 
tions do  not  begin  to  approach  the 
phantom  after-tax  profit  figure  the 
public  has  in  mind. 

"Take  my  own  corporation,  for  ex- 
ample. In  1970,  Bethlehem  Steel's  net 
income  was  exactly  3%  of  revenue.  In 
1971,  it  increased  to  4.7%.  Last  year, 
it  was  4.3%. 

"These  earnings  are  far  from  satis- 
factory. We  must  continue  to  invest 
hundreds  of  millions  to  maintain,  mod- 
ernize, and  expand  our  facilities  so 
that  we  can  compete  with  imported 
steel.  And  we  must  continue  to  spend 
millions  on  environmental  controls  and 
their  operation." 

***** 

Profits  are  the  lifeblood  of  business. 


To  cut  off  or  restrict  the  flow  of  profits 
—as  some  would  do— is  to  knowingly 
risk  the  health  and  perhaps  the  very 
existence  of  American  business. 

Your  opinion  is  important  to  us. 
Legislation  follows  opinion.  And  un- 
informed opinion  can  lead  to  bad  legis- 
lation, to  unreasonable  controls  and 
restraints  by  government. 

So  please  remember:  the  average 
after-tax  profit  of  manufacturers  is  not 
the  2&$  on  $1  of  sales  many  Americans 
believe  it  is.  It  is  4.2#. 

An  opinion  survey  on  profits  was 
conducted  in  1971  by  Opinion  Re- 
search Corporation,  Princeton,  N.J.  If 
you  would  like  to  have  more  details  of 
this  survey,  write  .  .  .  Bethlehem  Steel 
Corporation,  Public  Affairs  Depart- 
ment, Bethlehem,  PA  18016. 

*Based  on  most  recent  (1971)  figures  in 
1972  Statistical  Abstract  of  the  United 
States  on  average  U.S.  manufacturing 
corporation  profits  after  taxes. 


Facts  for  your  portfolio  on 
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Ferro  achieves 
all  time  record 
quarter  sales 
and  earnings 


Ferro  Corporation  consolidated  sales  in  1973  were 
17.6%  above  the  first  quarter  in  1972. 
Net  earnings  for  the  first  quarter  were  48.3%  above 
the  same  period  last  year. 

CONSOLIDATED  RESULTS  Three  Months 

Ended  March  31 

(Thousands  of  dollars)  1973  1972 

•  Net  Sales $54,749  $46,573 

•  Income  Before  Taxes  ....  6,500  4,427 

•  Income  Taxes 2,700  1,864 

•  Net  Income 3,800  2,563 

•  Earnings  per  share 
based  on  average 

shares  outstanding $0.93  $0.65 

Ferro,  a  world-wide  producer  of  specialty  materials 
for  the  plastic,  chemicals  and  ceramic  industries, 
last  year  achieved  record  sales  of  $204.8  million 
and  record  earnings  of  $3.14  per  share. 


Write  for  our  latest  financial  report:  Dept.  F-0601. 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


® 


FERRO 

CORPORATION 


The  Numbers  Game 
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say.  Period." 

What  did  Dunkin'  Donuts  have  to 
say  about  all  this?  Why  had  they 
fired  Price  Waterhouse  after  agreeing 
to  make  the  accounting  change  retro- 
actively, and  accepting  a  more  than 
11%  reduction  in  1972  reported  earn- 
ings? Were  they  fearful  of  future  ac- 
counting disputes  with  Price  Water- 
house?  Did  they  hope  that  their  new 
auditors,  Ernst  &  Ernst,  might  be 
more  compliant? 

Chemical  Problem 

Our  query  was  directed  to  Gerard 
J.  Noonan,  until  recently  assistant 
comptroller  and  director  of  account- 
ing at  Dunkin'  Donuts.  "I  don't  think 
we'll  attempt  to  debate  the  issue  again 
with  Ernst  &  Ernst,"  he  told  us.  Ac- 
tually, he  went  on,  there  had  been 
no  great  debate.  It  was  a  fair  criticism. 
"I  think  any  time  a  public  accounting 
firm  has  something  to  say,  they  ought 
to  say  it,"  he  observed. 

Then  why  had  Dunkin'  Donuts 
fired  Price  Waterhouse? 

"Well,  changing  auditors  is  not  a 
big  thing,"  he  replied.  "I  think  it  was 
just  a  question  of  personalities.  Call 
it  chemistry." 

That  "chemistry"  had  been  pretty 
costly  to  Price  Waterhouse  in  man- 
hours  and  lost  auditing  fees.  What 
disturbed  us  was  that  there  seemed  to 
be  little  motivation  for  an  auditor  to 
insist  on  changes  the  way  Price  Wa- 
terhouse had  just  done. 

We  called  back  Henry  Hill  and 
asked  him  about  that.  "Well,  you're 
right,"  he  replied.  "There  is  an  in- 
ternal conflict  of  interests  within  the 
firm  at  such  times.  We  just  don't  like 
to  lose  any  of  our  clients." 

If  that  were  the  case,  however, 
then  why  make  a  fuss  about  the  way 
Dunkin'  Donuts  handles  its  account- 
ing for  interest  charges?  Was  it  fear 
of  shareholder  lawsuits  in  the  wake  of 
the  Bar-Chris  decision?  "Not  really," 
Hill  answered.  "We  wouldn't  operate 
very  well  in  an  atmosphere  of  fear.  I 
guess  it's  just  professional  ethics.  And 
most  important,  professional  pride. 
That's  my  job.  Like  I  told  my  sons 
many  years  ago,  I  try  to  convince  peo- 
ple thai  they  ought  to  do  things  they 
really  don't  want  to  do." 

Well  done,  Price  Waterhouse  and 
Henry  Hill!  It  doesn't  reallj  mattei 
whether  you  did  it  out  ol  conscience 
or  because  of  all  the  recent  criticism 
leveled  at  CPAs.  We  can't  make  a 
judgment  of  your  motives,  l>ut   it  is 

comforting  to  know  that  in  some  cases 

at  least  the  ordinary  investor  has  a 
new  Friend  al  court.  ■ 
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Roadside  lightpoles  should 
break  away,  not  stop  you  cold. 


The  dangerous,  rigid  lightpoles  that  line  our  highways  should  be  replaced  with  new 
breakaway  lightpoles  or  shielded  by  properly  installed  guardrails. 

Breakaway  poles  are  ingeniously  designed  to  give  way  on  impact  with  minor  damage 
to  a  car  and  minimum  chance  of  injury  to  its  passengers.  They  dislodge  instantly  at 
the  base,  flip  over  the  top  of  the  car  and  land  off  the  road. 

This  is  just  one  example  of  the 
new  technology  that's  now  available 
to  correct  many  of  the  roadside 
deathtraps  that  are  needlessly 
killing  and  maiming  thousands  of 
Americans  every  year. 

We'll  never  eliminate  human 
error  on  our  highways.  But,  with 
enough  public  awareness  and 
concern,  we  can  sharply  reduce  the 
number  of  dangerous  obstructions 
that  result  in  so  many  tragedies. 

State  Farm  Mutual  has  put 
together  a  booklet  to  help  you 
identify  these  lethal  roadside 
hazards  and  show  you  how  they 
can  be  replaced  with  safe 
alternatives.Write  for  it: 
Deathtraps,  Dept.  F,  State  Farm, 
Bloomington,  Illinois  61701. 


Let's  do  away  with  our 
roadside  deathtraps 
before  they  do  away 
with  us. 


STATE    FARM 


INSURANCE 


State  Farm 


STATE  FARM  MUTUAL  AUTOMOBILE  INSURANCE  COMPANY. 

Home  Office:  Bloomington,  Illinois 


At  IU,  energy  is  spelled 

LNG. 


In  three  years,  the  LNG  carriers 
of  IU^s  Gotaas-Larsen  subsidiary  will 
begin  transporting  liquefied  natural 
gas  from  the  Arabian  Gulf  to  Japan. 

This  20 -year  charter  is  probably 
the  largest  agreement  ever  signed  by 
an  independent  shipping  company. 
It  is  one  more  reason  why  IU's 
energy-related  markets  —  which 
today  account  for  60%  of  pre-tax 
income  —  are  providing  long-term 
growth  with  stability. 


The  rest  of  IU%  $1.2  billion 
business  mix  — in  transportation, 
distribution  and  environmental 
management — offers  additional 
evidence  of  the  balanced  diversi- 
fication that  has  produced  a  10-year 
annual  growth  rate  of  over  1 5% 
in  earnings  per  share. 

To  learn  more  about  our  com- 
pany, write  to  Corporate  Affairs, 
IU  International,  1500  Walnut 
Street,  Philadelphia,  Pa.  19102. 


International 

SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Financial,  stock  performance 

and  future  profits  analysis 

of  28  listed  companies  engaged 

in  research'and  development  in 

PROSTAGLANDINS 

Unique  study  by  a  technical  and 

economic  team  directed  by  Dr.  R.  Aries. 

Includes  projected  1973  earnings 

and  earnings  from  prostaglandins, 

if  any,  over  the  next  five  years. 

The  study  entitled  "Who's  Who  in  Prostaglandins. 
Why  and  How"  should  be  particular/  useful  to  those 

who  read  the  "FORTUNE"  June  1972  article. 

(Because  of  prostaglandins,  investors  value  UPJOHN 

stock  at  $  30  above  a  "normal"  P/E  level). 

Includes  analysis  of  research  results, 

earning  projections  and  comments 

on  1973  and  future  performance  of 

AMERICAN  HOME.SYNTEX, 

MERCK  &  Co.,  TAN  ABE  SEYAKU, 

ULLY,  BEECHAM,  SEARLE, 

SCHERING-PLOUGH, 

SCHERING  (Berlin),  ICI,  SUMITOMO, 

SANKYO,  GLAXO,  CIBA-GEIGY, 

HOFFMANN  -  LA  ROCHE, 

ROUSSEL-UCLAF,  SANDOZ, 

RHONE-POULENC,  ALLERGAN, 

AMERICAN  CYANAMIO,  UNILEVER,  etc. 

Cost  $  490.  Sent  by  registered  airmail 

Dynachim  Co.  (founded  in  1946) 
5,  avenue  de  I'Opera  75001  Paris 

Cables  Dynachim,  Paris 

Specialists  in  the  international 

chemical  &  pharmaceutical  industries. 


Association  with  the 
Whitney  Harris 
Financial  Opportunities 
Group  entitles  you  to: 

■  Borrow  up  to  $10,000 
within  24  hours 

■  Discreet  and 
confidential 
handling 

■  Flexible  repayment 
schedules  and 

full  prepayment 
privileges. 

Transactions  are  by  personal 
mail  and  nationwide. 

For  particulars  write: 

Mr.  G.  W.  Murphy 
7000  First  Security  Building 
Salt  Lake  City,  Utah  84111 
or  call  toll  free:  800-453-9100 


Whitney 
Harris 
%    Financial 
Opportunities 
Group 

Established  and 
capitalized  by 

ITT 

International  Telephone 
and  Telegraph  Corporation 


Takeover 


The  U.  S.  Navy  has  always  been 
Grumman 's  best  customer. 
Now  it  is  also  C  rum  man's  boss. 

Last  year  Grumman  Corp.  went  to 
the  mat  with  the  U.S.  Navy,  trying 
to  wriggle  out  of  a  long-term,  un- 
favorable F-14  fighter-plane  contract. 
"We  told  them  the  alternative  was 
bankruptcy  and  that  we'd  stop  mak- 
ing all  the  Navy  planes  we  now 
build,"  says  John  C.  Bierwirth,  new 
president  of  the  Grumman  Corp. 

Grumman  is  still  solvent.  It  still 
employs  22,000  Long  Island  workers. 
But  Grumman  is  no  longer  exactly 
private  enterprise:  The  Navy  even 
provides  all  its  short-term  financing. 
The  banks  won't  touch  Grumman. 

As  the  F-14  contract  dispute  heat- 
ed up  last  year,  Grumman's  long- 
time banker,  Bankers  Trust  Co.,  de- 
cided not  to  renew  its  $47-million  line 
of  credit.  "They  felt  the  risk  was  too 
great,  and  they  were  right,"  says  Bier- 
wirth. "If  the  old  F-14  contract  had 
been  carried  through,  we  would  have 
been  pushed  right  out  the  door." 
Grumman  has  since  talked  with  sev- 
eral banks  in  New  York  City,  on  Long 
Island  and  elsewhere  about  taking 
over  its  financing,  but  none  has  yet 
agreed  to  lend  Grumman  a  dime. 

Rather  than  kill  oft  Grumman, 
which  has  been  making  Navy  fighter 
planes  since  the  1930s,  the  Navy  of- 
fered a  sort  of  compromise.  Some 
compromise!  Grumman  would  have  to 
build  another  batch  of  48  F-14s  at  a 
price  to  the  Navy  of  about  $16.8  mil- 
lion apiece.  On  each  it  would  lose  $2.2 
million— $105  million  in  all  on  top  of 
earlier  pretax  losses  of  $100  million. 
After  that,  it  could  negotiate  new  add- 
on orders  on  an  "annual  buy"  basis. 

What  made  the  Navy  so  merciless? 
Congress  did.  As  represented  by  the 
Joint  Economic  Committee,  under 
Senator  William  Proxmire  (Dem., 
Wis.),  and  a  Senate  Armed  Services 
Subcommittee,  under  Senator  Howard 
W.  Cannon  (Dem.,  New),  Congress 
has  watchdogged  the  F-14  contract, 
including  the  Navy's  present  $572- 
million  request  lor  add-on  F-14s. 

In  its  drive  to  cut  costs,  (lie  \.i\v 
talked  with  McDonnell  Douglas  about 
converting  the  Air  Force-intended 
F-15  for  Navy  use.  Grumman  has 
made  its  proposal  for  the  next  lot  ol 
F-14s,  a  proposal  variable  as  to  planes 

and  equipment,  but  it  musl  compete 

against     a     McDonnell     Douglas     bid. 

Grumman  Corp.'s  order  book  is 
clouded;  sales  were  clown  to  $683 
million  hist  year  from  a  high  ol  s  I  2 
billion  in  1969 
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Bierwirth 
of  Grumman 


Bierwirth  was 
brought  in  to  Grum- 
man by  Chairman  E. 
Clinton  Towl  after 
the  death  last  sum- 
mer of  President 
Llewellyn  J.  Evans. 
Bierwirth,  49,  has 
been  executive  vice 
president  of  Nation- 
al Distillers  and 
Chemical  Corp., 
which  his  father, 
John  E.  Bierwirth, 
has  headed  for  24 
years. 

Bierwirth's  job  is 
to  build  Grumman's 
commercial  business 
up  to  50%  of  earn- 
ings and  perhaps 
25%  of  sales.  This 
will  be  quite  a  job.  Grumman  has 
five  nondefense  operations  that  make 
everything  from  executive  jets,  com- 
puter attachments  and  operating  room 
control  consoles  to  canoes,  pollution- 
control  devices,  motor  homes  and  ski 
condominiums.  But  last  year  they  pro- 
vided under  10%  of  sales  and  little 
more  than  $2  million  in  earnings.  Most 
were  in  the  red  because  of  start-up 
or  acquisition  costs. 

Navy  Knots 

Beyond  the  F-14  fiasco,  Grumman's 
government  business  remains  spotty. 
NASA  contracts  for  space  devices  like 
the  lunar  module  once  totaled  $500 
million;  but  except  for  a  $40-million 
subcontract  for  the  space  shuttle,  the 
rest  of  Grumman's  space  business 
is  far  from  promising.  Its  contract 
for  a  new  model  of  the  A-6  Intruder, 
which  it  has  been  making  since  the 
early  Sixties,  amounts  to  only  $20  mil- 
lion. And  contracts  for  two  other  spe- 
cial-purpose Navy  planes  hardly  fill 
Grumman's  plate. 

The  Navy  financing  has  been  crit- 
ical to  Grumman's  staying  in  busi- 
ness, but  it  also  straps  Grumman  in. 
The  Navy's  loans  so  far  have  been  $54 
million  in  advance  payments  on  the 
present  F-14  order,  carrying  an  an- 
nual interest  of  6Js%.  They  prevent 
Grumman;  from  selling  more  than  10% 
of  its  net  assets  including  its  extensive 
Long  Island  real  estate  holdings  with- 
out the  Navy's  permission;  and  they 
limit  raises  for  officers  of  the  compa- 
ny and  key  personnel  to  an  aggregate 
sum  of  5%  per  year. 

Although  Grumman  is  solvent,  in 
fact  it  is  in  a  kind  of  Navy-directed  re- 
ceivership. Bierwirth  is  not  exactly 
sitting  pretty.  "I'd  like  a  couple  of 
years  more  to  look  back  on  it,"  he 
says.  "I  may  end  up  like  the  guy  who 
broke  his  leg  skiing  and  found  out  he 
shouldn't  have  been."  ■ 
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The  best  typewriter  for  your  home 
is  the  one  we  built  for  our  office . 

We're  typewriter  people.  And  like  all  other  type- 
writer people,  we've  always  made  big,  fancy-featured 
ones  for  offices  and  small,  portable  ones  for  homes. 

Then  we  realized  that  in  our  own  offices,  the 
secretaries  hardly  ever  used  the  fancy  frills  we  put  on 
their  machines.  And  what  they  really  needed  was  a 
typewriter  that  could  do  all  the  basic  things  well.  Effort- 
lessly. And  was  not  too  greedy  on  desk  space. 

So  we  built  them  just  such  a  machine  and  then  put 
it  on  the  market  for  other  offices. 

And  that's  when  we  discovered  we'd  made  the 
perfect  family  typewriter.  For,  to  our  amazement,  our 
new  office  machines  were  being  snapped  up  for  the  home. 

Why?  Partly  because  it  takes  a  sturdy  office 
machine  to  stand  up  to  family  life  and  the  pounding  of 
many  different  sets  of  fingers  — some  inexpert,  some 
impatient,  some  over-emphatic.  And  partly  because 
home-typists  too  can  make  use  of  all  the  office  features 
(like  tabulating,  individual  touch  control,  full  48-key 
keyboard,  exclusive  Flying  Red  Margins®.) 

Best  of  all,  the  clever  Swiss  engineering  that 
makes  our  typewriter  just  half  the  size  of  the  usual 
office  clunkers,  also  makes  it  about  half  the  price.  $345. 

And  of  course  our  original  home  machine  is  still 
available— the  popular,  portable  Hermes  3000  at  $145. 

If  you  only  want  to  buy  a  typewriter  once,  buy  a 


HERME5 


For  a  free  24  page  color  catalog  write:  Paillard  Incorporated.  1900  Lower  Road,  Linden,  N.J.  07036. 
Other  products:  Hermes  figuring  machines,  Bolex  movie  equipment,  Hasselblad  cameras  and  accessories. 
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Treadmill 


To  get  anywhere, 
Harris-lntertype  has  got  to  run 
much  faster  than  it  has  been. 

Likk  the  absent-minded  messenger 
who  forgot  what  he  was  hurrying  to 
deliver,  rlarris-Intertype  has  done  al- 
most everything  for  its  stockholders  in 
recent  years.  Glamour  it  has  given 
them:  From  plain-Jane  printing 
presses  it  has  blossomed  into  such 
sophisticated  stuff  as  satellite  com- 
munications gear.  Sales  it  has  given 
them:  I'p  502  in  the  last  five  years, 
the)  will  spurt  ahead  nearly  20%  more 
in  the  fiscal  year  ending  June  30. 

What  has  heen  lacking  is  earnings 
per  share,  which  have  heen  stuck  on 
the  same  general  plateau  since  1967. 
The  sluggishness  shows  in  its  operat- 
ing profit  margin:  12.7%  in  1967,  8.5% 
last  year.  It  also  shows  in  return  on 
equity:  almost  15%  in  1967,  about 
8%  last  year.  Even  in  the  current 
profit-fat  year,  it  will  be  lucky  to 
recover  to  10V. 

Turnover  Problem 

A  major  problem  has  been  that  Har- 
ris-Intertype's  standard  products  have 
heen  decaying  in  profitability  faster 
than  newer  ones  can  replace  them. 
Chairman  Richard  B.  Tullis,  59,  chief 
executive  for  nearly  five  years,  puts  it 
like  this:  "We've  had  to  gulp,  take 
our  time  and  pay  the  price." 

Harris-lntertype  had  to  pay  the 
price  for  its  1967  acquisition  of  small- 
ish Radiation,  Inc.  in  a  deal  that 
added  23%  to  sales,  produced  20% 
more  shares  outstanding,  but  added 
only  0.5%  to  income. 

Perhaps  more  important,  Tullis  is 
still  a  long  way  from  eliminating  the 
problem  in  the  company's  oldest  prod- 
uct line,  sheet-fed  offset  presses,  used 


primarily  by  commercial  printers. 
While  this  has  been  an  important 
product  line  for  H-I,  it  has  never  dom- 
inated the  field.  The  industry  lead- 
ers are  two  German  companies,  Hei- 
delberg and  Faber  &  Schleicher.  Ac- 
cording to  Tullis,  the  two  compa- 
nies have  set  the  market  price  of  these 
presses  so  low  (which  they  can  do  be- 
cause of  lower  European  labor  costs) 
that  H-I  can  no  longer  afford  to  make 
the  presses  in  the  U.S.  and  make  mon-  * 
ey.  Tullis  is  in  the  process  of  switch- 
ing H-I's  press  production  to  Italy. 
But,  he  says,  the  job  is  "only  a  third 
to  a  half  finished,  and  in  the  mean- 
time we  are  still  making  $40  million 
worth  of  equipment  in  the  U.S.  at 
virtually  no  margins." 

What  is  equally  painful  is  that  in 
the  past  few  years  Chairman  Tullis 
has  spent  S8  million  to  $10  million 
to  develop  the  company's  worldwide 
line  of  web-fed  offset  presses.  These 
presses  are  used  mostly  by  news- 
papers, which  comprise  the  fastest- 
growing  segment  of  the  market,  and 
by  commercial  printers. 

Tullis  is  currently  producing  these 
presses  in  Paris  and  the  U.S.  The  idea 
is  to  be  able  to  switch  production 
from  one  plant  to  another  as  the 
economics  require,  and  avoid  losing 
out  to  European  producers. 

In  defending  his  record  in  the  ex- 
ecutive suite,  Tullis  claims  that  the 
Radiation  acquisition  is  paying  off  for 
the  long  pull.  He  says  that  engineers 
from  both  firms  have  crossed  compa- 
ny lines.  Several  of  them,  he  says, 
have  started  entirely  new  product 
lines  that  employ  the  technologies  of 
both  H-I  and  Radiation.  Specifically, 
an  H-I  engineer  moved  over  to  Radia- 
tion, formed  a  project  team  and  de- 
veloped the  company's  electronic  edit- 
ing terminal.  This  was  the  key  piece 
of  equipment  for  H-I's  electronic  edit- 
ing-typesetting system,  which  trans- 
mits newspaper  stories  directly  from  a 
reporter's  typewriter  to  the  printing 


presses.  H-I  has  already  sold  several 
hundred  editing  terminals  and  a  num- 
ber of  systems.  Tullis  estimates  some 
400  of  the  nation's  1,750  daily  papers 
will  buy  the  system  in  the  next  decade. 

New  Frontiers 

Tullis  has  a  great  respect  for  this 
kind  of  technology.  "I  was  a  physics 
major,  a  math  major,"  he  says.  "I  can 
understand  the  technology  of  printing 
equipment  and  the  technology  of 
digital  electronics.  You'd  better  be 
able  to  understand  these  things  to 
talk  to  the  managers  intelligently.  I 
know  by  deep  experience  what  you'd 
better  do  with  respect  to  field  testing, 
in-plant  testing  and  the  like.  These  are 
the  control  factors  that  make  for  prof- 
it and  growth." 

As  Tullis  defines  H-I,  it  is  now  a 
broadly  based  communications  com- 
pany that  makes  both  standard  and 
exotic  equipment.  For  example,  not 
long  ago  H-I  began  making  short- 
wave two-way  radios,  which  it  is  now 
selling  in  underdeveloped  countries. 
The  company  also  developed  its  own 
line  of  color-TV  transmitters  and  cam- 
eras. In  both  product  lines,  however, 
H-I  ranks  behind  RCA  in  volume. 

Still  on  the  drawing  board  are  plans 
to  enter  the  computer  equipment  field. 
Last  December  H-I  acquired  a  com- 
puter terminal  manufacturing  opera- 
tion from  University  Computing.  The 
idea  is  to  marry  Radiation's  high- 
speed digital  communications  tech- 
nology, a  field  in  which  it  is  the  na- 
tion's recognized  leader,  to  these  ter- 
minals. If  Tullis  can  do  this,  he  claims, 
these  terminals  would  be  superior  to 
those  currently  sold  by  IBM  or  any 
other  computer  maker.  H-I  is  also 
working  on  a  holographic  memory 
that  would  be  technically  more  ad- 
vanced than  core  and  other  solid  state 
memories  now  used  in  computers. 

These  are  the  things  dreams  are 
made  of.  Little  if  any  of  it  has  yet 
come  down  to  the  bottom  line.   ■ 


This  two-inch  square  hologram  devised  by  Harris-lntertype  contains  as  much  information  as  a  2,500-page  book. 


n  the  cold,  impersonal 
world  of  money 
there's  a  need 
for  a  big  bank  that 

opens  its  doors  and 
gets  involved-personally 


There's  no  emotion  in  a  finan- 
ial  statement.  The  whole  story  is 
-\ere  —  in  profit  and  loss  — in  black 
ind  red. 

Or  is  it? 

At  Manufacturers  Hanover,  we 
iave  stories  about  our  bankers  get- 
ng  "involved"  that  will  never  appear 
>n  anybody's  statement  of  condition. 

Like  the  time  an  explosion  in  the 


lember  FDIC 


Wall  Street  area  caused  three  promi- 
nent brokerage  firms  to  evacuate  their 
premises— before  the  "close  of  busi- 
ness." One  of  the  firms  might  have 
had  a  financing  problem  unless  it 
could  complete  the  day's  transactions. 

Our  Wall  Street  bankers  literally 
opened  our  doors  and  offered  the 
firms  operating  space  — telephones, 
desks,  whatever  was  needed  — for  as 


long  as  it  was  needed. 

It  may  not  be  the  sort  of  response 
you'd  expect  from  a  $17-billion  bank 
like  Manufacturers  Hanover.  But  then 
again,  our  bankers  aren't  the  imper- 
sonal sort  you'd  expect  in  the  world  of 
big  money. 

We  respond  —  in  ways  that  don't 
show  in  the  balance  sheet  alone. 


MANUFACTURERS  HANOVER 

We  roll  up  our  sleeves  and  get  the  job  done 


The  Money  Men 


What  If  They  Don't  Come  Back? 


To  EVERYTHING  there  is  a  season  ...  a  time  to  get,  and  a 
time  to  lose.  .  .  .— Ec<  i.i  siastks  3 

Has  tin-  season  For  growth  stock  investing  finally  ended? 
If  yon  look  at  a  handful  of  stocks.  IBM,  Xerox,  Avon, 
Johnson  &  Johnson,  Eastman  Kodak— maybe  three  dozen 
in  all— the  answer  is:  No.  The  price  earnings  ratios  re- 
main high,  the  reputations  unshattered. 

But  there  are  few  of  these  stocks.  Look  elsewhere  among 
what  used  to  he  called  growth  stocks.  Destruction.  Ruins. 
Bodies  everywhere.  Except  for  a  dwindling  few  strong 
points,  almost  the  entire  growth  stock  group  has  been 
bombed  out. 

For  the  T.  Rowe  Price  organization,  the  consequences 
have  been  painful.  For  nearly  two  decades  now,  the  Price 
no-load  mutual  funds  have  been  among  the  most  con- 
sistent performers  around.  In  Forbes'  latest  Mutual  Fund 
Survey,  the  big  T.  Rowe  Price  Growth  Stock  Fund  rated 
a  rare  B  in  both  up  and  down  markets,  its  smaller  New 
Horizons  Fund  an  even  rarer  A-f-  for  up  markets.  Over  the 
latest  ten-year  sweep,  an  investment  of  $1,000  in  T.  Rowe 
Price  Growth  would  have  grown  to  $2,860— about  double 
the  increase  in  the  market  averages.  In  New  Horizons, 
$1,000  would  have  become  $5,480.  This  superior  perfor- 
mance has  kept  the  dollars  pouring  in.  The  12-year-old 


New  Horizons  Fund  was  so  loaded  with  cash  in  the 
spring  of  1972  that  it  shut  off  sales  of  new  shares  to  all 
but  existing  shareholders.  (It  has  since  reopened  its  books 
but  only  to  employees  and  clients  of  T.  Rowe  Price  As- 
sociates.) The  Gro^wth  Stock  Fund  is  now  so  big  that  it 
alone  accounts  for  about  19$  of  all  the  assets  in  no-load 
mutual  funds.  All  in  all,  the  T.  Rowe  Price  organi- 
zation now  has  upwards  of  $5  billion  of  investment  ac- 
counts under  its  management. 

This  year,  however,  two  Price  funds  have  gone  into  re- 
verse gear.  Between  Jan.  1  and  May  10,  1973,  the  New 
Horizons  Fund  (assets  $398  million)  has  lost  28$  of  its 
asset  value— down  nearly  four  times  as  much  as  the 
stock  market  averages.  The  bigger  Growth  Stock  Fund 
dropped  almost  15%  over  the  same  period— twice  as  much 
as  the  averages.  As  a  result  of  this  setback,  New  Horizons 
stockholders  are  back  to  where  they  were  in  the  1969 
and  1970  period;  all  the  gains  of  3M  years  have  been  wiped 
out  in  five  months. 

The  Price  funds  had  suffered  sharp  setbacks  before, 
but  they  were  over  in  fairly  short  order.  Could  it  be  that 
the  day  of  growth  stock  investing— and  nobody  practices 
it  better  than  the  TRP  group— has  finally  run  out?  Forbes 
telephoned  Curran  \V.  Harvey,  president  of  the  specula- 
tive New  Horizons  Fund. 

"Our  poor  performance  can  be  attributed  to  two  fac- 
tors," Harvey  said,  and  then  enumerated  them:  "Invest- 
ment mistakes  and  the  inherent  characteristics  of  our  in- 
vestment philosophy." 

As  it  turned  out,  New  Horizons  was  heavily  invested 
in  stocks  like  Levitz  (down  73%);  Minnesota  Fabrics 
(down  79%);  McCullough  Oil  (down  72%);  Fleetwood 
Enterprises  (down  66%).  The  only  reason  the  damage 
hasn't  exceeded  28%  so  far  this  year  was  that  New  Horizons 
was  also  heavy  in  a  handful  of  as  yet  unbattered  growth 
stocks  like  Emery  Air  Freight,  Utah  International,  Sternco 
Industries,  Raychem.  The  larger  Growth  Stock  Fund  did 
not  fare  as  poorly  because  it  held  more  seasoned  growth 
stocks  like  IBM,  Polaroid,  General  Electric,  Coca-Cola, 
Avon  and  3M. 

Forbes  asked  Harvey  what  were  the  mistakes  made 
by  NH.  There  were  two  kinds,  he  said:  "There  was  a 
failure  of  our  analysts  to  foresee  adverse  changes  in  the 
fundamentals  of  several  companies  in  our  portfolio,  Le\  it/ 
for  example.  And  there  was  also  a  failure  of  the  fund's 
advisory  committee  to  cut  back  further  on  stocks  which 
were  either  way  overpriced  and,  or  which  had  appreciat- 
ed in  amounts  beyond  our  goal." 

Another  way  to  describe  this  might  be  to  say  that  may- 
be the  fund  got  careless  and  greedy.  However,  Harvej 
claims  that  the  mistakes  were  fairly  normal  ones;  it  is 
the  market  itself  that  has  accentuated  their  consequences: 

"This  current  market  decline  has  been  characterized  by 
a  distinct  lack  of  buyer  interest  in  small  growth  compa- 
nies, and  that  is  different  from  past  declines." 

But  the  question  is:  Different':'  Why  is  it?  Isn't  the 
reason  that  in  the  past  there  were  always  plenty  of  buy- 
ers for  the  little  growth  stocks  if  they  dropped  significant- 
ly? There  were  the  performance  mutual  funds  looking  for 
bargains.  Later  there  were  the  bank  trust  departments 
looking  for  ways  to  shed  their  old  stodgy  images.  In  the 
past,  the  small  growth  companies  had  their  downs,  but 
the  subsequent  ups  were  nearly  always  higher.  So  far.  this 
time,    there   have   been   only   downers;   no   uppers.    Levity 
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went  straight  down,  with  scarcely  a 
rally.  So  did  most  of  the  others. 

As  a  result,  New  Horizons  and  oth- 
er aggressive  growth  funds  have  taken 
a  beating.  NH  has  been  buying  fairly 
heavily  on  the  way  down.  In  the 
process,  it  reduced  its  cash  holdings 
from  12%  in  October  1972  to  7%  in 
May  1973,  committing  the  money 
coming  in  from  the  sale  of  new  shares; 
all  told  since  mid-1972  New  Horizons 
has  been  a  net  buyer  to  the  tune  of 
about  $60  million. 

A  buyer  of  which  stocks  in  the 
first  quarter?  Says  Harvey:  "Primarily 
lower  quality  growth  stocks:  Levitz, 
Bradford  Computer,  Vetco  Offshore, 
American  Television  &  Communica- 
tions, Viacom  International,  Scotty's 
Home  Builders  Supply."  In  almost  ev- 
ery case,  New  Horizons  has  large 
losses  on  these  recent  purchases. 

We  asked  the  inevitable  question: 
Had  the  bell  finally  tolled  for  the  T. 
Rowe  Price  type  of  investing?  Harvey 
answered  this  way: 

"Every  time  we  get  into  a  bad 
stock  market,  our  stockholders  begin 
writing  us  letters  asking  what's  wrong 
with  our  performance.  Are  we  sure 
we  know  what  we  are  doing?  Will 
growth  stocks  recover  again? 

"You  see,  it's  nothing  new.  We  got 
the  same  queries  back  in  the  early 
Sixties  and  in  1969-70." 

Harvey  is  saying:  That's  the  pat- 
tern. To  get  results,  you  must  take 
sizable  risks.  But  we  have  the  long 
trend  going  for  us. 

Harvey's  investors  seem  to  agree 
with  this  argument.  Last  year  T.  Rowe 
Price  New  Horizons  had  a  net  inflow 
of  some  $65  million  in  new  cash;  this 
at  a  time  when  most  mutual  funds 
were  suffering  severe  redemptions. 

But  many  people  are  disillusioned. 
Among  them  are  now  retired  founder 
T.  Rowe  Price  (who  has  cut  his  ties 
with  the  company).  Price  has  been 
urging  cash  and  caution  in  what  he 
sees  as  an  unpredictable  situation. 

The  fact  is  that  this  market  has 
been  different.  Once  clobbered,  growth 
stocks  are  tending  to  stay  clobbered. 

We  are  not  saying  there  won't  be 
any  more  Xeroxes,  real  growth  com- 
panies; there  probably  will  be.  We 
are  just  wondering  whether  there  will 
ever  be  enough  of  them  to  satisfy  all 
the  expectations,  now  running  into  the 
tens  of  billiojis  of  dollars.  In  the  past 
few  years  the  expectations  have  been 
too  often  satisfied  not  with  true 
growth  stocks  but  with  a  counterfeit 
of  the  real  thing.  And  people  are  be- 
ginning to  differentiate  between  the 
counterfeit  and  the  real  thing.  ■ 


GET  THE 
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1972  was  a  turn-around  year 

for  Allegheny  Ludlum  Industries:  record 

sales  of  almost  $575  million,  profits  the  best  since  1969. 

The  1972  Annual  Report  tells  of  our  continuing 

development  in  growth  markets  and  technological 

frontiers.  A  major  factor  in  specialty  steels,  Allegheny 

Ludlum  reaches  out  into  magnetics,  electronics, 

industrial  tools,  leisure  items  like  Jacobsen  mowers 

and  lawn  tractors  and  True  Temper  garden  tools  and 

recreational  items. . .wherever  there  is  growth 

opportunity  and  profit.  There's  more,-  write  for  your 

copy  today.  Allegheny  Ludlum  Industries,  Inc.,  2024 

Oliver  Building,  Pittsburgh,  Pa.  15222. 
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When  Life  Follows  Art 


Did  the  writer  of  Save  the  Tiger 
know  about  Stanley  Goldblum? 
No,  but  he  marvelously  caught  the 
environment  that  produced  the  Equity 
Funding  fraud. 


Having  absorbed  the  latest  gruesome 
details  about  Equity  Funding  Corp., 
a  Forbes  editor  went  to  catch  a 
nio\  ie  called  Save  the  Tiger  one  day 
last  month.  Our  staffer  could  scarcely 
believe  his  eyes.  There,  unfolding  on 
the  screen,  was  a  story  that  seemed 
inspired  by  Equity  Funding.  More 
than  that,  it  explains  plausibly  what 
may  have  motivated  Equity's  boss, 
Stanley  Goldblum. 

But  how  could  this  have  been?  The 
movie  script  was  written  in  1970.  The 
Equity  Funding  scandal  didn't  break 
open  until  the  spring  of  1973. 

The  film's  hero— if  hero  is  the  right 
word— is  a  high-living,  basically  decent 
Beverly  Hills  garment  manufacturer, 
played  by  Jack  Lemmon.  He  is  a 
self-made  success,  up  to  his  ears  in 
the  good  life.  After  a  bad  year  in 
business  he  cooks  the  books  for  the 
benefit  of  his  bankers  and  Uncle  Sam. 
After  a  second  bad  season— with  his 
back  to  the  wall— he  decides  to  burn 
one  of  his  factories  to  raise  enough 
cash  to  preserve  his  company.  The 
American  dream  degenerates  into  a 
felony.  Even  in  his  rationalization,  the 
hero  is  contemporary  American.  The 
script  has  the  hero,  Harry  Stoner,  say: 

"If  we  made  missiles  and  we  fell  on 
our  ass,  Congress  would  send  us  a 
certified  check.  We  just  happen  to 
make  dresses.  .  .  .anyway,  what's  a 
criminal  act?  Is  it  a  crime  to  keep 
your  business  going,  to  keep  people 
working,  to  preserve  18  years  of  your 
hard  work?'' 

Did  the  writer  know  in  advance 
about  Equity  Funding?  Or  was  this  a 
case  of  life  imitating  art? 

We  sent  our  West  Coast  bureau 
manager,  Frank  Lalli,  to  find  out.  He 
found  Steve  Shagan— the  film's  pro- 
ducer as  well  as  writer— living  in  (you 
guessed  it)  Beverly  Hills.  His  movie, 
too,  was  set  in  this  suburb  of  quiet 
cars  and  loud  parties,  of  Pucci-Guccis 
and  poolside  phones.  Beverly  Hills  was 
where  Bernie  Cornfeld  retreated  after 
his  mutual  fund  empire  blew  up.  It's 
where  Equity's  Stanley  Goldblum  lives 
with  his  two  Rolls-Boyces. 

No,  Shagan  explained,  he  didn't 
have  any  advance  knowledge  of  the 
Equity  scandal.  But  he  did  know  the 
atmosphere  that  produced  it. 

"Watergate  and  Equity  Funding 
didn't     surprise     me,"     Shagan     told 
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Life  in  the  business  zoo 
as  seen  by  producer-writer 
Shagan  (above)  and 
portrayed  by  Jack  Lemmon. 


Forbes.  "Life  in  America  hasn't  been 
on  the  level  for  a  long  time." 

Shagan  is  a  sentimental  middle- 
aged  man  of  45.  Maybe  his  memory 
is  playing  tricks  when  he  mourns  for 
the  simpler,  more  honest  America  he 
knew  as  a  kid  back  in  Brooklyn.  After 
all,  in  his  time  there  were  Ivar  Kreu- 
ger  and  McKesson  &  Robbins,  and,  be- 
fore that,  Teapot  Dome.  But,  no,  Sha- 
man says,  those  things  were  aberra- 
tions. When  he  was  growing  up  in  the 
Thirties  and  Forties  and  Fifties,  most 
people  still  played  by  the  rules.  Ath- 
letes were  clean-cut  folk  heroes,  not 
women-chasing,  product-endorsing 
wheeler-dealers.  Things  are  different 
today.  The  protagonist  of  his  movie 
is  no  aberration:  he's  a  product  of  our 
time.  So  are  Watergate  and  Equity 
Funding.  All  are  manifestations  of 
America's  eroding  ethics. 

In  the  film,  Harry's  older  partner 
opposes  committing  arson.  "It's  peo- 
ple like  us,  in  the  middle,  that  made 
this  country  work,"  the  partner  pleads. 
"If  people  like  us  do  that,  it  takes  it 
all  down.  That's  what's  ripping  this 
country  apart." 

But  Harry  argues:  "There  are  no 
rules,  only  referees.  And  there  is  no 
room  for  losers." 

In  the  end,  the  partner  goes  along 
with  arson  because  he  isn't  willing  to 
sacrifice  his  own  life  style— his  job, 
his  fishing— any  more  than  Harry  is. 

Over  lunch  in  his  darkened  living 
room,  with  worn  Glen  Miller  records 
murmuring  in  the  background,  Sha- 
gan said:  "There  is  a  paralytic  virus 
in  the  air.  If  you  are  middle-aged, 
you  have  nothing  left  to  believe  in. 
You  know  that  politicians  lie,  big 
businessmen  cheat  and  even  the  over- 
paid ballplayers  go  on  strike  to  get 
even  more.  All  our  heroes  are  tainted. 

"When  there's  nothing  left  to  be- 
lieve in,  all  you  can  do  is  try  to  sur- 
vive as  comfortably  as  possible.  That's 
why  Save  the  Tiger  frightened  peo- 
ple. The  middle-class  hero,  Hany 
Stoner,  bought  the  whole  overpriced 
American  dream— the  house  in  Bev- 
erly Hills,  the  whole  shot.  Then  there 
was  nothing  left  to  do  but  lie  and 
cheat  to  maintain  it." 

No  wonder,  Shagan  speculates, 
that  the  general  public  is  staying 
away  from  the  stock  market  today. 
It  doesn't  trust  the  market  or  the 
brokers  or  even  the  managements. 
Shagan  remembers  when  investing 
was  a  way  of  worshipping  America: 
"Maybe  all  we  could  afford  was  ,i 
single  share.  But  the  whole  family 
would  gather  around  the  kitchen 
table  and  discuss  what  to  buy.  We 
didn't  just  mention  I'.S.  Steel  or  Gen 
era!  Motors.  We  invoked  then  names 
with    great    respect.    General    Motors' 

That  was  America!" 
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The  story  behind  Gould's  growth  from  a  $115  million  battery 
company  to  a  $500  million-plus  company  in  just  five  years. 


i 


The  mother  of  invention. 


Some  companies  are  able  to  invent 
products  to  meet  their  markets' 
needs.  But  sometimes  what  a  market 
needs  can't  always  be  created  within 
the  scope  of  what  a  company  knows. 

At  Gould,  a  new  product  often 
results  from  the  way  we  cross- 
pollinate  our  technologies.  By  trans- 
ferring these  technologies  from  one 
business  to  another,  we  have  a  better 
chance  of  creating  the  products  our 
customers  need. 

For  example,  a  radically  new  elec- 
tric heating  element  and  our  thin 
copper  foil  made  by  our  electro 
deposition  process  came  out  of 
metallurgical  technology  we  devel- 
oped  in  the  automotive   bearing 


business.  And  our  battery  technol- 
ogy is  helping  expand  our  markets 
for  instruments  and  recorders  by 
making  these  products  portable. 

This  cross-pollination  works  be- 
cause our  technologies  are  closely 
related  and  support  one  another.  To 
keep  it  working,  our  corporate  R&D 
Committee  meets  monthly  to  review 
on-going  and  new  projects.  So 
they're  able  to  monitor  new  develop- 
ment programs  and  communicate 
progress  throughout  the  company. 
The  result  is  a  broad  and  objective 
search  for  the  ultimate  solution  to  a 
customer's  problem. 

Each  Gould  division  has  its  own 
Product  Development  Department. 


This  means  the  future  needs  of  our 
customers  are  recognized  and  em- 
phasized on  the  divisional  level. 

We  believe  our  combination  of 
unique  technical  capabilities  is  an- 
other reason  for  our  growth  record. 
A  record  showing  that  during  the 
prior  five  years  earnings  per  share 
increased  at  a  compounded  annual 
rate  of  1 2% ,  in  spite  of  one  down  year. 

Gould  Inc.,  8550  West  Bryn  Mawr 
Avenue,  Chicago,  Illinois  60631. 

->  GOULD 

the  proud  inventors 


This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 
New  Issue  May  17, 1973 

Columbus  and  Southern  Ohio  Electric  Company 

900,000  Common  Shares 

Without  P*r  Value 


Price  $26.25  per  share 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are 

anion;;  the  underwriters  named  in  the  prospectus)  as  may  legally  offer 

these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 


The  Ohio  Company 


Blyth  Eastman  Dillon  &  Co.    The  First  Boston  Corporation    Goldman,  Sachs  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes       Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis        Salomon  Brothers        Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc. 


Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.     Reynolds  Securities  Inc.     Shearson,  Hammill  &  Co. 


Incorporated 


GOLFERS,   YACHTSMEN,   HUNTERS,    PHOTOG- 
RAPHERS...DETERMINE  DISTANCES  QUICKLY 
&  ACCURATELY  WITH 

ranger 

You  can  measure  distances  from  just  a  few 
inches  to  almost  as  far  as  the  eye  can  see  .  .  . 
quickly  and  accurately.  Photographers  use  it 
for  perfect  focus;  golfers  to  select  the  right 
club;  yachtsmen  to  plot  precise  chart  positions. 
Excellent  for  measuring  rough  terrain.  May  even 
be  used  to  measure  variations  in  the  moon's 
orbit.  This  precision  optical  instrument  was 
developed  by  a  renowned  physicist .  Extremely 
useful  and  simple  to  use.  Direct  readings  in 
miles,  yards,  or   any  other  unit. 

□  Send  me  the  Ranger  $24.50 

□  Send  me  belt-looped  vinyl  case  $1.95 

My  check  for  the  above,  plus  $1  post.  &  insur- 
ance is  enclosed.  Calif,  add  sales  tax.  Return 
in  two  weeks  if  not  delighted. 

Name_ 


Address. 


584  Washington  St. 

San  Francisco,  94111 

(415)  981-5688 


■  Zip. 


Fwyj 


havephills 


Because  executive  and  pro- 
fessional men  and  women 
sometimes  need  a  personal 
loan,  too... 

Now 

you  can  borrow 

$1,500  to  $25,000  in 

absolute  privacy 

entirely  by  mail. 


No  time-consuming  interview  and  no 
embarrassment.  Repay  in  convenient 
low  monthly  sums. This  popular  method 
of  obtaining  cash  by  mail  is  currently 
being  utilized  by  prominent  and  busy 
individuals  who  desire  fast  service, 
conveniently  in  the  privacy 
home  or  office.  Offered  by 
a  subsidiary  of  one  of 
America's  most  respected 
financial  institutions.  For 
immediate  details  (no 
one  will  call),  write  .  .  . 


Associates  Financial  Services  Corp. 
Suite  3023,  1030  E.  Jefferson  Blvd., 
South  Bend,  Indiana,  or  call  collect 
Mr.  Jack  McMahon  at  219/284-2458. 
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And  what  do  the  same  kind  of 
people  discuss  at  their  kitchen  table 
today?  Shagan  answered  his  own 
question:  tires  that  wear  out  after 
5,000  miles.  Cars  that  cost  $7,000 
and  get  eight  polluting  miles  to  the 
gallon.  Cereal  boxes  half  filled  with 
air.  Cans  of  tuna  laced  with 
mercury  .  .  .  ! 

In  the  movie,  after  Harry's  garment 
firm  has  a  bad  year,  the  bank  cuts 
off  its  credit,  even  though  the  two 
have  done  business  together  for  15 
years.  Shagan  savours  that  detail.  He 
means  it  to  symbolize  the  imperson- 
alization  of  American  life. 

"Once  I  asked  my  father  how  he 
got  a  bank  loan  to  keep  his  small 
import-export  business  going.  He  an- 
swered: 'Because  Mr.  Cosgrove  at 
Irving  Trust  believes  in  me.' 

"That  was  something  to  hang  on  to 
in  the  Depression. 

"But  today.  Today  you  fill  out  forms 
and  a  computer  makes  the  decision. 
The  banker  doesn't  believe  in  you.  You 
don't  believe  in  him." 

No  Dreams? 

In  the  movie's  big  scene,  an  old- 
world  craftsman,  an  elderly  man  who 
has  worked  hard  all  his  life  for  a 
bare  living  with  few  frills,  asks  the 
hero:  "What  do  you  want,  Harry?" 

Says  our  hero:  "Another  season." 

The  old  man  shakes  his  head:  "No 
dreams?  No  hopes?  Just  another  sea- 
son? I  feel  sorry  for  you." 

"Another  season,"  said  Shagan,  "is 
all  most  of  us  want  today.  The  chair- 
man of  the  board  wants  another  good 
quarter  to  report  to  the  stockholders. 
And  the  guy  in  the  factory  only  wants 
to  get  through  the  day  so  he  can  go 
home  to  watch  Joe  Namath  get 
dumped  in  living  color." 

In  the  end  the  viewer  can  take 
Save  the  Tiger  two  ways. 

You  can  agree  with  the  writer  that 
Save  the  Tiger  and  Equity  Funding 
and  Watergate  and  shoddy  products 
and  crooked  bookkeeping  all  mirror 
the  basic  corruption  of  American  life. 

Or  you  can  look  at  a  sunnier  side: 
that  the  apparent  willingness  of  Amer- 
icans to  criticize  their  own  society 
and  talk  honestly  about  its  shortcom- 
ings—whether in  movies,  in  the  press 
or  at  the  kitchen  table— is  a  sign  of 
health.  Corruption  is  almost  universal 

in  the  world;  Americans  at  least  have 
the  capacity  to  be  appalled  by  it. 

Either  way,  though,  one  thing  docs 
lead  to  another.  Look  at  where  greed 
led  the  investing  public:  from  phony 
"concepts"  to  fake  bookkeeping  and 
finally  to  Forged  insurance  policies. 
From  imaginative  exaggeration  to  out- 
right crime 

Fraud,  after  all,  is  one  way  tO  make 
it  to  next  season.   ■ 
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Effective  September  8, 1973,  TV  GUIDE  moves  up  to  the  largest  rate  base  in  magazine  history. 


PERFORMANCE.  ITS  A 
TERRIFIC  ENVIRONMENT 
FOR  ADVERTISING 


TV 


NUMBER 

ONE 

magazine 
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Building  the  biggest  rate  base  in  publishing  begins  with  editors,  and 
how  readers  react  to^n  editorial  point  of  view.  As  we  see  it,  television  is  too  big 
and  too  important  to  ignore.  We  program  it,  we  report  it,  and  interpret  its  impact 
on  the  way  we  live.  The  reader  reaction  has  created  the  greatest  circulation 
franchise  in  magazine  publishing. 

TV  GUIDE'S  circulation  this  year  has  averaged  more  than  19  million 
copies  per  week.  There  is  an  economic  side  to  that  circulation  that's  as  important 
as  the  sales  figure.  We  continue  to  deliver  circulation  at  the  lowest  cost  per  thou- 
sand of  any  major  magazine.  Because  our  readers  buy  us.  We  don't  buy  them. 
When  you  buy  advertising,  that's  worth  thinking  about. 

HOW  AMERICA'S  BIGGEST  MAGAZINES  GO  TO  MARKET 


Magazine 

Rate  Base 

B&W  Page 

4-Color  Page 

Cost 

CPM 

Cost 

CPM 

TV  Guide 

18,000,000 

$40,500 

$2.25 

$51,500 

$2.86 

Digest 

17,750,000 

51,375 

2.89 

61,765 

3.48 

TRIANGLE  PUBLICATIONS,  INC. 


As  I  See  It 

Ian  Smith:  Unabashed  Racism 

Rhodesian  Prime  Minister  Ian  Smith 
doesn't  apologize  for  his  government's 
white  supremacy  policies. 
What  about  the  black  majority? 
They  prefer  it  that  way,  Smith  insists. 


Rhodesia  in  the  Sixties  and  Seventies  may  well  go  down  in  history  as 
one  of  the  great  defeats  for  moral  persuasion  on  an  international  scale- 
like  the  League  of  Nations'  ill-fated  sanctions  against  the  Italian  invasion 
of  Ethiopia  in  the  Thirties.  Both  Britain— the  former  mother  country— and 
the  United  Nations  Security  Council  have  imposed  trade  embargoes  on 
this  African  country,  in  an  effort  to  compel  the  small  white  minority  to 
share  political  power  with  the  huge  black  majority.  The  embargo  has  been 
cynically  flouted  all  over  the  world;  the  U.S.  Congress  has  even  passed  a 
law  in  effect  banning  discrimination  against  imports  of  Rhodesian  chrome, 
nickel  and  ferroalloys.  The  West  Germans,  the  Dutch,  the  Japanese 
and  the  Swiss  have  blithely  ignored  the  embargo,  and  so,  when  the  chips 
were  down,  have  the  Zambians  and  the  Congolese.  Only  the  British  seem 
to  have  made  much  of  an  effort  to  hold  the  line.  Despite  the  sanctions, 
therefore,  this  smallish  country  of  nearly  6  million  inhabitants  exported 
over  a  quarter  of  a  billion  dollars  worth  of  goods  last  year. 

Faced  with  the  failure  of  sanctions,  black  Africa  is  increasingly  turn- 
ing to  violence  against  white  Rhodesia.  From  bases  in  neighboring  coun- 
tries, trained  guerrillas  have  been  raiding  Rhodesia,  and  life  there  is 
growing  less  secure.  In  response,  Rhodesian  Prime  Minister  Ian  Smith  has 
pushed  his  government  into  an  increasingly  racist  stance.  Formerly,  a  mi- 
nority of  educated  blacks  were  integrated,  superficially  at  least,  into  the 
social,  political  and  educational  life  of  the  country.  No  longer.  As  black 
guerrilla  activity  has  mounted,  so  have  Rhodesia's  racial  barriers,  even 
against  the  educated  minority  of  blacks. 

But  what  sanctions  and  guerrillas  have  failed  to  do,  other  forces 
may  be  accomplishing.  There  are  signs  that  the  Smith  regime  is  getting 
shaky.  A  drought  has  curtailed  Rhodesia's  vital  exports  of  tobacco,  beef 
and  sugar.  In  a  dispute  with  neighboring  black-ruled  Zambia  over  the 
guerrilla  raids,  Smith  closed  the  frontier,  and  Rhodesia  is  losing  $30  mil- 
lion a  year  in  Zambian  business  for  Rhodesia's  railroads.  (Zambia  has 
worked  out  alternative  routes  to  the  sea  for  its  copper— by  rail  through 
Angola  to  Lobito  and  by  truck  through  Tanzania  to  Dar  es  Salaam.) 

On  a  swing  through  southern  Africa  recently,  Forbes  Senior  Editor 
James  Cook  talked  with  white  businessmen,  whom  he  found  increas- 
ingly doubtful  about  the  long-range  survival  of  the  Smith  regime.  He  also 
interviewed  Prime  Minister  Smith.  A  gangling,  paper-thin  man  with  a 
diffident  manner  and  remarkable  sky-blue  eyes,  Smith  does  not  look 
like  a  racist  fanatic.  His  views,  however,  are  those  of  a  man  cut  off 
from  the  rest  of  the  world  and  increasingly  self-righteous  in  his  ac- 
tions. He  believes  that  Zambia  exists  in  a  state  of  chaos  these  days 
(which  it  does  not),  that  Zambia  has  been  hurt  more  by  the  border 
closing  than  Rhodesia  has  (which  does  not  appear  to  be  so  either)  and 
he  even  believes  that  black  Rhodesians,  and  particularly  the  black  busi- 
ness community,  support  his  regime.  Here  are  some  excerpts  from  the 
Smith  interview: 


It  has  been  over  three  months  now 
since  Rhodesia  reopened  its  border 
with  black-ruled  Zambia,  and  yet 
the  Zambians  still  keep  their  side  of 
the  border  closed.  Is  the  closing 
permanent?  How  long  do  you  think 
they  can  hold  out? 


Smith:  How  would  I  know  that  one? 
We  get  reports  every  now  and  again 
telling  us  that  things  are  pretty  cha- 
otic up  there.  It  seems  as  though 
those  sort  of  people  can  go  on  living 
under  chaos.  Maybe  you  and  I  can't, 
but  they  can. 


Has  their  refusal  to  reopen  the 
border  seriously  damaged  the  Rho- 
desian economy? 

Smith:  I  don't  think  one  could  say  it 
has  damaged  our  economy.  I  think 
it  is  correct  to  say  that  there  are  a 
few  people  who  would  be  better  off 
if  it  were  open.  But  this  is  a  small 
problem  by  comparison  with  the  sort 
of  problems  we  faced  with  sanctions. 

It's  the  loss  of  that  Zambian  rail- 
road traffic  that  has  hurt  you  most. 

Smith:  That  is  the  biggest  area.  There 
are  compensations,  though.  Many  of 
our  producers  of  primary  products 
such  as  chrome  Ote,  asbestos  and  iron 
ore  have  complained  that  they  have 
not  been  able  to  get  sufficient  trans- 
port to  export  their  stuff,  and  so  for  a 
long  time  we  have  been  looking  lot- 
more  rolling  stock.  Closing  the  Zam- 
bian   border    lias    assisted    us    in    that 

direction.  Not  that  it  has  completely 

compensated  us. 

HOW  did  the  Imposition  of  sanctions 
by  the  British  and  the  United  Na- 
tions affect  you? 

Smith:  The  imposition  ol  sanctions 

created  many  trading  problems  loi  us. 
We  arc  compelled  to  export   at   a  dis- 
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If  your  insurance  service  can't 

help  decorate  your  company  offices, 

maybe  you've  outgrown  it. 


It's  not  a  question  of  looks. 

It's  a  matter  of  money. 

Specifically:  lower  insur- 
ance rates  through  the  kind 
of  "decorating''  that  will  make 
your  company  a  safer  risk. 

It  may  be  nothing  more 
than  putting  in  a  few  more  fire 
extinguishers.  Or  shaping  up 
your  present  sprinkler  system. 

Or  more  elaborate  safety 
improvements  which  our  rating 
specialists  and  fire  protection 
consultants  may  recommend 
after  in-depth  analysis  and 
evaluation. 

The  kind  that's  made 
Alexander  &  Alexander  one  of 
the  world's  largest  insurance 
broker/agents  and 
consultants. 

But  while  this  service  is 
specifically  aimed  at  putting 
your  company  into  a  lower  rate 
classification,  it's  also  clearly 
designed  for  the  greater 
protection  of  your  employees 
and  your  equipment. 

And,  of  course,  your 
profits.  * 

For  example,  through 
on-the-spot  risk  analysis  by 
our  Loss  Control  Department, 
we  showed  a  molded  parts 


-  * 


Now  if  your  present 
insurance  service  doesn't  offer 
you  this  kind  of  risk  analysis 
and  safety  control,  it's  likely 
you  have  a  problem  that's 
pretty  common  among  growing 
companies. 

We  call  it:  outgrowing 
your  insurance  service. 

In  fact,  we've  written  an 
interesting  and  informative 
book  on  the  entire  subject: 
"How  To  Tell  When  Your 
Company  Has  Outgrown  Its 
Insurance  Service.''  We'll  be 
•  happy  to  send  you  a  compli- 
mentary copy. 

Just  write  on  your 
company  letterhead  ( please 
include  your  title )  to : 
Alexander  &  Alexander  Inc., 
Dept.  B  ,  1185  Avenue  of  the 
Americas,  New  York,  N.  Y.  10036. 
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manufacturer  how  risky  it  was 
to  rely  on  a  single  air  compres- 
sor. And  a  glass  manufacturer 
how  risky  it  was  to  depend  on  a 
single  oven. 

While  improvements  like 
these  usually  mean  spending 
money,  we  think  you'll  find  that— 
in  the  long  run— they  more  than 
pay  for  what  they  actually  cost. 

We've  made  a  name  for  ourselves. 
Now  we're  making  a  face  for  ourselves 

Alexander 
gAjexander 
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Mailgram. 

New  nationwide  service 
from  Western  Union. 


MAILGRAM  SERVICE  CENTER 
MIDOLETCWN  VA  22645 


"  Mailgram 
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MR.  4  MRS.  THE0O0RE  F.  RIES 
107  SOUTH  GATE  VILLAGE 
VERO  BEACH,  FLORIDA  32960 


Here's  a  brand  new  way  to  send 
an  important  message.  It's  called 
Mailgram.  It's  a  service  that  combines 
the  delivery  facilities  of  the  mail  with 
the  speed  of  direct  electronic  trans- 
mission. It  works  this  way:  You  phone 
your  message  to  Western  Union,  toll- 
free,  and  our  computer  transmits  it 
to  a  Post  Office  near  your  addressee. 

There  it  is  put  in  a  distinctive 
envelope  and  delivered  by  regular 
letter  carrier,  normally  the  next 
business  day. 

Mailgram  arrives  in  a  blue  and 
white  envelope  that's  bound  to  get 
attention.  So  it's  ideal  for  selling, 
buying,  collecting,  or  congratulating. 

Impact  of  a  telegram  at 
less  than  half  the  cost. 

You  can  send  a  100- word 
Mailgram  to  anyone,  anywhere  in  the 
48  states  for  only  $1.60.  If  you  have  a 
Telex,  TWX,  or  Info-Corn  in  your 
office,  it  costs  about  one-third  less. 
And  high- volume  users  can  send 
Mailgrams  via  magnetic  tape  at  the 


lowest  cost  of  all. 

Send  a  Mailgram  any  hour  of 
the  day  or  night.  When  you  phone  in  a 
Mailgram,  your  call  will  be  answered 
within  three  rings  or  less  by  our  new 
telephone  answering  service  that's 
the  largest  in  the  world. 

Mailgrams  are  just  one  way 
we're  making  progress. 

Over  the  past  seven  years, 
we've  invested  one  billion  dollars  to 
rebuild  our  century-old  company. 
Try  us  now.  You'll  be  surprised 
how  fast  and  easy  it  is  to  send  not 
only  telegrams  but  our  new 
Mailgrams  as  well. 

Call  for  a  free  booklet  on 
the  use  of  Mailgrams. 

Find  out  what  Mailgram  can  do 
for  you.  A  toll-free  call  to  Western 
Union  will  show  how  fast  we  answer 
the  phone.  Furthermore,  we'll  send 
you  a  booklet,  "How  to  make  friends, 
or  money,  (or  both),  ^jyj  ^J 

with  Mailgrams."        western  union 


To  test  our 
improved  service, 

call  us  toll  free: 

If  this  listing  isn't  handy,  ask  Information 
for  Western  Union's  number. 
When  calling  Toll-free 

from:  numbers: 

Alabama 800  325  5300 

Arizona 800  648  4100 

Arkansas 800  325  5100 

California 

Los  Angeles 627  2711 

Oakland 832  6400 

San  Diego 232  2151 

San  Francisco 986  2626 

Santa  Ana 835  7621 

Colorado 800  325  5400 

Connecticut 800  627  2211 

District  of  Columbia 800  257  221 1 

Delaware 800  627  2211 

Florida 800  325  5500 

Georgia 800  257  2231 

Idaho 800  648  4100 

Illinois 800  325  5100 

Indiana 800  325  5200 

Iowa 800  325  5100 

Kansas 800  325  5100 

Kentucky 800  325  5100 

Louisiana 800  325  5300 

Maine ' 800  627  2231 

Maryland 800  257  221 1 

Massachusetts 800  627  2221 

Michigan 800  325  5300 

Minnesota 800  325  5300 

Mississippi 800  325  5200 

Missouri 800  342  5700 

Montana 800  325  5500 

Nebraska 800  325  5100 

Nevada 800  992  5700 

New  Hampshire 800  627  2221 

New  Jersey 800  632  2271 

New  Mexico 800  325  5400 

New  York 

New  York  City  from  area  212 459  8100 

Far  Rockaway  from  area  212 327  1500 

Hempstead      from  area  516 538  6900 

Huntington      from  area  516 586  2660 

Patchogue       from  area  516 924  8100 

Staten  Island  from  area  212 761  8100 

Remainder  of  New  York  State  .  .  800  627  221 1 

North  Carolina 800  257  2231 

North  Dakota 800  325  5400 

Ohio 800  325  5300 

Oklahoma 800  325  5100 

Oregon 800  648  4100 

Pennsylvania 
East  Pa.  from  area  215  &  717  .  .800  627  2211 
West  Pa.  from  area  412  &  814 .  .  800  257  2221 

Philadelphia 923  0500 

Rhode  Island 800  627  2221 

South  Carolina 800  257  2231 

South  Dakota 800  325  5300 

Tennessee 800  325  5100 

Texas 800  325  5300 

Utah : 800  648  4100 

Vermont 800  627  2221 

Virginia 800  257  2221 

Washington 800  648  4500 

West  Virginia 800  257  2221 

Wisconsin 800  325  5200 

Wyoming 800  648  4500 


Note:  Western  Union  receives  hundreds  of  thousands 
of  telephone  calls  every  day.  At  the  present  time,  it  is 
technically  impossible  to  route  all  these  calls  through 
one  toll-free  number.  We  now  have  only  29  toll-free 
numbers  for  the  48  states.  Within  the  next  few  years 
we  plan  to  have  one  nationwide  telephone  number. 
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As  I  See  It 


count  and  import  at  a  premium.  This 
has  had  the  effect  of  reducing  profit 
margins  internally,  and  it  has  had  an 
adverse  effect  on  our  balance  of  pay- 
ments and  foreign  reserves.  These 
factors  clearly  have  a  serious  inhibit- 
ing effect  on  the  creation  of  job  op- 
portunities. 

Even  so,  Rhodesia's  gross  domestic 
product  has  been  growing  at  over 
10%  annually  in  recent  years,  the  bal- 
ance of  payments  was  favorable  until 
two  years  ago  and  inflation  has  been 
kept  reasonably  under  control. 

Smith:  I  think  this  is  mainly  because 
we  have  a  country  that  is  inherently 
well  endowed  with  natural  resources. 
We  have  a  lot  of  things  here  that  the 
rest  of  the  world  wants— things  like 
chrome,  asbestos,  lithium,  nickel,  coal, 
and  so  it  goes  on.  I  assure  you  there 
is  no  problem  in  selling  these  things; 
the  problem  is  to  supply  the  demand. 
Our  country  has  proved  to  be  a  draw 
to  people  who  want  to  come,  both 
to  invest  here  and  even  to  live  here. 

7  assume  one  of  your  principal  prob- 
lems has  been  the  inability  to  get  the 
outside  capital  that  any  developing 
country  needs  these  days. 

Smith:  We  have  been  able  to  get 
some  outside  capital,  but  the  fact  that 
we  have  had  sanctions  has  had  an 
inhibiting  effect.  It  hasn't  stopped  it 
completely.  It  has  simply  slowed  the 
inflow  of  capital  down. 

Most  of  it  comes,  I  suppose,  from 
either  Portugal  or  South  Africa. 

Smith:  No. 

From  elsewhere  in  the  world? 

Smith:  Yes.  In  addition,  we  have  had 
many  inquiries  from  people  who  come 
and  visit  us  and  see  the  opportunities 
and  say  if  only  there  were  a  settle- 
ment they  would  be  willing  and  ready 
to  come  in. 

Britons  and  Americans  included? 

Smith:  I  would  rather  not  mention 
any  specific  countries  because  this 
might  be  an  embarrassment,  but  I 
can  assure  you  we  get  representations 
from  countries  all  over  the  world. 

You've  announced  that  you're  pre- 
pared to  reopen  negotiations  with 
Great  Britain  on  the  settlement  issue. 
Do  you  think  you'll  get  appreciably 


further  than  you  did  two  years  ago? 

Smith:  I  believe  the  time  has  come 
for  us  to  go  forward  once  more  and 
see  if  we  can  reach  an  agreement.  If 
we  don't  make  a  try,  we'll  never  suc- 
ceed. The  principal  problem  is  to  con- 
vince the  British  government  of  what 
the  thinking  of  responsible  African 
opinion  is. 

Rhodesia  and  Britain  had  worked 
out  a  tentative  settlement  that  granted 
limited  suffrage  to  the  blacks  but  re- 
stricted their  maximum  parliamentary 
voting  strength  to  50%  despite  the 
fact  that  they  make  up  over  97%  of 
the  population.  But  that  broke  down 
when  the  Pearce  Commission,  which 
the  British  had  created,  reported  that 
responsible  black  opinion  was  opposed 
to  the  settlement.  So,  you  and  the 
British  seem  to  disagree  on  what  con- 
stitutes responsible  black  opinion. 

Smith:  The  Pearce  Commission  ex- 
ercise in  no  way  reflected  African 
opinion.  Even  if  one  accepted  that  it 
was  the  correct  method,  they  them- 
selves stated  that  they  only  saw— was 
it  6%,  7%?— of  the  African  population. 
How  can  you  assess  opinion  on  such 
a  small  percentage?  I  believe  there's 
substance  to  our  claim  that  this  in  no 
way  represents  African  opinion. 

The  big  problem  is  that  you're  talk- 
ing to  people  about  a  constitution. 
I'm  not  exaggerating  when  I  say  that 
less  than  10%  of  them  understand  the 
meaning  of  the  word  "constitution," 
so  how  can  you  explain  the  pros  and 
cons  of  one  of  the  most  involved  con- 
stitutions in  the  world  today? 

Isn't  the  principal  problem  that  the 
new  constitution  prohibits  black  Rho- 
desians  from  gaining  the  political 
power  their  numbers  might  entitle 
them  to  for  the  foreseeable  future? 

Smith:  We  do  have  certain  divisions 
which  are  traditional  in  Rhodesia  and 
which  have  been  here  ever  since  we 
have  had  a  Rhodesia.  In  the  main, 
the  racial  divisions  have  been  created 
to  protect  the  black  man,  not  the 
white  man.  For  example,  your  divi- 
sions of  your  land.  I  think  it  is  ac- 
cepted by  all  that  if  there  had  been 
no  division  of  land,  the  European, 
the  white  man,  would  have  owned 
just  about  all  the  land  in  Rhodesia, 
so  we  have  preserved  half  of  the 
land  for  the  black  man,  specifically 
to  protect  him  and  assure  that  he 
cannot  be  exploited  by  the  white  man 
with  his  superior  knowhow  and  skill 
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Thil  announcement  it  not  an  offering.  No  offering  it  made  except  by  a  Protpeetut  filed  with  the  Department  of  Law  of  the 

Slate  of  New  York  and  the  Bureau  of  Sceuritiet,  Department  of  Law  and  Public  Safety  of  the  State  of  New  Jertey. 

Neither  the  Attorney  General  of  the  State  of  New  York  nor  the  Attorney  General  of  the  State  of  New  Jersey 

nor  the  Bureau  of  Seairitiet  of  the  State  of  New  Jersey  hat  passed  on  or  endorsed  the  merits  of  this 

offering.  Any  representation  to  the  contrary  is  unlawful. 


NEW  ISSUE 


May  9, 1973 


650,000  Units 

Hamilton  Investment  Trust 

650,000  Shares  of  Beneficial  Interest 

and 

Warrants  to  Purchase  650,000  Shares  of  Beneficial  Interest 


Initially  offered  only  in  Units,  each  consisting  of  one  Share  of  Beneficial  Interest 
of  the  Trust,  together  with  a  Warrant  to  purchase  one  additional  Share  at  a  price 
of  $20  per  Share,  subject  to  adjustment  in  certain  events.  The  Shares  and  the 
1973  Warrants  may  not  be  transferred  separately  until  a  date  (not  later  than  August 
6,  1973),  to  be  fixed  by  the  Trust  with  the  consent  of  the  Representatives  of  the 
Underwriters.  Thereafter  the  1973  Warrants  will  be  exercisable  until  May  8,  1983. 


Price  $19.50  Per  Unit 


Copies  of  the  Protpeetut  may  be  obtained  in  any  State  from 
only  such  of  the  teveral  underwritert,  including  the  under- 
signed,  at  may  lawfully  offer  thete  tecuritiet  in  tuch  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Bateman  Eichler,  Hill  Richards 

Incorporated 


duPont  Glore  Forgan       Goldman,  Sachs  &  Co.       Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated  Incorporated 


Lehman  Brothers 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Stone  &  Webster  Securities  Corporation 


Smith,  Barney  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 


E.  E  Hutton  &  Company  Inc.  Reynolds  Securities  Inc.  Shearson,  Hammill  &  Co. 

Incorporated 


the  man  you  want 

to  succeed 

reads 
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and  ability  and,  of  course,  his  capital 
that  will  come  in  from  all  over  the 
world  in  order  to  take  up  and  buy 
this  land,  good  land,  which  is  today 
probably  the  cheapest  in  the  world. 

So  I  say  this:  Most  of  the  legisla- 
tion that  discriminates  between  black 
and  white  has  been  instituted  for  the 
protection  of  the  black  man. 

In  the  circumstances,  do  you  think 
world  opinion  will  support  you  in 
your  desire  for  a  settlement,  one 
which  leaves  power  in  white  hands? 

Smith:  It  is  very  difficult  to  predict 
that.  We  don't  have  as  much  contact 
with  the  rest  of  the  world  as  we 
would  like.  But  from  our  experience, 
I  would  say  that  intelligent  world 
opinion  will  go  along  with  us,  know- 
ing that  a  settlement  is  in  the  best 
interests  of  Rhodesia,  that  it  will 
bring  even  greater  benefits  to  black 
Rhodesians  than  to  white  Rhodesians. 

You're  suggesting  that  sanctions 
hurt  blacks  more  than  whites? 

Smith:  I  don't  think  there  is  any  doubt 
about  that.  The  African  today  does 
form  the  bulk  of  the  working  class,  the 
laboring  class,  and  where  operations 
have  had  to  be  restricted  because  of 
sanctions,  then  it  is  mainly  this  type 
of  person  that  has  been  affected.  In 
many  cases  he  has  lost  his  employ- 
ment. If  people  have  to  contract  their 
operations,  they  normally  retain  the 
executive  people  at  the  top,  the  man- 
agement. If  you  have  a  manager  of  a 
concern,  you  must  have  him  whether 
you're  working  at  100%  of  capacity 
or  50%  of  capacity.  What  you  do  is 
you  retrench  a  certain  number  of 
your  laboring  class,  the  working  class, 
and  this  has  affected  the  African 
more  than  the  European. 

Everybody  talks  about  these  out- 
breaks of  guerrilla  warfare  these  days. 
Just  how  serious  are  they? 

Smith:  This  is,  of  course,  blown  up 
and  exaggerated.  As  I've  said  on 
many  occasions,  it  was  a  little  more 
serious    than    we   expected,    because 

these     people    entrenched     thenisekes 

before  we  were  made  aware  of  it. 
Hut  we  are  gradually  getting  on  top 

ol    it.    And    there's    no   doubt    that    in 

time  we  will  eliminate  it  completely, 

We  like  tO  see  people  eoine  in  heie 
to  put  OVei  the  truth,  because  our 
ease  is  twisted  and  distorted,  you 
know,  and  all  we  ask   lor  is  the  truth 

to  be  put  over.  ■ 
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WHEN  THE  OBVIOUS  MOVE  IS 

IS  ITEL 


It  makes  good  sense  to 
select  a  top-quality  computer 
mainframe  like  the  IBM 
System/370. 

But  the  smart  way  to 
get  your  System/370 
is  through  ITEL. 

Because  our  Packaged 
Lease  Program  gives 
you  an  IBM  System/370, 
complete  with  techno- 
logically advanced  ITEL 
Disk  Drives  and  AMS  Mono- 


lithic Memory.  Virtual 
Storage  is  available  if  you 
want  it.  And  here's  the 
best  part : 

ITEL  lease  terms  range 
from  three  to  eight  years, 
and  savings  can  be  as  great 
as  60%  of  IBM  rental. 

Obviously,  our  custom- 
ers like  the  terms.  That's  why 
we  have  $300  million  of  IBM 
computer  equipment  on 
lease  right  now. 


From  ITEL,  you  get 
top-quality  equipment. 
Around-the-clock  service. 
Remarkable  savings. 

When  you're  ready 
to  make  a  computer  move, 
those  are  very  good  reasons 
to  call  the  Data  Products 
Group  at  ITEL -the 
financial 
alternative^ 
to  IBM.       CORPORATION 

One  Embarcadero  Center,  San  Francisco, 
California  94111  Phone:  (415)  989-4220 


The  building  world 

always  needs 

fresh  ideas  to  save  money. 


To  increase  office  efficiency,  a 
Westinghouse  panel-hung  furni- 
ture system.  One  insurance  com- 
pany switched  from  conventional 
offices  to  this  Westinghouse  ASD 
Group  system,  raised  measured 
office  efficiency  18%.  Simple  to 
erect,  inexpensive  to  change 
layout  to  meet  people's  needs. 


Westinghousehi 


To  increase  usable  space:  Westinghouse  high-speed 
elevators  to  sky  lobbies.  The  1 1 0-story  Sears  Tower 
is  like  three  buildings,  one  on  top  of  the  other,  each 
with  its  own  elevator  system.  You  get  to  the  lobbies 
of  the  two  upper  "buildings"  by  special  high-speed, 
double-deck  shuttle  cars,  then  go  on  to  your  floor 
in  conventional  elevators.  Saves  27,000  sq.  ft.  of 
usable  space,  compared  to  a  system  that  serves  all 
floors  from  the  ground. 


To  save  on  electricity,  this  Westinghouse  system 
combined  lighting,  heating,  cooling  with  ceiling. 

Office  lighting  produces  heat— this  unique  system 
utilizes  it.  Warms  the  building  when  it's  cold,  carries 
away  heat  when  it's  hot.  Savings  on  electricity  for 
heating,  cooling  and  lighting,  about  26%.  Remark- 
ably, construction  costs  are  also  lower.  Fcr  com- 
mercial buildings,  schools,  hospitals,  libraries. 


To  move  twice  as  many  people  per  elevator  shaft: 
Westinghouse  double-deck  shuttle  elevators.  Each 
of  these  high-speed  cars  at  Sears  Tower  will  carry  as 
many  as  54  people  at  a  time— half  on  the  upper 
"deck,"  half  on  the  lower— to  cut  elevator  shaft 
cubage  requirements. 

Westinghouse  Electric  Corp.,  Pittsburgh,  Pa.  15222 


ihelps  make  it  happen 


Yon  dorit  have  to  sew 

to  understand 
this  Simplicity  pattern 


Sales  in  Millions  of  Dollars 


1963     1964     1965    1966     1967     1968     1969     1970     1971     1972 


In  the  past  45 
years  Simplicity  has 
become  the  name  per- 
haps most  frequently 
associated  with  the 
growth  of  the  home 
sewing  market. 

And  for  45  years 
Simplicity  has  been 
going  only  one  way. 

Up. 

1972  was  no  exception.  Our  record  sales  of 
$103.7  million  represent  an  increase  of  14.6% 
over  1971,  and  this  increase  resulted  in  an  earnings 
gain  of  18%  to  a  record  $14.6  million,  equivalent 
to  $1.10  per  share. 

Now  that  you  know  that  Simplicity  has  once 
again  had  an  outstanding  year,  perhaps  you'd  like 
to  know  some  of  the  reasons  why. 

Today,  home  sewing  is  widely  acknowledged 
as  the  most  popular  do-it-yourself  leisure  activity 
of  all  time.  Among  women  and  girls  of  all  ages,  at 
all  income  levels,  and  in  all  parts  of  the  country. 

The  desire  for  creative  self-expression  has 
grown.  Leisure  time  has  expanded.  Incomes  have 
risen.  The  desire  and  need  for  clothing  have 
increased  at  the  same  time  that  the  great  volume 
of  ready-made  clothing  appears  to  have  spiraled 
higher  in  cost  and  diminished  in  quality. 

All  of  these  things  have  helped  create  an 
environment  favorable  to  the  continued  advance- 
ment of  home  sewing. 

One  of  the  most  significant  factors,  perhaps,  is 
that  with  the  broad  acceptance  of  the  do-it-yourself 
attitude,  home  sewing  has  achieved  status  as  an 
"in"  thing  to  do,  giving  it  a  valid  position  and 
positive  image  in  contemporary  life. 

From  the  beginning,  Simplicity  patterns  won 
wide  acceptance  because  of  their  simplified  design, 
superior  instructions  and  popular  price.  And  from 


the  beginning,  we  laid 
the  groundwork  for  the 
vigorous  education 
programs  in  schools  and 
national  advertising  and 
promotion  programs  that 
have  been  a  major  factor 
in  developing  the  home 
sewing  market  to  its 
current  high  level. 

Also,  in  response  to 
current  sewing  interests,  we  are  now  offering  the 
home  sewer  new  and  expanded  areas  for  creative 
satisfaction.  For  example,  we've  increased  our  design 
selection  to  include  more  men's  fashions.  We've  cre- 
ated a  new  category  of  crochet,  knitting  and  other 
needlework  fashions.  Now  we  are  expanding  sewing 
enjoyment  to  include  a  completely  new  line  of  Home 
Decorator  patterns. 

These  developments  are  based  on  the  recog- 
nition that  the  needs,  attitudes  and  sewing  habits  of 
today's  45-50  million  home  sewers  are  quite 
different  from  what  they  once  were. 

Our  1972  Annual  Report,  just  released,  high- 
lights some  new  research  findings  on  today's  home- 
sewing  market  and  the  sewing  habits  and  attitudes 
of  the  people  who  comprise  it.  Therefore,  while 
you  may  have  read  our  reports  in  the  past, 
we  think  you  may  find 
this  new  report 
especially  interesting 
and  informative.  To 
receive  a  personal 
copy,  just  write  to: 


Simplicity  Pattern  Co. 

Dept.  D, 
200  Madison  Ave. 
NewYork,N.Y. 10016 


Annual  R.por  t  „jj2 


The  Xerox  Syndrome 


The  Xerox  syndrome  has  cost  in- 
vestors billions  of  dollars.  Victims 
of  the  Xerox  syndrome  talk  like 
this:  "The  lucky  guys  who  bought 
Xerox  early  made  a  fortune;  I'll 
find  myself  another  Xerox." 

Alas,  there  aren't  many  other 
Xeroxes.  But  in  mad  quest  of  the 
dream,  investors— with  a  lot  of  help 
from  Wall  Street— bid  many  stocks 
to  levels  out  of  all  proportion  to 
their  prospects.  The  investors  and 
their  advisers  had  simply  projected 


their  own  fantasies  on  the  stocks. 

Gradually  reality  dawned:  A 
small  company  with  an  unbroken 
string  of  earnings  gains  is  not  neces- 
sarily a  Xerox.  Many  came  crash- 
ing down.  Levitz'  paper  losses  alone 
were  almost  $1  billion. 

Strangely,  many  of  them  were 
quite  good  companies.  Some  have 
continued  to  show  earnings  gains 
long  after  their  stocks  have  dropped 
out  of  the  stratosphere.  They  were 
good,  but  not  Xeroxes. 


Listed  below  are  33  of  these 
fallen  angels.  None  was  a  disaster 
company,  no  Four  Seasons  or  Stir- 
ling Homex.  In  almost  every  case  it 
was  the  price/ earnings  ratio  that 
deflated,  not  the  earnings.  In  the 
inevitable  disillusionment,  some 
have  fallen  to  unjustifiably  low 
levels.  Some  may  even  rise  again. 
But  for  a  generation  of  investors, 
they  represent  billions  of  dollars  in 
vanished  capital— and  a  warning 
against  superhigh  P/Es.  ■ 
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12-Months 
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P/E 
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Year  of 
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P/E 
Ratio 


MEDICAL  &  SCIENTIFIC 


American  Medical  International 

193/8 

$1.46 

13 

1972 

497/a 

$1.33 

38 

American  Medicorp 

5Vi 

1.05 

5 

1969 

42 1/2 

.68 

63 

Bausch  &  Lomb 

23  Vs 

1.35 

17 

1972 

973/s 

1.27 

77 

Cenco 

151A 

1.38 

11 

1969 

32 'A 

.85 

38 

Extendicare 

8 

1.02 

8 

1969 

395/s 

.69 

57 

Technicon 

11 'A 

.61 

18 

1969 

57'A 

.60 

95 

MOBILE  HOME 

Fleetwood  Enterprises 

11V4 

1.16 

10 

1972 

491/2 

1.09 

45 

Redman  Industries 

13V8 

1.55 

8 

1972 

37  3A 

.95 

40 

Skyline 

17Va 

1.68 

10 

1972 

74 

1.76 

42 

Winnebago 

83A 

.77 

11 

1972 

48 'A 

.77 

63 

PERSONAL  SERVICE 


H  &  R  Block 
Hilton  Hotels 
Host  International 


8TA 
25 
14'A 


.75 
2.28 
1.16 


11 
11 
12 


1972 
1969 
1968 


42  y2 

707/a 
48 


.66 

2.19 

.82 


64 
32 
59 


REAL  ESTATE 

Deltona 

13 

2.20 

6 

1969 

74% 

2.32 

32 

Lomas  &  Nettleton  Financial 

11  3/8 

1.09 

10 

1972 

27% 

.96 

29 

Del  E.  Webb 

57/8 

1.04 

6 

1969 

23% 

.49 

48 

RETAIL 

Levitz  Furniture 

83/8 

.72 

12 

1972 

6OV2 

.72 

84 

Pamida 

53A 

.54 

11 

1972 

24% 

.54 

46 

Pier  1  Imports 

85/8 

.77 

11 

1972 

30  V2 

.77 

40 

OTHER 

Coastal  States  Gas 

16V2 

2.20 

8 

1971 

563A 

1.90 

30 

.Control  Data 

45% 

4.29 

11 

1968 

174 

2.97 

59 

Cordura* 

7^/a 

1.32 

6 

1970 

75  3A 

1.13 

67 

Curtiss  Wright 

233/s 

.70 

33 

1972 

59 'A 

.56 

106 

Leasco 

IOV2 

2.25 

5 

1969 

57V4 

1.56 

37 

Loews 

27Vb 

3.65 

7 

1969 

61 V2 

1.71 

36 

--Magic  Chef 

8 'A 

1.16 

7 

1972 

29  V2 

1.32 

22 

^H^torse  Electro  Products 

34 

1.96 

17 

1971 

72% 

1.85 

39 

Marlennan 

17V2 

1.92 

9 

1972 

40% 

1.92 

21 

Rollins 

18% 

.97 

19 

1972 

43 'A 

.97 

45 

Teledyne 

14% 

1.76 

8 

1968 

60  'A 

1.45 

42 

Tool  Research 

23% 

1.75 

14 

1972 

65% 

1.46 

45 

Wheelabrator-Frye 

14V2 

1.07 

14 

1972 

32% 

1.01 

33 

Zapata 

25  Vs 

3.34 

8 

1968 

87 

2.11 

41 

'formerly  Computing  &  Software. 
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ON  FEBRUARY  9,  IT 
HAPPENED  TO  EARL  DAVIS. 


Earl  Davis'  plans  for  a  teaching  career  were  shattered  when  the 
Board  of  Education  informed  him  that  his  New  York  City  teacher's 
license  was  being  revoked.  The  reason?  Seven  years  before,  he  had 
been  arrested  in  Tallahassee,  Florida,  for  picketing  a  segregated 
movie  theater.  The  arrest  was  illegal  and  the  charges  were  never 
prosecuted,  but  his  arrest  record  remained.  Somehow,  his  record 
had  been  devulged,  and  despite  the  fact  that  he  had  never  been 
convicted  of  a  crime,  Davis  was  being  fired. 

What  happened  to  Earl  Davis  is  not  unusual.  58%  of  white  urban 
males,  and  90%  of  black  urban  males,  are  arrested  at  least  once  in 
their  lives.  (These  figures  do  not  include  traffic  violations.)  Of  8.6 
million  people  arrested  in  1971,  almost  half  were  not  convicted.  By 
our  own  laws,  these  people  are  presumed  innocent,  yet  their  arrest 
records  follow  and  punish  them  by  denying  them  jobs  and  licenses 
of  all  kinds. 

Fighting  the  distribution  of  arrest  records  is  one  important  task  of 
the  American  Civil  Liberties  Union.  We  have  brought  lawsuits  and 
legislative  pressure  to  put  an  end  to  this  unfair  and  discriminatory 
practice. 

Supported  by  membership  contributions,  the  American  Civil 
Liberties  Union  has  been  able  to  help  Earl  Davis  and  many  others 
to  fight  back  when  their  constitutional  rights  are  violated.  Join  us 
today.  It  could  be  you  tomorrow. 

*  Names  and  dates  have  been  changed  to  protect  the  real  people  involved. 


WHAT  CAN  HAPPEN  TO  ONE,  CAN  HAPPEN  TO  ALL. 

American  Civil  Liberties  Union,  84  Fifth  Avenue,  New  York,  N.Y.  10011 

□    Enclosed  is  my  1973  membership  in  the  American  Civil  Liberties  Union: 
□  $15  individual  □  $25  joint  O  $50  sustaining   □  $100  sponsoring   Q  more 


Name. 


Address. 
City 


.State. 


-Zip 


id 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  Y4  to  Y2  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-pa/ie  Calalof! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66th  fl. 
Empire  State  Bldg.,  New  York,  N.Y.   10001 

Name 

Address Zip 


If  you 
dortt  do  it, 

ituorit 
get  done. 

GIVE  TI  IE  rMTEl)  WAY 


Cobbler, 

Stick 

to  Your  Last 


That's  advice  the  B or man 
brothers  wish  they  had  heeded. 

In  1962  mighty  S.S.  Kresge  picked 
Borma'n's  Inc.,  a  small  Detroit-based, 
family-run  supermarket  chain,  to  be 
the  first  food  operator  at  its  K  mart 
discount  stores,  just  then  being 
launched  in  Indiana,  Illinois  and 
Michigan.  Quite  a  compliment. 

Borman's  at  the  time  was  one  of 
the  best-run  small  supermarket 
chains.  In  1961  it  had  earnings  of 
82. 2  million  on  S122-million  sales,  or 
1.8  cents  on  the  sales  dollar— superb 
by  industry  standards.  The  company 
was  run  by  Tom  Borman,  who  had 
left  Russia  in  1914,  and  his  brother 
Abraham.  What  had  caught  Kresge's 
eye  was  Borman's  ability  to  expand 
and  make  money  against  larger  com- 
petitors such  as  Allied  Supermarkets 
and  Kroger  in  the  fiercely  competi- 
tive Detroit  market.  Riding  on 
Kresge's  coattails,  Borman's  initially 
prospered,  tripling  sales  and  doubling 
earnings  in  the  mid-1960s. 

But  then  Borman's  overreached  it- 
self. In  1965,  after  watching  the  K 
mart  operations  at  close  quarters  for 
three  years,  Borman's  figured  it  knew 
enough  to  go  into  the  discount  store 
business  on  its  own.  That  year  it  paid 
$4.3  million  in  stock  for  18  Yankee 
Department  Stores  in  Michigan. 

"We  had  visions  of  building  a  siz- 
able discount  chain,"  sighs  President 
Paul  Borman,  41-year-old  nephew  of 
the  founder.  "We  thought  we  could 
do  as  well  as  K  mart." 

So  Borman's  borrowed  $12  million 
—its  first  long-term  debt— and  ex- 
panded the  Yankee  chain  to  33  units. 
"Things  went  wrong  from  the  moment 
we  accelerated  our  expansion,"  says 
Borman.  "The  most  frustrating  thing 
is  that  by  the  time   I    had   to  close 

down  Yankee,  I  had  worked  out  why 
K   mart    is   such   a   success."  Too   late. 

In  1971   Borman's  took  a  $7-million 

write-down,  wiping  out  more  than 
three  years'  profits. 

Where  K  mart  was  smart,  says 
Borman,  was  in  having  two  layers 
of   management.    It    kept    the    store 

managers  wlio  understood  the  old 
five-and-dime  business,  still  the  guts 
..I  i  k  mart  Operation.  But  it  added 
teams     ol     specialist     super\isois     and 

gave  them  plentj  ol  autonomy  to  run 

newer  departments  like  camping 
goods    and    fashions    that    Kresge    had 

n.ii    traditionally    handled.    Borman's 

had    but    a    single    layer    ol    manage  - 
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ment    and    no    discount    specialists. 

Borman's  also  diversified  into  drug 
retailing,  food  packing  and  film  pro- 
cessing and  became  desperately  short 
of  managers  at  all  levels.  To  make 
matters  worse,  Tom  Borman  retired 
and  Yankee's  original  management 
quit  in  1967,  arguing  that  expansion 
under  Borman's  was  too  slow.  Then 
Joseph  Kron,  named  as  Borman's 
chairman  in  1967,  became  ill  and 
eventually  died  this  spring. 

Adds  Paul  Borman,  who  took 
charge  of  the  Yankee  division  in 
1970,  "We  had  created  the  wrong 
image  for  Yankee.  We  could  never 
decide  whether  we  wanted  to  be  a 
promotional  department  store,  like 
Korvette's,  or  go  all  out  in  discount- 
ing like  K  mart.  We  were  not  bold 
enough  to  go  discount  in  everything." 

Result:  Where  Kresge  turned  over 
its  inventory  seven  times  a  year, 
Yankee  was  barely  managing  three 
times.  Worse,  thieves  were  walking 
away  with  Yankee  merchandise  worth 
millions  of  dollars.  The  theft  rate  at 
Yankee  peaked  in  1971  at  five  times 
the  3%  industry  average. 

Borman's  not  only  lost  out  in  dis- 
counting, it  almost  lost  its  supermar- 
ket business,  too.  For  years  Borman's 
skimped  its  supermarkets  on  capital 
and  management.  "We  let  our  Farmer 
Jack  food  stores  run  down,"  says  Bor- 
man. "That  was  the  bigger  loss.  It 
left  us  without  a  good  business." 

Long  Rood  Back 

Borman's  is  now  back  in  the  black, 
but  just  barely.  Last  year  it  earned 
$1.2  million  on  $404  million  in  sales 
—a  fraction  of  its  old  profit  margin. 
Its  stock  sells  at  5,  when  it  once  sold 
at  30.  Slowly,  painfully,  it  is  repair-" 
ing  the  damage  to  its  basic  business. 
"We  are  not  in  a  critical  financial 
position,"  says  Paul  Borman.  "We  sold 
off  the  Yankee  division  in  1971  for 
cash,  and  by  next  May  our  long-term 
debt  will  be  down  to  $4  million." 
Borman  plans  to  enlarge  a  third  of 
his  91  supermarkets  this  year,  and 
the  balance  over  the  next  two  years. 
For  capital  he  will  use  $2  million  left 
over  from  the  Yankee  sale,  plus  $5 
million  x;ash  flow  he  expects  this  year 
on  $450-million  sales. 

Borman's  new  supermarkets  will  be 
twice  as  large  as  existing  units:  They 
will  range  up  to  50,000  square  feet, 
with  one-half  of  the  inventory  in  non- 
food lines  such  as  kitchen  gadgets, 
sheets  and  auto  accessories.  Says  Bor- 
man, "On*  a  can  of  Del  Monte  peas, 
our  gross  margin  is  only  15%;  on  gen- 
eral merchandise,  it's  30%." 

Adds  Borman:  "At  least  we've 
learned  this  much  from  our  experience 
with  discount  stores.  We  know  what 
lines  not  to  stock."  ■ 


how  to 
repair 
practically 
i  everything 
for  just 
two  dollars 

Paul  Sandoval  (our  lovable  promotion  manager)  has  really 
outdone  himself  this  time.  He's  uncorked  HAVERTOOLS, 
undoubtedly  his  greatest  accomplishment  to  date.  Because  with 
HAVERTOOLS  you  can  repair  practically  everything.  Overcome 
by  the  spirit  that  is  the  constant  delight  of  our  customers  (and  a 
source  of  scorn  and  derision  to  Fred  Spanberger,  our  doughty  con- 
troller), he's  offering  it  today  for  just  $2  . . .  surely  the  bargain  of  the 
year.  Let  me  tell  you  about  HAVERTOOLS:  there's  a  handle  with  four  differ- 
ent regular  and  Phillips  screwdrivers,  a  hammer,  a  set  of  four  spanners,  two 
double  wrenches,  a  4-inch  Crescent,  a  vial  with  assorted  bolts,  and  even  a 
polishing  rag  to  clean  it  all  up.  So  you  see,  it  contains  practically  all  you  might 
need,  except  perhaps  for  an  electric  drill,  which  Paul  somehow  neglected  to 
include.  Paul  will  also  send  you  our  colorful  64-page  Catalog  and  he'll  throw 
in  a  $2  Gift  Certificate  that  you  can  apply  to  your  next  merchandise  purchase. 
So,  if  you  want  a  nice  set  of  tools,  fill  out  the  coupon  and  mail  it  to  us  with 
your  check  for  $2.  Paul  will  send  HAVERTOOLS  right  out  to  you  and  he'll 
even  pay  the  postage. 

□  OK,  Paul, old  amigo-send  me  HAVERTOOLS -pronto!  My  $2  check  is  enclosed. 


Name. 


V 


Address. 


.Zip. 


342-2 


havenhills 

586  Washington  St. 
.San  Francisco,  Cal.  94111 


FM061 


Public  Service  Electric  and  Gas  Company 


QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  de- 
clared the  following  dividends  for 
the  quarter  ending  June  30,  1973: 


Dividend 

Class  of  Stock 

Per  share 

Common 

$  .43 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

S1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

All  dividends  are  payable 
on  or  before  June  29, 1973 
to  stockholders  of  record 
May  31,  1973. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


INITIAL  DIVIDEND 
The  Board  of  Directors  has  also 
declared  an  initial  dividend  of 
$2.0961  for  the  period  beginning 
March  23,  1973  and  ending  June 
30,  1973  on  the  7.70%  Cumula- 
tive Preferred  Stock. 


PSEG 


\ 


/ 


FORBES,   JUNE  1,    1973 


61 


Ashland  Oil 
2nd  Quarter  Report  to  Investors. 


Earnings  Jump  41% 
over  1972. 

Ashland  Oil  earned  $15.9  million,  or  61$ 
a  share,  for  the  quarter  ended  March  31  —  up 
4195  from  $11.3  million,  or  41<t  a  share,  in  1972. 
And  for  the  first  six  months  of  its  current  fiscal 
year,  Ashland  earned  $38.5  million  or  $1.51  a 
share,  an  increase  of  25%  over  the  $1.19  a  share 
in  1972.  Coming  on  the  heels  of  the  best  year 
in  Ashland's  history,  this  continued  earnings  - 
growth  reflects  the  company's  major  expansions 
and  diversifications  as  well  as  the  general  pace 
of  our  operations. 

Ashland  Petroleum  Increases 
refinery  runs,  sales  and  profits. 

For  the  first  six  months,  profits  of  this 
major  operating  division  increased  by  36% . 
Refinery  production  is  about  6%  higher  than  a 
year  ago,  and  petroleum  product  sales  are  up 
about  7%.  Desulfurization  equipment  is  now 
permitting  us  to  handle  larger  quantities  of 
higher  sulfur  foreign  crude  oil.  To  help  meet 
increasing  energy  demand,  we  have  let  the 
engineering  design  contract  for  a  100,000 
barrel -a-day  refinery  to  be  built  in  the 
Ohio  Valley. 

Ashland  Exploration  continues 
aggressive  search  program. 

Confirmation  drilling  is  underway  on 
discoveries  in  the  Persian  Gulf  and  Indonesia; 
drilling  is  scheduled  on  concessions  in  the  North 
Sea;  geological  and  geophysical  work  are  being 
conducted  in  Turkey,  Gabon,  and  offshore  the 
Balearic  Islands  in  the  Mediterranean.  And 
major  exploration  emphasis  continues  to  be 
given  the  tracts  acquired  at  the  recent  Federal 
Louisiana  Offshore  lease  sale;  one  well  already 
has  been  successfully  completed,  and  a 
28-position  development  platform  is  on  order. 

Ashland  Canada  keeps 
forging  ahead. 

Six-month  profits  were  up  20%  over  the 
previous  year.  During  this  period  the  company 
participated  in  the  drilling  of  more  than  140 
wells,  and  more  than  50%  of  these  were 
productive.  The  company  also  is  active  in  the 
Panarctic  group  and  on  tracts  owned  in  the 
Athabasca  tar  sands. 

Pace  at  Ashland 
Resources  accelerates. 

Six-month  profits  of  Ashland  Resources, 
whose  operations  include  road  paving  and 
related  construction,  construction  materials 
production  and  sales,  and  coal  mining,  were  up 
20%  over  the  previous  year.  Components  of 
this  group  include  Warren  Brothers  Company, 
New  Haven  Trap  Rock  Company,  and  Arch 
Mineral  Corporation-  the  latter  a  44.8'/  - 
owned  affiliate.  Warren  Brothers'  current 
contract  backlog  is  $214  mil  lion -a  30% 
increase  over  last  year. 


Ashland  Petroleum 


1 SSH  T  ^H 

3  '5 

£_  - 

Ashland  Exploration 


Ashland  Canada 


A  deeper  look  at  Ashland 
Chemical. 

Six-month  profits  for  this  division 
increased  by  43% ,  and  this  follows  strong  sales 
and  earnings  growth  achieved  in  1972. 

Ashland  Chemical,  based  in  Columbus, 
Ohio,  was  formed  in  1967  to  consolidate  Ashland's 
investments  and  acquisitions  in  the  chemical 
industry.  It  has  23  manufacturing  plants  and 
53  major  distribution  and  sales  centers  in  the 
United  States,  and  its  overseas  operations  are 
conducted  through  four  subsidiaries  and 
11  affiliates. 

The  division's  units  work  together  effec- 
tively even  though  wide  diversity  is  represented 
in  particular  operations.  Ashland  Chemical  is 
simultaneously  a  leader  in  the  carbon  black 
industry;  manufacturer  of  resins  for  coatings, 
inks  and  many  specialties;  a  key  supplier  of 
chemical  products  for  the  foundry  industry; 
maker  of  a  broad  line  of  organic  intermediates 
and  many  types  of  fatty  chemicals;  a  petro- 
chemicals supplier;  and  a  nationwide  distributor 
and  reseller  of  thousands  of  chemical  products 
made  by  others 

The  company  is  an  innovator  as  well.  For 
example,  this  spring  it  announced  that  company 
researchers  have  unlocked  the  secrets  of 
aminimide  chemistry,  developing  a  family  of 
compounds  that  could  have  major  impact  on 
several  industries.  The  compounds,  which  have 
potential  for  altering  and  improving  products 
in  those  industries,  may  also  bring  about  manu- 
facturing changes.  Commercial  evaluation 
shows  realistic  promise  for  aminimides  in  the 
areas  of  tire  cord  dips,  detergents,  wool  and 
textile  treatments,  cosmetics  and  coatings. 

And  expansion  continues.  Ashland 
Chemical  will  use  facilities  of  its  plant  at 
Hammond,  Indiana  to  increase  fatty  acids 
production.  Products  to  be  made  at  the  new 
facility  will  be  marketed  to  makers  of  detergents, 
fabric  softeners,  pharmaceuticals,  cosmetics. 
shampoos  and  other  related  materials. 

Viewing  the  chemical  industry  asa  whole, 
the  company  expects  thai  shortages  of  domestic 
refining  capacity  will  increasingly  lx>  reflected 
in  shortages  of  basic  petrochemicals.  However, 
considering  the  integration  of  Ashland  Chemical 

and  Ashland  Petroleum,  the1  impact  of  such  a 

shortage  on  our  marketing  efforts  should 
be  minimal 

Ashland  Chemical  remains  on  the 

move -upward. 


Ashland 


Ashland  Oil.  Inc.  Ashland.  Kentucky 


Ashland  Resources 


Faces  Behind  the  Figures 
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a  Lot  To  Learn 


Speculating  in  commodities  gave 
Leo  Melamed  an  ulcer,  but  it  also 
made  him  a  pot  of  money  (Forbes, 
Jan.  15,  1972).  Now  Melamed  is 
speculating  in  money,  too.  And  his  ul- 
cer has  developed  an  ulcer. 

Early  last  year,  Melamed  retired  as 
chairman  of  Chicago's  Mercantile  Ex- 
change to  help  found  an  affiliate,  the 
International  Monetary  Market.  Like 
the  Mercantile  Exchange,  the  Mone- 
tary Market  is  a  futures  market.  It's 
the  first  such  market  in  the  world. 

It's  the  first  because,  until  the  col- 
lapse of  the  Bretton  Woods  and  later 
the  Smithsonian  agreements,  it  wasn't 
possible  to  deal  in  money  futures. 
Fluctuations  in  the  relative  value  of 
currencies  were  held  within  bounds 
too  narrow  to  make  it  profitable. 

When  it  comes  to  speculating  in 
pork  belly  futures,  Melamed  is  a  whiz. 
As  for  money,  "I  must  admit,"  says 
Melamed,  "I  haven't  done  too  well. 
I  have  a  lot  to  learn." 

One  of  his  biggest  mistakes  was  to 
sell  the  Swiss  franc  short.  "The  Swiss 
franc  was  going  up  and  up,"  Mela- 
med says,  "and  I  figured  it  would 
soon  reach  its  peak.  I  was  wrong." 

Speculating  in  money  futures,  he 
explains,  is  more  complicated  than 
speculating  in  commodity  futures,  be- 
cause the  speculator  must  take  into 
consideration  political  as  well  as  eco- 
nomic factors. 

Despite  this,  in  the  months  since 
May  16,  1972,  when  the  Internation- 
al Monetary  Market  opened  its  doors 
on  the  same  floor  as  the  Mercantile 
Exchange,  650  individuals  and  80 
banks  and  brokerage  houses,  includ- 
ing Merrill  Lynch,  Bache,  W.E.  Hut- 
ton  and  Hornblower  &  Weeks,  have 
joined  it.  Memberships,  which  origi- 
nally sold  for  $10,000,  are  now  bring- 
ing $15,000. 

So  far,  about  244,000  contracts 
have  been  traded,  worth  approxi- 
mately $34  billion.  Melamed  admits 
this  isn't  much  compared  with  the 
amount  of  foreign  currencies  banks 
handle,  but  trading  in  money  futures, 
he  points  out,  is  a  brand-new  idea. 

He  thinks  it  will  catch  on  because 
of  the  doldrums  in  the  New  York 
Stock  Exchange.  Says  Melamed:  "Peo- 
ple are  disenchanted  with  the  stock 
market.  You  can't  make  any  money 
there.  Trading  in  money  futures  is  a 
terrific  risk,  but,  if  you  guess  right, 
the  rewards  can  be  terrific.  A  man 
who  had  guessed  right  on  the  Swiss 
franc   could   have   made   $24,000   on 


**  an      investment      of      just      $2,500." 

That's  because  there  is  tremendous 
leverage  in  the  money  futures  market. 
If  a  man  wants  to  buy  a  contract  for 
£50,000,  the  minimum  contract  for 
pounds  at  present,  he  needs  to  put 
up  only  the  dollar  equivalent  of 
£4,000;  his  broker  will  guarantee 
the  rest— not  lend  it,  guarantee  it;  he 
doesn't  have  to  pay  any  interest  on  the 
extra  £46,000. 

If  the  pound  goes  up,  he  can  pull 
out  his  profit  the  very  next  morning. 
If  the  pound  continues  to  rise,  he  can 
pull  out  his  profit  every  morning.  If 
the  pound  goes  down,  his  broker  may 
ask  him  for  additional  security.  He 
may  then  decide  he  has  guessed 
wrong  about  the  pound  and  cancel  his 
contract,  thus  limiting  his  loss. 

At  present,  the  minimum  contracts 
a  trader  can   buy  or  sell   are   fairly 


large:  £50,000,  500,000  deutsche 
marks,  500,000  Swiss  francs,  50  mil- 
lion lire,  200,000  Canadian  dollars,  1 
million  Mexican  pesos,  125,000  Dutch 
guilder,  25  million  Japanese  yen.  On 
June  1,  the  Monetary  Market  will  cut 
all  these  minimums  in  half,  except 
for  the  peso  and  the  guilder.  Melamed 
wants  to  get  the  small  investor  the 
stock  market  has  lost. 

He  has  a  word  of  advice  for  would- 
be  speculators  in  money  futures:  The 
dollar,  he  says,  is  coming  back.  "If 
you  think  we  have  problems,  look  at 
Europe.  Inflation  is  even  worse  in  Eu- 
rope than  here.  And  the  Europeans 
are  in  for  at  least  five  years  of  labor 
troubles." 

Before  you  call  your  broker,  re- 
member what  Melamed  said.  When 
it  comes  to  money,  he  said,  "I  have  a 
lot  to  learn."  ■ 


Melamed  of  International  Monetary  Market 
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What  kind  of  adwrtising 
does  GTE  run...anyhow? 


Sure  looks  like  a  product  ad. 

Big  picture  of  the  product. 
Interesting  copy  telling  how 
and  why  the  product  was  de- 
veloped. And,  what  it  can  do 
for  you.    . 

Ifs  obvious  that  the  sole  pur- 
pose of  this  ad  is  to  sell,  sell, 
sell,  sell . . .  product. 

Or,  is  it? 

Maybe  ifs  an  even  greater 
corporate  ad. 

It  really  paints  a  clear  pic- 
ture of  GTE  as  a  growing,  in- 
novative,  problem-solving 
company. 

For  years  they  have  been 
a  leader  in  both  product  and 
corporate  advertising.  And 
they  have  a  talent  for  getting 
both  product  and  corporate 
sell  into  the  same  ad. 

That's  not  surprising.  At 
GTE  they  operate  on  the  en- 
lightened theory  that  a  prod- 
uct is  known  by  the  company 
it  keeps.  And,  vice  versa. 

Nor  should  it  be  surprising 
that  they  have  spent  more  than 
$2  million  in  our  magazines 
in  the  past  three  years . . .  mak- 
ing sure  their  advertising  gets 
thru  to  the  key  people  in  busi- 


ness, industry  and  finance. 

It  also  should  not  be  sur- 
prising that  they  have  come 
thru  the  "freeze"  with  their 
earnings  flag  flying. 


Year 


Sti/cs 


Earnings 


1970 
1971 
1972 


$3,439,2 19,000 
$3,836,792,000 
$4,326,695,000 


2.02 
2.35 

2W 


Neither  GTE  nor  anyone 
else  can  prove  precisely  how 
much  nourishment  the  adver- 
tising gives  to  the  earnings  re- 
ports. But  GTE  obviously 
knows  what  they're  doing. 
And,  one  of  the  things  they 
know  is  that  magazine  adver- 
tising does  not  have  to  punch 
a  time  clock  in  order  to  work. 


There's  a  strong  relation- 
ship between  business  success 
and  business  advertising. 
Some  people  still  think  ifs 
just... coincidence.  If  you're 
one  of  them,  we'd  like  to  tell 
you  more  about  how  GTE  and 
other  winners  keep  having 
those  coincidences  happen  to 
them. 

The  economic  weather  is 
getting  brighter.  Consumer 
sales  are  sunny.  The  clouds 
are  rolling  away  from  plant 
expansion  and  other  capital 
spending.  Isn't  it  a  good  time 
to  put  some  of  your  marketing 
money  to  work  with  us... 
where  advertising  means  bus- 
iness? 


FORBES 


BUSINESS  WEEK 


U.S.NEWS 
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TIME 


Four  great 

business  locutions. 


Faces  Behind  the  Figures 

Coughing  All  the  Way 
to  the  Bank 

E.  Claiborne  Robins  makes  his  liv- 
ing selling  cough  medicine.  Which, 
believe  it  or  not,  makes  the  tall,  gray- 
ing 62-year-old  chairman  of  A.H. 
Robins  Co.  of  Richmond,  Va.,  maker 
of  Robitussin  cough  syrup,  one  of  the 
richest  men  in  the  U.S.  His  family  of 
five  holds  Robins  stock  alone  worth 
$330  million.  A  paper  fortune?  True, 
but  against  a  faltering  market  Robins' 
stock  is  up  from  15  to  40  since  1971. 

In  a  decade  A.H.  Robins  has  tri- 
pled sales  to  $167  million  and  quad- 
rupled net  to  $22.8  million.  Robi- 
tussin, grossing  $15  million,  is  the  top 
U.S.  cough  mixture,  comfortably 
ahead  of  Vicks  NyQuil.  Last  year  Rob- 
ins was  fourth  among  drug  companies 
in  new  prescriptions,  up  from  seventh 
in  1962.  Says  Robins,  "I  dream  of  be- 
ing No.  One  in  the  drug  industry." 

If  you've  never  heard  of  Claiborne 
Robins,  it's  because,  as  he  says,  "I'm 
just  a  simple,  unexciting  fellow"— 
whose  idea  of  a  big  night  is  entertain- 
ing drug  salesmen  at  his  Virginia 
Beach  cottage.  The  inheritor  of  a  near- 
bankrupt  pharmacy  in  1933,  he  loves 
to  tell  how  his  mother  saved  the  busi- 
ness when  his  father  died,  of  the  high 


Robins  of  A.H.  Robins 


school  teacher  who  taught  him  about 
integrity  and  devotion  to  duty  ("Why, 
tears  still  come  to  my  eyes  just  think- 
ing about  it") .  His  one  big  splash  came 
when  he  gave  $50  million  in  Robins 
stock  to  his  alma  mater,  the  little  Uni- 
versity of  Richmond.  "I  must  have 
given   the   university    $75   million   so 


far,"  he  says. 

What's  the  secret  of  Robins'  suc- 
cess? For  one  thing,  the  company 
spends  5.1%  on  R&D,  vs.  a  10%  in- 
dustry average,  but  gets  an  edge  by 
buying  licenses  for  drugs  developed 
abroad.  This  summer  he  expects  to 
market  Pondimin,  a  French  appetite 
suppressant  that,  unlike  ampheta- 
mines, is  said  to  have  few  side  effects. 
With  27  million  Americans  spending 
$75  million  a  year— much  of  it  on 
drugs— to  lose  weight,  Robins  thinks 
"Pondimin  could  be  significant  for  us." 

More  important  still  is  Robins'  flair 
for  getting  close  to  doctors  and  phar- 
macists. Besides  giving  fat  markups 
and  taking  back  unsold  products, 
Robins  runs  ads  praising  hard-work- 
ing doctors,  gives  awards  and  junkets 
to  the  doctor  and  pharmacist  judged 
the  best  in  his  state. 

Are  Robins  products  more  than 
old-fashioned  nostrums?  The  Food  & 
Drug  Administration  tested  17  Robins 
products,  challenged  the  efficacy  of 
nine.  This  spring  an  adverse  FDA  rul- 
ing against  Robins  Dimetapp  Exten- 
tabs  antihistamine  (6.6%  of  sales) 
forced  last-minute  cancellation  of  a 
1.3-million-share  secondary  issue  by 
Claiborne  Robins  and  the  university. 

But  that  does  not  make  the  Robins 
fortune  any  less  impressive. 


White  Elephant  Hunt 

In  the  wake  of  the  conglomerates' 
acquisition  splurge  of  the  late  Sixties 
and  the  economic  recession  of  1970- 
71,  companies  have  been  unloading 
outmoded  and  unprofitable  plants  on 
a  grand  scale.  For  their  stockholders 
it  has  often  been  painful,  what  with 
write-downs  and  capital  losses.  But  it 
has  been  a  positive  boon  for  Raymond 
P.  Park.  Park's  specialty  is  buying  up 
unwanted  plants,  selling  the  equip- 
ment and  then  leasing  or  selling  off 
the  plant  to  others  at  a  profit.  In  the 
past  year  alone  he  has  picked  up  eight 
plants  .from  companies  like  Culf  & 
Western  and  Wean  United.  He  won't 
reveal  the  profits  of  his  Park  Corp., 
of  which  he  owns  90%,  but  he  will  say 
that  since  entering  this  business  in 
the  late  Fifties  he  has  piled  up  a  net 
w  in  tli  of  more  than  $12  million. 

"We've  had  some  tough  times,"  says 
Park,  47^"but  I  have  never  lost  money 
on  a  plant  deal.  And  it's  getting  easier 
today,  what  with  conglomerates  try- 
ing to  unload  divisions  that  didn't 
pan  out  and  defense  companies  trim- 
ming back  for  lack  of  new  contracts." 


Park  was  running  a  small  lumber 
mill  in  Eureka,  Calif,  in  1958  when 
Georgia-Pacific  Corp.  decided  to  sell 
off  a  competing  plant.  To  prevent 
competition  from  moving  in,  Park 
bought  the  plant  for  $50,000  down, 
subdivided  the  space  and  made  a  good 
profit.  "One  thing  led  to  another,"  he 
says.  "As  long  as  plants  are  being 
built,  others  will  be  shutting  down." 

Park,  for  example,  turned  another 
Georgia-Pacific  plant  into  a  shopping 
center.  He  took  an  obsolete  plant  of 
Ohio  Steel  Co.,  fixed  it  up  with  a 
general  face-lifting  and  sold  it  three 
years  later  at  a  100%  gain.  But  by 
far  his  biggest  white  elephant  was 
the  Charleston  (W.  Va.)  Ordnance 
Center  he  bought  from  FMC  Corp. 
(Forbes,  May  1)  in  1971  for  $4.5 
million.  FMC  simply  couldn't  keep 
this  gigantic  plant  busy;  it  sprawls 
over  2  million  square  feet,  the  equi- 
valent of  34  city  blocks.  Park  has  ren- 
ovated and  relighted  much  of  it  and 
signed  up  nine  new  tenants  ranging 
from  a  builder  of  bridge  trusses  to  a 
carpet  dealer.  Says  Park:  "It  would 
take  $100  million  to  duplicate  a  fac- 
tory like  this  today."  ■ 


Park  of  Park  Corp. 
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Faces  Behind  the  Figures 
Going,  Going  .  .  . 

You  say  your  investments  are  back- 
firing? Your  net  worth  is  shriveling? 
Cheer  up.  Things  could  be  worse. 
You  could  be  Pat  Boone. 

Over  the  years  the  boyish  crooner 
has  grossed  around  $20  million.  But 
through  a  series  of  incredibly  rotten 
"investments"— in  everything  from  film 
developing  to  land  developing— to- 
day Boone's  famous  white  bucks  are 
about  the  only  bucks  that  he  has 
left.  He  might  even  be  forced  into 
personal  bankruptcy. 

Most  entertainers  are  too  busy  mak- 
ing money  to  invest  it  wisely  (Forbes, 
Apr.  15).  Still,  Boone  is  in  a  class  by 
himself.  The  deeply  religious  singer, 
who  wears  a  crucifix  on  his  chest, 
raised  bum  investing  to  an  art  by  put- 
ting his  faith  in  an  army  of  friendly 
promoters.  In  an  intervie w  in  his  spa- 
cious Beverly  Hills  home,  Boone  jok- 
ingly told  Forbes'  Marianne  Par- 
tridge: "I  have  the  reverse  Midas 
touch.  Everything  I  touch  turns  to 
zilch." 

The  38-year-old  performer  had  bad 
luck,  too.  In  the  mid-Sixties,  a  few 
years  after  his  career  peaked,  his 
longtime  business  adviser  died.  Sud- 
denly, with  his  entertainment  in- 
come clown  sharply  from  his  old  $1- 
million  level,  Boone  found  himself 
trying  to  shore  up  his  finances  with 
business  deals  he  was  literally  nego- 
tiating between  acts  in  Las  Vegas. 
His  new  advisers  weren't  much  help. 
One  guy  collected  a  fee  for  gimmicky 
advice  that  cost  Boone  $250,000. 
In  one  case,  he  told  Boone  to  buy 
bonds  with  borrowed  money  and  pre- 
pay $540,000  interest  for  a  tax  de- 
duction. But  the  bonds  plummeted, 
and  Boone  had  to  sell  out  at  a  loss  to 
get  the  bankers  off  his  back. 

Says  Boone:  "I  was  looking  for 
something  on  the  order  of  Bing  Cros- 
by's Minute  Maid  orange  juice  deal." 
But  about  all  he  and  his  advisers 
picked  were  lemons. 

His  idea  was  to  lend  his  name— 
and  nothing  more— to  young  compa- 
nies with  "hot  -concepts."  In  return 
for  mentioning  the  new  food  fran- 
chise or  sports-clothes  maker  on,  say, 
the  Johnny  Carson  show,  Boone 
would  collect  royalties  of  1%  to  5% 
of  gross  sales.  However,  almost  in- 
variably Boone  ended  up  putting  his 
money  where  his  mouth  was. 

Take  the  Oakland  Oaks.  For  a  nom- 
inal amount  Boone  got  a  full  10%  of 
the  new  American  Basketball  Asso- 
ciation franchise  from  his  partner,  a 


Entertainer  Pat  Boone 


trusted  fellow  churchman.  But  the 
friend  turned  out  to  be  as  naive  as 
Boone.  When  the  Oaks  lost  $1  million 
the  first  year,  Boone's  pal  persuaded 
him  to  guarantee  a  Bank  of  America 
loan  of  up  to  $250,000.  With  that 
understanding,  Boone  signed  a  "eon- 
tinning  guarantee"  payable  to  B  ol  \ 
—a  blank  guarantee.  Eventually,  with 
the  team  near  collapse,  the  bank  de- 
manded $1.3  million  from  Boone.  His 
lawyers  are  trving  to  whittle  the  debt 
to  $350,000. 

While  the  Oaks  and  a  string  of 
smaller  deals  exploded  in  his  lace, 
Boone  tinned  his  attention  to  a  Seat- 
tle-based outfit  called  Wendell  West. 
The  land  developer  looked  like  his 
salvation.  Its  sales  hit  $40  million  in 
1969.  Boone's  royalties  came  to 
$40,000.  But  his  friends  the  promoters 
had  another  idea.  Forget  the  cash: 
Instead,  why  not  become  a  partner 
in  our  growing  company?  Boone  bit. 
Only,  the  next  year  the  developer  filed 


for  bankruptcy.  And  Boone,  because 
he  is  well  known  and  the  only  part- 
ner with  any  real  earning  power,  is 
now  the  prime  target  of  creditors  seek- 
ing up  to  $20  million.  Boone's  law- 
yers an'  trying  to  reorganize  the  com- 
pany. If  they  fail,  Boone  will  be 
forced  into  personal  bankruptcy. 

Bather  than  solving  problems, 
bankruptcy  could  be  a  double  whain- 
m\.  Boone  might  still  end  up  deep- 
ly in  debt  and  the  publicity  would 
hurt  his  performing  career.  Fans  are 
funny;  thej  want  to  see  winners,  not 
debtors. 

Seated  in  his  den,  Bonne  insists 
that  lie  has  learned  his  lesson.  "My 
friend  Oral  Roberts  [the  Oklahoma 
evangelist]  told  me:  Tat.  you're  too 
naive  and  too  trusting,  especially 
with  your  friends.'  "  The  lesson  didn't 
come  cheap.    Boone  estimates  thai     all 

told,    his    29   Investments    have   cost 

him  from  $2  million  lo  SI  million  in 
cash.  That  is,  so  far.    ■ 
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Is  Your 

Doctor  A 

Businessman? 


Not  by  nature.  Not  by  temperament.  But  certainly  a 
businessman  of  necessity.  Not  by  desire.  Not  by  planning. 
Only  because  he  —  or  she  —  is  a  physician.  His  dedication, 
even  during  his  education,  has  been  exclusively  to  the 
healing  arts.  But  the  ramifications  of  that  dedication  have 
made  him  a  businessman  whether  he  likes  it  or  not. 

To  successfully  carry  out  his  mission,  today's  doctor  has 
found  himself  the  overseer  of  his  clinic,  the  supervisor  of  his 
staff  of  nurses  and  office  personnel,  chief  purchaser  and 
bookkeeper,  planner,  policy-maker,  financial  manager  and 
investor.  In  other  words,  the  key  executive  of  one  of  the 
most  important  places  of  business  in  every  community. 

He  is  not  only  the  final  decision  maker  at  his  home  and 
office,  but  usually  is  a  strong  voice  on  your  local  hospital 
board  —  where  once  again  he  is  just  as  much  a  business 
executive  as  a  dedicated  healer.  This,  he  has  found,  is  the 
way  it  must  be. 

Finally,  as  a  respected  leader  in  his  community,  you  will 
find  him  on  the  school  board,  or  on  the  community  zoning 
board,  the  board  of  health,  the  country  club  executive  body, 
the  economic  development  board,  and  many  other  positions 
of  authority. 

Yes,  your  doctor  is  a  businessman,  ^nd  among  the  most 
influential  leaders  in  your  home  town.  To  the  consumer- 
oriented  advertiser,  practicing  physicians  and  their  families 
represent  a  14  billion  dollar  market,  according  to  I.R.S. 
annual  income  figures.  To  the  corporate  advertiser,  he 
represents  a  leader,  an  image  mover,  an  intellectual  who  is 
listened  to,  and  whose  ideas  are  usually  adhered  to  by  his 
wide  circle  of  friends  and  patients. 

You  can  best  reach  this  businessman  in  what  is  fast 
becoming  the  most  popular  publication  among  physician 
readers  tn  the  United  States.     Dedicated  to  his  leisure-time 


activities,  Relax  magazine  influences  him  during  those  times 
when  he  is  reading  for  his  own  pleasure,  and  consequently 
more  disposed  to  contemplate  your  message. 

The  physician's  spouse  reads  it  with  equal  effectiveness. 
Ask  your  own  physician  about  Relax. 

Relax  reaches  a  guaranteed  250,000  physicians  monthly, 
highest  demographic  group  of  its  size  in  the  country.  You  can 
reach  them,  too  —   by  advertising  in  Relax. 


the  travel  and  recreation   magazine  for  physicians 

140  N.  Montezuma  St., 
Prescott,  Ariz.  86301 


For  a  media  file  or  further  information,  call  (collect)  Ken  Block,  sales  director,  at  602-445-1067 


Faces  Behind  the  Figures 


The  Assets  Go 
Home  Every  Might 

The  management  consulting  business 
is  in  a  bit  of  a  slump.  The  two  big- 
gest firms,  Booz,  Allen  &  Hamilton 
and  McKinsey  &  Co.,  have  both 
shaken  up  top  management  this  year. 

Booz,  Allen's  troubles  have  been  the 
most  visible.  Not  only  is  it  probably 
the  biggest,  it  is  also  one  of  the  few 
large  publicly  held  consulting  firms. 
Its  net  billings  topped  out  near  $59 
million  in  fiscal  1970  and  fell  below 
$54  million  in  1972,  carrying  earn- 
ings from  92  cents  a  share  to  55  cents 
last  year.  The  stock,  floated  at  24  in 
1970,  recently  sold  at  5M. 

Booz,  Allen's  new  president 
(Charles  P.  Bowen  Jr.  remains  chair- 
man) is  young-looking  James  B.  Far- 
ley, 42,  who  joined  the  firm  ten  years 
ago  from  Crowell-Collier  Publishing 
and  U.S.  Steel,  where  he  worked  in 
industrial  engineering.  An  MBA  from 
Case  Western  Reserve,  Farley  worked 
in  both  consulting  and  management 
at  Booz,  Allen.  Did  his  dual  capability 
explain  his  rise  to  the  top?  "I'm  lucky," 
retorts  Farley. 

He  will  need  all  the  luck  he  can 
muster  and  all  the  skill,  too,  in  to- 


day's troubled  consulting  business.  It 
was  growth  that  first  led  investors  to 
snap  up  Booz,  Allen  stock  at  over  26 
times  earnings  in  1970,  but  the  growth 
just  hasn't  been  there. 

What  went  wrong?  "In  theory," 
Farley  explains,  "when  profits  go 
down,  management  should  need  con-' 
sultants  even  more.  But  we  found  that 
consulting  fees  are  one  of  the  easiest  to 
cut.  That's  why  everybody  in  the  busi- 
ness has  had  trouble  the  last  few 
years."  Though  billings  were  up  in 
the  six  months  through  Mar.  31,  the 
profit  squeeze  is  still  on:  Revenues 
rose  7%,  but  pretax  income  slipped 
from  $2.4  million  to  $2.3  million. 

Farley  maintains,  however,  that 
Booz,  Allen's  overall  figures  are  not 
as  discouraging  as  they  look.  The  en- 
tire drop  in  billings,  he  notes,  was 
from  a  two-thirds  dip  in  Defense  De- 
partment and  space  agency  billings; 
industrial,  commercial  and  other  gov- 
ernment business  has  held  steady. 

To  get  profits  moving  again,  Far- 
ley is  looking  to  two  things: 

1)  growing  application  of  the  sys- 
tems approach— which  consultants  are 
especially  qualified  to  deliver. 

2)  overseas  business.  For  example, 
Booz,  Allen  just  joined  a  major  Jap- 


Farley  of  Booz,  Allen 


anese  bank  to  form  80%-owned  Booz, 
Allen  &  Hamilton  of  Japan. 

Farley  also  notes  that  consulting 
still  attracts  some  of  the  cream  of 
today's  MBAs:  "You  read  a  lot  about 
rebellious  youth,  but  we  still  find 
plenty  of  young  people  who  want  to 
make  a  lot  of  money."  Which,  he 
adds,  bodes  well  for  the  consulting 
business.  "Don't  forget,  our  most  valu- 
able assets  go  home  to  their  wives 
every  night."  ■ 


Will  the  Tap  Flow? 

Elias  J.  Kulukundis,  49,  the  Greek- 
born  managing  director  of  Burmah 
Oil  Tankers  Ltd.,  thinks  he's  cranking 
up  over  on  Grand  Bahama  Island 
the  "immediate  solution,  although  not 
the  final  answer,"  to  the  U.S.  energy 
crisis.  Burmah  is  building,  only  100 
miles  from  Florida,  a  $40-million 
terminal  to  receive  Persian  Gulf  crude 
from  supertankers  for  transfer  to 
smaller  vessels.  They,  in  turn,  will 
feed  U.S.  cities  whose  ports  can't  take 
the  big  boys.  Kulukundis  has  signed 
with  Shell  Oil  Co.  to  handle  up  to 
40  million  barrels  a  year  bound  for 
Houston  refineries.  By  the  time  the 
terminal  opens  next  spring,  he  expects 
it  will  be  transshipping  20%  of  the 
present  U.S.  import  total,  613  million 
barrels  a  year. 

The  terminal  is  also  the  first  big 
development  project  with  a  direct 
participation  by  Lynden  O.  Pindling's 
Bahamian  government.  The  Bahamas 
got  a  51%  share  for  putting  up  the 
land;  they  expect  to  begin  receiving  at 
least  $6  million  a  year,  a  welcome 
offset  against  recent  deficit  budgets. 
Yet  the  deal  seems  structured  largely 
for  the   benefit  of  Burmah   Oil   Co., 
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the  parent  of  Kulukundis'  New  York- 
headquartered  but  Bermuda-based 
tanker  operation. 

All  the  transfer  operations  will  be 
handled  by  a  fleet  of  24  tankers 
Kulukundis  is  building.  Half  are 
380,000-ton  supertankers,  six  to  be 
built  at  Todd  Shipyards  under  a 
$234-million  U.S.  subsidy,  the  other 
six  in  Japan  and  Formosa.  Smaller 
tankers  and  tug-lighter  combinations 
will  make  up  the  rest  of  Kulukundis' 
fleet.  The  Bahamian  government  had 
been  promised  the  chance  to  run  half 
the  terminal's  tanker  operation.  But, 
says  Kulukundis,  "that  was  only  if 
Bahamian-flag  ships  could  be  com- 
petitive on  rates.  So  far,  they  aren't 
near." 

While  the  Pindhng  government  will 
have  its  hands  on  an  enormous  oil 
tap,  lately  the  Prime  Minister  has 
been  talking  friendship  with  the  U.S. 
"If  a  great  country  has  an  energy 
problem,  in  the  interests  of  interna- 
tional cooperation  and  understanding 
a  free  and  independent  Bahamas 
would  be  ready  ...  to  soke  it,"  he 
says.  Still,  Pindling's  black  government 
will  celebrate  final  independence  from 
England  July  10,  and  there  are  those 
who  remember  wht  n  incoming  tourists 


were  held  at  customs  one  day  in  1972 
after  the  Bahamas  finance  minister 
felt  Florida  immigration  officials  had 
embarrassed  him. 

"Don't  worry,"  says  Kulukundis. 
"The  survival  of  the  Bahamas  de- 
pends on  the  U.S.  It's  a  country  of 
blue  sky,  blue  water,  lots  of  land  and 
friendliness."  Question:  Will  they  mix 
with  oil  and  independence?  ■ 

Kulukundis  of  Burmah  Oil 


Hey,  Benton  &  Bowles ! 

Some  of  the  most  important  executives  you  know  run  these  companies: 

General  Foods  Corp.  The  Procter  &  Gamble  Co. 

The  Gillette  Safety  Razor  Co.  Richardson-Merrell  Inc. 
International  Telephone  and  Telegraph  Corp.  (Vick  Chemical  Co.) 

(Avis  Rent  A  Car  System)  Standard  Oil  Co.  of  California 
S.  C.  Johnson  &  Son,  Inc.  (Caltex  Petroleum  Corp.) 

Morton-Norwich  Products,  Inc.  Texaco,  Inc. 

(The  Norwich  Pharmacal  Co.) 

And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:* 

QUESTION  1:   Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 


Magazine 

No. 

% 

FORBES 

126 

80.8 

Business  Week 

106 

67.9 

Fortune 

81 

51.9 

Time 

80 

51.3 

Newsweek 

40 

25.6 

U.S.  News  &  World  Report 

40 

25.6 

None  specified 

4 

2.6 

If  you  have  checked 

more  than 

two  of  the  above 

magazines,  which  two 

most  thoroughly? 

FORBES 

69 

44.2 

Business  Week 

66 

42.3 

Time 

58 

37.2 

Fortune 

36 

23.1 

Newsweek* 

20 

12.8 

U.S.  News  &  World  Report 

20 

12.8 

Not  stated 

10 

6.4 

Now  it's  likely  that  all  the  officer's  of  these  important  Benton  &  Bowles  clients  receive  all  six  of  these  maga- 
zines regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  executives, 
don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a  convincing 
assortment? 

Forbes  reader's  don't  just  own  American  business. 

They  run  it  Forbes  knows. 

*Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  January  and 
February  1973  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  Benton  &  Bowles  clients 
(or  their  parents)  reporting  annual  revenues  of  $100  million  or  more  (excluding  banks  and  insurance  companies).  Of  a  net 
mailing  to  228  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and  comp- 
trollers), 156  or  68.4%  responded. 


YOURS! 

FundScope's 
1973  Mutual 
Fund  Guide 

A  564-page  book 
with  all  the 
basic  informa- 
tion you  need 
on  over  450 
Mutual  Funds. 
Load  &  No-Load. 


This  Guide  alone  sells  for  $20 
It's  Yours  with  a  Trial 
Subscription  to  FundScope 

Special  Offer  (new  subscribers  only) 
Send  just  $22  for  the  next  3  issues  of 
FundScope,  a  thinking  man's  guide  to  mutual 
funds.  PLUS -3  big  bonuses:  A  special  64-page 
reprint:  "Are  No-Load  Funds  a  Bargain?",  A 
56-page  review:  "Which  Funds  Were  Top  Per- 
formers?", The  45-page  analysis:  "Which  Funds 
Performed  Well  in  Up  and  Down  Markets?",  AND 
the  564-page  1973  Mutual  Fund  Guide,  the  new 
Bible  of  the  fund  industry. 
ACT  NOW:  Mail  your  $22  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $60.00  (10-day  returnable 
guarantee).  Include  ZIP. 
FundScope  does  not  sell  mutual  funds  or  have 
any  connection  with  any  fund  or  related  company. 
No  salesman  will  call.  Not  available  on  newsstands. 
FundScope  Dept.  F-51,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Calif.  90067 


t 

FOR 

GROWTH  POSSIBILITIES 

CHEMICAL 
FUND,  INC 

This  mutual  fund,  now  in  its  35th 
year,  seeks  growth  of  capital  and 
of  income  by  investing  in  com- 
panies whose  business  is  in 
the  world  of  science  and  re- 
search. Free  prospectus  from  F. 
Eberstadt  &  Co.,  Managers  & 
Distributors,  Inc.,  61  Broadway, 
New  York,  N.Y.  10006. 


Name- 


Address. 


City  &  State. 
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The  Funds 


From  No-Load  Funds  to  No-Load  Insurance 


It  made  quite  a  splash  last  summer 
when  Denver-based  Financial  Pro- 
grams Inc.,  a  subsidiary  of  Gates  Rub- 
ber Co.,  decided  to  switch  its  mutual 
funds  from  load  to  no-load  status. 
With  about  $500  million  in  assets 
involved,  it  was  the  largest  such  con- 
version in  fund  industry  history. 

What  led  Financial  Programs  to 
take  the  step  were  the  troubling  re- 
demptions that  its  funds— like  so  many 
others— were  experiencing.  And  FP's 
funds  were  more  vulnerable  than  most 
because  of  poor  long-term  perform- 
ance. Its  largest  fund— the  $300-mil- 
lion-assets  Financial  Industrial  Fund 
—got  a  mediocre  C  in  up  markets  and 
a  poor  D  in  down  ones  in  the  1972 
Forbes  fund  ratings  (Aug.  15,  1972). 
Its  second  largest  fund— the  $100- 
million-assets  Financial  Income  Fund 
—combined  an  A  in  up  markets  with 
a  miserable  F  in  down  markets.  Not 
much  there  that  a  salesman  could 
sell— one  reason,  of  course,  why  the 
company  decided  there  was  no  point 
in  making  the  customer  also  shoulder 
the  extra  burden  of  a  sales  load. 

But  that  was  by  no  means  the  end 
of  the  matter.  Back  in  1962,  deciding 
that  its  salesmen  needed  something 
else  to  sell  besides  mutual  funds,  Fi- 
nancial Programs  had  set  up  an  in- 
surance subsidiary  called  Financial 
Assurance,  Inc.  When  the  parent  com- 
pany took  the  no-load  leap  and  un- 
loaded most  of  its  1,200-member  sales 
force  on  Hamilton  Management  Corp. 
(an  ITT  subsidiary);  it  also  automat- 
ically wiped  out  Financial  Assurance's 
sales  arm.  "We  had  a  quarter  of  a 
billion  dollars  worth  of  insurance  in 
force,"  says  Financial  Assurance's  Pres- 


ident James  O.  Richards,  "and  no  way 
to  get  new  business." 

Rather  than  dispose  of  the  life 
insurance  operation  (and  he  had  some 
offers),  Richards  decided  to  take  a 
crack  at  selling  a  new  kind  of  in- 
surance without  salesmen.  The  new 
policy  is  new  in  two  ways.  First,  it  is 
"whole  life"  insurance  sold  through 
the  mails.  Whole  life  enables  a  policy- 
holder to  remain  insured  until  death; 
traditionally,  mail-order  life  insurance 
has  been  almost  entirely  term  insur- 
ance, which  provides  coverage  for  a 
specified  shorter  period. 

Second,  the  new  policy  guarantees 
a  cash  value  that  is  never  less  than 
the  total  premiums  paid.  Holders  of 
traditional  whole  life  policies  must 
wait  for  many  years  before  cash  value 
equals  the  premiums  they  have  paid 
in,  because  of  commissions  equal  to 
55%  to  75%  of  the  policy's  first  year 
premium  that  insurance  companies 
commonly  pay  to  the  salesman  who 
wrote  the  business.  But  holders  of 
Financial  Assurance's  new  policy  can 
cancel  even  after  the  first  month  and 
get  their  premiums  back  in  full. 

"We've  made  the  technological 
breakthrough  of  this  generation  in 
life  insurance,"  boasts  Richards.  That 
may  be  oversell,  but  it  docs  have 
some  real  advantages.  The  100%  cash 
value  feature  gives  the  company  a 
clear  inside  track  with  self-motivated 
insurance  buyers,  those  who  realize 
they  need  insurance  and  go  out  look- 
ing for  it  instead  of  waiting  for  a 
salesman  to  call.  "That's  frankly  who 
our  policy  is  aimed  at,"  says  Richards. 
Richards  pictures  his  new  policy  as 
a  savings  account  that  pays  insurance 


instead  of  interest  to  the  policyholder. 
Since  premiums  are  invested,  Finan- 
cial Assurance  uses  the  resulting  "in- 
terest" (return)  to  pay  its  costs,  make 
what  it  considers  to  be  a  reasonable 
profit  and  add  to  cash  value. 

An  unexpected  side  benefit  could 
be  critical  to  the  ultimate  success  or 
failure  of  the  new  policy.  It  is,  notes 
Richards,  uniquely  suited  to  "key 
man"  insurance  in  which  a  company 
insures  itself  against  the  death  of  a 
key  executive.  Because  of  the  100% 
cash  value  of  the  policy,  the  cost  of  the 
premiums  is  merely  moved  from  cash 
to  another  current  asset  item.  Other 
whole  life  policies  must  be  carried  as 
a  prepaid  expense,  with  resultant 
damage  to  balance  sheet  ratios. 

The  new  policy  seems  to  have 
stirred  up  some  interest  in  the  in- 
surance community.  Richards  has  had 
over  200  requests  for  copies  of  the 
policy,  some  from  many  of  the  nation's 
top  insurance  companies.  He  expects 
competition  by  the  end  of  1973,  but 
from  other  direct-sales  companies  rath- 
er than  from  those  with  salesmen. 

Is  the  cash  value  of  a  policy  a 
secondary  consideration  for  most  in- 
surance buyers?  Will  people  actually 
look  to  buy  insurance,  or  do  they 
have  to  be  sold?  "That's  a  cliche  that 
has  been  used  so  often  it  has  become 
dogma,"  says  Richards  wearily.  He 
is  sure  that  some  people  will  buy 
insurance  without  prodding  and  that 
cash  value  is  important  to  some  buy- 
ers of  insurance.  He  notes  that  al- 
though Financial  Assurance  is  licensed 
in  only  36  states,  it  has  already  had 
over  5,000  requests  for  proposals  and 
has  written  some  $5  million  in  insur- 
ance. Within  five  years,  Richards  esti- 
mates, 10%  to  15%  of  all  life  insurance 
will  be  sold  by  direct  mail. 

Nevertheless,  Richards  concedes 
that  he  will  be  hurt  by  the  adverse 
publicity  generated  by  the  other  mail- 
order insurance  companies  and  by  the 
spreading  Equity  Funding  scandal.  He 
expects  to  ^overcome  it  through  his 
advertising,  which  he  describes  as 
combining  "hard-sell  with  class." 

It  is  much  too  soon  to  tell  how 
good  a  thing  Richards  has  going. 
Promising  as  his  new  policy  sounds, 
he  acknowledges  that  Financial  As- 
surance will  lose  money  on  it  for  some 
years  to  come.  He  may  find  out,  as 
have  others  before  him,  that  pioneers 
are  pioneers  because  they  are  ahead 
of  their  time.  Whether  or  not  America 
is  really  ready  for  self-service  life  in- 
surance remains  to  be  seen.  And  even 
if  it  is,  the  pioneer  may  not  be  the  one 
to  reap  the  harvest.   ■ 


Looking  for  a  no-load 
growth  fund? 


We  might  have  one  to  match  your  specific 
investment  goals. 

1.  The  Edie  Special  Growth  Fund 
seeks  capital  appreciation  through  invest- 
ment in  small  companies  which  it  consid- 
ers attractive. 

2.  The  Edie  Special  Institutional  Fund 
has  similar  objectives  but  is  offered  only  to 
institutions  and  investors  exempt  from 
Federal  income  taxation.  Keogh  and  corpo- 
rate master  pension  and  profit  sharing 
plans  are  available. 

For  a  copy  of  either  prospectus,  mail 
the  coupon  or  call  (212)  697-9538. 

To:  Mr.  Eric  A.  Courtney,  Edie  Fund  Sales,  Inc.,  Dept.  4-673, 
P.O.  Box  550,  Church  Street  Station,  N.Y.,  N.Y.  10008 

Please  send  a  copy  of  the  prospectus  for 

□  Edie  Special  Growth  Fund,  Inc.     □  Edie  Special  Institutional  Fund,  Inc. 


Mr. 
Mrs. 

Miss_ 


(Please  Print) 


Address. 


City. 


-State. 


_Zip_ 


Sponsored  by 

Lionel  D.  Edie  &  Company,  Inc. 

Investment  Counselors  •  Economic  Consultants 


pheips 
dodge 

151st  CONSECUTIVE 
QUARTERLY  DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  dividend  of  55i  per 
share  on  its  capital  stock  pay- 
able June  8,  7973  to  stock- 
holders of  record  at  the  close  of 
business  on  May  78,  7973. 

This  represents  an  increase  in 
the  Corporation's  regular  quar- 
terly dividend  from  52Vit  per 
share  to  55#  per  share. 

R.   D.  BARNHART, 
Treasurer. 

New  York,  N.  Y. 
May  2,  7973 
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■  ^M  ^*  ^^  The  Johnston 

Mutual  Fund,  Inc. 

460  Park  Ave.,  N.Y.C.  10022  Dept.  C 
Phone:  (212)  679-2700 


Name- 


Address. 


City_ 


.State. 


.Zip. 


I 
I 
I 
I 
I 
J 


FORBES,  JUNE   1,    1973 


71 


New  Issue  May  9j  1973 

$210,000,000 

New  Jersey  Turnpike  Authority 

5.70%  Turnpike  Improvement  Revenue  Bonds,  First  Series 

due  May  1,  2013 


Price  100% 

plus  accrued  interest 


The  First  Series  Bonds  are  subject  to  redemption,  as  a  whole  or  in  part,  at  any  time  on  and  after  May  I,  1983 
at  103%  and  at  declining  prices  thereafter  as  set  forth  in  the  Official  Statement. 


In  the  opinion  of  Messrs.  Mudge  Rose  Guthrie  Alexander  &  Mitchell,  Bond  Counsel  to  the  Authority,  interest  on  the  Bonds  is  exempt  from  Federal 

Income  Taxes  under  the  existing  statute,  regulations  and  court  decisions.  The  First  Series  Bonds,  their  transfer  and  income 

therefrom  are  exempt  from  taxation  within  the  State  of  Neiv  Jersey. 


Dillon,  Read  &  Co.  Inc. 

Smith,  Barney  &  Co. 

Incorporated 

John  J.  Ryan  &  Co. 
Allen  &  Company      Bache&Co.      Bear,  Stearns  &  Co.      A.  G.  Becker  &  Co.      Blyth  Eastman  Dillon  &  Co. 

Incorporated  Incorporated  Incorporated 

Alex.  Brown  &  Sons     Dominick  &  Dominick,      Donaldson,  Lufkin  &  Jenrette,  Inc.      Drexel  Burnham  &  Co. 

Incorporated  Incorporated 

duPont  Glore  Forgan      The  First  Boston  Corporation       Goldman,  Sachs  &  Co.       Halsey,  Stuart  &  Co.  Inc. 

Incorporated 

Hayden  Stone  Inc.  Harris,  Upham  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.     Kidder,  Peabody  &  Co.    Kuhn,  Loeb  &  Co.     Ladenburg,  Thalmann  &  Co.  Inc. 

Incorporated 

Lazard  Freres  &  Co.       Lehman  Brothers       Loeb,  Rhoades  &  Co.       Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

W.  H.  Morton  &  Co.  F.  S.  Moseley  &  Co.  John  Nuveen  &  Co.  Paine,  Webber,  Jackson  &  Curtis 

(Div.  of  American  Express  Co.)  Incorporated  Incorporated 

R.  W.  Pressprich  &  Co.  Reynolds  Securities  Inc.  L.  F.  Rothschild  &  Co.  Salomon  Brothers 

Incorporated 

Shearson,  Hammill  &  Co.  Shields  &  Company  F.  S.  Smithers  &  Co.,  Inc. 

Incorporated  Incorporated 

Stone  &  Webster  Securities  Corporation         Tripp  &  Co.,  Inc.  Walston  &  Co.,  Inc.  Weeden  &  Co. 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co.  Ergood  &  Co. 


Incorporated 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  Volume  of  hard  goods  are  we  ordering? 
(Dept.  ot  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  0.  Hooper 


What  About  The 
Individual  Investor? 


Anyone  with  a  more  than  passive  in- 
terest in  the  stock  market  must  be 
aware  of  the  difference  between  the 
institutional  investor  and  the  individ- 
ual investor.  There  are  no  exact  fig- 
ures, but  it  has  been  estimated  that  in- 
dividual investors  (usually  called  "the 
public")  own  something  like  70%  or 
75%  of  all  the  shares  outstanding, 
while  the  institutions  own  perhaps 
25%  or  30%,  probably  less  rather  than 
more.  At  the  same  time,  it  is  estimated 
that  institutional  buying  and  selling 
accounts  for  65%  or  70%  of  all  the 
volume  on  the  New  York  Stock  Ex- 
change, with  the  public  contributing 
30%  or  35%.  In  other  words,  the  in- 
stitutions have  been  providing  not 
only  the  biggest  part  of  the  commis- 
sion brokerage  business,  but  usually 
the  most  profitable  segment  of  it.  It 
does  not  cost  too  much  more  to  ex- 
ecute and  process  a  big  order  than  a 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


small  one,  and  the  commission  is  much 
bigger,  even  with  partly  negotiated 
commissions. 

The  result  is  exactly  what  should 
be  expected.  Brokers  have  been  en- 
couraged by  self-interest  to  "go  after" 
the  institutional  business.  They  have 
accepted  the  individual  investor  busi- 
ness as  offered,  but  many  of  them  have 
been  indifferent  about  it.  The  conten- 
tion, right  or  wrong,  is  that  the  in- 
dividual investor  has  been  neglected; 
and  that  he  receives  less  careful  atten- 
tion and  has  the  disadvantage  of  less 
adequate  research  and  advice.  This 
probably  is  not  true  to  the  extent  pro- 
pagandized; and  where  it  is  true  it  is 
more  the  fault  of  the  registered  rep- 
resentative than  of  the  firm.  Regis- 
tered representatives  dealing  with  the 
public  usually  have  access  to  the  same 
research  materials  and  advice  as  those 
dealing  with  banks,  mutual  funds, 
pension  funds,  foundations  and  insur- 
ance companies.  Most  of  them,  how- 


ever, don't  take  the  same  pains  get- 
ting a  $60  commission  as  they  do  with 
a  fee  of  several  thousand  dollars. 

Then,  too,  there  is  a  vast  difference 
between  the  needs  of  the  institutional 
account  and  the  individual  account. 
The  "fitness"  of  the  stock  or  bond  to 
the  requirements,  the  aims,  the  prej- 
udices and  the  risk-taking  ability  of 
the  individual  investor  should  be  stud- 
ied carefully.  Indeed,  almost  as  much 
time  and  effort  should  be  spent  get- 
ting to  know  the  investor  as  getting 
to  know  the  security.  The  institution, 
on  the  other  hand,  in  theory  at  least, 
is  sophisticated  enough  to  eliminate 
the  fitness  effort.  The  institutionalized 
registered  representative  often  tends 
to  ignore  fitness,  even  if  he  under- 
stands it;  many  do  not  take  the  time 
and  bother  to  develop  clients  who 
provide  the  smaller  commissions. 

Round-Trip  Commissions 

Then  there  is  the  tender  matter  of 
high  commissions  on  small  and  me- 
dium-sized orders.  On  a  per-share  ba- 
sis, the  personal  investor  pays  a  high- 
er commission  than  the  institution  be- 
cause it  costs  the  broker  more  to  ex- 
ecute his  order— and  broker  costs  have 
skyrocketed.  Indeed,  commissions  on 
all  but  institutional  executions  have 
become  so  high  that  the  cost  of  a 
round  trip  usually  eats  up  most  or  all 
of  small  trading  profits.  That  may  not 
be  a  bad  thing,  since  most  smaller 
investors  ought  not  to  trade  on  a  short- 
term  basis  anyway.   For  a  real   long 
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You  don't  have  to  give  up 
control  of  your  portfolio  and 
pay  a  percentage  fee  to  get 
competent  investment  counsel 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
dends— to  someone  to  manage  and  trade  at  his  discretion  on  a  per- 
centage fee  basis,  consider  the  alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel 
and  keep  complete  control  over  your  portfolio.  You  will  issue  buy  and 
sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be 
much  less  than  you  expect. 

The  Babson  organization's  68  years'  experience,  independent  re- 
search department,  modern  in-house  computer  plus  individual  atten- 
tion to  your  portfolio,  assure  you  of  unbiased,  professional  investment 
counsel  precisely  suited  to  your  particular  investment  aims  and 
needs.  Mail  this  coupon  for  complete  details. 


babson's  reports  inc. 


Depf.  F-960 


Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 
Founded  in  1904  by  Roger  W.  Babson 

Please  send  information  on  Babson's  Investment  Appraisal   and   Review  Counseling   Service. 

Name 

Street  &  No 

City 


.State. 


-Zip. 


INVESTIGATE  THE 


Established 
1950 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 


T    Rnuup 
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ADDRESS- 
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pull  investor  commissions  are  not  so 
bad,  almost  always  smaller  than  on 
real  estate,  life  insurance  and  mutual 
funds.  But  the  broker  lives  on  com- 
missions, and  high  commissions  for 
individuals  who  want  to  trade  in  and 
out  prevent  him  from  realizing  gross 
income  that  would  help  to  pay  his 
overhead.  Reduced  round-trip-in-30- 
days  commissions  might  help  the  bro- 
ker and  moderately  increase  the  mar- 
ket's liquidity. 

One  of  the  "bad"  things  about  the 
preponderance  of  institutional  trad- 
ing is  that  it  tends  to  impair  the  li- 
quidity of  the  market.  Too  often  the 
institutions  when  dealing  in  large 
amounts  must  buy  and  sell  from  one 
another  rather  than  buy  and  sell  with 
the  so-called  public,  or  the  individual 
investor.  This  can,  and  often  does, 
make  for  wide  and  sudden  price 
changes  in  specific  stocks.  The  re- 
sponse of  the  market  in  a  given  issue 
to  news,  or  even  to  plain  whims,  is 
more  violent  in  an  institutional  mar- 
ket than  in  a  market  dominated  by 
the  public.  Decisions  are  scattered 
over  more  people,  and  over  longer 
periods  of  time,  when  individuals 
rather  than  institutions  dominate. 

Currently,  and  for  some  time,  the 
activity  of  individual  personal  inves- 
tors has  been  influenced  by  factors 
other  than  the  changed  character  of 
the  market  itself.  In  the  late  Sixties, 
after  a  long  period  of  highly  pleasant 
experience  with  better  quality  stocks, 
both  the  public  and  the  institutions 
became  too  greedy  (as  they  usually 
do  at  the  tail  end  of  a  long  rise), 
and  went  crazy  about  new  issues  of 
companies  which  never  should  have 
gone  public  at  all  and  about  alleged 
"emerging"  growth  companies  which 
really  were  not  growth  companies  at 
all.  Inevitably,  many  people  got  bad- 
ly burned  and  are  disillusioned. 

There's  an  old  suspicion  in  Wall 
Street  that  every  generation  speculates 
in  a  big  way  only  once,  and  that  a 
new  generation  has  to  grow  up  be- 
fore violent  greed  again  predominates. 
Perhaps  that's  one  reason,  aside  from 
Watergate,  gold,  the  dollar,  inflation 
and  high  interest  rates,  that  price/ 
earnings  multiples  have  declined. 
Stocks  are  lowei  in  relation  to  assets, 
earnings  and  other  measurements  than 
they  have  been  since  L955. 

The  DJ  industrials  latch   lia\c  been 

selling  for  about   12  times  probable 

\U7'.\  earnings,  and  more  NYSK  slocks 
arc    Selling    at    8   or   9   times    earnings 

than   at   other   multiples.    Man)    not 

too-had    ones    arc    at    5    or    6    thin 
This  is  shocking  to  many  who  do  not 

remember  the  past.  In  the  period 
1947-55  the  Dow  sold  as  low  as  10.8 
times  earnings  in  every  year  and  ai 

7    times    or    less    in    thicc    \eais.    The 
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usual  P/E  performance  over  a  long 
period  is  for  the  ratio  to  be  low  in 
periods  of  high  earnings  (like  the 
present)  and  to  be  high  in  periods  of 
low  earnings  like  1938  and  1943. 

It  seems  to  me  that  the  individual 
investor  is  getting  a  better  shake  for 
his  money  in  the  stock  market  today 
than  at  any  time  in  the  past  15  or 
18  years— more  earnings  per  dollar. 
The  fact  that  he  is  not  getting  as  high 
dividends  for  his  dollar  is  due  to  a 
large  extent  to  the  fact  that  corpora- 
tions under  dividend  restrictions  can't 
pay  out  as  much  as  they  would  like. 
Many  corporations  have  tried  to  com- 
pensate by  buying  in  their  own  shares, 
thus  increasing  the  size  of  the  frac- 
tion of  ownership.  This  makes  shares 
of  stock  bigger  just  as  stock  dividends 
and  splits  for  many  years  tended  to 
make  shares  of  stock  smaller. 

Less  Risk  Today 

It  is  rather  obvious  to  me  that  ap- 
preciation in  common  stocks  (until 
the  public  is  willing  to  speculate 
again)  should  stem  more  from  higher 
earnings  and  higher  dividends  than 
from  higher  multiples.  Multiples  may 
not  always  be  quite  as  low  as  they  are 
now,  but  there  is  little  prospect  of  an 
early  return  to  very  much  higher  mul- 
tiples. It  follows,  I  think,  that  in 
many  cases  it  is  now  more  dangerous 
to  sell  good  stocks  than  to  buy  them 
—that  the  risk  element  really  is  less 
than  four  or  five  years  ago. 

Readers  will  be  disappointed  be- 
cause I  have  generalized  in  this  col- 
umn rather  than  written  about  in- 
dividual stocks.  One  reason  for  doing 
this  is  that  I  think  current  and  nearby 
price  fluctuations  are  likely  to  be  gov- 
erned more  by  obscure  and  difficult  ta 
identify  technical  demand/supply  sit- 
uations than  by  values.  Fundamental- 
ly, I  favor  the  big  life  insurance  stocks, 
the  big  international  oils  and,  for  those 
who  want  income,  the  electric  utilities. 
There  no  doubt  are  some  good  values 
among  the  "fallen  angels"— such  as  the 
mobile  homes  and  land  development 
stocks  and  other  unpopular  issues— 
but  I  doubt  if  there  is  any  hurry  to 
buy  them.  The  surviving  untouchable 
high-quality  glamour  issues  still  are 
selling  at  prices  which  I  do  not  regard 
as  prudent;  but  from  what  I  am  able 
to  learn  about  the  attitude  of  the 
managers  of  big  pension  fund  money, 
these  stocks  are  likely  to  continue  to 
be  accumulated  on  softness  rather 
than  sold  on  strength. 

I  think  individual  investors,  per- 
sonal investors,  should  seek  out  reg- 
istered representatives  who  will  take 
a  personal  interest  in  them  and  regard 
them  as  prudent  investors  rather  than 
speculators  who  are  in  a  hurry  to 
make  money  quickly.   ■ 
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Special  InlHxkctonj  1ml Offer! 

Value  Line  for  the  next 
three  months  for 


only  $29 


(REGULAR 

RATE5 58) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1550  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 
SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1550  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 
MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 
to  be,  you  may  return  the  material  we  send  you  within  30  days 
for  a  full  and  unquestioned  refund  of  your  $29. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 


□  Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $29.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $29  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  household. 

G  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 
for  $224. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 

will  be  refunded.     Foreign  rates  available  on  request.  U-16G01 


□  Payment 
enclosed 

□  Bill  me  for  $224 
N.Y.  residents  please 
add  applicable  sales 
tax. 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


CITY 


STATE 


ZIP 


%%., 


(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent 
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Everyone  does  not  have 
$50,000  in  his  portfolio 

There  are  people  who  have  $10,000., 
$20,000.  or  $30,000.  portfolios  and 
they  deserve  attention  and  pro- 
fessionalism just  as  much  as  people 
with  larger  portfolios. 
At  Spear  &  Staff,  Inc.,  we  specialize 
in  managing-  individual  portfolios. 
We  have  a  full  time  staff  of  highly- 
trained  financially  oriented  people 
to  help  you  meet  your  investment 
objectives. 

The  investor  with  $5000.  or  more, 
who  appreciates  the  risks  and 
rewards  of  a  securities  portfolio 
should  consider  the  advantages  of 
having  these  highly  skilled  special- 
ists make  his  investment  decisions. 
To  learn  more  about  Spear  &  Staffs 
Personal  Investment  Management 
Plan  send  for  a  complimentary  copy 
of  our  brochure  'Personal  Invest- 
ment Management"  by  Spear 
and  Staff. 

Spear  &  Staff,  Inc. ,  Investment  Management 
Div.,  Dept.  MF601       Babson Park,  Mass.  02157 

Name 


Address. 

State. 

My  broker  is. 


-City. 


_Zip_ 


Confidentially,  my  account 
would  amount  to  about  $ 


SpeartSUffJiK 


UTILITIES 
COMPANY 


COMMON  STOCK   DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  26  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
July  2,  1973  to  shareholders 
of  record  at  the  close  of 
business  June  5,  1973. 


Dallas,  Texas 
May  18,  1973. 


R.  E.  FONVILLE 
Secretary 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


THE  TECHNICAL  REVIEW 
by  JOHN  W.  SCHULZ 
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Stock 
Analysis 

By  Heinz  H.  Biel 


That  Cheerless  Boom 


Most  of  us  have  been  living  under 
the  illusion  that  an  economic  boom  is 
something  to  look  forward  to  and  to 
enjoy  when  it  finally  arrives.  Although 
we  know  that  a  boom  usually  is  fol- 
lowed by  some  less  pleasant  events, 
during  past  boom  periods  we  were 
just  slaphappy  and  didn't  think  too 
much  about  the  possible  hangover. 

Not  so  this  time.  By  all  standards 
we  are  having  a  helluva  boom,  but 
who  is  happy?  Not  the  people  who 
are  losing  their  shirts  in  the  stock 
market,  where  an  incredible  858  New 
York  Stock  Exchange  stocks  reached 
new  lows  on  a  single  day  last  week,  or 
the  poor  stockbrokers  and  investment 
bankers  who  rarely  ever  had  it  that 
bad.  Sure,  corporations  are  minting 
record  profits,  but  that  didn't  prevent 
managements'  stock  options  from  be- 
coming worthless. 

Who  is  the  killjoy?  Lately,  of 
course,  it's  been  the  messy  Watergate 
affair,  which  is  undermining  our  faith 
in  the  country's  hallowed  institutions. 
We  have  had  credibility  gaps  in  the 
past  and  skeptics  have  always  taken 
public  pronouncements  with  grains 
of  salt.  But  the  credibility  gap  has 
widened  so  much  that  all  too  many 
people  no  longer  believe  a  damn 
thing  that  anybody  says,  whether  he 
be  a  businessman  or  a  politician. 

But  this  is  only  one  aspect  of  the 
malaise  that  prevents  us  from  enjoy- 
ing the  greatest  prosperity  ever  seen 
in  this  country.  Some  of  us  begin  to 
fear  that  our  Administration  is  too 
preoccupied  with  other  matters  to 
give  prompt  attention  to  restraining 
this  boom,  and  that  we  are  heading 
Straight  toward  economic  disaster  un- 
less immediate  action  is  taken. 

This  country  is  on  a  borrowing 
Spree  of  frightening  proportions.  Yet, 
instead  of  curbing  it  by. making  credit 
dearer,  Washington  is  still  trying  to 
keep  lending  rates  down.  Although 
nearly  4  million  autos  have  been  built 
in  the  first  four  months  of  this  year, 
people  are  buying  new  cars  fastei 
than  they  can  be  made.  Everything 
is  being  bought  on  easy  and  easier 
credit  terms,  and  consumer  credit  is 
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increasing  at  an  insane  rate  of  $25 
billion  a  year.  Doesn't  anybody  think 
of  next  year  or  the  year  thereafter? 

Capital  expenditures  by  industry 
are  soaring  to  new  records,  stimulated, 
believe  it  or  not,  by  a  7%  investment 
tax  credit.  By  contrast,  inflation-wise 
Germain'  now  imposes  an  11%  tax  on 
capital  expenditures.  We  must  be  out 
of  our  minds.  Apparently,  the  politi- 
cians can  only  see  an  unemployment 
rate  of  5%  and  are  determined  to  re- 
duce it  further— even  if  it  kills  us. 
Don't  they  know  that  for  all  practical 
purposes  we  do  have  full  employ- 
ment, that  many  facilities  cannot  be 
operated  at  capacity  because  of  a 
shortage  of  manpower? 

Listen  to  the  Market! 

One  could  go  on  and  on  with 
lamentations,  but  it  should  be  clear 
to  anyone  who  is  willing  to  face  the 
(acts  that  the  American  economy  is 
heading  for  trouble.  The  stock  market 
is  telling  us  something.  Why  don't 
we  listen?  It  is  quite  possible  that 
the  investors'  fears  are  exaggerated, 
that  their  despondency  is  caused  by 
lack  of  confidence  in  everything  and 
everybody,  and  that  the  brokers' 
gloom  only  makes  matters  worse. 
However,  merely  stating  that  the  de- 
cline may  have  gone  too  far  and  that 
hundreds  of  stocks  are  undervalued 
by  any  statistical  standard,  won't 
make  prices  go  up. 

I  believe,  however,  that  the  market 
may  be  close  to  at  least  a  temporary 
bottom.  When  people  see  corporate 
profits  for  the  second  quarter,  they 
will  realize  that  earnings  on  the  DJI 
this  year  could  exceed  $75  by  a 
good  margin.  On  that  basis  the  DJI 
has  a  present  multiple  oJ  less  than 
12,  which  would  be  the  lowest  since 
1957.  This  could  be  the  basis  lor  a 
good-sized  rally,  but  before  investors 
regain  faith  in  the  longer-term  mar- 
ket outlook  quite  a  lew  other  things 
will  have  to  change.  In  the  May  15 
Column    I    expressed    the    opinion    that 

the  risk/ reward  ratio  is  becoming  in- 
creasingly favorable.  This  still  holds 
true,  but  the  time  element  is  uncer- 
tain for  cashing  in  on  basically  favor- 
able odds.  ■ 
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i    Technician's 
Perspective 


The  Horse's  Mouth 


ByJohnW.SchuIz 


Late  in  1968,  while  stock  prices  were 
still  rising  vigorously,  the  Federal  Re- 
serve Board  went  publicly  on  record 
that  it  intended  to  squeeze  inflation- 
ary expectations  out  of  the  stock  mar- 
ket as  well  as  out  of  the  economy. 
The  results  are  history:  the  1969-70 
bear  market  in  common  stocks  and 
the  1970  business  recession.  The  ex- 
perience was  neither  welcome  nor 
easy  to  live  with,  but  at  least  there 
had  been  adequate  warning  from  the 
horse's  mouth  for  investors  and  busi- 
nessmen alike.  Everybody  had  the 
"inside  information,"  so  to  speak,  and 
if  anyone  ignored  this  dope  or  un- 
derestimated its  eventual  implications, 
he  had  only  himself  to  blame. 

During  most  of  1971  and  1972,  the 
Fed  pursued  a  very  liberal  monetary 
policy,  which,  together  with  a  simi- 
larly stimulative  fiscal  policy,  helped 
to  kick  the  economy  into  a  rapidly 
accelerating  expansion.  For  a  number 
of  added  reasons,  this  expansion  led 
to  a  sharply  inflationary  rise  in  prices 
for  many  goods  and  services.  The  ob- 
vious need  to  curb  these  pressures 
has,  in  turn,  led  investors  to  fear  that 
the  Federal  Reserve  will  again  resort 
to  the  agonizing  crunch  tactics  of 
1969  and  that,  therefore,  another  re- 
cession is  due  this  year  or  in  1974. 

But,  curiously,  though  the  need  to 
curb  inflation  looks  just  as  acute  as 
in  1968  and  1969,  no  explicit  pub- 
lic warnings  of  a  money-and-credit 
squeeze  have  so  far  come  from  any 
FRB  spokesman.  Such  warnings,  at 
the  time,  were  presumably  intended 
as  a  specific  means  to  reduce  infla- 
tionary expectations.  That  they  are 
not  being  used  for  this  purpose  now 
means— to  my  mind,  at  least— that  the 
Fed  either  is  unwilling  to  go  again  to 
the  brink  of  a  liquidity  crisis  (nar- 
rowly averted  in  1970)  or  sees  no 
need  for  similar  sledgehammer  tactics 
this  time,  perhaps  mainly  because 
fiscal  policy  is  likely  to  be  progres- 
sively less  inflationary  during  the  next 
four  quarters.  So,  I  doubt  that  the 
Fed  is  set  on  engineering  a  new  busi- 
ness recession. 

Plainly,  of  course,  monetary  policy 
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this  year  has  been  geared  toward 
restraint,  so  there  could  be  some  risk 
of  an  unintended  recession.  Some  also 
fear  the  Fed  might  overreact  to  the 
inflation  threat  and  eventually  push 
restraint  to  the  point  of  crunch  after 
all.  But  I'm  inclined  to  discount  these 
risks:  Witness  the  relatively  delicate 
touch  with  which  the  Fed  moved  in 
mid-May,  raising  reserve  requirements 
on  some  large-denomination  time  de- 
posits, while  lowering  them  for  lend- 
able  funds  drawn  from  the  Eurodollar 
market,  and  lifting  the  interest  rate 
ceiling  from  longer-term  certificates 
of  deposit,  much  as  it  did  in  1970  to 
forestall  a  liquidity  crisis. 

A  Better  Market  Climate 

Anyway,  most  economists  seem 
agreed  that  the  pace  of  the  business 
expansion  will  decelerate,  perhaps 
starting  in  the  current  quarter,  and 
that  inflationary  pressures  similarly 
may  be  passing  their  peak  soon.  In 
light  of  these  views,  I  think  it  is  en- 
couragingly significant  that  the  mon- 
ey supply,  control  of  which  is  a  prime 
object  of  Federal  Reserve  policy, 
showed  signs  of  growing  again,  albeit 
at  a  modest  rate,  during  April  and 
in  early  May,  after  having  been  held 
to  almost  zero  growth  during  the  first 
quarter.  It's  encouraging  because  a 
modest  revival  of  money  growth  now 
could  indicate  that  the  Fed  has  not 
been  trapped  into  overkill  restraint, 
that,  instead,  monetary  policy  has  a 
fair  chance  of  avoiding  the  boom- 
bust  sequence  investors  have  been 
dreading  lately.  It's  encouraging  for 
yet  another  reason:  If  this  year's  mon- 
ey growth  is  to  average  in  the  4%- 
6%  per-annum  range  which  has  been 
regarded  as  the  Fed's  target,  the 
near-zero  growth  rate  had  to  be  aban- 
doned early  in  the  second  quarter. 

If  I'm  right  in  most  or  all  of  this 
reasoning,  we  ought  to  be  headed  for 
a  better  stock  market  climate.  The 
growth  rate  of  the  money  supply  ap- 
pears to  have  a  direct  effect  on  stock 
prices:  While  money  growth  was  flat, 
stock  prices  fell;  presumably  if  the 
money  supply  grows  anew,  the  over- 
all level  of  stock  prices  should  stabilize 
or  even  advance.  ■ 
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Just  being 
in  his  corner, 

you  can  be  a 

Saturday  hero. 

Every  boy  needs  a  man  on  his  side. 
Especially  if  he's  one  of  America's 
two  million  fatherless  boys.  These 
young  sluggers  need  someone  to 
steer  them  straight.  Someone  to 
channel  their  energies.  Someone  to 
respect  and  talk  with.  You  can  be 
that  someone,  simply  by  sharing  a 
few  hours  each  week  with  a  boy, 
doing  whatever  you  want  together. 
It's  that  easy  to  be  a  hero  to  a  boy. 
Saturday  or  anyday.  Call  your  local 
Big  Brothers.  Today. 

Be  a  Big  Brother. 


The 
Market 
Outlook 

By  Sidney  B.  Lur/'e 


The  Underlying 
Assets 


I  can  easily  argue  that  insufficient 
attention  is  being  given  to  the  fact 
that  the  dollar  has  relatively  greater 
purchasing  power  in  the  stock  market 
as  a  whole  than  in  almost  any  other 
area.  I  am  not  talking  about  the  high 
growth  rate,  so-called  "one  decision" 
companies,  which  I  still  feel  are  a 
vulnerable  area  despite  their  claim 
to  premium  multiples.  Rather,  it  seems 
to  me  that  the  main  body  of  the 
stock  market  is  probably  selling  at  the 
equivalent  of  800  or  less  in  terms  of 
the  Dow  industrial  average.  To  put  it 
a  little  differently,  emphasis  on  the 
popular  averages  can  obscure  the  fact 
that  a  large  section  of  the  list  repre- 
sents an  area  where  there  is  little  in 
the  way  of  negatives  which  must  be 
discounted.  Short  of  an  economic  col- 
lapse, the  disillusionment  already  has 
been  almost  complete. 

In  this  connection,  I  wonder  if  the 
emphasis  on  such  potential  negatives 
as  the  fact  that  too  fast  a  rate  of 
economic  growth  in  1973  could  mean 
a  slow  1974  is  coloring  the  progress 
made  in  other  areas.  For  example,  I 
believe  the  current  mood  is  overlook- 
ing the  significant  fact  that  the  float- 
ing foreign  exchange  rate  system  is 
working,  underestimating  the  possibil- 
ity that  our  balance-of -payments  prob- 
lem may  have  practically  disappeared 
a  year  from  today.  Perhaps  too  little 
attention  is  being  given  to  the  prob- 
ability that  a  quiet  and  significant 
change  for  the  better  has  taken  place 
in  labor-management  relations. 

Further,  today's  almost  blind  ac- 
ceptance of  the  belief  that  the  cost 
of  living  will  rise  continuously  in  it- 
self challenges  its  acceptance.  The 
more  unanimous  an  opinion,  the  more 
likely  it  is  to  be  eventually  wrong. 
Thus,  I  think  it  significant  to  note 
that  the  headlines  relating  to  the  price 
increases  overlook  two  possibly  signif- 
icant offsets:  1)  Most  of  the  rise  took 
place  during  the  past  year  rather  than 
in  the  past  month;  the  rate  of  increase 
in  spot  and  commodity  future  prices 
has  slowed  considerably.  2)  Apart 
from  this  intimation  that  world  raw 
material  prices  may  be  peaking,  the 
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fact  remains  that  there  was  an  ele- 
ment of  nonrecurrence  in  most  fac- 
tors which  brought  about  the  rise. 

Apropos  the  foregoing,  UAL,  Inc. 
(now  around  21),  the  holding  com- 
pany formed  by  United  Air  Lines  sev- 
eral years  ago,  has  returned  to  its 
winter  1970-71  price  level.  Yet  I  be- 
lieve the  airline  industry's  basic  fun- 
damentals are  stronger  today  than 
they  were  then,  and  it  has  the  benefit 
of  a  more  profits-minded  regulatory 
agency  than  at  any  time  in  recent 
history.  While  current  industry  traffic 
statistics  have  not  been  strong,  costs 
are  under  excellent  control  and  av- 
erage fares  are  up.  Moreover,  I  see 
two  particular  pluses  in  the  case  of 
UAL:  1)  The  line  is  believed  to  have 
increased  its  share  of  the  national 
travel  market,  and  strengthened  its 
position  in  the  profit-important  Chi- 
cago-to-the-West-Coast  market  where 
it  is  the  leading  factor.  2)  Last  year's 
pretax  loss  of  about  90  cents  per 
share  in  the  Hawaiian  travel  market 
should  be  halved  in  1973  and  per- 
haps turn  the  corner  in  1974.  I  believe 
UAL's  earnings  this  year  could  double 
the  80  cents  per  share  profit  of  1972. 

High  Margins 

Inland  Steel  (around  32,  paying 
$2)  has  a  somewhat  different  measure 
of  appeal.  For  one  thing,  the  stock 
of  this  major  midwestern  steel  man- 
ufacturer long  noted  for  its  earnings 
stability  was  not  exploited  during 
past  major  market  upswings.  Secondly, 
I  believe  the  steel  industry  itself  now 
is  less  cyclical  than  at  any  time  in  the 
past  decade  (and  a  worldwide  short- 
age of  steel  meanwhile  is  developing). 
With  imports  likely  to  decline  sharply 
in  the  second  half  of  this  year  and 
during  1974,  domestic  steel  produc- 
tion in  coining  periods  will  be  more  in 
line  \\ iili  actual  consumption  than  a( 
any  time  since  the  mid-Sixties.  Inland. 
which    has   one   of   the    highest    profit 

margins  per  ton  <>l  steel  in  the  Indus 

ti\    and    the    besl    return    on    invested 

capital,  should  earn  around   $4  this 

\rai  as  against  $3.  13  in  L972. 

I   believe  the  energy  crisis  is  open 

ing  a  new  long-term  investment  area 
whose  stock  market  implications  have 
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just  begun  to  develop.  And  the  ramifi- 
cations could  be  widespread.  For  ex- 
ample, the  railroads  which  own  and 
transport  coal  should  be  helped,  as 
may  the  companies  that  produce  fiber- 
glass insulation  for  homes.  Even  the 
automobile  industry  might  be  an  ulti- 
mate beneficiary  in  that  high  gasoline 
prices  could  open  a  huge  replacement 
market  for  low  horsepower  cars. 
While  the  full  scope  of  this  new  in- 
vestment force  has  not  yet  unfolded, 
there  are  some  immediately  definable 
areas  of  interest. 

For  example,  I'm  intrigued  with 
the  long-term  investment  possibilities 
in  Westinghouse  Electric  (around 
33).  For  one  thing,  I  believe  that 
Westinghouse,  which  has  booked  an 
important  share  of  the  European  and 
domestic  nuclear  power  orders,  is 
probably  the  most  profitable  factor  in 
the  field.  It  seems  to  me  that  the  basic 
difference  between  Westinghouse  and 
General  Electric  (the  latter  enjoying 
higher  overall  profit  margins  and  a 
highly  profitable  consumer  goods  busi- 
ness) is  already  recognized  in  the  mar- 
ketplace. Meanwhile,  I  believe  the 
company's  1973  earnings  should  reach 
a  new  all-time  high  in  the  $2.50  per 
share  area,  as  compared  with  $2.24 
last  year,  inasmuch  as:  1)  A  sharp 
profits  uptrend  is  likely  in  the  indus- 
trial and  defense  divisions,  which  con- 
tributed 43%  and  33%  of  sales  and 
earnings  respectively  last  year. 
2)  With  the  power  systems  division, 
which  contributed  32%  and  43%  of 
1972's  sales  and  earnings,  benefiting 
from  increased  demand  and  higher 
prices,  better  profits  are  likely  here. 

Interest  in  the  Traditional 

These  capsule  corporate  comments 
highlight  my  continuing  belief  that  a 
major  shift  in  issue  emphasis  is  de- 
veloping within  the  market  as  a  whole, 
with  attention  gravitating  toward 
what  might  be  termed  the  more  tradi- 
tional areas  of  the  marketplace.  All 
of  which  suggests  that  it  can  be  fal- 
lacious to  think  about  the  stock  mar- 
ket outlook  in  terms  of  the  popular 
averages.  This  is  neither  an  average 
economy'nor  an  average  stock  market. 
Witness  "the  fact  that  many  major  in- 
dustries which  have  been  in  a  private 
bear  market  for  a  number  of  years 
now  may  have  decisively  reversed 
their  trend.  The  steel  and  paper  in- 
dustries are  an  excellent  example  in 
that  the  difference  between  theoretical- 
ly peak  earnings  and  a  new  plateau 
of  earnings*  may  be  so  small  that  there 
is  an  upward  multiple  reevaluation, 
which  more  than  offsets  future  earn- 
ings fluctuations.  In  short,  I  can  see  a 
two-tier  market  continuing,  but  the 
tier  of  interest  will  be  different  than 
it  has  been  in  past  months.   ■ 


Readers  Say 


(Continued  from  page  10) 

dealer   and   meat   salesman    (per   se) 
becoming  a  Captain  of  Industry? 

—Benjamin  B.  Bauer 
Stamford,  Conn. 

Per  se,  nothing.  In  Mr.  Goldblum's 
case,  plenty— MSF. 

The  Money  What? 

Sir:  Re  your  response  to  reader 
Croucher  on  the  appropriateness  of 
the  title  The  Money  Men  (Readers 
Say,  May  15).  Money  People  does  in- 
deed sound  like  an  excellent  and  very 
appropriate  title  for  a  feature. 

—Ann  Kruse 
Davenport,  Iowa 

Sir:  No  matter  what  Webster  says, 
Mayri  Voute  is  not  a  money  man. 

—Amy  M.  Levine 
New  York,  N.Y. 

Forget  the  Rest 

Sir:  I  was  appalled  by  the  statis- 
tics used  in  your  article  "The  Great 
Imbalance"  (May  I).  Of  the  earnings 
growth  in  the  Standard  Group,  $273 
million  of  the  five-year  increase  of 
$351  million  was  earned  by  one  com- 
pany, ITT.  Ex  ITT,  and  the  five-year 
earnings  increase  for  the  remaining 
nine  Standard  Group  companies  was 
$78  million,  an  increase  in  earnings  of 
only  5.5%  in  five  years,  hardly  worth 
more  than  a  P/E  ratio  of  11. 

—Richard  H.  Lawrence 
New  York,  N.Y. 

Expanding  Profits 

Sir:  Your  sympathetic  article  about 
this  company  (Dec.  1,  1972)  con- 
tained a  sting  in  its  tail.  In  the  article, 
one  unnamed  British  analyst  said: 
"They  are  the  most  efficient  organiza- 
tion in  this  country,  but  there  is  no- 
where they  can  successfully  expand." 
Pass  on  to  him  this  copy  of  our  results 
for  the  year  ended  March  31,  1973. 

— H.  Shepherd 

Marks  &  Spencer  Ltd. 

London,  England 

The  results  showed  that  sales  were 
up  19%  to  £550  million,  net  profits 
up  31%  to  £45  million— Ed. 

Head  Tax  Holdup 

Sir:  You  don't  understand  the  fuss 
over  the  airport  head  taxes  and  feel 
that  it  is  no  imposition  (Fact  <b  Com- 
ment, Apr.  15).  It  reminds  me  of  the 
Old  West  holdup:  "OK,  boys,  your 
cattle  are  gonna  cost  you  a  dollar  a 
head  to  pass  through  my  land."  If 
you   can   tax   air   travelers,    then    the 


next  step  will  be  toll  booths  for  auto- 
mobiles in  every  rinky-dink  town. 

—Richard  L.  Fyfe 
Ridgefield,  Conn. 

Sir:  About  three  years  ago,  Con- 
gress set  up  a  special  trust  fund  for 
the  improvement  of  the  nation's  air- 
ports and  the  air  navigation  system. 
This  fund  is  supported  by  an  8%  user 
charge  on  all  tickets  sold  in  the  U.S. 
and  a  $3  head  tax  on  international 
travel.  These  taxes  paid  out  by  air 
travelers  will  yield  approximately 
$695  million  this  fiscal  year.  In  view 
of  these  trust  monies,  it  is  neither 
equitable  nor  necessary  to  expose  air 
travelers  to  undue,  additional  airport 
tax  burdens. 

—Stuart  G.  Tipton 

President, 

Air  Transport  Association 

Washington,  D.C. 

A  Better  Idea? 

Sir:  The  president  of  Ford  Mo- 
tor, along  with  some  other  wheels  of 
industry,  might  do  better  getting  back 
to  producing  better  products  instead 
of  complaining  about  stock  price  mul- 
tiples and  government  regulations 
(May  1).  Not  all  of  the  auto  indus- 
try's problems  were  unforeseeable. 

— W.A.  Ratzburg 
Mountain  View,  Calif. 

Croaks  re  Crocker 

Sir:  In  your  editorial  "The  New 
Math"  {May  1),  you  quote  from  a 
letter  of  a  bank  holding  company 
["Crocker  National  Corp.'s  earnings  in- 
creased in  each  quarter  in  1972.  How- 
ever, the  gains  were  not  sufficient  to 
bring  the  corporation's  earnings  for 
the  full  year  to  1971  levels."].  You 
then  make  the  comment  that  deposi- 
tors carefully  check  their  monthly 
statements.  I  sure  as  heck  would  not. 
That  letter  was  not  comparing  1972 
earnings  with  1971  earnings.  Their 
math  is  A-okay. 

—David  A.  Breen 
Turnersville,  N.J. 

Sir:  I  think  you  came  a  cropper 
on  your  Crocker  comment. 

—Lyndon  Everbach 
Louisville,  Ky. 

Sir:  Get  one  of  your  writers  to  ex- 
plain it  to  you. 

—Robert  W.  Kraft 
Kitimat,  B.C.,  Canada 

Sir:  Make  sure  brain  is  in  gear  be- 
fore engaging  pen. 

—Henry  T.  Ponsford 
Vienna,  Va. 

Sir:  Now  you've  got  me  thoroughly 
muddled  about  the  "New  Math."  Had 
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"I  was  just  another  investor  failure  and  then,  one  day,  I  stopped  listening 
to  my  stock  broker  at  E.  F.  Hutton  and  turned  to  my  barber  for  advice" 


1973...  LIMITED  EDITION 
Price:  $2  per  copy  Available:  June  1 

The  Bawl  Street  Journal,  a  humorous  newspaper  about  Wall  Street ...  its  people 
and  firms,  is  printed  in  limited  edition  for  subscribers.  Published  once  per  year 
by  The  Bond  Club  of  New  York,  it  will  be  available  only  through  June  1—30.  To 
order  your  copy  or  copies  kindly  complete  the  coupon  below  and  remit  with  check. 


Mr.  F.  Van  Vranken,  Jr.,  Circulation  Manager 
P.O.  Box  445,  Wall  Street  Station 
New  York,  NY.  10O05 


Please  send  me. 


.copies  of  the  1973  edition  of  The  Bawl  Street  Journal.  Enclosed  is  my  check 


payable  to  The  Bawl  Street  Journal  Corp.  fe  $2  per  copy. 


NAME. 


ADDRESS- 
CITY 


(please  print) 


-STATE. 


-ZIP. 


Readers  Say 


I    better    check    more 
the    future    on    Forbes' 
billings  to  me? 


carefully    in 
subscription 

-G.  West 
Dallas,  Tex. 


Sir:  Being  less  narrow  than  you  in 
my  thinking,  I  can  easily  see  a  possible 
logic  and  accuracy. 

—Joseph  R.  Weil 
New  York,  N.Y. 

Sir:  Crocker's  earnings  in  1972  did, 
in  fact,  increase  in  each  quarter  with 
the  exception  of  the  first  quarter.  Per- 
haps your  arithmetic  is  more  reminis- 
cent of  a  New  Haven  training  than 
your  actual  training  in  Tiger  Town. 

— W.  Boardman  Jones  Jr. 

Vice  Chairman, 

Mercantile  Trust  Co. 

St.  Louis,  Mo. 

Sir:  The  real  problem  is  Crocker's 
unclear  language. 

—Nathan  Weinstock 

Asst.  Professor  of  Business, 

Orange  County  Community  College 

Middletown,  N.Y. 

Crocker's  earnings  in  the  first  quar- 
ter of  1972  were  76  cents,  9  cents 
less  than  the  preceding  quarter. 
There  is  just  no  way  in  actual  fact 
that  their  earnings  "increased  in  each 
quarter  during  1972"—  MSF. 

Turning  Red  into  Black 

Sir:  In  your  May  15  Directory  Is- 
sue you  say  (p.  176)  that  the  Norfolk 
&  Western  earned  $133  million  last 
year.  That  isn't  what  my  annual  re- 
port says.  It  says  that  they  earned 
$43  million. 

—Robert  Currin 
New  York,  N.Y. 

Because  of  a  clerical  error,  N&W's 
write-off  of  its  Erie  Lackawanna  in- 
vestment was  counted  as  a  credit  in- 
stead of  a  debit.  N<bW's  operating 
earnings  last  year  were  $88  million. 
The  write-off  reduced  the  figure  to 
$43  million.  Using  that  figure,  NirW 
would  have  ranked  256  on  the  Forbes 
Profits  500-Ev. 

A  Good  Point 

Sue  Your  table  on  the  chemical 
industry  (May  1)  contains  a  typo- 
graphical error  relative  t<>  Rohm  and 
1 1, i, is'  dividend  yield.  The  yield  should 
be  .79%,  not  7.9*. 

— J.L.  Wilson 
Treasure] . 
Rohm  and  I  laa: 
Philadelphia,  Pa, 
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Trends  &Tangents 


(Continued  from  page  8) 

Minimum  Wage  Area 

Executives  who  hanker  after  the  re- 
laxed California  corporate  life  style 
should  heed  this:  What  you  hear  about 
less  pay  is  true.  For  proof,  see  the 
Forbes  Directory  Issue  (May  15). 
California  is  the  home  of  ten  of  the 
nation's  60  biggest  companies  in  as- 
sets, seven  of  the  60  biggest  in  rev- 
enues, and  six  of  the  biggest  60  in 
profits  and  market  value.  But  of  the 
60  best  paid  CEOs,  not  one  runs  a 
California  company.  Best-paid  Golden 
State  CEO:  Union  Oil's  Fred  Hartley, 
61st  on  the  Forbes  list. 

Who's  a  Piker? 

Harold  Goldstein,  the  commodity 
option  king,  once  reportedly  told  an 
associate:  "When  I  get  done,  I'll  make 
Billy  Sol  Estes  look  like  a  piker." 
Well,  at  28,  Goldstein  is  about  done. 
His  company  is  in  ruins  and  he's  in 
jail,  with  bail  set  at  $400,000.  If 
convicted,  he  could  get  80  years  and 
an  $85,000  fine.  Investigators  figure 
that  he  may  have  diverted  some  $20 
million  in  company  funds  into  secret 
bank  accounts  in  Switzerland  and 
Canada.  Billy  Sol  Estes  swindled  a 
little  more  than  that,  around  $22  mil- 
lion. So  Goldstein  didn't  make  Estes 
look  like  a  piker.  But  that's  not  sur- 
prising. After  all,  he  didn't  have  as 
much  time  as  Billy  Sol. 

The  Human  Sell 

The  growing  trend  to  use  char- 
acters as  trade  names,  in  order  to 
humanize  the  sales  approach,  has  al- 
ready given  us  Sir  Grapefellow  cereal, 
Big  Wally  wall  cleaner,  Igor  the  In- 
visible vodka  and  Boris  Karwash  in- 
dustrial car  and  truck  cleaner.  But 
leave  it  to  the  clever  Japanese  to  come 
up  with  a  new  home  fire  and  burglar 
alarm  system  called  The  Guardfather. 

Checking  Bad  Checks 

Check  forging  is  big  business,  ac- 
counting for  losses  estimated  at  $800 
million  a  year— more  than  from  fires. 
One  of  the  more  promising  ways  of 
checking  the  bad-check  artists  is  to 
put  the  picture  of  the  check-writer  on 
personalized  checks.  A  small  bank  in 
Los  Angeles  is  just  completing  a  year's 
experience  with  the  idea,  and  both 
bank  officers  and  the  local  police  like 
the  results.  Despite  the  obvious  ad- 
vantages, though,  the  idea  may  spread 
only  slowly.  Some  people  don't  want 
their  pictures  on  checks,  and  the  pic- 
tures add  a  cent  or  two  to  the  cost 
of  printed  checks.  ■ 
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I  nOUgntS  . . .  Business  of  Life 


There  isn't  much  thrill  in  success 
unless  one  has  first  been 
close  to  failure. 
William  Feather 


The  ladder  of  life 

is  full  of  splinters,  but 

they  always  prick  the  hardest 

when  we're  sliding  down. 

W.  L.  Brownell 


All  adverse  and  depressing  influences 
can  be  overcome,  not  by  fighting, 
bnt  by  rising  above  them. 
Caleb  C.  Colton 


The  ideal  man  bears  the  accidents 

of  life  with  dignity  and  grace, 

making  the  best 

of  the  circumstances. 

Aristotle 


Pluck  takes  us  into  a  difficulty; 
nerve  brings  us  out  of  it. 
George  John  Whyte-Melville 


Joys  are  bubble-like; 

what  makes  them  bursts  them  too. 

Philip  James  Bailey 


Difficulties  are  the  things 
that  show  what  men  are. 
Epictetus 


Take  heart.  Suffering, 
when  it  climbs  the  highest, 
lasts  but  a  little  time. 
Aeschylus 


Know  how  sublime  a  thing  it  is 

to  suffer  and  be  strong. 

Henry  Wadsworth  Longfellow 


Success  is  the  summit 
we  all  seek  to  attain.  The  road 
is  steep,  steep  as  a  ladder, 
and  the  exertion  of  brain  and  muscle 
is  necessary  to  climb  it  step  by 
step,  painstakingly,  pluckily, 
perseveringly.  The  man  who  has  not 
struggled  with  difficulty  after 
difficulty  cannot  know  the  joy  of 
genuine  success.  The  rungs  in 
the  ladder  of  success  are 
composed  of  difficulties. 


B.  C.  FORBES 


Exactness  in  little  duties 
is  a  wonderful  source 
of  cheerfulness. 
Frederick  William  Faber 


To  be  able  to  endure  odium 
is  the  first  art  to  be 
learned  by  those  who 
aspire  to  power. 
Seneca 


Despondency  is  the  most  unprofitable 
feeling  a  man  can  indulge  in. 
Thomas  Dewitt  Talmadge 


The  man  without  a  purpose 
is  like  a  ship  without  a  rudder— 
a  waif,  a  nothing,  a  no  man. 
Thomas  Carlyle 


Be  awful  nice  to  'em  goin'  up, 
because   you're   gonna   meet 
comin'  down. 
Jimmy  Durante 


'em   all        We  must  always  skim  over  pleasures. 
They  are  like  marshy  lands 
that  we  must  travel  nimbly,  hardly 
daring  to  put  down  our  feet. 
Bernard  de  Fontenelle 


There  is  nothing  certain 
but  the  unforeseen. 
James  A.  Froude 


Write  down  on  paper  your  goal 

in  life.  With  that  down 

in  black  and  white,  we  really  can 

get  somewhere.  Few  can  define  their 

goal,  much  less  write  it. 

You  cannot  find  happiness  until 

your  goal  is  clear  and  in  view. 

Ross  Byron 


There's  no  such  thing  as 
the  ladder  of  success- 
it's  a  greased  pole. 
Arnold  Glasow 


Aim  high!  It  is  no  harder  on  your 
gun  to  shoot  the  feathers 
off  an  eagle  than  to  shoot 
the  fur  off  a  skunk. 
Troy  Moore 


Patience  is  the  art  of  hoping. 
Luc  de  Vauvenargues 


A  Text 


Sent  in  by  R.E.  Boyle,  Anchorage, 
Alaska.  What's  your  favorite 
text?    The    Forbes    Scrapbook    of 

Thoughts  on  the  IJusincss  of  Life 
is  presented  to  senders  of  texts 
used. 


Americans  still  l>elieve  they  are 
cut  out  to  be  successful— 
in  everything:  love,  love-making, 
luck,  luck-giving,  money-making, 
sense-making,  cancer-avoiding, 
clothes-wearing,  car-driving, 
and  so  on. 
William  Saroyan 


Strengthened  nith  all  might,  accord- 
ing to  his  glorious  power,  unto  all 
patience  rind  longsuffering  with  joy- 
fulness. 

COLOSSIANS  1:11 
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Think  of  the  computer  as  energy.  As  menll 


lergy.  Power  to  get  things  done. 


The  0>ntinent  that  brought  you 

the  Common  Market  now 
brings  you  the  Uncommon  Market 


Eastern  Europe,  with  its  325  million 
people  and  20%  of  the  world's  Gross  National 
Product,  has  always  been  a  potentially  lucrative 
market.  But  trading  with  these  countries  has 
always  been  a  difficult,  if  not  impossible  task. 

Well,  all  that's  changing  now  and  trade  re- 
strictions are  relaxing  on  both  sides.  You 


of  the  effects  these  arrangements  can  have  on 
your  international  profit  and  loss  situation. 

Whatever  your  needs  are  in  the  Eastern 
Bloc,  Chemical  Bank  is  prepared  to  meet 
them  with  everything  from  export  financing 
to  project  development  loans.  And  through 
our  network  of  European  offices  and  corre- 


probably  know  that  the  U.S.  Government  is  ac-     spondent  banks  we're  able  to  keep  you  in- 


tively  encouraging  American 
businessmen  to  take  advantage 
of  the  enormous  trade  oppor- 
tunities these  countries  offer. 
You  may  not  know  that  those 
opportunities  include 
demand  for  a  wide  range  of 
American  goods  and  services. 
Everything  from  farm  tractors 
to  the  design  and  construc- 
tion of  huge  petrochemical 
plants. 

What  you  need  to  know 

In  order  for  you  to  take  ad- 
vantage of  these  opportunities, 
it's  important  that  you  under- 
stand some  of  the  more  unique 
aspects  of  doing  business  there.  And  that's 
where  Chemical  Bank's  international  officers 
can  help  you.  We  have  the  financial  expe- 
rience. And  we  developed  contacts  in 
Eastern  Bloc  countries  to  simplify  your  entry 
into  these  markets. 

How  we  can  help. 

We  know,  for  instance,  that  Eastern  Bloc 
countries  have  limited  holdings  of  foreign 
currencies  which  make  it  difficult  for  them  to 
finance  trade  with  the  West.  We  also  know 
that,  for  the  most  part,  trade  between  Eastern 
Europe  and  the  United  States  still  relies  on 
financing  arrangements  especially  adapted  for 
these  markets.  And  we  can  help  you  and  your 
financial  officers  reach  a  fuller  understanding 


formed  on  events  that  are  of 
interest  to  international 
businessmen.  In  Eastern 
Europe  and  around  the  world. 

If  you'd  like  more  infor- 
mation on  these  promising 
new  markets  or  a  copy  of  our 
brochure  on  Financing  Trade 
with  Eastern  Europe,  write  on 
your  company  letterhead  to 
Chemical  Bank,  Box  5161B, 
20  Pine  Street,  New  York, 
N.Y.  10015.  Or  mention  your 
interest  to  your  Chemical 
Bank  representative.  He'll  tell 
you  how  Chemical  Bank  can 
supply  your  company  with 
financial  energy  in  Eastern 
Europe  and  around  the  world. 

Our  world-wide  offices. 

Main  Office:  New  York.  Branch  Offices: 
Brussels,  Frankfurt,  London,  Paris,  Tokyo, 
Zurich,  and  Nassau.  Representative  Offices  in 
Beirut,  Birmingham,  Madrid,  Milan,  Bogota, 
Buenos  Aires,  Caracas,  Rio  de  Janeiro,  Sao 
Paulo,  Mexico  City,  Hong  Kong,  Manila,  and 
Sydney.  Affiliated  Bank:  Breisach  Pinschof 
Schoeller,  Vienna,  Austria.  Correspondent 
banks  in  over  185  nations. 

ChemicalSaink 

The  American  businessman:  When  his  needs 
are  financial,  his  reaction  is  C  chemical. 
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INTRODUCING  WESTWIND. 

The  first  low-cost  business  jet  to  solve 
the  problems  of  low-cost  business  jets. 


It  may  be  news  to  you,  but  low-cost  jets 
have  problems,  basic  problems  like  lim- 
ited range  and  speed,  cramped  cabins 
and  useless  toilet  facilities. 

With  other  low-cost  jets,  the  price  you 
pay  to  keep  the  cost  down  may  be  too 
much.  What  we  believe  to  be  important 
are  comfort,  performance  and  equipment. 
Getting  these  benefits  in  a  low  priced 
jet  has  been  the  problem,  until  now. 

But  now  you  can  buy  Westwind. 

1123  Westwind.  From  Atlantic  Avia- 
tion, the  world's  largest  business  jet 
distribution  and  service  organization. 

Westwind.  The  first  million  dollar  jet 
to  give  you  more  than  just  a  low  price  tag. 

An  Executive  Interior 
For  Executives. 

Westwind  gives  you  a  quieter  cabin 
that's  80%  larger  than  the  smallest  low 
priced  jet.  And  an  executive  interior  de- 
signed for  executives.  That  means  a 
large  divan  and  comfortable,  reclining 
chairs  for  up  to  10  passengers. 


And  built-in  work  tables.  And  eleveri 
windows.  And  a  useable  lavatory  with 
electric  toilet  that  flushes  and  a  wooden 
door  that  shuts. 

We  think  you  should  get  a  million 
dollars  worth  of  range,  too.  So  Westwind 
is  built  to  go  2000  miles,  with  ample  IFR 
reserves.  An  unusual  feature  in  a  low 
cost  business  jet.  But  not  unusual  in 
Westwind. 

Speed  is  the  reason 
for  buying  a  jet. 

While  a  large  cabin  and  superior  range 
are  remarkable  at  our  price,  we  give 
you  more. 

We  give  you  a  maximum  cruise  speed 
of  540  MPH.  over  100  MPH  faster  than 
the  smallest  low  cost  jet.  Think  of  it, 
isn't  speed  the  biggest  reason  for  buy- 
ing a  jet? 

The  best 
equipped  of  the  lot. 

You  may  be  thinking  that  to  achieve 
this  sort  of  comfort  and  performance  we 
must  be  leaving  something  out.  The  truth 
is,  Westwind  is  the  best  equipped  business 
jet  that's  ever  been  sold,  at  any  price. 

We've  installed  a  complete  Collins 
avionics  package,  the  best  money 
can  buy. 

Fully  certified  de-icing  is  standard. 

Our  APU  (auxiliary  power  unit)  is 
standard,  too.  For  heating  and  cooling 
on  the  ground,  winter  or  summer.  And 
600  amps  for  engine  starting.  You  can't 
even  install  this  $50,000  option  on  other 
low  cost  jets ...  we  give  it  to  you. 

Our  cabin  is  complete.  We've  included 
a  hot/cold  galley,  refreshment  bar,  read- 
ing/writing work  area,  plenty  of  storage 
space... even  a  four  speaker  stereo 
tape  deck. 


The  rest  of  our  standard  package  in- 
cludes unexcelled  warranties,  service 
and  support  from  Atlantic,  and  the  fin- 
est training  money  can  buy,  Flight 
Safety,  Inc. 

Lastly,  all  this  comfort,  performance 
and  equipment  costs  only  $1,050,000  to 
buy  and  less  than  a  dollar  mile  to 
operate. 

Call  us  today. 

Before  you  rush  into  a  "bargain','  see 
how  much  business  jet  you  can  buy  for  a 
million.  Call  or  write:  Bob  Rada,  Atlan- 
tic Aviation,  Box  1709,  Wilmington,  Del. 
(800)  441-9480.  (In  Canada,  call  Stewart 
Irvine,  (514)  030-4155).  Ask  for  a  pro- 
ductive and  enlightening  demonstration 
that  proves  you  don't  have  to  sacrifice 
comfort  and  performance  when  you  buy 
an  economical  jet. 


tlmntlc 
iflmtlon 


1947 
$4,000,000 


1972 
$166,100,000 


A  PICTURE  OF  HEALTH 


Clearly  dedication  to  growth  of  our  diversified  pharmaceutical 
business  has  been  healthy  for  Rorer-Amchem.  In  the  past  10  years 
alone,  for  example,  our  sales  have  increased  by  268  percent  and 
net  income  by  297  percent. 

But  the  story  isn't  just  numbers.  It's  the  products  responsible 
for  them. 

Like  Maaloxf  the  best-selling  "ethical"  antacid  and  one  of  the 
ten  largest  volume  items  in  pharmacies. 

Or  the  new  and  exciting  Ethrelf  a  remarkable  plant  growth 
regulator  that  will  increase  the  marketability  of  many  crops. 


And  the  Alodine^  pretreatment  process,  which  got  the  aluminum 
can  and  painted  aluminum  industries  started,  and  still  leads  the  way 

As  we  sometimes  say,  we're  "science  at  work  for  medicine, 
agriculture  and  industry'.' 

For  more  reasons  why  we're  growing,  write:  Rorer-Amchem,  Inc., 
500  Virginia  Drive,  Fort  Washington,  Pennsylvania  19034. 


RORER-AMCHEM.  INC. 
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America's  fastest  growing  telephone  system. 

We  are  concentrated  in  communities  all  over  America  where 
there's  room  to  grow.  And  we  concentrate  on  giving  our  customers  more 
service  for  their  money.  That  makes  everybody  happy,  including  our  investors. 

Want  to  read  a  success  story?  Write  for  our  Annual  Report. 

T*  Continental  Telephone  Corporation 

Depl.  C,  P.O.  Box  400,  Merrifield,  Va.  221 16 
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makeCprof  itable  relocation 
and  expansion  decisions. 


Every  survey  shows  that  American  industry  is  on 
the  move.  Small  and  large  companies  are  seeking 
profitable  relocation  or  expansion  sites.  And  West 
Virginia  is  appealing  to  more  and  more  companies 
every  year. 
Here's  why. 

When  you  telephone  our  director  of  Industrial 
Development  at  (304)  348-2234  or  mail  the  coupon 
below,  an  experienced,  hard-working  staff  is  ready 
to  go  to  work  with  you  and  for  you  to  help  you 
make  the  correct  decision. 

Here  are  just  a  few  things  you  can   expect  from 
West  Virginia's  Department  of  Commerce  and   its 
Industrial  Development  Division: 
We  will  visit  your  office  and  discuss  your  require- 
ments. 

We  give  you  full  information  and  incontestable 
facts  about  West  Virginia. 

We  will  help  you  find  a  site  suitable  to  your  needs 
or  an  existing  facility  within  overnight  trucking  to 
60%  of  the  Nation's  population. 
We  will  arrange  100%  financing  of  your  building 
and  equipment  at  extremely  favorable  interest  rates. 
We  will  offer  you  state  tax  credits  of  10%  for  up  to 
ten  years.v- 

We  will,  if  you  desire,  design  and  supervise  con- 
struction of  your  buildings. 

We  will  put  in  access  roads,  water,  sewage  and 
any  other  necessary  utilities. 

We  will  set  up  and  run  an  employee  training  pro- 
gram to  encj  with  the  completion  of  the  facility. 
We  will  help  you  hire  and  screen  local  administra- 
tive and  supervisory  personnel. 
We  will  keep  you  up  to  date  on  the  progress  of 
the  program. 


We  will  handle  all  the  myriad  paperwork,  forms, 
etc. 

And,  if  past  experience  is  any  guide,  we  will  de- 
liver all  this  on  time. 

There  is  a  lot  more  to  West  Virginia  than  manu- 
facturing, economy  and  profitability.  We  offer  un- 
rivaled scenic  beauty,  superb  recreational  oppor- 
tunities for  all  ages,  pleasant  living  with  people 
who  want  you  to  feel  welcome,  superb  educational 
and  medical  facilities,  one  of  the  lowest  crime  rates 
in  the  Nation,  new  easy  access  dual  highways  and 
good,  clean  air. 

If  you  are  thinking   about  a   new   location,   don't 
you  owe  it  to  yourself  and  your  company  to  let 
West  Virginia  tell  you  what  it  can  do  for  you? 
Call  us  or  mail  us  the  coupon  below. 


Industrial  Development  Division 
Department  of  Commerce,  Dept.  FOR-73-1 
Charleston,  West  Virginia  25305 

Yes,  tell  me  more  about  wonderful  West  Virginia.  J  am  primarily 

interested  in , _. 
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WEST  VIRGINIA  IS  READY 


plant  instrumentation. 

we  built  our  experience  on  industry's 
toughest  jobs. 

Johnson:  the  automation  specialists.  Our  Systems  Engineering  &  Construction  Division 
(SECD)  has  more  experience  at  instrument  systems  installation  than  any  other  inde- 
pendent firm  in  North  America.  We  have  completed  more  than  600  demanding,  com- 
plex projects  .  .  .  for  the  power  generation,  aerospace,  water  and  waste  treatment, 
chemical,  petrochemical  and  other  process  industries. 

Why  do  industry  leaders  turn  to  us?  Because  SECD  provides  undivided  responsibility 
for  design,  procurement,  fabrication,  installation  and  startup  of  all  types  of  process 
instrumentation  systems.  Because  we're  thoroughly  familiar  with  all  the  latest  pro- 
cess computers,  and  we  know  how  to  put  together  the  best  system  for  the  money. 
Because  we  have  skilled  manpower,  in  all  required  trades  and  disciplines,  in  all 
parts  of  the  continent.  And  because  our  progressive  construction  management  tech- 
niques assure  on-time  completions. 

If  you  use  instrument  systems  of  any  type,  our  SECD  specialists  can  help  you.  Write 
for  more  information. 


JOHNSON 

SERVICE  COMPANY 


MILWAUKEE,  WISCONSIN  •  532Q1 
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Out  of  Sight 

In  1965  Senior  Editor  James  Cook  did  a  Forbes  cov- 
er story  on  the  late  metals  magnate,  Charles  Engel- 
hard. Engelhard,  a  brutally  honest  man,  had  this  to 
say  in  defense  of  his  investments  in  racist  South 
Africa:  "If  you  find  somebody  who  doesn't  like  living 
in  South  Africa,  he  hasn't  been  paid  enough." 

Cook  was  a  bit  shocked.  He  himself  so  disapproved 
of  the  South  African  government  that  he  refused  to 
eat  South  African  lobster  tails.  But  he  realized  Engel- 
hard was  not  praising  racial  oppression;  he  was  sim- 
ply facing  up  to  the  facts  of  human  nature.  Engel- 
hard was  saying  that,  for  the  overwhelming  majority 
of  people  everywhere,  a  full  pocketbook  is  more  im- 
portant than  racial  or  political  justice. 

Jim  Cook  has  just  returned  from  a  four-week  trip 
to   southern   Africa,   where   he   researched   the   cover 
story  that  starts  on  page  38.  During  the  trip,  what  Engelhard  had  said  to 
Cook  helped  him  come  to  terms  with  the  contradictory  situation: 

"I  expected  to  be  offended  by  my  experience  of  the  country.  I  was 
wrong.  You  don't  see  apartheid  any  more  than  you  see  the  secret  police. 
Johannesburg  strikes  you  as  being  just  another  American  city  with  per- 
haps somewhat  more  black  porters  and  bellhops  than  you're  used  to  and 
perhaps  somewhat  more  black  faces  in  the  street  than  you'll  see  in  New 
York  (but  not  many  more)  and  you  find  yourself  wondering,  Where  in 
hell  are  those  17  million  blacks?  And  then  you  realize  the  obvious:  that  this 
is  what  apartheid  in  South  Africa  is  all  about— the  physical  separation  of 
the  two  races  in  black  and  white  areas.  Now,  economics  plus  common  sense 
are  forcing  the  government  to  permit  an  ever-growing  number  of  exceptions 
to  the  physical  separation  of  the  races.  This  scares  many  of  the  whites.  'I 
wouldn't  mind  if  all  the  blacks  wanted  was  equality,'  one  indignant 
Afrikaner  told  me,  'but  it's  not.  They  want  to  do  to  us  what  we  did  to  them.' 

"Without  quite  saying  it,  this  white  South  African  was  getting  to  the 
heart  of  apartheid.  The  white  standard  of  living  is  high,  not  because  the  econ- 
omy is  immensely  productive— it  is  not— but  precisely  because  the  black 
standard  of  living  is  so  low. 

"So,  what  should  well-meaning  people  do  about  this?  Groups  like  the 
National  Council  of  Churches  urge  American  business  to  boycott  the  country. 
Their  motives  are  commendable,  but  their  logic  is  doubtful.  If  you  damage 
South  Africa  economically,  it  is  the  blacks  who  will  suffer  most,  just  as  they 
have  in  Rhodesia,  and  the  whites  will  see  to  it  that  they  do." 

South  Africa's  most  outspoken  black,  Zulu  chief  Gatsha  Buthelezi,  has 
this  to  say  to  well-wishers  abroad:  "If  you  are  to  ask  foreign  companies 
to  withdraw,  at  least  make  it  a  reasonable  exercise.  Give  the  firms  a 
timetable  to  improve  the  wages  of  black  workers,  and  if  they  don't  stick 
to  it.  then  ask  them  to  withdraw." 

Chief  Buthelezi  is  well  aware  of  the  Polaroid  case.  Pressed  to  get  out  of 
South  Africa  by  militant  American  blacks,  Polaroid  instead  delivered  an  ul- 
timatum to  its  South  African  distributor:  Raise  nonwhite  wages  and  start 
job-training  programs  for  nonwhites— or  lose  the  Polaroid  tie.  Many  people 
credit  Polaroid  for  the  current  upsurge  of  black  wages.  Such  gradualism 
may  not  be  politically  glamorous,  but  it  has  a  better  chance  to  work. 


With  all  the  current  controversy  about  institutional  investors,  this  year's 
Forbes  Mutual  Fund  Survey,  coming  in  our  Aug.  15  issue,  should  be  of 
special  interest.  The  funds,  with  the  other  institutions,  have  of  course  come 
to  play  a  dominant  role  in  the  stock  market.  So  the  question  is  pertinent: 
Just  how  good  are  the  funds  as  investment  vehicles?  We  happen  to  think 
our  survey,  now  in  its  18th  year,  measures  this  better  than  any  of  the 
imitators  that  have  come  along.  Why?  Because  our  ratings— of  more  than 
500  funds— measure  not  just  short-run  performance,  but  rather  the  con- 
sistency of  performance,  year  after  year,  in  both  up  and  down  markets.  If  you 
are,  or  might  become,  a  mutual  fund  investor,  don't  miss  our  Aug.  15  issue.  ■ 
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February  7, 1973:  The  air  bag-in  its  fir; 
non^test  situation-works  perfectly  and 
prevents  injury  in  a  Los  Angeles 
freeway  crash. 


How  the  air  bag  works 


Automatically  inflates      .  .  .  and  deflates,  all 
.  .  .  cushions  .  .  .  less  than  half 


Photos  from  Phoenix  air  bag  tests  by 
Dynamic  Science  Laboratories,  1972. 


air  bag  is  designed  to  innate  automatically, 
»nly  in  a  frontal  crash  serious  enough  to 
i  injury.  A  special  sensing  device,  using 
-age  technology,  keeps  air  bag  from  inflating 

:ntally.  Little  bumps,  rough  roads,  panic 

don't  innate  the  air  bag. 

te  is  convinced  that  a  passive  restraint 

n  like  the  air  bag  can  save  lives,  help  prevent 

uring  injuries,  and  can  help  hold  down  the 

:>f  your  auto  insurance. 

i  film  and  brochure  about  air  bags  for  your 

or  organization,  write: 

Safety  Director 

Allstate  Insurance  Company 

Northbrook,  Illinois  60062 


"I  noticed  a  smudge 
on  my  glasses,  but 
my  glasses     fa 
didn't  even 
comeon?' 

Howard  K.  Shapar, 
of  Chevy  Chase,  Maryland, 
was  a  front-seat  passenger 
in  a  U.S.  Government 
air  bag-equipped  car  — 
one  of  hundreds  being 
used  in  on-road  testing 
of  air  bags. 

Mr.  Shapar  was  interviewed 
by  Ed  Reimers  for  Allstate. 
Following  is  a  condensation  of  that  interview. 

Q.  Any  injuries,  Howard1? 

A.   No,  I  seem  to  be  all  right,  Ed. 

Q.  Did  you  see  the  accident  coming  and  get  a  chance 

to  brace  yourself? 
A.   Well,  I  wasn't  the  driver,  and  I  wasn't  looking  at 

the  road  .  .  .  and  I  really  wasn't  braced  for  the 

accident  at  all. 

Q.   Were  you  aware  of  the  fact  that  the  car  you  were  riding 
in  was  equipped  with  an  air  bag  passive  restraint  system? 

A.   No,  I  wasn't. 

Q.  Did  you  hear  the  air  bag  go  off? 

A.   No,  I  didn't. 

Q.   What  did  you  hear  during  the  crash? 

A.   Just  the  sounds  that  one  would  ordinarily  associate 
with  a  severe  crash  between  two  automobiles. 

Q.   Were  you  wearing  a  lap  belt? 
A.   I  was  wearing  a  lap  belt,  yes. 

Q.   Was  there  any  smothering  effect  when  the  air 

bag  deployed? 
A.   No,  there  was  no  smothering  effect.  Fact,  I  couldn't 

detect  any  effects  directly  associated  with  the  air  bag. 

Q.  Do  you  have  any  idea  of  what  would  have  happened 

to  you  if  you  hadn't  had  the  air  bag? 
A.   I  think  I  would  have  gone  into  the  windshield — 

Q.   Was  there  any  after  effect  you  noticed  from  the  air 

bag  deployment? 
A.   The  only  after  effect  I  noticed  was  a  smudge  on  the 

outside  of  my  glasses,  but  my  glasses  didn't  even 

come  off. 


/instate 


Trends  &Tangents 


Business 


Fable  for  Our  Times  (cont.) 

The  so-called  "employee-owned" 
Chicago  &  North  Western  Railway  has 
taken  another  step  to  enrich  its  own- 
ers, numbering  only  1,000  of  the 
road's  15,900  employees,  with  CNW 
executives  and  union  leaders  most 
prominent  (Forbes,  Mar.  1).  The 
CNW  board  has  voted  to  split  the 
72,825  outstanding  shares  60-for-l, 
creating  4,369,500  total.  The  original 
price  of  the  stock  was  $50,  with  rank- 
and-file  employees  definitely  not  en- 
couraged  to  buy  it.  The  split,  if  the 
Intei  state  Commerce  Commission  ap- 
proves it,  will  make  instant  million- 
aires out  of  many  of  the  original  buy- 
ers after  only  one  year.  It  will 
create  a  liquid  market  in  the  stock 
at  an  estimated  $20  to  $25  a  share, 
since  the  CNW,  fat  on  grain  ship- 
ments like  all  midwestern  roads  this 
year,  will  shortly  report  12-month 
earnings  of  some  $3.80  per  split  share. 
Among  the  big  winners  will  be  CNW 
President  Larry  Provo  and  CNW  union 
leader  C.L.  Dennis.  Both  bought 
2,000  original  shares  for  $100,000, 
which,  if  the  ICC  approves  the  split, 
should  be  worth  some  $3  million. 
Ironic  note:  Later  this  year  the  CNW 
plans  a  new  common  stock  offer,  in 
order,  says  President  Provo,  "to  en- 
courage broader  participation  in  stock 
ownership  by  employees." 

Saving  Ways 

Deposits  in  the  world's  savings 
banks  rose  sharply  in  1972.  The  big- 
gest nongovernment  savings  bank, 
Italy's  Provincie  Lombarde  ($4.2  bil- 
lion), reported  a  24%  increase,  and 
the  second  largest,  New  York's  Bow- 
ery Savings  ($3.4  billion),  a  13%  gain. 
Some  of  the  increases  stem  from 
changes  in  exchange  rates.  But  the 
International  Savings  Bank  Institute 
confesses  that  it  "is  at  a  loss  to  ex- 
plain the  continuing  faith  of  the  pub- 
lic in  traditional  forms  of  saving,  de- 
spite continued  inflationary  tendencies 
throughout  the  world." 


Washington 


Go,  Team! 

The  2,800  U.S.  soft  drink  bottlers 
last  month  showed  the  world  what  a 
well-organized  lobby  can  do.  The 
Federal  Trade  Commission  bad 
charged  eight  bi^  soft  drink  makers 
with  antitrust  violations  for  their  sys- 
tem of  exclusive  bottler  territories. 
The   bottlers   responded   with   a   mas- 


sive campaign  for  legislation  exempt- 
ing them  from  antitrust.  Result?  Over 
100  bills  to  legalize  exclusive  bottler 
territories.  According  to  Senator  Phil- 
ip Hart  (Dem.,  Mich.),  staunch  op- 
ponent of  antitrust  exemptions  and 
chairman  of  the  subcommittee  han- 
dling the  bills,  outright  defeat  of  the 
bills  was  impossible.  He  could  only 
soften  the  bill  reported  to  the  Senate 
floor  with  an  amendment  allowing 
the  FTC  to  take  action  against  an  in- 
dividual bottler,  but  not  the  indus- 
try. Now  the  bottlers  are  aiming  at 
the  House,  where  support  for  their 
position  is  even  stronger. 


Foreign 


Your  Friendly  Chinese  Banker 

Hong  Kongers  are  being  exposed  to 
a  TV  campaign  by  the  Bank  of  China 
aimed  at  boosting  deposits  at  the  12 
Communist  China  banks  in  Hong 
Kong.  The  pitch  is  confidential  bank- 
ing a  la  Swiss  (and  who  keeps  secrets 
better  than  the  Chinese?).  The  carrot 
is:  Even  when  other  banks  were 
closed  during  the  currency  crises,  the 
Chinese  banks  were  dishing  out  Hong 
Kong  dollars  for  renminbi  (the  Chi- 
nese currency).  So  far  the  12  banks 
have  $125  million  on  deposit,  and  fur- 
ther deposits  of  Hong  Kong  "bucks" 
are  reported  to  be  rising  fast.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $12.00 
□  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  Ybrk,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


l_ 


F-4826 
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Our  installation  and 

maintenance  trucks  are 

depots  on  wheels. 
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Thetimeto 

think  about  maintenance 

is  before  you  buy. 


We  keep  some  85,000  installation 
and  maintenance  trucks  on  the 
road,  operating  out  of  1,800 
service  centers  that  cover  the 
country.  So  whenever  you  need 
repair  service,  there's 
someone  close  at  hand. 
Even  if  it's  a  com- 
plex PBX,  our  repair  people 
know  what  to  bring.  And 
while  our  trucks  are  liter- 
ally depots  on  wheels,  we 


don't  take  anything  for  granted. 
Just  in  case,  we  have  well-stocked 
service  centers  behind  every  truck. 

But  most  important,  our 
people  know  what  they're  doing.  Tb 
make  sure,  each  receives  an 
extensive  training  course  before 
setting  foot  in  your  office. 

There  are  many  more 
reasons  to  choose  a  Bell  System 
PBX  than  the  maintenance  that 
backs  it  up,  but  none  that  lets  you 
sleep  better. 

If  our  maintenance 
organization  says  anything 
about  AT&T  and  your  local 
Bell  Company,  it  says  we 
care  about  our  customers. 


We  hear  you. 


In  the  bottom-line 
world  of  business, 
therefc  a  need 
for  a  big  bank  that 

does  more  than  look 
at  the  bottom  line. 


Sometimes  a  business  needs  a 
bank  that  can  do  something  —  without 
expecting  something  in  return. 

Take  the  case  of  one  of  our  cus- 
tomers—a major  oil  company  that 
wanted  help  in  designing  a  benefits 
plan  for  its  employees  on  a  Caribbean 
island.  Local  laws  prohibited  a  U.  S. 
bank    from    getting    involved    in    the 


MemberFDIC 


plan's     administration    or    investment 
management. 

But  that  didn't  stop  our  bank- 
er our  bankers.  Our  benefits  specialists 
went  to  work  and  made  specific  rec- 
ommendations on  all  the  nitty-gritty 
of  the  plan,  from  funding  to  invest- 
ments. From  last  reports  — our  plan 
was    operating    "very   successfully"  — 


without  us. 

This  kind  of  "do-more-than-ex- 
pected"  attitude  may  seem  unusual  in 
a  $17-billion  bank  like  Manufacturers 
Hanover.  But  then  again,  our  bankers 
are  unusual.  They  respond  — with  a 
competence  and  a  willingness  to  work 
for  customers  that  doesn't  always 
draw  the  line  at  the  bottom  line. 


( 


MANUFACTURERS  HANOVER 

V\fe  roll  up  our  sleeves  and  get  the  job  done. 


No. 4  in  a  series  on  controlling  transportation  costs. 

Cutting  your  production  costs 

is  your  business.  Cutting  your 

distribution  costs  is  our  business. 


You  probably  used  a  lot  of  resource- 
fulness and  good  old  American  horse  sense 
in  getting  your  production  costs  down 
to  rock  bottom. 

But  when  it  came  to  your  distribution 
costs,  maybe  you  didn't  do  quite  as  good 
a  job.  Because,  after  all,  distribution  isn't 
your  business. 

But  it  is  ours.  At  Ryder  we  have  40  years 
of  practice  at  moving  things  from  here  to 
there.  All  kinds  of  things,  from  chickens 
to  cars  to  colognes.  And  we've  learned 
a  few  things  that  can  save  most  companies 
money. 

So  here's  our  proposi- 
tion. If  your  situation 
warrants,  we'll  send  in 
a  crack  team  of  distri- 
bution/transportation 
engineers  to  study  your 


operation  from  beginning  to  end. 
From  incoming  raw  materials,  through 
production  and  inventory  and  warehousing, 
right  up  to  final  delivery.  Then  we'll 
recommend  the  most  efficient  total  distribu- 
tion system  for  your  needs.  It  may  involve 
ideas  that  affect  your  production  practices. 
Or  your  packaging  methods.  It  may  involve 
trucks,  planes,  trains,  boats  or  anything 
else  we  think  will  do  the  job. 

But  it  will  give  you  an  efficient  distribu- 
tion system  that  will  result  in  greater  cost 
control.  And  more  dependable  deliveries. 

If  that's  what  you 
want,  just  use  this 
coupon  or  call  toll-free: 
(800)327-1575. 


Dear  Ryder:  I  want  my  distribution/ 
transportation  system  to  be  as  efficient 
as  the  rest  of  my  operation.  Tell  me  more. 

Name . 

Title 


Address 
City 


State  Zip  

Mail  to:  S.M.  Sax.  Ryder  Truck  Rental. 
3600  N.W.  82nd  Ave.,  Miami.  Fla. 33166. 


F4 


Rvder  leases  GMC.Chevv  and  other  fine  trucks. 


The  best  typewriter  for  your  home 
is  the  one  we  built  for  our  office . 

We're  typewriter  people.  And  like  all  other  type- 
writer people,  we've  always  made  big,  fancy-featured 
ones  for  offices  and  small,  portable  ones  for  homes. 

Then  we  realized  that  in  our  own  offices,  the 
secretaries  hardly  ever  used  the  fancy  frills  we  put  on 
their  machines.  And  what  they  really  needed  was  a 
typewriter  that  could  do  all  the  basic  things  well.  Effort- 
lessly. And  was  not  too  greedy  on  desk  space. 

So  we  built  them  just  such  a  machine  and  then  put 
it  on  the  market  for  other  offices. 

And  that's  when  we  discovered  we'd  made  the 
perfect  family  typewriter.  For,  to  our  amazement,  our 
new  office  machines  were  being  snapped  up  for  the  home. 

Why?  Partly  because  it  takes  a  sturdy  office 
machine  to  stand  up  to  family  life  and  the  pounding  of 
many  different  sets  of  fingers  — some  inexpert,  some 
impatient,  some  over-emphatic.  And  partly  because 
home-typists  too  can  make  use  of  all  the  office  features 
(like  tabulating,  individual  touch  control,  full  48-key 
keyboard,  exclusive  Flying  Red  Margins®.) 

Best  of  all,  the  clever  Swiss  engineering  that 
makes  our  typewriter  just  half  the  size  of  the  usual 
office  clunkers,  also  makes  it  about  half  the  price.  $345. 

And  of  course  our  original  home  machine  is  still 
available— the  popular,  portable  Hermes  3000  at  $145. 


For  a  free  24  page  color  catalog  write:  Hermes  Products,  Inc.,  1900  Lower  Road,  Linden,  N.J,  07036. 
Other  products:  Hermes  figuring  machines. 


Readers  Say 


Is  It  Needed? 

Sir:  It  is  upsetting  for  you  to  show 
such  ignorance  of  the  land  title  in- 
surance industry  as  you  did  in  the 
article  on  TI  Corp.  (May  J).  You 
say  that  land  title  insurance  "isn't 
cheap"  and  probably  "isn't  needed." 
You  also  compare  land  title  insurance 
with  auto  industry  insurance.  Land 
title  insurance  is  cheap.  You  pay  only 
one  premium  for  the  entire  life  you 
or  your  heirs  own  the  real  estate. 
The  reason  the  loss  ratio  for  land 
title  insurance  is  low  is  that  the  in- 
surance is  for  prospective  errors  of 
the  past,  not  for  the  future  as  in  the 
auto  insurance  business.  Wages  and 
salaries  of  legally  trained  people  are 
the  major  expenses  of  land  title  in- 
surance companies,  not  in  the  loss  ra- 
tio expense. 

—Montgomery  Shepard 
President, 

Berrien  County  Abstract  &  Title  Co. 
St.  Joseph,  Mich. 

Poor  Taste 

Sir:  Having  wondered  at  the  sort 
of  mind  which  is  capable  of  extrud- 
ing Econo-Car's  "thurd"  advertising, 
I  applaud  your  denigration  of  the 
campaign's  poor  taste  (Fact  6-  Com- 
ment, May  15).  As  an  advertising 
person  who  continues  to  feel  that 
good  taste  has  a  place  in  print  media, 
I  shall  not  step  up  to  rent  a  car 
from  an  organization  which  sponsors 
such  sludge.  After  all,  one  might 
be  inclined  to  think  their  cars  are 
crappy,  too. 

— H.  Clyde  Baker 
Doylestown,  Pa. 

An  Early  Warning 

Sib:  I  believe  it  would  be  of  in- 
terest to  your  readership  if  you  re- 
published your  excellent  article  on 
Vesco  of  International  Controls,  which 
appeared  in  Fohhks  in  1969.  If 
Messrs.  Mitchell,  Stans,  Sears,  etc.  had 
read  your  article  on  Mr.  Vesco.  they 
would  never  have  become  involved 
with  him. 

—Thornton  L.  O'glove 

Coenen  &  Co. 
New  York,  N.Y. 

See  i>afi('  29-MSF. 


Even  Better 

Sm:  Your  article  on  United  Brands 
(The  Numbers  Game,  Apr.  15)  sug- 
gests that  United  Brands  will  recog- 
nize taxable  income  hum  Eli  Blades 

transaction     unless     it     lias     an     equal 

amount  of  tax  loss  carry-forwards.  \ot 
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HOW  OBJECTIVE 
CAN  AN  INSURANCE 

AGENT  BE 

IF  HE  ONLY  WORKS 

FOR  ONE  COMPANY? 


There  are  two  kinds  of  insurance  agents. 

Those  who  work  for  only  one  company  and 
those  who  represent  many  companies.  The 
agents  who  work  for  only  one  company  simply 
can't  be  as  objective  because  they  can  only 
recommend  their  company's  insurance. 

Industrial  Indemnity  is  a  major  Crum  & 
Forster  insurance  company.  And  like  all  of 
Crum  &  Forster's  6,300  producers,  the  2,200 
agents  and  brokers  who  represent  Industrial 
Indemnity  are  independent.  They  handle  our 
workmen's  compensation,  property  and  casualty 
insurance,  and  other  companies'  insurance  as 
well.  So  when  they  make  a  recommendation, 
they  can  be  objective  about  it.  They  have 
no  obligation  to  suggest  our  insurance.  Or  any- 
body else's. 

This  independence  obviously  frees  the  agent 
to  give  you  the  kind  of  objective  advice  you 
already  expect  from  an  accountant  or  a  lawyer. 

If  one  of  our  agents  examines  your  situation 
and  then  recommends  one  of  our  competitors' 
policies;  he's  simply  doing  the  job  you  and  we 
want  him  to  do.  You  get  the  right  coverage  at 
the  right  price.  And  when  you're  satisfied,  he 
knows  you'll  continue  to  do  business  with  him. 
And  we're  motivated  constantly  to  improve 
our  coverage  and  service. 

So  far,  the  Crum  &  Forster  companies  have 
done  extremely  well  amid  this  unusually  intense 
competition.  COT  provides  personal  and  busi' 
ness  insurance  that  ranges  from  homeowners, 
auto,  boat  and  marine,  to  workmen's  compensa' 
tion  policies.  And  in  a  field  of  over  2,700  prop- 


erty and  casualty  groups,  Crum  &  Forster  is 
number  16.  C&F's  total  premium  volume  is 
$666.8  million,  its  net  worth  is  $432.4  million, 
and  assets  are  over  $1 .4  billion. 

For  over  75  years,  the  Crum  &  Forster  Insurance 
Companies  have  been  writing  insurance  only 
through  independent  agents.  And  while  every- 
thing in  this  experience  has  proven  the  value  to 
you  of  using  them,  it's  just  as  important  for  you 
to  get  the  right  one. 

There  are  over  300,000  independent  insurance 
agents  in  the  country.  And,  as  we  said,  only 
2,200  of  them  have  been  appointed  to  handle 
Industrial  Indemnity.  All  of  our  agents  and 
brokers  are  insurance  professionals  who  have 
established  their  personal  and  professional 
reputations  in  their  communities. 

Call  800-447-4700  toll-free  anytime  and  we'll 
be  glad  to  tell  you  the  names  of  the  Industrial 
Indemnity  agents  who  live  near  you.  Each  of 
them  would  be  happy  to  sit  down  with  you  and 
appraise  your  insurance  situation  and  to  then 
give  you  his  expert,  objective  opinion— without 
any  obligation  to  you.  Or  to  us. 

We're  glad  to  recommend  him.  Even  though 
he  may  not  always  recommend  us. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM  V  FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 


Learn  what  sells  in  Japan 
from  an  American  -who  knows 

He's  native-bom  T  Arthur  Miyakawa,  a  man  with  ten  years 
experience  in  Japan  who  now  works  for  the  U.S.  Department  of 
Commerce.  He'll  not  only  tell  you  what  U.S.  products  will  most 
likely  sell  in  this  booming  market,  he'll  see  that  you  get  the  help 
you  need  to  take  advantage  of  your  marketing  opportunities.  For 
e\  erything  from  consumer  goods  like  housewares  and  leisure  time 
equipment  to  capital  goods  like  pollution 
control  and  construction  equipment. 
What's  more,  with  a  devalued  dollar 
and  a  floating  yen.  you'll  probably 
never  be  in  a  more  competitive 
position.  Make  your  move  now 
and  get  the  benefit  of  Art's  help 
and  counsel.  Write  Mr.  T. 
Arthur  Miyakawa,  Bureau 
of  International  Commerce 
U.S.  Department  of  Com- 
merce. Wash.,  D.C.  20230. 
U.S.  Department 
of  Commerce 
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Pleasure  without  end. 


Whether  the  sun  shines  tomorrow, 
or  it  rains... 

Whether  alone,  or  in 
the  company  of  friends . . . 

We  offer  one  very  satisfying  pleasure 
you  can  count  on. 
1  &  B  rare  scotch. 
To  celebrate  or  warm 
the  uncertainties  of  life. 
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RARE 
SCOTCH 

The  Pleasure  Principle 


Readers  Say 


at  all.  Under  Section  108  of  the  Inter- 
nal Revenue  Code,  United  Brands  can, 
instead  of  reporting  income,  simply 
reduce  the  basis  of  its  assets  by  the 
amount  of  the  discount  on  its  de- 
bentures. Result:  It  will  have  taxable 
income  only  when  and  if  United 
Brands  sells  assets  for  more  than  their 
reduced  basis.  Here's  another  kicker— 
any  such  profit  would  be  taxed  as 
capital  gains. 

—Robert  L.  Birnbatm 
Washington,  D.C. 

Why  Not? 

Sir:  Re  your  suggestion  of  cutting 
Penn  Central  trackage  in  half  (Fact 
6-  Comment,  May  1 ) .  Want  to  make 
it  a  monorail? 

— Wm.  B.  Worthington 
Tucson,  Ariz. 

Averaging-Average? 

Sir:  Re  your  article  on  Battery- 
march  (May  J).  It  happens  that  our 
Founders  Mutual  Fund  was  created 
in  1938  on  the  principle  of  dollar-av- 
eraging 40  blue-chip  stocks.  There  is 
no  management  fee  in  this  fund  since 
the  40  stocks  remain  the  same,  but 
the  result  has  been  an  increase  in  val- 
ue equivalent  to  a  compound  rate  of 
11.76%  per  annum  for  the  thirty-year 
period  ending  Dec.  31,  1972. 

—Eugene  D.  Brody 

CEO, 

Founders  Mutual  Depositor  Corp. 

New  York,  N.Y. 

Founders  ranked  a  C  in  up  mar- 
kets and  a  C  in  down  markets  in  the 
Forbes  Mutual  Fund  Survey— Ed. 

Who's  Who? 

Sir:  That  photo  in  The  Money 
Men  (June  1)  is  not  of  Curran  Har- 
vey of  the  New  Horizons  Fund,  but 
rather  is  Howard  Colhoun,  head  of 
Price's  New  Era  Fund. 

—James  F.  Carun  Jr. 
Baltimore,  Md. 

The  photos  T.  Rowe  Price  sent  to 
us  of  Harvey  and  Colhoun  had  their 
identifications  suit  cited— Ed. 

Daring  Suggestion 

Sir:  A  big  hand  for  Spring  Mills' 
William  Close  (May  15)  for  daring 
to  suggest  that  certain  of  our  less  com- 
petitive industries  be  exempted  from 
the  Sherman  Act  so  as  to  bettor  com- 
pete with  foreign  cartels.  Mr.  Nixon 
should  ask  regulators  to  come  up  with 
the  percentage  of  imports  beyond 
which  antitrust  would  not  apply. 

—Jos.  W.  Lucas 
Cocoa  Beach,  FTa. 
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Stylish  safety  device 

The  '73  interiors 
that  stop  flame 
in  its  tracks.     / 

Plastics  are  indispensable  to  automakers.  V 

Their  beauty  and  durability  is  remarkable.  And  ^ 

now,  as  this  photograph  simulates,  they  offer 
another  important  quality:  they're  flame-resistant 
so  they  meet  Federal  fire  protection  standards. 

The  answer,  for  many  makers  of  vinyl  and  other 
plastics,  was  found  in  a  basic  product  of  Chemetron's 
Inorganic  Chemicals  Division.  This  chemical,  antimony 
oxide,  alone  and  with  other  chemicals,  retards  flame.  The 
flame  test  of  treated  and  untreated  vinyl  shown  below 
illustrates  how  well  it  works. 

Chemetron  develops  basic  products,  processes  and 
equipment  for  over  40  major  markets.  From  the  automotive 
industry  and  its  suppliers,  to  food  processing,  shipbuilding, 
utilities,  health  care  and  more.  For  more  information  about 
Chemetron,  its  products  and  the  industries  it  serves,  write  for  our 
1972  Annual  Report.  Chemetron  Corporation,  111  East  Wacker 
Drive,  Chicago,  Illinois  60601.  Dept.  B. 
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Chemetron 
makes  the  basics 


M 


We're  basic  to  success. 


Why  did  Del 

and  the  Doo-Wahs  take 

to  the  tall  timber? 


"u 


When  its  rehearsal  season  for  a  six-man  rock 
group,  the  best  good  neighbor  policy  can 
be  getting  out  of  the  neighborhood.  Because  the 
throbbing  thrums  and  howling  hums  that 
are  beautiful  to  a  rock  group  can  be  a  sonic 
assault  to  the  people  around  them. 

And  what  better  way  for  a  group  to  get  to  the  still 
of  the  hills  than  in  a  modern  recreational  vehicle  made 
with  attractive,  all-weather  aluminum  siding.  The 
kind  of  aluminum  siding  that  breezes  down  the  highways 
and  byways  in  vehicles  of  all  sorts  and  sizes.  From 
pick-up  truck  campers  to  travel  trailers  to  full-facility 
motorized  maisonettes  sleeping  six. 

To  direct  your  attention  to  this  use  for  aluminum, 

we  have— frankly— concocted  our  friends,  Del  and  the 

Doo-Wahs.  But  the  growth  and  variety  of  the 

recreational  vehicle  business  is  no  concoction.  With 

more  than  4  million  units  currently  soothing  the 

itch  in  the  feet  of  Americas  families,  outdoorsmen  and 

other  free-wheeling  souls. 

Alcan  is  a  leading  supplier  of  aluminum  materials 
to  this  leaping  and  bounding  business.  But 

;  why  not  find  out  what  else  Alcan  is  up  to.  In 
the  United  States,  in  Canada  and  in 
more  than  100  other  countries.  For  more 
information,  write :  Alcan  Aluminum      * 
Corporation.  Address:  100  Erieview  ^T  Ih 

"  Plaza,  Cleveland,  Ohio  44114.  i^H  "Will, 

'ALCAN   *k 

Alcan.  The  aluminum  company. 


Mechanized  Rock  Drills 


Steam  Condensers  for  Utilities         Reciprocating  Process  Compressors 


•  »-*v.-. 
Vibratory  Compactors 


Your  profits  are  generated  from  the 
use  of  equipment,  not  the  ownership. 


Find  a  way  to  channel  working  capital  for  maximum 
flexibility  and  profit.  That's  sound  money  manage- 
ment! Here's  how  Ingersoll-Rand  and  Ingersoll- 
Rand  Financial  Corporation  can  help  you  close  the 
productivity  gap  with  new  machinery  and  equip- 
ment, and  at  the  same  time,  retain  an  equitable 
cash  flow: 

We'll  Lease!  Our  leasing  plans  enable  you  to  put 
needed  equipment  to  work  immediately  without  bat- 
tling through  a  capital  expenditure  requisition. 

We'll  Rent!  You  can  start  now  to  build  new  produc- 


tivity and  profits  with  brand-new  l-R  equipment, 
through  a  tailored  rental  program. 

We'll  Finance!  You  can  put  any  of  our  products  to 
work  fast,  and  conserve  working  capital  by  choos- 
ing one  of  our  multiple  financing  plans. 

Start  today  to  boost  production  and  lower  labor 
costs.  Write  for  your  copy  of  our  12-page  brochure, 
form  No.  800,  detailing  our  leasing,  rental  and  finan- 
cing plans.  Ingersoll-Rand,  Dept.  FF-18A,  Woodcliff 
Lake,  New  Jersey  07675. 


□  BUY 

□  RENT 

□  LEASE 

□  FINANCE 
through  IRFC 


1971-2071 


[j[3  Ingersoll-Rand 

■■I  Wtv 


CENTURYn 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


PAGING 

Her  Wonderland  was  never  like  this. 

•  The  stock  market  plunges  because  business  is  soaring. 

•  Many  Americans  are  worrying  that  Watergate  threatens 
the  very  foundations  of  our  democracy,  when  in  fact  it 
is  overwhelming  evidence  of  our  system's  effectiveness. 

•  Russia  and  China  are  praying  (or  whatever  Com- 
munists do  instead)  that  Old  Nemesis  Nixon  won't  be  up- 
ended by  "the  Right  Wing,"  who,  their  press  claims,  in- 
stigated the  Watergate  affair  to  head  off  the  Reds  at  the 
Trade  Pass. 

•  With  the  money  supply  tightening;  interest  rates  climb- 
ing; business  expansion-spending  leapingrwith  no  one  able 


ALICE 

to  float  new  or  additional  stock— companies  are  falling  all 
over  themselves  in  a  mad  scramble  to  get  rid  of  their 
cash  in  the  greatest  stock  redemption  craze  since  the 
invention  of  money. 

•  At  the  same  time,  econuts  are  giving  the  Redeemers 
hell  for  not  waiting  until  their  stock  hits  bottom  before 
buying  it  in— which,  if  they  were  so  dumblucky  to  do, 
they'd  be  called  up  before  Congress  and  the  SEC  for 
euchring  their  ex-stockholders  on  the  basis  of  inside  in- 
formation and  /or  a  hot  line  to  Heaven. 

Alice,  kid,  in  comparison  to  ours,  your  Wonderland 
weren't  nuttin'  to  write  a  book  about. 


REINCARNATION 

I  wonder  what  form  Wall  Street  will  come  back  in? 

SPEAKING  OF  DEATH  .  .  . 

On    the    premise    that    hot    air    rises,    one    sure    way    to 
rise  from  the  occasion  is  cremation. 
The  other  way  is  a  sure  downer. 

SPEAKING  OF  DOWNERS  .  .  . 

The  stock   market   is   down   so   far   there's   no   way   for 
it  to  go  — 
but  further. 

AIRLINE  STOCKS  NOW 

Some  Forbes  subscribers  have  written  asking  me  why,  Don't  you  think  there's  plenty  to  be  quiet  about? 

after  enthusing  about  airline  stocks  when  they  were  sell-  Rut.  .  .  . 

ing  much  higher  than  today  (see  "Hang  in  There,"  F&C,  One  of  these  days   (may  you  all  live  so  long),  I'll  be 

Mar.  15),  I'm  quiet  on  the  subject  these  days.  able  to  say  I  Told  You  So. 
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r 
WHATEVER  GAVE  THEM  THAT  IDEA? 

The  American  Institute  of  Certified  Public  Ac- 
countants has  announced  that  it  is  putting  together  "a 
special  committee  to  examine  whether  the  massive  irregu- 


larities in  Equity  Funding's  financial  statements  evidence 
a  need  for  changes  in  the  auditing  methods  now  in 
general  use." 


SPEAKING  OF  EQUITY 


Many  have  branded  that  colossal  fraud  as  the  first 
Great  Computer  Robbery.  At  luncheon  here  the  other 
day  the  CEO  of  one  of  the  nation's  largest  insurers  re- 
marked that  he  would  like  to.  hire  those  master-minding 
the    computer   aspect   of   the    cover-up.    "Our    computer 


programming  is  so  sophisticated  that  no  one  seems  to 
be  able  to  run  it  right.  I  figure  anyone  who  could  pro- 
gram such  a  complicated  cover-up  to  produce  wrong  in- 
formation by  intent  would  probably  find  it  duck  soup 
to  do  one  right." 


DID  HENRY  AND  LEE  REALLY  AGREE? 

Ford  Motor's  million-dollar  give-in  to  Argentine  terrorist 
demands  is  terrifying.  The  precedent  it  set  is  unfollowable, 
the  logic  unfathomable,  and  the  end  endless. 

Remember  the  days  of  "millions  for  defense  but  not  one 
cent  for  tribute"? 


MUSICAL  NOTE 

Costa  Rica's  President,  whose  bank  account  grew  huge 
when  fugitive  Vesco  feathered  his  hideaway  with  siphoned 
funds  from  I.O.S.,  claimed  a  big  hunk  of  the  loot  in  his 


bank  account  was  donated  for  a  Costa  Rican  symphony 
orchestra. 

It  sounds  like  base  fiddling  to  me. 


HOW  DO  YOU  SUPPOSE 

Senator  McGovern  must  now  feel  when  it  turns  out  his 
"miracle"  nomination  seems  to  have  been  a  CREEPy 
accomplishment? 


-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Rhode  Island  Senator  Claiborne 
Pell  (Dem.)  has  proposed  that 
Congress  limit  the  number  of  so- 
called  political  appointees  to  U.S. 
ambassadorships  to  15%  of  the  to- 
tal. And  Arkansas  Senator  J.  Wil- 
liam Fulbright  (Dem.)  would  ban 
from  consideration  anyone  who 
gave  more  than  $15,000  to  a  Pres- 
idential campaign. 

Both  men's  proposals  are  wrong. 

A  onetime  career  diplomat  him- 
self, Pell  feels  that  diplomacy 
should  be  left  to  professionals,  not 
amateurs  who  allegedly  lack  the 
pros'  expertise.  Fulbright's  plan  is 
a  reaction  to  the  feeling  that  Presi- 
dents too  often  reward  generous 
contributions,  partisan  services 
with  ambassadorships.  Ambassa- 
dorships shouldn't  be  bought,  he 
feels,  for  money  is  no  guarantee  of 
ability  in  the  field  of  diplomacy. 

Nor,  alas,  is  "professionalism." 

The  sad  fact  is  that  spending  a 


POOR  PROPOSALS 

goodly  number  of  years  in  the 
grooves  of  the  State  Department's 
Foreign  Service  often  inhibits  the 
development  of  the  "expertise" 
needed  to  be  a  top  man  in  a  top 
job.  For  a  bureaucrat  is  beholden 
to  a  myriad  of  written  and  unwrit- 
ten rules  and  regulations  on  be- 
havior, attitudes,  etc.,  if  he  is  to 
advance.  Make  waves  or  upset  a 
superior  or  two  and  a  career  man 
will  find  his  career  at  a  dead  end. 
Often  the  dullest,  least  imagina- 
tive, least  helpful  U.S.  representa- 
tives abroad  come  from  the  ranks 
of  the  Foreign  Service. 

Sure,  there  have  been  distin- 
guished career  men  in  the  top  ranks 
of  diplomacy.  But  there  have  been 
many  outstanding  outsiders  as 
well:  Dwight  Morrow  in  Mexico, 
John  Sherman  Cooper  and  John 
Kenneth  Galbraith  in  India,  Ed- 
win Reischauer  in  Japan,  Walter 
Annenberg  in  Great  Britain.   And 


Nixon's  alltime  ambassador  Henry 
Kissinger  is  no  career  man  either. 

Sure,  a  President  might  ac- 
knowledge partisan  activities  with 
such  a  plum.  But  does  this  neces- 
sarily make  the  appointee  less  able, 
less  competent  than  a  career  man? 
Walter  Annenberg,  who  contrib- 
uted to  both  Nixon  campaigns,  has 
served  well  in  London  and,  more- 
over, personally  paid  for  the  much- 
needed  restoration,  refurbishing  of 
our  London  embassy. 

In  short,  a  person  shouldn't  be 
prohibited  from  an  ambassador- 
ship because  he  doesn't  happen  to 
hail  from  the  State  Department. 

What  Senators  Pell  and  Ful- 
bright should  concern  themselves 
with  is  not  so  much  a  person's  pro- 
fession, political  party  or  wealth, 
but  whether  the  proposed  appoin- 
tee has  the  judgment,  ability,  imag- 
ination to  carry  out  the  job. 

—M.S.  Forbes  Jr. 
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Other  Comments 


Other    Comments    this    issue    are 
again  our  own.   You  know  how  we 


hate  to  remind  Forbes'  readers  of 
our  occasional  perspicacity.  But  .  .  . 
how's  this   one   on   Mr.   Vesco   from 


Forbes,  Mar.  1,  1969  (that's  four 
years  ago  for  those  who  have  trouble 
with  subtraction)  .  .  . 


Forbes,  March  1,  1969 


Company  on  the  Make 

There's  an  object  lesson  in  Bob  Vesco's  miniconglomerate, 
International  Controls.  But  for  whom?  That's  the  big  question. 


Robert  L.  Vesco,  33,  president  of 
Fairfield,  N.J.'s  International  Con- 
trols, is,  to  say  the  very  least,  a  high- 
powered  salesman.  He's  even  better 
than  that.  He  has  been  selling  himself 
to.  bankers  as  sophisticated  as  the 
Bank  of  America,  and  employing  the 
proceeds  so  effectively  that  late  in 
January  he  won  court  approval  of 
IC's  long-delayed  bid  for  control  of 
Pasadena's  Electronic  Specialty. 

A  one-time  finder,  Vesco  picked 
up  control  of  International  Con- 
trols in  1965  when  it  was  grossing 
§300,000  a  year  and  netting  nothing. 
After  two  years  IC  boasted  1967  sales 
of  $6.8  million  and  nearly  $700,000 
in  profits  but  less  than  $500,000  in 
cash.  Still,  Vesco  had  a  base  large 
enough  to  move  into  the  big  time. 
He  floated  $15  million  worth  of  se- 
curities in  the  U.S.  Then  last  July,  on 
the  strength  of  a  proposed  acquisi- 
tion program,  he  borrowed  some  $25 
million  from  European  investors,  and 
with  this  kitty  set  out  looking  for 
acquisitions  to .  cover  the  soaring  in- 
terest costs  of  his  debt. 

Vesco  swept  S.  Mort  Zimmerman, 
chairman  of  Dallas'  Intercontinental 
Industries,  right  off  his  feet.  "I  made 
my  money  with  Jimmy  Ling,"  says 
Zimmerman,  "but  I  never  saw  the 
likes  of  this  guy."  Intercontinental, 
which  owned  a  plant  that  makes  bomb 
bodies  and  missile  motor  cases,  netted 
$1.5  million  last  year  on  about  $30 
million  in  revenues.  Zimmerman 
claims  that  Vesco  explained  that  IC 
was  about  to  acquire  a  savings  & 
loan  company  with  assets  of  $89 
million  and  then  offered  Zimmerman 
$11  million  in  stock  for  his  bomb 
plant — to  be  delivered  "promptly" 
after  an  auditor's  statement.  Zimmer- 
man agreed  to  sell  out. 

With  Intercontinental^  plant  in  the 
bag,  Vesco  visited  Rockefeller  Broth- 
ers to  discuss  their  interest  in  Elec- 
tronic Specialty,  a  West  Coast  manu- 
facturer of  large  metal  aircraft  parts 
and  electromechanical  components, 
and  then  over  a  weekend  tried  to 
talk  ELS  Chairman  William  H.  Bur- 
gess into  a  fast  merger.  "We  pro- 
posed that  they  acquire  us  on  paper, 
so  he  would  appear  top  man,"  Vesco 
says.  "But  Burgess  knew  he  would  lose 
control,  and  I  failed  to  account  for  his 
reaction  when  this  young  company 
came  in  and  said,  'Bill,  you  failed  to 
perform,  now  get  out  of  the  way.' " 

Vesco  promptly  launched  a  tender 
cffer,  and  when  IC  wound  up  with 


Who  Needs  A  Degree?  Not 

Detroit  autoworker's  son  Bob 
Vesco,  who  says,  "I  never  went 
to  college  because  I  never 
had  the  money."  After  ob- 
serving the  acquisition  game 
from  a  minor  position  at  Olin 
Mathieson,  he  quit  at  only 
24  to  try  conglomerating  in 
I960  with  only  $800.  He  sur- 
vived by  bringing  buyers  of 
aluminum  together  with  sell- 
ers. Ingeniously,  he  got  a 
portion  of  the  profits  of  an 
aluminum  plant  in  return  for 
filling  up  some  of  its  ex- 
cess capacity.  Then  he  got  a 
share  of  some  of  the  plant's 
customers'  profits  by  giving 
them  "credit  when  it  was 
questionable.  All  the  time  I 
was  eating  beans,  but  that 
started  the  ball  rolling.  After 
that  I  entered  a  deal  that 
went  sour,  and  I  had  to  buy 
out  my  two  partners.  I  had  to 
sell  off  everything  I  owned  to 
raise  cash  for  it."  That  after 
12  acquisitions,  became  Inter- 
national Controls.  Next  move: 
merging  with  ELS  or  acquiring 
the  other  45%  of  its  stock  and 
selling  part  of  Golden  West. 


55%  of  the  stock,  Burgess  took  IC 
into  court  and  tried  to  force  it  to 
divest  itself  of  its  ELS  stock.  The 
attempt  failed,  but  Burgess  did  pre- 
vent IC  from  voting  its  stock  from 
September  until  Jan.  28  (see  p.  60). 

"The  suit  hurt  us  substantially," 
says  Vesco.  "The  funds  sold  out  our 
stock,  and  the  price  dropped  50%." 
Even  worse,  Vesco  decided  to  ac- 
cept $50  million  (55%)  of  ELS' 
stock  rather  than  the  $19.5  million 
he'd  originally  planned  on,  because 
he  fea:ed  other  law  suits  from  stock- 
holders whose  tendered  shares  would 
have  had  to  be  rejected.  To  swing 
that,  he  had  to  borrow  another 
$18  million — this  time  from  the  Bank 
of  America.  Meanwhile,  ELS  moved 
into  the  red,  its  common  fell  from  39 
(IC's  tender  price)  to  around  25, 
and  "Vesco  had  a  $14-million  paper 
loss  on  his  ELS  investment.  By  this 
time,  rising  legal  and  interest  charges 
had  toppled  IC  into  the  red  as  well; 
and  to  replenish  his  exhausted  cash 
reserves,  Vesco  applied  to  the  Secu- 
rities &  Exchange  Commission  for  per- 
mission to  sell  more  securities. 

According  to  the  preliminary  pros- 
pectus, IC  was  in  even  worse  shape 
than  it  looked.  In  addition  to  its  own 
losses,  and  its  55%  interest  in  deficit- 
prone  ELS,  IC  also  owned  Golden 
West  Airlines,  which  had  unconsoli- 
dated losses  of  over  $1  million.  The 
only  big  profit  producer  was  Zimmer- 
man's bomb  plant,  and  last  month 
Zimmerman  sued  to  get  that  back.  "I 
haven't  been  paid  for  it,  even  though 
Vesco  has  consolidated  it  in  his 
figures,"  Zimmerman  groaned.  He  be- 
lieved that  the  real  trouble  was  that, 
under  the  old  agreement,  seven 
months  after  he  got  the  IC  shares  he 
would  have  the  right  to  sell  approx- 
imately $5  million  worth  of  them  back 
to  International  Controls  at  their 
original  price,  $41.20  vs.  $24  current- 
ly, and  IC  didn't  have  the  cash. 

But  the  new  suit  toppled  IC  stock 
from  32  back  to  25.  So  Vesco  settled 
by  giving  Zimmerman  275,000  shares 
of  IC,  in  return  for  Zimmerman  drop- 
ping his  suit.  Zimmerman  plans  fo  sell 
these  shares  to  the  public  by  May 
1970.  He  claims  that  IC  has  agreed 
to  make  up  any  difference  between 
the  old  $41.20  per  share  price  and 
what  the  new  offering  brings.  Zim- 
merman regards  this  as  a  guarantee 
that  he  will  net  his  original  $11  million. 
"The  main  thing  is  the  future,"  Vesco 
says  with  a  faraway  look.  "Now  that 
we  are  a  $100-million-plus  company, 
we  can  look  at  a  $300-million  one.  I 
plan  to  do  a  billion  by  1971." 

Perhaps  he  will — assuming  that  his 
creditors  will  continue  to  go  along 
with  him.  ■ 
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Other  Comments 


(continued) 


And  this  one,  almost  two  years  ago,  on  C.  Arnholt  Smith-MSF. 


Faces  Behind  the  Figures 


FORBES,  AUGUST  15,   1971 


"Mr.  San  Diego" 

Besides  the  obvious  reasons  why 
conservative  San  Diego  was  picked 
as  the  site  of  next  year's  Republi- 
can National  Convention,  there  is 
the  less  obvious  but  still  important 
one  that  C.  Arnholt  Smith  lives 
there. 

Who  is  Arnie  Smith?  Smith,  72, 
is  a  longtime  friend  of  President 
Nixon,  an  active  supporter  of  con- 
servative Republican  candidates 
and  an  extremely  effective  GOP 
fund  raiser.  For  Nixon's  1968  cam- 
paign, Smith  reportedly  raised 
over  $1  million,  including  about 
$250,000  from  his  own  pocket. 

That's  not  bad  for  a  man  who 


dropped  out  of  high  school  at  age 
15  to  work  in  a  grocery  store. 
Smith  controls  an  empire  that  en- 
compasses banking,  insurance,  food 
processing,  real  estate,  hotels  and 
transportation.  He  is  chairman, 
president  and  controlling  stock- 
holder of  two  San  Diego-based 
publicly  held  companies:  the 
$678-million  assets  U.S.  National 
Bank,  and  the  $215-million  as- 
sets Westgate-California  Corp.,  a 
catchall  conglomerate  with  over 
50  affiliates.  Smith  also  controls 
numerous  private  companies. 

In  1961  he  was  named  "Mr.  San 
Diego"  and,  in  1966,  San  Diego's 
"Gentleman  of  Distinction  for 
Business  Achievement." 

Smith's  critics  describe  him  quite 
differently.  They  point  out  that  the 
Internal  Revenue  Service  is  report- 
edly investigating  the  dealings  of 
his  numerous  companies,  which  he 
seems  to  create  and  dissolve  end- 
lessly. Executives  of  local  cab  com- 
panies and  airlines  claim  Smith  is 
building  a  near  monopoly  in  state 
transportation. 

Indeed,  Smith's  Westgate-Cali- 
fornia has  a  subsidiary,  Yellow  Cab 
Co.,  that  has  a  virtual  stranglehold 
on  taxi  service  in  Los  Angeles,  San 
Francisco,  Oakland  and  other  Cal- 
ifornia cities.  It  has  the  exclusive 
right  to  pick  up  passengers  at 
three  of  the  state's  largest  airports. 
Local  cabbies  complain,  but  Yel- 
low Cab's  operations  are  always 
ruled  to  be  "in  the  public  interest." 

Lately  Smith  has  taken  a  shine 
to  air  carriers  as  well.  So  much  so 
that  his  competitors— notably  West- 
ern Airlines  and  Pacific  Southwest 
Airlines— contend  that  while  Smith 
owns  outright  one  intrastate  car- 
rier (Air  California)  he  also  con- 
trols the  state's  biggest  commuter 
airline  (Golden  West).  If  so,  Smith 
is  in  violation  of  the  California 
Public  Utilities  Code  and  the  Fed- 
eral Aviation  Act. 

In  the  late  Sixties,  Smith  bought 
a  number  of  small  air  taxis.  Be- 
cause of  his  extensive  control  of 
ground  transportation,  though,  he 
was  forced  to  sell  those  airlines. 
He  did,  to  some  business  associates 
in  Kansas  City,  Mo.  They  added 
more  small  air  taxis  and  changed 
the  name  to  Golden  West  Airlines. 

When  Smith  went  after  Air  Cal- 
ifornia in  1970,  rivals  PSA  and 
Western  said  Smith  still  controlled 
Golden  West  and  thus  shouldn't  be 
allowed  to  buy  Air  California.  Soon 


after,  the  Kansas  City  group  sold  a 
controlling  interest  in  GWA  to 
wealthy  citrus  grower  Hollis  B. 
Roberts,  an  adviser  to  President 
Nixon  on  agricultural  affairs.  Later 
the  PUC  approved  the  Air  Califor- 
nia purchase. 

But  who  is  Hollis  Roberts?  He, 
too,  is  a  business  associate  of  Smith. 
Moreover:  1)  Smith's  brother-in- 
law  is  a  vice  president  and  direc- 
tor of  Golden  West;  2)  Westgate 
affiliates  hold  almost  all  of  GWA's 
$15-million  debt;  3)  all  of  GWA's 
accounting  is  done  under  contract 
by  Air  California,  now  a  Westgate 
subsidiary;  4)  there  have  been  nu- 
merous business  transactions  be- 
tween Smith's  companies  and  Gold- 
en West  and  Hollis  Roberts. 

For  all  his  power  and  influence, 
Arnie  Smith  isn't  always  able  to  hide 
his  cozy  deals.  Shortly  after  Smith 
got  control  of  Air  California,  then 
40%  publicly  held,  he  ordered  it 
to  buy  a  Lockheed  Electra  from 
a  Westgate  affiliate.  But  the  Cali- 
fornia PUC  ruled  that  the  purchase 
price-$950,000-was  $300,000  too 
high.  Smith  had  to  rescind  the 
deal.  On  another  occasion,  a  West- 
gate  ranch  was  sold  in  four  sepa- 
rate transactions  involving  subsidi- 
aries, business  associates  and  loans 
from  U.S.  National  Bank,  and 
Westgate  tried  to  book  a  $5-mil- 
lion  profit.  When  auditors  balked, 
the  matter  was  cleared  up  by  a 
final  cash  sale-to  Hollis  Roberts— 
and  the  gain  was  allowed. 

For  1970  Westgate  dropped 
Touche,  Ross  &  Co.  as  auditors 
and  hired  Haskins  &  Sells.  But 
when  Westgate's  1970  financial 
statements  were  filed  with  the  SEC 
—understandably  two  months  late— 
they  were  accompanied  by  16  le- 
gal-sized pages  of  notes  and  an 
auditors'  opinion  liberally  laced 
with  exceptions.  For  1971  West- 
gate  is  returning  to  Touche,  Ross. 

Meanwhile,  the  Internal  Reve- 
nue Service  is  looking  over  West- 
gate's  books  again.  During  a  mid- 
Fifties  IRS  audit,  Smith  hired  away 
two  of  the  agents;  but  an  audit  in 
the  mid-Sixties  uncovered  a  $1 -mil- 
lion tax  liability— still  unpaid. 

Not  surprisingly,  those  Smith 
companies  with  public  stockhold- 
ers haven't  done  well  recently.  For 
example,  Westgate  hasn't  paid  I 
dividend  in  three  years.  What 
about  his  private  companies?  Smith 
won't  say.  He  prefers  to  let  his 
wealth  and  power  speak  for  him.  ■ 
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At  The  American 


the  individual  investor  is  an  institution. 

This  isn't  a  matter  of  opinion. 
It's  a  matter  of  fact. 

Of  all  major  stock  exchanges  in 
the  U.S.,  only  The  American  is 
dominated  by  individual  investors. 

Individuals  account  for  nearly 
75%  of  Amex  public  trading  volume. 
The  Amex  is  their  stock  exchange. 
](    ,  ,    ;  ,  This  individual  character  also 

The  Amex  is  vigilant.  Tomorrow  .         -.      ,     -  .     ,. ,      .  .     ,       r    ,      , 

morning,  a  computer  print-out  will      is  reflected  m  the  kinds  oi  stocks 

report  the  full  history  of  today>  Amex   listed  On  The  American. 


trading.  Time,  price,  number  of  shares, 
and  trading  pattern  will  all  be  there 
for  scrutiny.  The  computer  will  also 
call  attention  to  unusual  trades. 


Price/Earnings  Ratios— April,  1973 


70+ 


Lower  price/earnings  ratios  are 
frequently  associated  with  greater 
values.  The  median  p/e  for  all  Amex- 
listed  companies  at  the  end  of  April 
was  just  above  10,  the  lowest  level 
since  December,  1966.  A  year  ago  the 
ratio  was  almost  twice  as  high.  The 
chart  above  shows  that  504  Amex 
stocks  were  at  less  than  10  times 
earnings  and  861  at  less  than  20  times 


This  map/graph  shows  the  percentage  distribution  of  Amex 
shareholders.  Ownership  of  Amex  shares  roughly  parallels 
distribution  of  shareholders  in  all  public  companies.  And  stock 
ownership  broadens  when  a  company  lists  at  The  Amex.  Some 
recent  research  has  found  that  companies  newly  listed  during 
the  years  1964-1967  showed  an  average  increase  of  38.9%  in 
number  of  shareholders  five  years  after  listing  on  The  Amex. 


Many  represent  an  exciting 
future.  These  are  the  younger 
companies  which  are  answering  the 
new  needs  of  a  changing  society— 
companies  offering  new  technologies 
—companies  identified  with  new 
growth  regions  of  the  country. 

In  addition,  there  are  the  larger 
companies  with  established  track 
records,  whose  prices  and  multiples 
are  down  right  now.  For  instance,  the 
majority  of  Amex-listed  companies 
have  shown  increased  earnings  for 
the  past  12  months.  Yet  according  to 
an  independent  survey,  only  3%  of 
them  have  higher  p/e  ratios  than 
a  year  ago. 

For  investors  who  focus  on 
dividends  and  yields,  the  Amex  list 
includes  267  common  stocks  which 
have  paid  consecutive  dividends 
ranging  from  10  to  125  years.  More 
than  40  of  these  long-time  dividend 

payers  currently  yield  more  than  6%. 
As  the  marketplace  of  the 
individual,  The  Amex  recognizes 
special  responsibilities.  Roughly  50% 
of  our  annual  budget  is  spent  on 

people  and  programs  to  help  maintain 
a  fair  and  orderly  market.  One  result: 
99%  of  all  Amex  transactions  so  far 
this  year  have  varied  only  V*  point  or 
less  from  the  previous  sale,  and  the 
average  variation  has  been  less  than 
Vs  point. 

If  you're  beginning  to  get  the 
idea  that  The  American  is  unique 
among  securities  markets . . .  you're 
beginning  to  get  the  idea. 


The  individual 
investor  finds 
The  American  a 
distinctive  stock 
market...  where 
individuals  account 
for  most  of  the 
trading...  where 
emerging  industries 
and  growing 
companies  continue 
to  appear.  These  are 
distinctions  which 
can  make  a 
difference  to  you. 
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What  can  you  do  with 

$100000? 


Having  money  can  be  a  problem  —  partic- 
ularly if  you  want  to  invest  for  the  future. 

Because  finding  professional  in- 
vestment management,  at  a  cost  you  can  af- 
ford, isn't  easy  these  days. 

Fiduciary  Trust  Company  has 
come  up  with  a  solution  — a  Securities 
Management  Account. 

Under  the  new  program, 
your  account  is  treated  on  a  com- 
pletely individual  basis. 

This  means  that  your  per- 
sonal requirements,  your  long-range 
objectives  and  your  tax  position  are 
all  carefully  considered   before  any 
action  is  taken  in  your  account. 

All  Securities  Management 
Accounts  are  fully  discretionary,  and 
trusts  are  not  accepted. 

Fiduciary's  work  includes  con- 
tinuous review  of  the  investments  and  making 
appropriate  purchases  and  sales.  In  addition 
to  safe-keeping  of  the  securities,  a  Securities 
Management  Account  also  provides  all  of  the 
essential  record  keeping. 

Thecost?The  minimum  annual  fee 
of  $1,000  is  based  upon  an  account  of 
$100,000. 

If  you'd  like  to  know  more  about 
Securities  Management,  call  Daniel  E. 
Peterson,  Vice  President,  at  (212)  344-0010. 

F1DUCL4RY 

TRUST  COMPANY  OF  NEW  YORK 

ONE  WALL  STREET,  New  York  10005 
EUROPEAN  OFFICES:  London/Geneva 


Forbes 

How's  Brezhnev's  Credit  Rating? 


Nixon  won't  ask  him  straight  out  But  questions  about  Russian 
finances  will  have  to  be  answered  if  big  business  is  to  be  done. 

Leonid  Brezhnev's  visit  to  Washing- 
ton, slated  to  begin  in  the  next  few 
days,  could  mean  plenty  for  U.S.  busi- 
ness. But  careful:  It  will  be  necessary 
to  look  behind  all  the  fanfare  to  see 
just  what. 

Pay  no  attention  to  the  three  com- 
mercial deals  that  will  be  signed  in 
and  around  the  time  of  Brezhnev's 
visit.  None  of  them  is  significant. 

As  he  has  just  done  in  West  Ger- 
many, Brezhnev  will  declaim  loudly 
the  possibilities  of  vast  deals  involving 
Soviet  natural  resources  in  exchange 
for  U.S.  industrial  goods  and  know- 
how.  In  this,  Brezhnev  is  serious,  as 
serious  as  a  man  playing  his  hole  card 
with  all  his  chips  in  the  pot. 

But  the  most  the  Soviets  can  ask 
for  at  this  point,  and  hope  to  get, 
will  be  a  U.S.  statement  endorsing  in 
principle  the  idea  that  the  U.S.  would 
make  huge  investments  to  produce 
and  import  Soviet  natural  gas  from 
western  Siberia. 

That  long-proposed  deal  (Forbes, 
Dec.  1,  1972)  would  require  $3  bil- 
lion in  U.S.  financing.  The  specifics 
of  such  financing  and  other  important 
questions  remain  to  be  settled.  Yet 
the  natural  gas  deal  is  central  to 
Brezhnev's  plans  for  modernizing 
Russia's  economy  through  industrial, 
contact  with  the  West— not  only  the 
U.S.,  but  with  West  Germany  and 
Japan  as  well.  It  is  central  also  to  the 
eventual  size  of  the  Russian  market 
for  U.S.  goods. 

To  deal  with  the  West,  Russia 
needs  hard  currency,  not  rubles.  For 
a  decade  it  has  run  deficits  in  its 
trade  with  the  West,  amounting  to 
$250  million  a  year  on  average.  But 
last  year  the  deficit  in  hard  currency 
trade  mounted  to  $1  billion.  That  is, 
Russia's  imports  from  the  West  ex- 
ceeded by  about  $1  billion  its  $3 
billion  in  exports  to  the  West.  And 
this  year  U.S.  estimates  foresee  a 
Russian  deficit  of  $2  billion.  Financ- 
ing these  deficits  could  become  a 
problem  for  Russia.  Outside  of  na- 
tural resources,  it  really  has  few  op- 
portunities for  raising  its  exports  to 
the  West  to  earn  hard  currency.  For 
now,  it  must  rely  on  borrowing,  and 
the  blunt  truth  is,  Russia  appears  to 
be  getting  pretty  deep  in  debt. 


Russia's  Brezhnev 


Of  course,  the  Russians  do  not 
reveal  to  anybody  the  size  of  their 
hard  currency— or  external— debt.  But 
it  is  not  such  a  big  secret.  The  Soviet 
accumulated  external  debt,  according 
to  Central  Intelligence  Agency  esti- 
mates, is  $2.5  billion.  But  it  is  not 
the  size  of  that  debt  that  causes  con- 
cern. It  is  its  servicing,  which  knocks 
an  ever-bigger  nick  out  of  Soviet  ex- 
port earnings— earnings  that  could  pay 
for  more  western  imports. 

According  to  CIA  estimates,  debt 
service  will  eat  up  25%  of  Soviet 
hard-currency  export  earnings  in  1973 
and,  judging  from  the  Russians'  cur- 
rent rate  of  borrowing  in  the  West, 
next  year  the  debt-service  ratio  could 
go  to  30%.  As  one  Washington  ob- 


server commented,  "If  Brazil  got  into 
that  position,  it  would  be  in  trouble." 

But  Russia  is  not  Brazil,  nor  does 
it  seem  in  trouble.  The  Soviet  gov- 
ernment agencies  borrow  in  the  Eu- 
rodollar market  at  the  very  best  in- 
terest rates.  They  have  obtained  fi- 
nancing from  U.S.  banks  on  terms 
described  by  other  U.S.  bankers  as  con- 
cessionary. The  rules  of  the  U.S.  Ex- 
port-Import Bank  for  all  borrowers— 
for  disclosure  of  reserves,  debt  totals 
and  debt  service  requirements— are 
suspended  for  the  Russians. 

Propped  with  Gold 

Why?  The  reasons  are  partly  eco- 
nomic, but  mostly  political.  On  the 
economic  side,  Russia  mines  some 
220  tons  of  gold  per  year  and  has  a 
stockpile  now  put  at  1,800  tons, 
worth  around  $7  billion  at  recent  mar- 
ket prices.  It  sells  gold  in  the  West— 
250  tons  last  year.  That,  at  least,  is 
looked  upon  as  a  potential  quick 
source  of  hard  currency  for  the 
Soviets.  Second,  the  Russians  have 
played  up  the  potential  of  doing  busi- 
ness with  them  for  all  it's  worth.  There 
is  a  lot  of  "foot-in-the-door"  thinking 
behind  many  of  the  initial  deals  done 
by  U.S.  and  other  Western  companies 
and  banks. 

The  amounts  at  risk,  for  one  thing, 
have  not  been  that  great— no  matter 
what  you  may  read  about  billion- 
dollar  deals.  The  Russians  before  and 
during  Brezhnev's  visit  will  be  talking 
of  Occidental  Petroleum's  $8-billion 
fertilizer  deal.  All  it  amounts  to  is 
$200  million  of  Oxy's  Florida  super- 
phosphate exchanged  yearly  for  $200 
million  worth  of  Soviet  ammonia  and 
urea  over  20  years.  The  U.S.  financ- 
ing that  makes  it  possible  totals  $360 
million  for  U.S.  equipment  and  ser- 
vices to  build  seven  chemical  plants 
in  Russia.  Half  of  the  $360  million 
comes  from  the  Ex-Im  Bank  and  the 
other  half— Ex-Im  guaranteed— comes 
from  three  banks  led  by  Bank  of 
America. 

On  these  and  other  deals  to  date, 
Russia  could  not  afford  to  default. 
If  it  did,  it  would  blow  chances  for 
the  big  natural  resource  deals  it  so 
wants.  And  needs!  The  development 
of  oil  and  gas  in  Siberia  is  not  just 
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an  option  to  help  Soviet  exports:  It  is 
essential  for  the  energy  to  run  the 
Russian  economy.  Partly  because  of 
faulty  production  practices,  the  oil 
fields  in  European  Russia  are  petering 
out  five  to  ten  years  ahead  of  schedule. 
On  top  of  this,  Soviet  demands  for 
oil  and  gas— and  the  requirements  of 
its  East  European  client  states— are 
accelerating.  Energy  shortfalls  are 
being  held  to  acceptable  limits  by 
crash-program  production  of  western 
Siberian  oil  and  gas  deposits.  But  to 
develop  the  Siberian  resources  it 
needs,  Russia  will  need  Western  equip- 
ment, knowhow— and  financing. 

If  the  Russians  can  make  natural 
resource  deals  now  with  deliveries— 
and  payment— to  begin  around  1980, 
they  can  muddle  through  the  Seven- 
ties running  trade  deficits.  They  would 
like  to  export,  of  course,  but  the  po- 
tential for  such  Soviet  exports  simply 
is  not  great. 

U.S.-Soviet  trade  by  1980,  without 
natural  resource  deals,  could  be  only 
$800  million,  or  it  could  be  $2  billion, 
a  just-issued  study  by  the  House  For- 
eign Affairs  Committee  estimates.  Last 
year,  even  with  abnormally  high  U.S. 
grain  sales,  it  was  about  $650  million. 
But  if  the  natural  resource  deals  get 
rolling,  U.S.-Soviet  trade  by  1980 
could  go  over  $4  billion  a  year— in  a 
context  of  Russian  trade  with  the 
West  of  double  that. 

Taking  the  Lead 

The  key  to  it  is  a  U.S.  commitment 
on  the  deal  for  the  natural  gas  from 
western  Siberia,  because  the  Russians 
are  interested  in  attracting  participa- 
tion in  resource  projects  from  Japan 
and  West  Germany,  too.  That's  where 
power  comes  in.  Japan  and  Germany, 
not  great  powers,  are  hesitant  about 
large  commitments  to  the  Russians  un- 
less the  other  great  power,  the  U.S., 
goes  into  Russia  too. 

But  big  questions  remain  about  Si- 
beria: Whom  do  you  believe  about 
the  natural  resources  there— Pravcla? 
It  is  thought  that  during  this  visit  the 
Russians  will  agree  to  allow  independ- 
ent inspection  of  the  western  Siberian 
gas  deposit.  A  lot  of  hard  work  on 
the  financing  remains  after  that.  The 
Ex-Im  Bank,  which  would  have  to 
put  up  over  $1.5  billion  for  the  natural 
gas  deal,  will  have  to  get  a  look  at  a 
Soviet  balance  sheet  if  the  deal  is  to 
go  through.  Congress,  which  set  up 
the  Ex-Im  Bank,  will  insist  on  it. 

If  these  concessions  are  made— or 
secretly  promised— by  the  Russians, 
Brezhnev  may  go  home  from  Wash- 
ington with  his  statement  of  principle 
endorsing  the  gas  deal.  If  he  does,  he 
will  go  home  a  happy,  politically 
strengthened  man.  And  that  may  be 
a  key  point  of  the  whole  exercise.   ■ 
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A  Sure  Thing? 


Some  very  big  institutions  are  very  bullish  on  Polaroid's  new  camera. 
They  had  better  be  right. 


Rarely  has  so  much  money  ridden 
on  a  single  product  development.  At 
recent  market  prices,  the  nearly  33 
million  shares  of  Polaroid  Corp.  have 
a  combined  market  value  of  well  over 
$4  billion. 

If  Polaroid  was  priced  like  the  or- 
dinary stock,  based  on  earnings  in 
recent  years,  it  probably  wouldn't 
carry  a  combined  value  of  even  $1 
billion.  It  would  do  well  to  sell  at 
$30  a  share,  not  $130.  Its  basic  prod- 
ucts are  not  particularly  new  and 
they  have  a  limited  growth  potential. 
But  it  is  no  mystery  what  keeps  the 
price  up:  high  hopes  for  Dr.  Edwin 
Land's  new  SX-70  camera. 

The  market  is  saying  that  the  SX- 
70— which  isn't  even  in  big  produc- 
tion yet— is  worth  $3  billion.  If  the 
SX-70  doesn't  sell,  some  people  are 
going  to  get  badly  hurt. 

At  the  moment,  this  compact  in- 
stant-photography product  is  far  be- 
hind schedule.  It  is  a  pocket  marvel 
that  clicks  out  a  roll  of  film  to  be 
developed  in  sunlight.  Time:  ten  to 
15  minutes.  Unlike  the  present  Polar- 
oid system,  the  new  one  requires  no 


messy  peeling,  no  long  wait  between 
shots.  Dr.  Land,  now  64,  is  betting 
the  future  of  his  company  on  it.  It 
was  to  be  selling  nationwide  before 
Christmas  last  year,  but  only  made  it 
into  Florida.  Now  the  SX-70  (camera 
at  $180,  ten-shot  packs  at  $6.90)  is 
being  marketed  in  three  states.  But 
Fairchild  Camera,  one  of  the  suppliers 
of  the  complex  electronic  modules 
that  run  the  SX-70,  can't  meet  Polar- 
oid's expansion  orders.  Land  is  also 
using  another  supplier,  Texas  In- 
struments, but  it  can't  supply  Polaroid 
until  next  January.  The  test:  Will 
the  camera  sell  at  or  near  those  prices? 
A  handful  of  institutional  investors 
are  keeping  the  faith.  Land  himself 
owns  about  15%  of  his  own  stock,  and 
institutions  are  believed  to  hold  an- 
other 35%  or  so.  The  largest  of  these 
is  Morgan  Guaranty  Trust  Co.  Mor- 
gan holds,  largely  in  the  company 
pension  funds  it  runs,  10%  of  Polaroid. 
Last  year  the  bank  purchased  another 
573,000  shares,  running  its  total  up 
over  $423  million  in  value.  Mutual 
funds  own  at  least  another  10%.  Polar- 
oid is  the  largest  holding  in  Howard 


Prices  Up,  Profits  Down 


That's  the  story  in  the  grocery  business  today.  The  supermarket 
chains  have  as  much  to  complain  about  as  the  housewives. 


"It's  a  cutthroat  business.  You're 
lucky  to  make  a  nickel." 

The  man  who  spoke  these  words 
is  Kenneth  Brent  of  the  National  As- 
sociation of  Retail  Grocery  Chains  and, 
yes,  he  was  talking  about  the  grocery 
business.  Housewives  may  howl,  but 
he's  right.  All  the  while  food  prices 
have  been  rising  like  a  rocket  launched 
in  space,  supermarket  profits  have 
been  sinking  like  a  rock  thrown  in  the 
sea.  According  to  a  recent  study  by 
the  Progressive  Grocer,  operating 
margins  for  the  nation's  supermarket 
chains  last  year  were  an  almost  in- 
visible 0.6%.  That  is  what  they  were 
in  the  bleakest  days  of  the  Depression. 
This  year?  "Well,"  says  Willard  Bish- 
op of  the  Super  Market  Institute,  "in 
the  first  quarter  there  was  no  per- 
ceptible change." 

It's  not  the  housewives  who  should 
be  picketing  the  supermarkets  these 
days;  it's  the  stockholders. 

Some  of  the  leading  chains  are  do- 


ing even  worse  than  last  year.  Take 
Kroger.  Earnings  after  taxes  in  the 
first  quarter  of  last  year  were  $10 
million  on  sales  of  $835.7  million,  or 
1.2  cents  per  sales  dollar;  in  the  first 
quarter  of  this  year,  $3.6  million  on 
sales  of  $928.1  million,  or  0.39  cents 
per  sales  dollar.  Consider  Jewel.  Last 
year's  first-quarter  earnings  were  $7.4 
million  on  sales  of  $431  million;  this 
year's,  $4  million  on  $461  million. 

Despite  increased  sales,  Safeway's 
earnings  have  stayed  put  at  70  cents 
a  share.  Lucky  has  done  a  fraction  bet- 
ter. First-quarter  earnings  were  $7.2 
million,  23  cents  a  share,  as  com- 
pared with  last  year's  $6.9  million,  22 
cents  a  share.  First-quarter  figures  are 
not  yet  available  tor  the  Great  At- 
lantic &  Pacific  Tea  Co.,  which  has  a 
February  fiscal  year,  but  its  fourth 
quarter  was  a  disaster.  A&l'  went  in 
to  the  red  on  sales  of  $1.7  billion.  In 
the  same  1971  quarter,  it  showed  a 
profit  of  $63.6  million  on  sales  ol  $1,1 
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Stein's  Dreyfus  Fund,  around  $100 
million  worth.  "Back  in  the  1960s  I 
heard  all  those  things  about  delays 
and  no  demand,"  says  Stein.  "Polaroid 
has  always  been  very  successful,  and  I 
think  they  will  be  again.  Polaroid  is  a 
Rembrandt  company.  There  isn't  any- 
one else  like  them." 

Or,  like  Edwin  Land.  Alternately, 
he  plays  the  shy  scientist  poring  over 
his  new  camera  and  the  command- 
ing chief  executive. 

"They've  done  a  brilliant  job  of 
selling  all  of  us.  You  are  seeing  fewer 
nonbelievers,"  says  a  spokesman  for 
the  United  Accumulative  Fund,  which 
sold  162,000  shares  of  Polaroid  last 
year  and  then  promptly  restored  its 
position  this  year.  When  analysts  and 
portfolio  managers  recently  toured 
Polaroid's  New  Bedford,  Mass.  film 
plant  (Polaroid  is  making  complete 
film  for  the  first  time),  they  could 
hardly  wait  to  break  for  lunch  to 
phone  back  buy  recommendations. 

"I  jammed  my  camera  on  the  first 
shots,"  says  James  Jundt,  portfolio 
manager  of  the  IDS  Progressive  Fund, 
"but  I  just  shot  my  daughter's  birth- 
day party,  and  I  think  the  camera's 
great."  Says  Samuel  R.  Callaway,  ex- 
ecutive vice  president  in  charge  of  the 
trust  department  at  Morgan:  "Polar- 
oid has  a  real  wizardy  camera  in  the 
SX-70.  There  ought  to  be  sustained 
growth  ahead." 


By  the  time  Dr.  Land  has  finished 
developing  and  introducing  the  SX-70 
he  probably  will  have  spent  $500 
million.  (Polaroid  says  the  figure  is 
nearer  $350  million.)  All  of  the  out- 
lay has  been  expensed  rather  than 
capitalized.  This  creates  dreams  of  a 
fantastic  earnings  buildup  once  the 
SX-70  is  nationwide.  Analysts  at  Op- 
penheimer  &  Co.,  for  instance,  see 
earnings  of  $7  a  share  by  1978,  com- 
pared with  a  possible  $2  this  year.  "If 
any  company  is  a  growth  company, 
Polaroid  is,"  says  Michael  Sherman, 
who  has  put  105,000  shares  into  the 
Oppenheimer  Fund. 

Some  institutional  investors  point 
out  that  if  the  research  and  develop- 
ment costs  that  Polaroid  has  expensed 
were  returned  to  normal  cash  flow, 
the  company  really  would  have 
earned  $3  rather  than  $1.30  a  share 
last  year.  So  the  stock  can  be  said  to 
sell  at  "only"  43  times  earnings  in- 
stead of  100  times. 

Underlying  the  long  shot  on  Polar- 
oid is  a  bet  on  what  Eastman  Kodak 
won't  do.  Polaroid's  smart  money  fig- 
ures that  Kodak  won't  have  its  own  in- 
stant color  camera  film  on  the  market 
any  earlier  than  1975  or  1976.  Ko- 
dak is  working  on  such  a  project, 
but  makes  no  sounds  about  an  intro- 
duction date.  Polaroid's  investors  were 
buoyed  by  Kodak's  decision  not  to 
launch  a  massive  campaign   pushing 


film  to  be  used  in  Land's  earlier  line 
of  cameras.  That  could  mean  Kodak 
sees  the  old  Polaroid  cameras  as  a 
dying  breed  and  is  happy  to  reap  the 
benefits  of  its  own  best-selling  line 
of  Instamatics  now  on  the  market. 
But  Kodak's  silence  could  mean  some- 
thing else:  It  could  be  working  like 
blazes  to  bring  an  instant  camera  like 
Polaroid's  SX-70  out  as  early  as  next 
year. 

"I  wonder  if  that's  Kodak's  style, 
however,"  asks  the  Dreyfus  Fund's 
Howard  Stein.  "Their  style  has  been 
to  make  a  very  simple  box  without 
any  complicated  electronic  gear  for 
the  mass  market.  I  just  don't  see 
them  coming  in  at  an  early  stage." 

Not  that  the  uncertainties  over  Ko- 
dak plus  the  delays  with  Fairchild 
Camera  haven't  produced  some  skep- 
tics. "We  like  Polaroid,  and  have 
400,000  shares,"  says  Richard  Young, 
portfolio  manager  at  Massachusetts  In- 
vestors Growth  Fund,  "but  if  the  mar- 
gins on  their  vertical  integration  of 
camera  and  film  production  don't  pan 
out,  we'd  consider  selling." 

In  that  case,  MIT  Growth  would 
have  plenty  of  company.  Too  much 
company.  It  is  doubtful  whether  the 
big  holders  could  get  out  with  their 
skins  if  bad  news  started  to  percolate. 
Presumably,  they  feel  justified  in  their 
faith  in  the  SX-70.  They  had  better 
be  right.   ■ 


billion.  Acme,  which  has  an  April  fis- 
cal year,  was  down  in  the  fourth  quar- 
ter from  earnings  of  $3.6  million  to 
a  bare  $832,000. 

Only  a  few  of  the  leading  chains 
could  boast  increased  earnings,  among 
them  Winn-Dixie  and  Grand  Union. 
Winn-Dixie's  earnings  rose  from  $10.1 
million  to  $11.2  million;  Grand  Un- 
ion's, from  $2.8  million  to  $3.3  million. 

Cosmetics  and  Clothing 

The  industry's  sorry  profits  picture 
would  have  been  sorrier  still  except 
for  one  thing:  Increasingly,  the  su- 
permarkets are  going  in  for  nonfood 
items  like  drugs,  beauty  aids,  camera 
supplies,.-  household  wares,  clothing, 
shoes.  "You  name  it,"  says  Brent. 
"They  carry  them  because  the  profit 
margins  are  higher,"  he  explains. 

Why  is  the  grocery  business  so 
bad?  W.H.  Fisher,  president  of  Lucky 
Stores,  puts  the  primary  blame  on 
Phase  3  controls.  But  he  insists  many 
chains  aren't  making  as  much  as  they 
are  entitled  to  under  Phase  3. 

Bishop's  villain  is  what  he  calls 
"shifting  consumer  behavior."  Asked 
to  explain,  he  says:  "People  are  buy- 
ing more  sale  items." 

To   Brent,   the   villain   is    competi- 


tion. "This  is  definitely  a  price  busi- 
ness," he  says.  "If  the  fellow  down  the 
street  cuts  prices,  you  have  to  follow 
suit.  That's  the  only  way  you  can 
stay  in  business." 

Within  the  industry,  many  accuse 
A&P  of  starting  a  price  war  by  es- 
tablishing its  WEO  discount  stores. 
"When  A&P  did  that,"  says  an  econ- 
omist for  a  rival  chain,  "everything 
hit  the  fan,  so  to  speak." 

Says  George  Beiswinger,  director  of 
communications  for  Acme  Markets:  "I 
don't  want  to  put  a  label  on  the  A&P. 
Our  president  has  never  blamed  the 
A&P.  Some  spokesmen  have,  as  you 
know,  such  as  Bohack. 

"Right  now  the  situation  is  very  in- 
tense in  Detroit  and  St.  Louis,  but  the 
problem  isn't  necessarily  the  A&P.  But 
there's  been  a  severe  price/ cost 
squeeze,  an  operating  cost  squeeze, 
coupled  with  inflation." 

Actually,  though  it's  easy  to  blame 
the  A&P,  price-cutting  in  the  grocery 
business  has  long  been,  as  Brent  puts 
it,  "a  way  of  life."  Other  chains  were 
opening  discount  stores  long  before 
the  A&P  adopted  the  practice.  Says 
Fisher:  "Lucky  got  into  discounting 
in  1960.  By  1967  we  were  totally  dis- 
count." Food  Fair  claims  that  85%  to 


90%  of  its  operations  are  discount  to 
some  extent. 

Little  Hope  Seen 

Because  price-cutting  has  become  a 
way  of  life  in  the  grocery  business, 
Brent  sees  no  hope  of  profit  margins 
improving  significantly.  "Not  unless 
there  is  a  definite  change  in  the  phi- 
losophy of  the  business,"  he  says. 

Bishop  is  only  a  little  more  op- 
timistic. "The  chains  are  doing  some- 
thing to  increase  productivity,"  he 
says.  "Like  experimenting  with  auto- 
mated checkout  counters."  Then  he 
adds:  "Of  course,  labor  amounts  to 
only  8%  or  9%  of  sales.  Suppose  you 
improve  productivity  by  10%.  How 
much  can  that  do  for  your  profits?" 

Obviously  not  much.  So  the  gro- 
cery business  is  likely  to  remain  a 
low-profit  business  for  the  foreseeable 
future,  no  matter  how  steeply  food 
prices  climb.  Oddly  enough,  a  decline 
in  food  prices  would  do  more  than 
anything  to  permit  wider  supermarket 
margins.  For  the  chains  could  expand 
their  returns  by  lowering  retail  prices 
at  a  slower  rate  than  wholesale 
prices  were  going  down.  But  at  least 
for  the  time  being,  don't  hold  your 
breath.  ■ 
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Unfavorable  Arithmetic 


The  ethical  drug  industry  will  soon  find  that 

existing  drugs  will  be  coming  off  patent  at  nearly  double  the  rate 

of  the  past  15  years.  That's  bad  news  for  some  companies. 


Forbes'  latest  Directory  Issue  lists 
four  drug  companies  among  the  25 
biggest  in  market  value.  The  four 
are:  Johnson  &  Johnson,  Merck,  Amer- 
ican Home  Products  and  Eli  Lilly. 
They  had  a  combined  market  value 
of  over  $25  billion,  even  though  their 
combined  profits  were  only  $580  mil- 
lion. As  a  group,  drug  stocks  are 
among  the  most  richly  priced  on  Wall 
Street  today,  with  price/ earnings  ra- 
tios running  35  times  earnings. 

But  the  game  is  changing  in  the  eth- 
ical drug  industry.  No  one  doubts  that 
the  industry  will  continue  to  grow  at 
a  fast  pace.  But  it  may  become  diffi- 
cult if  not  impossible  to  maintain  the 
industry's  fat  margins. 

The  key  to  the  change  is  the  indus- 
try's failure  to  come  up  with  many 
new  drugs  of  late.  That  is  partly  be- 


cause it  has  been  translating  the  sup- 
ply of  basic  research  into  new  prod- 
ucts faster  than  new  knowledge  was 
being  added,  and  partly  because  ,of 
the  Food  &  Drag  Administration's 
toughness  in  demanding  that  new 
drugs  be  truly  new  and  effective. 

The  figures  tell  the  story:  In  1959 
there  were  63  new  drugs  introduced, 
by  1970  the  number  had  fallen  to 
around  16.  Patented  prescription 
drugs  are  the  lifeblood  of  the  phar- 
maceutical industry.  They  accounted 
for  sales  of  some  85. 5  billion  last 
year.  Since  patented  drugs  are  not 
price-competitive,  they  command 
huge  profit  margins.  Last  year  the 
ethical  drag  industry  netted  10%  after 
taxes  on  sales  and  close  to  21%  on 
stockholders'  equity— twice  the  prof- 
itability of  all  U.S.  industry. 


What's  happening  now?  The  pat- 
ents issued  during  the  Fifties  are 
expiring.  Frost  &  Sullivan,  a  business 
consulting  organization,  has  this  to 
say:  "By  1984,  117  of  the  leading 
200  prescription  drugs  sold  through 
retail  channels  will  have  lost  their 
patent  rights.  These  drugs  today  ac- 
count for  $1.4  billion  in  retail  sales." 

In  years  past,  when  old  patents 
expired,  new  ones  were  easily  found 
'to  replace  them.  As  for  the  expired 
patents,  the  original  producer  usually 
continued  to  hold  the  bulk  of  the  mar- 
ket. The  reason  was  simple.  The  other 
big  houses  preferred  to  concentrate  on 
proprietary  products  of  their  own 
rather  than  to  get  into  price-cutting 
contests  with  the  original  producer. 
About  the  only  competition  brought 
about  by  the  patents  expiring  was 
from  small,  marginal  outfits. 

What  happened  to  Pfizer's  patent 
on  Terramyein,  a  tetracycline-type 
antibiotic,  was  fairly  typical.  The 
Terramyein  patents  expired  in  1967. 
Nonetheless,  according  to  Pfizer's  47- 
year-old  President  Jerry  Laubach: 
"Today  we  still  sell  about  98%  of  all 


Swiss  Slowdown 


Two  of  the  world's  biggest  pharmaceutical 
companies  are  Swiss.  Both  are  already  feeling  a 
worldwide  pinch  on  their  business. 


To  speak  of  big  Swiss  companies  hav- 
ing money  troubles  is  like  talking  of 
the  Italians  having  trouble  making 
pasta.  For  a  quarter  of  a  century  no 
country  in  the  world  offered  a  better 
business  climate.  It  had  a  stable  cur- 
rency not  too  highly  valued,  modest 
taxes  and  cheap  borrowing  plus  com- 
pany laws  that  positively  cuddled 
"confidentiality."  In  the  pharmaceuti- 
cal field,  companies  like  Basel-based 
Ciba-Geigy  and  Hoffmann-La  Roche 
used  their  advantages  to  build  world- 
wide chains  of  rich  subsidiaries  pour- 
ing their  profits  into  the  parents' 
coffers,  profits  that  were  then  used 
to  finance  lavish  research  programs. 

Hoffmann-La  Roche  came  up  with 
Librium  and  Valium,  which  have 
dominated  a  wide  sector  of  the  tran- 
quilizer market,  and  also  launched 
synthetic  vitamins  A,  C  and  E,  to  be- 
come the  dominant  world  vitamin 
supplier.  Ciba-Geigy  produced  a 
whole  range  of  key  drugs  for  heart 
treatment,  as  well  as  antibiotics  and 
antidepressants.  In  related  plant  and 
animal  products,  it  introduced  first 
DDT  and  then  the  triazine  herbicides, 
which  every  American  farmer  uses  to 
dust  his  grain  crops. 


Hoffmann-La  Roche  became  the 
world's  No.  One  pharmaceutical  com- 
pany. Though  it  reveals  practically 
no  meaningful  data  about  itself, 
knowledgeable  Swiss  chemical  sources 
estimate  that  some  $1.2  billion  of  its 
$1.8-billion  total  sales  comes  from 
drugs.  The  U.S.'  Merck,  with  about 
$825  million  in  human  and  animal 
health  products,  ranks  second.  Ciba- 
Geigy,  which  tripled  sales  in  a  decade 
to  $2.5  billion,  is  No.  Three,  getting 
$750    million    from    pharmaceuticals. 

With  a  minuscule  domestic  mar- 
ket, they  also  made  profits  rarely 
matched  by  even  the  most  successful 
U.S.  drug  firms.  Hoffmann-La  Roche's 
63-year-old  President  Adolf  Janrt  told 
Forbes  that  his  company  averages 
15%  on  sales— which  means  profits  of 
some  $270  million.  And  it's  a  safe 
bet  that  Hoffmann-La  Roche's  best 
years  must  make  that  15%  average 
look  like  chicken  feed.  In  the  U.K., 
for  example,  the  Monopolies  Commis- 
sion concluded  that  the  company  has 
been  making  at  least  40%  on  Librium 
and  Valium,  its  main  profit-spinners. 

Yet  Hoffmann-La  Roche  shares— the 
most  expensive  in  the  world— have 
dropped  nearly  40'/   from   their   1972 


highs  of  $73,000  to  a  bargain-base- 
ment $46,000.  Ciba-Geigy  shares,  at 
$980  a  year  ago,  are  down  to  $655. 

The  companies  readily  admit  that 
the  gilding  is  off  the  lily.  "We've  had 
our  seven  fat  years,  now  we'll  have 
the  seven  lean  years,"  says  one  Swiss 
drug  company  executive. 

Some  of  the  problems  are  peculiar 
to  Switzerland.  Ciba-Geigy  Chairman 
and  Chief  Executive  Louis  von  Planta, 
56,  makes  no  bones  that  the  Swiss 
business  environment  has  turned  sour. 
The  Swiss  government's  clampdown 
on  immigrant  labor  has  forced  Ciba- 
Geigy  to  shut  some  of  its  Swiss-based 
manufacturing  plants.  Even  where  la- 
bor is  available,  he  says,  ecological 
pressures  make  it  almost  impossible  to 
build  a  new  chemical  plant.  Taxes, 
instead  of  the  former  25%  to  30'?,  are 
now  approaching  the  50%  level. 

Worst  of  all,  Ciba-Geigy  finds  that 
devaluation  of  the  dollar  has  shrunk 
the  former  lush  inflow  of  earnings 
from  its  subsidiaries.  "Two  years  ago, 
sales  of  $500  million  in  the  U.S.  were 
worth  more  than  2  billion  Swiss  francs. 
Today    they    only    yield     1.6    billion," 

says  von  Planta. 

I  [offmann-La  Roche  is  less  vulnei 

able  to  exchange  problems  than  Cih.i 

Geigy,  because  years  ago  it  employed 

the  special   Swiss   <le\  ice   of  establish 
ing  two  parallel  companies,  one  based 

overseas.  Shareholders  in  Hoffmann- 
La    Roche    also   gel    parallel    shares    in 

the  overseas  company  (the  Canadian 
Sapae   Corp.,    with    headquarters    in 
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of  this  type  of  antibotic." 

However,  this  cozy  situation  seems 
to  be  changing.  Take  antibiotics  like 
Achromycin,  Sumycin  and  Tetrex,  all 
tetracyclines.  In  January  1972  the 
tetracyclines  patents  expired.  Numer- 
ous licensees  were  already  making 
the  drug;  more  plunged  in.  The  result: 
pricing  chaos  in  a  fragmented  market. 

True,  this  is  happening  slowly.  To- 
day about  90%  of  all  ethical  drug 
prescriptions  sold  are  still  written  by 
brand  name.  But  generic  name  sales 
are  rising:  about  6%  of  all  prescrip- 
tions in  1966;  around  9%  today. 

The  openings  for  generics  are  mul- 
tiplying. Eli  Lilly's  Darvon  analgesic 
came  off  patent  late  last  year.  A  good 
many  other  prosperous  dings  will 
come  off  patent  in  the  next  few  years. 
Among  them,  Ortho's  Ortho  Novum 
contraceptive  pill,  Lilly's  Ilotycin  an- 
tibiotic, and  Hoffmann-La  Roche's 
Librium  tranquilizer. 

As   these   drugs    come   off  patent, 


Over  the  years  no  other  major 
industry  has  been  as  profitable 
as  drugs.  These  two  stories  sug- 
gest, however,  that  a  profit 
pinch  is  now  under  way  in  drugs 
—at  home  and  overseas. 


Montevideo).  Sapac  collects  the 
American,  British  and  Far  Eastern 
earnings,  pays  dividends  in  dollars. 

For  that  matter,  Hoffmann-La 
Roche's  management  has  little  reason 
for  worries  of  any  kind  about  its 
shareholders.  Family  interests  still  con- 
trol over  half  the  16,000  voting  shares; 
the  rest  are  held  by  a  small  numbet 
of  wealthy  Basel  burghers  who  have 
made  fortunes  from  the  stock's  fan- 
tastic rise.  If  they  bought  their  stock 
as  recently  as  1960,  they  paid  as  little 
as  $6,000,  and  most  bought  long  be- 
fore that.  Not  many  chairmen  can 
blandly  remark,  as  does  ex-banker 
Jann,  "Our  business  is  so  risky,  the  or- 
dinary man  shouldn't  buy  our  stock." 

But  Hoffmann-La  Roche  has  other 
and  more  spectacular  problems.  Its 
keys  tQ-  wealth  have  been  the  best- 
selling  tranquilizers,  Librium  and 
Valium.  Since  they  hit  the  market  in 
1960  and  1963,  they  have  been  as 
good  as  a  license  to  print  money. 
They  provide  some  $500  million  of 
the  $1.2-billion  drug  sales.  The  pat- 
ents still  have  years  to  run  in  most 
countries  .(until  1980  in  the  U.S.). 

Now,  however,  the  British  govern- 
ment's Monopolies  Commission  has 
pried  open  some  of  Hoffmann-La 
Roche's  secrets  with  devastating  effect. 
Hoffmann-La  Roche  has  been  selling 
the  active  ingredients  of  the  two  drugs 


they  can  be  expected  to  attract  new 
manufacturers,  big  ones.  Recent  new- 
comers to  the  branded  generic  drug 
business  include  Smith  Kline  &  French, 
A.H.  Robins  and  Upjohn. 

As  these  and  other  companies  move 
into  each  others'  products,  competi- 
tion, price  competition,  is  bound  to 
heat  up.  The  big  firms  have  large 
armies  of  salesmen  and  a  good  reputa- 
tion with  doctors,  pharmacists  and 
hospitals.  They  can  provide  real  com- 
petition for  the  companies  that  for- 
merly held  the  patents. 

Smith  Kline  &  French  has  estab- 
lished a  special  line  of  off-patent, 
commonly  prescribed  drugs,  the  SK 
line.  There  are  now  11  drugs  in  the 
line.  Among  the  most  recently  added 
are  SK-65  and  SK-65  Compound. 
They  sell  at  roughly  half  the  price  of 
Lilly's  Darvon  and  Darvon  Com- 
pound, whose  patents  expired  on 
Dec.  27  of  last  year.  So  far,  Lilly 
hasn't  cut  the  price  of  Darvon  and 
Darvon  Compound,  but  sooner  or  lat- 
er it  probably  will  have  to.  As  Thomas 
Collins,  SKF's  marketing  vice  presi- 
dent,   points    out:    "There    is    more 


awareness  and  sensitivity  to  the  cost 
of  medication  on  the  part  of  con- 
sumers, doctors  and  third-party  pay- 
ers, that  is,  government  and  private 
health  insurance.  The  fastest-grow- 
ing drug  chains  also  are  very  price 
sensitive." 

Losers  and  Winners 

Squibb  has  come  up  with  a  new 
marketing  gimmick  to  overcome  the 
reluctance  of  pharmacists  to  sell  a 
new  brand  of  a  product  they've  been 
selling  for  years:  a  Pharmacists  War- 
ranty Program,  which  promises  legal 
advice  and  defense  should  any  lia- 
bility suit  arise  against  a  pharmacist 
who  chose  to  sell  a  Squibb  branded 
generic  drug. 

Drugs  will  remain  a  good  business. 
The  growth  is  there.  But  the  new 
drugs  probably  won't  come  forward 
fast  enough  to  replace  the  patent-ex- 
piring ones.  Competition  will  spread. 
Inevitably,  profit  margins  will  be 
somewhat  reduced. 

Can  the  industry,  under  these  cir- 
cumstances, continue  to  be  the  golden 
boy  of  Wall  Street?  ■ 


to  its  U.K.  subsidiary  for  $925  and 
$2,305  a  kilogram.  Cost  of  manu- 
facture: $22  and  $50  a  kilogram. 

The  U.K.  Monopolies  Commission 
now  demands  that  the  company  slash 
prices  by  over  60%  and  return  to 
Britain's  National  Health  Service 
something  like  $30  million.  What 
particularly  worries  Jann  is  the  threat- 
ened domino  effect:  "If  the  U.K.  prices 
were  to  be  applied  worldwide,"  he 
says,  "it  would  be  a  catastrophe." 
And  Hoffmann-La  Roche  has  been 
charging  far  higher  prices  elsewhere 
than  it  has  been  getting  in  the  U.K. 
—in  the  U.S.,  for  example,  nearly  four 
times  as  much  for  Valium  and  more 
than  2M  times  as  much  for  Librium. 
Yet,  even  at  U.K.  prices,  the  Monop- 
olies Commission  claims  the  compa- 
ny has  been  making  60%  to  70%  year- 
ly on  capital. 

The  Defense 

Hoffmann-La  Roche  defends  itself 
by  saying  that  its  profits  brought 
benefits  to  all  its  customers.  It  spends 
over  15%  of  revenues  on  R&D  vs.  the 
usual  10%,  and  its  research  budget 
has  been  growing  at  a  25%  to  30% 
compound  rate. 

There  may  be  some  merit  in  Hoff- 
mann-La Roche's  claim:  Its  research 
programs  have  gone  deep  into  such 
fundamental  fields  as  immunology  and 
molecular  biology.  But  that  may  not 
carry  much  weight  with  governments 
eager  to  cut  their  growing  medical 
care  bills.  The  list  of  countries  now 


conducting  their  own  probes  into  drug 
costs  includes  Germany,  Holland, 
Sweden,  South  Africa  and  Belgium. 

The  situation  has  both  companies 
thinking  deeply  about  the  future  of 
the  drug  industry.  Besides  the  price 
squeeze  from  public  health  authori- 
ties, they  have  a  whole  bagful  of  other 
worries.  Among  them:  a  spreading 
disregard  for  patents;  compulsory  li- 
censing; increasingly  strict  govern- 
ment safety  requirements;  the  growing 
cost  of  bringing  new  drugs  to  mar- 
ket. For  now  at  least,  the  steam  seems 
to  have  run  out  of  drug  research. 

"We  have  to  make  every  effort  to 
replace  earnings  from  Librium  and 
Valium  when  the  patents  end,"  says 
Jann.  "But  it  will  take  20  or  30  years." 
Chairman  of  Ciba-Geigy's  executive 
committee,  Samuel  Koechlin,  concurs: 
"We've  reached  an  era  of  diminishing 
returns  where  we  have  to  spend  more 
and  more  to  find  less  and  less." 

Both  companies  are  now  diversify- 
ing outside  ethical  products  into 
proprietary  medicines,  health  care 
products  and  cosmetics.  As  a  spin- 
off from  its  cancer  research,  Hoff- 
mann-La Roche  has  come  up  with  an 
antisunburn  lotion  that  it  is  about  to 
launch  on  the  world  markets.  But 
these  moves  merely  put  both  com- 
panies into  already  highly  competitive 
fields,  where  the  returns  to  a  new- 
comer can  hardly  match  the  old  re- 
turns from  pharmaceuticals.  Any  way 
you  look  at  it,  the  bloom  seems  off 
the  pharmaceutical  rose.  ■ 
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Blacks,  Whites  and  Harry  Oppenheimer 


Harry  Oppenheimer  is  apartheid's  great  antagonist,  but  in  South  Africa, 
even  Oppenheimer  cannot  avoid  practicing  what  he  most  opposes. 


In  most  countries  businessmen  are 
the  bedrock  of  the  conservative  in- 
stinct, the  supporters  of  the  status 
quo,  the  defenders  of  the  existing  re- 
gime. But  not  in  South  Africa.  There 
the  leading  political  maverick,  con- 
sidered in  certain  right-wing  quarters 
as  only  slightly  less  dangerous  than 
Mao  Tse-tung  or  Fidel  Castro,  is  in- 
dustrialist Harry  Frederick  Oppenhei- 
mer, 64,  chairman  of  Anglo  American 
Corp.,  DeBeers  Consolidated  Mines 
and  dozens  of  their  subsidiary  and  af- 
filiated companies. 

The    Oppenheimer    companies    are 


the  very  core  of  the  South  African 
industrial  establishment.  The  Anglo 
American  group  ranks  as  the  non- 
Communist  world's  largest  producer  of 
gold,  diamonds  and  platinum.  It  is  also 
among  the  world's  largest  producers 
of  copper,  coal,  uranium,  vanadium 
and  mining  explosives.  Its  combined 
operating  assets  probably  exceed  $6 
billion,  while  its  total  net  income  last 
year  was  easily  $350  million. 

Yet  Harry  Oppenheimer  is  bitterly 
opposed  to  South  Africa's  ruling  Na- 
tionalist government.  Some  years  ago 
he  bolted  the  opposition  United  Par- 


ty, which  he  had  represented  in  Par- 
liament for  a  decade,  because  it  did 
not  oppose  the  government  often 
enough.  As  an  alternative,  he  helped 
found  and  fund  the  Progressive  Par- 
ty, which  does  oppose  the  govern- 
ment. The  Progressive  Party  is  no 
roaring  success;  it  has  only  one  elect- 
ed representative  in  Parliament.  But 
its  very  existence  is  a  measure  of  Op- 
penheimer's  courage  and  independ- 
ence in  a  semitotalitarian  society. 

Harry  Oppenheimer's  main  quar- 
rel with  the  South  African  govern- 
ment is  over  the  question  of  apartheid: 


National  Treasure.  In  South  Africa,  gold  mines 
are  run  basically  in  behalf  of  the  state,  which  spec- 
ifies the  grade  of  ore  to  be  mined,  the  level  of  tax- 


ation (as  high  as  66  % ),  even  the  theoretical  rate 

of  return  (10%  to  12%).  Some  mines  even  run  at  a  loss 

because  of  the  foreign  exchange  they  can  earn. 
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the  institutionalized  separation  of 
South  Africa's  various  racial  groups, 
black,  white,  Indian,  colored.  In  a  so- 
ciety that  is  pretty  well  convinced 
that  God  is  on  apartheid's  side,  Op- 
penheimer  does  not  waste  his  time  on 
moral  arguments.  Instead,  he  main- 
tains that  apartheid  is  an  economical- 
ly wasteful  system,  bad  for  the  cor- 
porations that  he  heads  and  bad  for 
the  country  that  he  is  so  passionate- 
ly devoted  to. 

Oppenheimer,  though,  is  no  limou- 
sine leftist.  The  more  radical  students 
in  South  Africa's  universities  find  him 
conservative,  and  argue  that  if  only  he 
dug  in  his  heels  and  those  of  the  cor- 
porations he  heads,  Harry  Oppenhei- 
mer could  single-handedly  topple  both 
apartheid  and  the  government  that 
supports  it.  Indeed,  last  spring,  stu- 
dents marched  through  the  streets  of 
Cape  Town  carrying  Harry  Oppen- 
heimer in  effigy  and  bearing  signs  that 
read  Hunger  Breeds  Hatred,  Give 
Rights  6-  Money,  Don't  Give  to  Charity 
—Pay  a  Decent  Wage. 

True  Opposition? 

The  students  are  on  doubtful 
ground.  Apartheid  has  deep  roots  in 
South  Africa,  and  Oppenheimer,  rich 
though  he  may  be,  is  only  one  man. 
Still,  he  does  not  resent  the  stu- 
dents. "I  don't  resent  criticism,  it  keeps 
you  up  to  scratch,"  says  Oppenhei- 
mer, a  gracious  and  ingratiating  man 
who  is  Chancellor  of  the  University 
of  Cape  Town  as  well  as  South  Af- 
rica's largest  private  employer.  "You 
get  people  who  expect  the  system  to 
be  more  adaptable.  Would  not  we 
shatter  it  to  bits  and  then  remold  it 
nearer  to  the  heart's  desire?— -but  I 
don't  think  an  industrialist  can  quite* 
go  about  things  that  way." 

The  students  overlook  one  thing. 
In  a  country  that  has  earned  the 
world's  opprobrium  for  its  brutal  and 
inhuman  racial  policies,  Harry  Op- 
penheimer and  the  Anglo  American, 
as  he  calls  it,  constitute  the  closest 
thing  to  a  true  opposition  that  South 
Africa  has  today.  Harry  Oppenheimer 
does  not  disagree  with  the  students 
on  the  'need  to  pay  blacks  a  decent 
wage.  Indeed,  a  day  or  so  after  the 
students  marched,  Anglo  American 
announced  that  effective  Apr.  1,  at  a 
cost  of  nearly  $14  million,  it  was 
Voluntarily  raising  wages  an  average 
of  26%  for  the  120,000  underground 
workers  in  Anglo's  11  gold  mines. 

These  wage  increases,  Oppenheimer 
makes  clear,  are  simply  the  first  step 
in  a  systematic  revaluation  of  Anglo's 
entire  black  job  structure.  The  plan 
is  to  develop  a  graduated  income 
scale  that  will  close  the  enormous 
gap  between  the  highest-paid  black 
worker    and    the    lowest-paid    white 
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worker,  thereby  improving  the  blacks' 
opportunities  for  advancement,  and 
so  improve  productivity  in  the  mines. 
What  makes  it  possible,  of  course,  is 
the  currently  high  prices  of  gold  and 
diamonds  in  world  markets. 

This  may  sound  like  common  de- 
cency, but  in  South  Africa  it  has  po- 
litical overtones.  The  fact  is  that 
apartheid  is  more  than  a  reflection  of 
racial  hatred.  It  is  an  economic  policy 
whereby  South  Africa's  4  million 
whites  reserve  the  well-paid  skilled 
jobs  to  themselves  and  prevent  its  17 
million  blacks  from  ever  acquiring  the 
skills  needed  to  compete  for  them. 

But  that  policy  may  be  finally  be- 
ginning to  break  down  both  socially 
and  politically.  Recently  blacks  played 
whites  for  the  first  time  before  mixed 
audiences  at  soccer  (and  lost). 
Black  South  Africans,  who  are  pro- 
hibited even  from  forming  unions, 
much  less  from  striking  for  higher 
wages,  have  nonetheless  been  striking 
for  higher  wages  ever  since  the  first 
of  the  year  and  winning  their  de- 
mands. So  Anglo's  higher  wage  policy 
seems  well  timed  from  both  the  eco- 
nomic and  political  points  of  view. 

Powerful  but  Vulnerable 

As  a  private  person,  Oppenheimer 
does  not  hesitate  to  speak  out  on 
moral  and  political  matters.  This 
spring,  for  instance,  when  the  gov- 
ernment "banned"  a  group  of  dissent- 


ing students,  Oppenheimer  labeled 
the  move  "cruel  and  ruthless,"  a  long 
step  toward  the  creation  of  a  police 
state,  and  called  on  the  public  to  pro- 
test. But  as  chairman  of  Anglo  Ameri- 
can, he  has  been  far  more  discreet. 
Says  he:  "I  wouldn't  hesitate  to  ex- 
press views  as  chairman  of  the  Anglo 
American  that  are  contrary  to  what 
the  government  believes.  But  I  would 
be  rather  careful  to  base  them  on 
economic  considerations." 

For  the  most  part,  the  government 
has  been  equally  correct  in  its  dealings 
with  Anglo  American.  But  the  po- 
tential for  conflict  is  there.  A  few 
years  ago,  South  Africa's  Minister  of 
Mines  &  Planning  warned  Oppenhei- 
mer to  stop  criticizing  apartheid  and 
endorse  the  government's  policy  with- 
in 24  hours.  If  not,  he  said,  he  would 
make  certain  Oppenheimer  "became 
acquainted  with  government  policy  in 
a  tangible  way"— specifically  by  re- 
jecting applications  from  Oppenhei- 
mer's  companies  for  exemptions  from 
the  various  apartheid  regulations.  The 
threat  never  came  to  anything,  but  it 
raised  some  alarming  possibilities.  As 
the  Financial  Mail,  South  Africa's 
leading  financial  journal,  observed  at 
the  time,  the  government  had  other 
weapons  as  well— import  licenses,  for- 
eign exchange  controls,  passports— 
that  it  could  use  to  bring  Oppenhei- 
mer or  any  dissenting  businessman  to 
his  knees. 
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In  his  opposition  to  the  govern- 
ment, Oppenheimer  has  one  great  ad- 
vantage: Anglo  is  the  biggest  single 
private  factor  in  the  South  African 
economy.  Add  up  the  sales  of  all  the 
South  African  companies  that  it  con- 
trols or  otherwise  dominates,  and  you 
get  more  than  10%  of  South  Africa's 
$19.2-billion  gross  national  product. 
Even  more  important,  it  accounted 
for  not  less  than  a  third  of  South  Af- 
rica's exports,  and  thus  helped  finance 
for  the  whites  what  is  certainly  one 
of  the  world's  highest  living  standards. 
Says  Oppenheimer  disarmingly:  "I'm 
not  certain  that,  once  you  get  to  be 
pretty  big  and  pretty  prominent,  your 
best  protection  is  not  to  become  big- 
ger still,  particularly  if  your  views 
are  not  those  of  the  government."  Vis- 
ibility, Oppenheimer  feels,  may  not 
increase  his  vulnerability. 

South  Africa  is  no  country  for  a 
moralist:  Refuse  to  exploit  black  la- 
bor, and  you  create  unemployment. 
Pay  an  adequate  wage,  and  you  may 
put  yourself  out  of  business.  Invest 
in  the  country,  and  you  finance  the 
maintenance  of  apartheid.  Refuse  to 
do  so,  and  you  may  damage  an  econ- 
omy in  which  blacks  are  always  far 
more  vulnerable  than  whites.  Harry 
Oppenheimer  has  been  pragmatic 
enough,  heartless  enough,  compas- 
sionate enough  to  be  able  to  choose 
among  evils:  to  pursue,  within  the 
discipline  of  capitalist  economics,  hu- 
manitarian goals. 

For  the  fact  is  that,  for  all  his  op- 
position to  apartheid,  Harry  Oppen- 
heimer and  the  Anglo  group  are  not 
only  practitioners  of  apartheid  in  some 
of  its  worst  forms,  they  have  also 
continued  to  profit  from  it. 


Mining  Elite.  The  gold  mines 
have  had  to  scour  all  of 
southern  Africa  in  their  search 
for  labor.  But  not  the  diamond 
mines.  The  pay  is  a  lot  better, 
for  one  thing,  and  so  are  the 
working  conditions.  Compared 
with  the  mile-deep  gold  mines, 
for  example,  the  relatively 
shallow  diamond  mines  are  com- 
fortably cool.  As  a  result, 
DeBeers  uses  native  South  Af- 
rican labor  exclusively,  and  in 
effect  is  even  able  to  hire  its 
workers  at  the  mine  gate.  Found 
in  great  cylinders  of  bluish  ore, 
known  as  kimberlite, 
diamonds  also  require  a  lot  less 
labor  than  gold  to  mine,  so  that 
DeBeers,  with  little  more  than 
7  0%  as  many  workers, 
probably  generates  nearly  as 
much  profit  as  all  1 1  of  Anglo 
American's  gold  mines  do. 


Gold  and  diamonds,  after  all,  are 
the  foundation  of  the  Oppenheimer 
fortune— and  it  was  the  gold  and  dia- 
mond mines  that  a  century  ago  cre- 
ated South  Africa's  present  pattern  of 
racial  discrimination:  unskilled  tribes- 
men coming  in  from  their  kraals  to 
work  for  short  periods  in  the  mines; 
skilled  white  supervisors  living  with 
their  families  near  the  mines.  Out  of 
this  came  the  South  African  distinc- 
tion between  black  muscle  and  white 
skills,  between  white  areas  and 
black  areas,  with  black  migrator)'  la- 
bor oscillating  in  between. 

This  pattern  has  since  been  solidi- 
fied by  law.  The  mines  today  live  off 
the  hundreds  of  thousands  of  low- 
paid,  largely  unskilled  workers  who 
leave  their  families  in  the  tribal  home- 
lands and  come  to  the  mines.  There, 
under  contract,  they  live  in  barracks- 
like  compounds  (see  box,  p.  41). 
Under  penalty  of  law  they  must  stay 
there  until  their  contracts  are  fulfilled, 
and  then  must  leave  at  least  once 
every  12  months  to  assure  that  they 
do  not  become  permanent  residents. 
In  legal  terms,  they  are  treated 
not  as  citizens  but  as  draft  animals. 

Under  these  conditions,  it  is  hardly 
surprising  that  productivity  remains 
low.  Even  if  a  worker  does  come  back 
to  the  mines— and  most  of  them  do 
eventually— he  may  well  come  back 
to  some  other  company's  mine,  and 
he  has  probably  been  away  so  long 
he  has  to  be  retrained.  The  average 
South  African  gold  miner  turns  out 
less  than  1  ton  per  man  shift.  Ry  con- 
trast, the  average  U.S.  miner  pro- 
duces 2.5  to  3  tons  and  the  differ- 
ence is  not  solely  a  matter  <>l  mech- 
anization. 


In  the  Fifties,  when  Anglo  American 
was  opening  up  the  Orange  Free 
State  gold  fields,  Sir  Ernest  Oppen- 
heimer, Harry  Oppenheimer's  father, 
sought  to  stabilize  the  work  force  by 
establishing  villages  near  the  mines 
where  married  workers  could  live 
with  their  families.  Rut  the  govern- 
ment knocked  that  proposal  down. 
His  son's  alternative  is  simple:  Raise 
wages  for  black  workers,  provide  op- 
*  portunities  for  advancement— provide, 
in  short,  a  motivation  for  them  to  pro- 
duce—and productivity  will  take  care 
of  itself. 

Rut  there  are  economic  limits. 
Without  the  availability  of  low-cost 
labor,  much  of  South  Africa's  gold 
mining  industry  would  probably  shut 
down.  South  Africa's  gold  reserves 
consist  of  low-grade  ore,  which  often 
occurs  in  seams  so  thin— 4  inches  or 
even  less— that  it  is  not  economic  to 
mine  it  mechancially.  It  can  be  re- 
covered, if  at  all,  only  by  low-cost 
hand  labor. 

The  South  African  government  rig- 
idly controls  the  mining  industry 
and  depends  on  it  for  much  of  its 
tax  revenue  and  for  balancing  its  in- 
ternational payments  deficits.  Natural- 
ly the  government  strives  to  keep  the 
mines  running  as  long  as  possible.  A 
too-humanitarian  approach  to  mine 
labor  might  shut  down  many  mines. 
Even  low-cost  labor  was  not  enough 
to  keep  some  mines  running  during 
the  period  prior  to  1972  when  the 
gold  price  was  fixed  at  $35  an  ounce. 
In  the  late  Sixties,  no  fewer  than  18 
of  South  Africa's  60  working  gold 
mines  would  have  shut  down  but  for 
government  subsidies. 

Wages  &  Means 

In  making  its  April  wage  increase, 
nobody  at  Anglo  American  makes  any 
claims  that  it  was  a  noble  act.  It  was 
simply  a  wage  increase  that,  given 
the  rise  in  the  cost  of  living,  was 
long  overdue.  Mine  wages  are  low  in 
relation  to  industrial  wages  paid  in 
South  Africa,  low  in  relation  to  wages 
paid  in  the  mines  in  Swaziland  or 
Zambia  or  Rotswana,  low  in  relation 
to  what  DeReers  pays  in  its  diamond 
mines.  They  are  so  low,  in  fact,  that 
the  gold  mining  industry  has  to  recruit 
nearly  80%  of  its  labor,  not  from 
South  Africa  itself,  but  from  neigh- 
boring and  far  poorer  countries  like 
Mozambique,  Malawi  and  Lesotho, 
where  a  rand  goes  farther  than  it 
does  in  South  Africa. 

Before  the  April  wage  increase, 
Anglo  was  paying  its  black  miners 
an  average  of  $37.50  a  month,  plus 

food,  shelter  and  services  valued  at 
$37.50,  altogether  $75  a  month.  Tins 
is    maybe    L05I    more    than    oilier    gold 

mines  pay.  Rut  the  currenl   survival 
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Helpmeet.  Harry  O  bounces  his 
best  and  worst  ideas  off  his  capable 
wife,  bright,  brisk  Bridget 
McCall,  whom  he  married  in  1943 
and  who  bore  him  a  daughter, 
Mary,  and  a  son,  Nicky. 

level  for  a  family  of  six  is  $120  a 
month.  By  contrast,  the  average  white 
miner  earns  $600  a  month,  16  times 
the  black  cash  average. 

At  DeBeers— where  labor  costs  are 
not  the  critical  factor  they  can  be  in 
gold  mining— Oppenheimer  has  always 
paid  significantly  higher  wages  than 
the  gold  mining  industry  has,  so  much 
higher  in  fact,  that  he  has  never  had 
to  go  out  and  recruit  labor.  At  De- 
Beers,  the  average  black  wage  runs* 
around  $82.50  a  month  (before  a  20% 
increase  Apr.  1 )  plus  what  amounts  to 
another  $15  for  various  services,  $97.50 
altogether,  vs.  an  average  white  wage 
of  around  $480. 

The  disparity  between  black  and 
white  wages  in  the  gold  mining  in- 
dustry is  not  maintained  primarily  by 
the  job  reservation  laws  that  reserve 
certain  jobs  to  whites,  or  sometimes 
even  to  coloreds  or  Indians.  There  are 
in  fact  relatively  few  jobs  in  the  gold 
mines  legally  reserved  to  whites- 
blasting  is  one  of  them— but  there  are 
large  numbers  of  jobs  reserved  to 
whites  by  tradition  and  by  formal 
agreement  with  the  white  unions. 
"Mining  is  South  Africa's  oldest  in- 
dustry," says  Oppenheimer,  "and  the 
idea  of  what  is  a  white  man's  job 
is  fossilized  in  ways  it  is  not  in  newer 
industries." 

In  launching  its  Highveld  Steel  op- 
eration, for  instance,  Anglo  was  able 
to  negotiate  its  way  around  both  the 
job   reservation    laws    and    the    labor 


union  traditions  to  open  up  now  skills 
and  job  opportunities  to  black  work- 
ers. Blacks  were  permitted  to  become 
crane  drivers,  for  instance,  for  the  first 
time.  Oppenheimer  now  hopes  to  strike 
the  same  sort  of  bargain  with  the 
white  mine  unions— offering  higher 
wages  in  return  for  permitting  blacks 
to  take  on  some  of  the  less  skilled 
elements  of  white  jobs.  "I  hope," 
Harry  Oppenheimer  says,  "that  they 
may  be  prepared  to  agree  to  better 
use  being  made  of  black  labor  in  con- 
sideration of  undertakings  which  pro- 
tect their  standards  and  also  their  se- 
curity and  tenure." 

South  Africa's  ultraright-wing  Mine 
Workers  Union  may  not  prove  as 
tractable  as  Oppenheimer  hopes.  The 
high  level  of  white  wages  is  the  result 
of  an  artificially  produced  shortage  of 
skills— too  few  whites  available  to  per- 
form jobs  that  only  whites  can  per- 
form. Imagine  a  situation  where  out- 
side contractors  hire  away  your  elec- 
tricians at  higher  wages  and  then  con- 
tract them  back  to  you  at  even  higher 
wages  still,  and  you  will  understand 
why  apartheid  stands  so  firm  and  why 
it  has  drawn  its  continuing  support 
from  all  segments  of  the  white  popu- 
lation: For  whites  the  economic  bene- 
fits it  confers  are  huge. 

Home  Away  from  Home  ■ 

In  the  best  of  them,  you  may  imag- 
ine at  first  glance  that  you  have  wan- 
dered into  some  South  African  Holi- 
day Inn.  It's  all  there:  gardens  and 
palm  trees  and  swimming  pools.  But 
they  are  prisons,  too.  Because  once 
the  workers  enter  one  of  these  hostels 
they  are  not  permitted  to  leave,  with- 
out permission,  during  the  entire 
length  of  their  stay,  which  may  run 
as  long  as  a  year.  To  do  so,  in  fact,  is 
a  criminal  act,  a  violation  of  the  law. 

This  is  the  ugly  side  of  South  Af- 
rica's mining  industry,  though  the  ug- 
liness is  carefully  cosmeticized.  These 
compounds  are  voluntary  concentra- 
tion camps.  Entering  them  is  the  price 
the  toiling  blacks  must  pay  in  order 
to  feed  their  families. 

The  size  of  the  compounds  varies 
with  the  size  of  the  mining  venture 
they  support,  ranging  from  maybe  400 
men  at  DeBeers'  Finsch  diamond 
mine  to  as  many  as  27,000  at  Vaal 
Reefs,  soon  to  become  South  Africa's 
largest  gold  producer.  The  Finsch 
compound  is  perhaps  ten  acres  in 
area,  surrounded  like  all  the  other 
compounds  in  the  diamond  industry 
by  a  high  barbed-wire  fence.  The 
barracks  in  which  the  men  live  are 
antiseptically  neat,  divided  into  rooms 
perhaps  15  by  20  feet,  which  in  turn 
are  broken  in  half  by  three  bays,  each 


Willi  gold  prices  soaring,  Anglo 
now  has  the  chance  to  do  much  more 
for  its  blacks— a  consequence  that  the 
world's  gold  bugs  and  the  gnomes  of 
Zurich  hardly  foresaw.  South  African 
producers  sell  their  output  to  the 
South  African  Reserve  Bank,  which 
takes  it  at  the  monetary  price— $42.22 
an  ounce  currently.  But  the  bank  also 
compensates  producers  beyond  that 
to  the  extent  that  it  sells  gold  on  the 
free  market,  and  right  now  with  the 
free  market  up  to  $127,  it  is  selling 
virtually  all  the  industry  produces. 

As  a  result,  Anglo  probably  has  the 
capability  of  doubling  its  black  wages 
without  any  strain,  provided  it  can 
win  some  productivity  gains  in  the 
process.  "During  the  time  when  the 
price  of  gold  remained  fixed,"  Harry 
Oppenheimer  says,  "the  gold  mines 
had  been  under  tremendous  pressure 
to  keep  their  costs  down.  This  has 
now  been  relieved,  and  we  can  do 
something." 

The  question,  of  course,  remains: 
How  much  will  Anglo  do  for  its  black 
workers?  As  inflationary  pressures 
keep  the  prices  high  for  what  South 
Africa  produces,  who  within  the 
country  will  reap  the  fruits?  The  al- 
ready high-living  whites?  The  South 
African  government?  The  company  it- 


containing  four  bunks.  Finsch  is  some- 
thing of  a  showplace.  But  in  some 
mines  the  men  are  housed  16,  20, 
even  60  and  90  to  a  room.  In  theory, 
alcohol  and  women  are  strictly  forbid- 
den. Gambling  is  the  only  officially 
permitted  vice,  though  in  the  big 
compounds  in  the  gold  fields  all  the 
more  sordid  vices  abound— sodomy, 
prostitution,  drugs— commercialized  by 
fairly  well-developed  Mafia-style 
gangs.  Which  is  why  the  closed  com- 
pounds of  the  diamond  mines  are  rela- 
tively popular.  The  men  are  protected 
from  the  temptations  of  the  city  and 
are  generally  able  to  carry  a  greater 
proportion  of  their  earnings  back 
home  with  them. 

These  hostels  are  generally  known 
as  single  men's  compounds,  but  their 
inhabitants  are  anything  but  single 
men.  They  have  left  their  wives  and 
children  at  home  to  eke  out  what  liv- 
ing they  can  from  the  soil.  And  it  is 
this  that  evokes  the  black  Africans' 
most  deeply  felt  objection  to  apart- 
heid—not the  pass  laws  or  the  segre- 
gated facilities,  but  a  labor  system 
that  cruelly  separates  men  from  their 
families  and  threatens  to  create  a  pop- 
ulation of  rootless  immigrants.  And  all 
the  swimming  pools  and  flower  gar- 
dens and  playing  fields  in  the  world 
are  not  enough  to  alter  that. 
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self?   Or   the   poor   blacks   on   whose 
backs  the  whole  structure  rests? 

Human  Limits 

How  does  one  judge  a  Harry  Op- 
penheimer?  By  purely  humanitarian 
standards  he  is  supporting  an  iniqui- 
tous system,  based  on  human  exploi- 
tation and  denial  of  the  basic  rights  of 
man.  That  is  one  way  of  looking  at 
things.  But  there  is  another  side.  Black 


African  poverty  is  a  fact  of  life,  and 
no  amount  of  goodwill  will  wish  it 
away.  Working  within  a  system  that 
is  beyond  his  power  to  transform,  Op- 
penheimer  is  providing  the  jobs  which 
keep  the  mine  workers  and  their  fam- 
ilies alive.  He  is  pushing,  tactfully 
but  persistently,  to  make  the  system 
more  humane.  He  tells  the  whites:  It 
is  in  your  own  interests  to  raise  up 
the  blacks. 


What  are  the  alternatives  to  grad- 
ual reform?  A  violent  revolution?  Not 
in  the  near  future.  The  whites  are 
too  numerous— 4  million  out  of  21  mil- 
lion; they  have  all  the  arms;  they 
have  all  the  technology. 

In  this  situation,  Harry  Oppenhei- 
mer  speaks  for  an  evolution  whose 
pace  certainly  will  not  satisfy  every- 
body. But  how  fast  can  South  Africa 
go?  How  fast  can  any  society  go? 


Anglo  American  Corp. 


Here's  a  company  with  problems  the  size  of  a 
continent  and  with  opportunities  to  match. 


By  anybody's  standakds,  Anglo 
American  Corp.  of  South  Africa  Ltd. 
is  big;  by  South  African  standards, 
it  is  gargantuan.  Its  130  million  ordi- 
nary shares,  available  in  the  U.S.  as 
American  Depository  Receipts,*  re- 
cently sold  around  $11,  giving  the 
company  a  total  market  value  of 
around  $1.4  billion.  Earnings,  52  cents 
a  share,  came  to  $68  million  last  year. 
Cash  flow,  while  impossible  to  cal- 
culate, is  clearly  immense. 

Using  this  cash  flow,  Chairman 
Harry  Oppenheimer  (see  preceding 
story)  has  moved  Anglo  American  be- 
yond its  original  diamond,   gold  and 

•Certificates  attesting  that  foreign  stock  certificates 
have  been  deposited  with  a  foreign  branch  or  custodian 
of  a  U.S.  bank.  In  short,  stock  ownership,  once  re- 
moved. 


copper  businesses  into  a  wide  range  of 
new  ones  like  steel  and  paper,  cashew 
nuts,  real  estate,  construction  and 
automobile  retailing.  In  the  U.S., 
Anglo  now  controls  Engelhard 
Minerals  &  Chemicals;  in  Canada, 
Hudson  Bay  Mining  &  Smelting;  and 
in  the  United  Kingdom,  Charter 
Consolidated. 

With  Anglo's  rich  stake  in  the 
minerals  of  the  earth  and  with  its 
knowhow,  it  would  be  hard  to  visual- 
ize a  more  perfect  inflation  hedge 
than  this  company.  And  yet  its  stock 
has  not  been  doing  well  of  late.  The 
ADRs,  which  sold  as  high  as  12%  in 
1969,  recently  were  quoted  at  11. 
This  at  a  time  when  gold  mining 
stocks  have  been  soaring  worldwide, 


and  when  diamond  prices  have  been 
going  straight  up. 

Anglo's  stock  has  been  the  victim 
of  some  skepticism,  partly  in  London, 
about  the  developing  political  situa- 
tion in  South  Africa.  Is  the  worry  jus- 
tified? In  part,  probably  yes.  Neverthe- 
less, Anglo  American  can  hardly  fail 
to  be  an  intriguing  candidate  for  long- 
term  investment. 

A  self-deprecating  and  determined- 
ly charming  man,  with  twinkling  eyes 
and  a  quick,  melting  smile,  Harry 
Oppenheimer  has  gradually  emerged 
from  the  shadow  of  his  father,  Sir 
Ernest  Oppenheimer,  and  transformed 
Anglo  American  into  very  much  his 
personal  instrument.  Anglo  was  in 
its  inception  a  family  company,  and 
Harry  Oppenheimer  has  cultivated  a 
family  feeling  and  knowledge  of  one 
another  among  his  executives.  "Just 
think  of  us  as  the  Mafia,"  says  one, 
"and  Harry  as  the  Godfather." 

The  analogy  is  an  apt  one.  Known 
variously  as  The  Chairman,  Harry  O, 
Harry  and  HFO,  Harry  Oppenhei- 
mer has   surrounded  himself  with   a 


Blood  &  Money.  On  Mar.  21 ,  I960  a  group  of  blacks 
gathered  before  the  police  station  in  Sharpeville  to  protest 
the  pass  laws.  At  7  -.40  p.m.  75  members  of  the  South 
African  police  force  fired  700  shots  into  the  crowd,  killing 
69  and  wounding  7  80.  The  shots  were  heard  round  the 


world,  and  for  four  years  thereafter  foreign  capital  fled  the 
country— despite  the  imposition  of  exchange  controls. 
Internally,  capital  spending  stopped,  and  so  did  consumer 
buying.  By  1 965  the  worst  was  over,  and  South  Africa 
has  been  careful  to  avoid  any  further  Sharpevilles. 
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Put  your  president  on  the  carpet 


Sony's  magic 
carpet  machine. 
It  can  deliver 
your  president's 
message 
throughout  your 
company  faster 
and  more 
effectively  than 
any  other  method. 


Now  you  can  deliver  your  president— 
with  his  personal  conviction- 
right  to  the  people  he  needs  to  convince: 
sales  people,  dealers,  customers,  investors. 
And  you  can  do  it  with  the 
Sony  U-Matic  Color  Videocassette  System. 

Put  your  president  on  videocassettes 
With  a  Sony  Videocassette  Recorder. 
In  color  or  black  and  white. 
In  two-track  sound.  And  duplicate  him  on 
as  many  copies  as  you  need,  to  be  shipped 
to  any  location  you  designate. 
Safely.  Quickly.  Economically. 
To  be  played  on  easy-to-operate 
Sony  Videocassette  Players. 

Let  Sony  show  you 
how  your  VIP's  can  be  anywhere, 
anytime,  whenever  there's  a  need 
for  "A  Message  From  Management" 
Mail  the  coupon  today. 
It's  your  first  step 
on  the  Sony  magic  carpet  machine. 

Sony.  Ask  anyone. 


SONY- 


SN-121 


Sony  Corporation  of  America 
Video  Products  Dept.  FBS-063 
47-47  Van  Dam  Street 
Long  Island  City,  N.Y.  11101 

Gentlemen:  I'd  like  to  learn  more  about  the  Sony 
U-Matic  Color  Videocassette  System.  Please  send 
information  to: 
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All  TV  reception  simulated 


Sony  IE^  Color 
Videocassette 

System. 


r 


WEjk 


Awe 


•  :* 


After  considering  the  alternatives,  top  management  at  Saks  Fifth  Avenm 


So  shortly  thereafter,  they  came  to 
Bankers  Trust. 

And  we  fixed  them  up  with  the  latest 
addition  to  our  Account  Reconcilia- 
tion Service  for  companies: 

Check  Retention. 

Instead  of  using  expensive  office 
space  as  a  check-room  for  their  checks, 


we  store  the  checks.  On  microfilm. 

Instead  of  sending  out  search  parties 
to  retrieve  a  check,  we  find  it  for  them. 
And  then  mail  them  a  photocopy  with- 
in 48  hours. 

Instead  of  tearing  their  hair  out 
worrying  about  losing  important 
checks,  we  see  to  it  that  they  have 


absolutely  nothing  at  all  to  worry  about . 

Naturally,  these  "instcads"  save  Saks 
Fifth  Avenue  time  and  money.  Not  to 
mention  a  few  migraines  to  boot. 

And,  if  you  issue  25  thousand  checks 
or  more  a  year,  they  can  save  the  same 
things  for  you. 

Our  charges  are  surprisingly   lov 
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decided  that  a  more  efficient  method  of  check  retrieval  might  be  in  order. 


Our  reliability,  ^on  the  other  hand,  is 
astronomical:  We've  never  failed  to 
come  up  with  a  photocopy  when  a  cus- 
tomer asked  for  it— and  we  handled 
over  twelve  million  checks  last  year! 

Quite  frankly,  just  about  every  ma- 
jor bank  can  reconcile  your  checking 
account.  (Us  better  than  most,  we  feel. 


But  that's  an  entire  ad  in  itself.)  Very 
few  banks,  however,  can  retrieve  your 
checks  for  you. 

And  that's  what  really  sets  us  apart 
from  most  banks. 

If  any  of  this  sounds  interesting, 


write  or  call  Pat  McAndrew,  Vice  Pres- 
ident, Bankers  Trust  Company,  1775 
Broadway,  New  York,  N.Y.  10019,  area 
code  (212)  692-2250. 

Or  get  in  touch  with  your  Bankers 

Trust  representative. 


You'll  find  Check  Retention  at  Bankers  Trust 

Member  Federal  Dcposii  Insurance  Corporation     ©Bankers  Tnjsi  Company 
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a  welcome  extra 


in  cost-per- 


plans: 


simplicity. 


MONTHLY  VOLUME 

COST  PER  COPY 

1st  50,000  Copies 

20 

2nd  50,000  Copies 

10 

Next  100,000  Copies 

1/20 

Everything  over 
200,000  Copies 

.30 

True,  American  ingenuity  did  crackthe  Imperial  Code 
during  World  War  II.  But  asking  today's  businessmen 
to  decipher  some  of  the  cost-per-copy  plans  now  on 
the  market  is  a  bit  much. 

So  Multigraphics  now  introduces  a  cost-per-copy 
plan  totally  devoid  of  its,  ors,  and  buts.  Your  costs 
per  copy  will  be  just  as  you  see  them  here,  plus  the 
cost  of  the  bond  paper  you  use. 

The  unit  around  which  we've  built  this  simple  plan 
is  the  most  versatile  in  the  industry:  the  well-estab- 


lished Multigraphics  Total  Copy  System.  It  turns  orig- 
inals to  copies,  continuously  and  automatically,  at 
speeds  up  to  154  copies  a  minute.  And  the  plan  also 
provides  a  convenience  copier  to  handle  short  runs. 

The  only  other  thing  to  tell  you  about  our  new  plan 
is  it  can  save  you  a  lot  of  time  and  cash. 

Now  it's  up  to  you.  Call  your  local  Multigraphics 
representative  or  write  Dept.  M,  1800  W.  Central 
Road,  Mt.  Prospect,  III.  60056.  We'll  bring  over  our 
simple  agreement  form. 

We  make  you  look  better  on  paper. 


MULTIGRAPHICS 


DIVISION  OF  ADDRESSOGRAPH  MULTIGRAPH  CORPORATION 


group  of  youngish,  highly  sophisti- 
cated executives— creative,  imagina- 
tive people  whose  major  function  is  to 
provide  the  ideas  that  will  propel 
Anglo  American  into  the  future. 

I  fairy  Oppenheimer  makes  no  pre- 
tense, however,  that  the  restructuring 
that  Anglo  American  has  undergone 
over  the  past  decade  or  so  was  the 
result  of  any  preestahlished  plan. 
Quite  the  contrary.  It  was  under- 
taken expediently,  almost  extempora- 
neously, under  the  relentless  pressure 
of  trying  to  find  ways  and  means  of 
reinvesting  Anglo  Amercian's  enor- 
mous cash  flow. 

During  the  Fifties,  Anglo  had  been 
pouring  vast  sums  into  the  develop- 
ment of  a  group  of  new  gold  mines 
in  the  Orange  Free  State,  something 
like  $500  million.  In  the  late  Fifties, 
as  the  mines  came  into  production 
and  began  throwing  off  cash,  Anglo 
was  hard  put  to  know  what  to  do 
with  it.  At  that  time  at  least,  the  op- 
portunities in  either  gold  or  diamonds 
seemed  limited.  Outside  South  Af- 
rica the  opportunities  were  far  greater, 
and  in  the  Sixties  a  number  of  great 
international  mining  companies 
emerged:  American  Metal  Climax  and 
American  Smelting  &  Refining  in  the 
U.S.,  Rio  Tinto-Zinc  in  Britain.  But 
Anglo  American  was  not  among  them. 

At  a  critical  moment  in  mining  his- 
tory, Anglo  was  prohibited  from  ex- 
panding on  an  international  scale. 

No  Way  Out 

In  1960  the  Sharpeville  massacre 
triggered  a  massive  outflow  of  capi- 
tal from  South  Africa.  The  govern- 
ment slapped  on  exchange  controls. 
Henceforward,  Anglo  could  not  in- 
vest or  borrow  or  even  reinvest  out- 
side South  Africa  without  permission 
from  the  South  African  Reserve  Bank" 

In  1965  Anglo  attempted  to  find 
another  way  out  by  merging  three 
London-based  investment  companies 
it  dominated  to  form  Charter  Consol- 
idated. But  no  sooner  had  Charter 
been  formed  than  the  British  govern- 
ment imposed  exchange  controls  of 
its  own,  and  Anglo  again  was  stymied. 

Anglo's  exchange  control  problem 
varied  with  South  Africa's  monetary 
reserve'  position.  In  1962  Anglo  was 
able  to  borrow  $20  million  in  New 
York  to  finance  the  purchase  of  Hud- 
son Bay  Mining,  and  later  it  was  per- 
mitted to  buy— for  cash-a  controlling 
interest  in  Engelhard  Minerals  & 
Chemicals.  All  told,  it  has  also  been 
permitted  to  export  $29  million  for 
prospecting  in  Australia.  But  only 
prospecting.  Anglo  is  not  free  to  buy 
shares  in  existing  companies,  and  it 
would  probably  have  been  unable  to 
take  a  position  in  one  of  Australia's 
big  iron  ore  projects,  say,  even  if  the 


company    had    had    the    opportunity. 

But  Anglo  came  late  to  the  interna- 
tional scene.  Hudson  Bay  Mining 
proved  a  solid  moneymaker,  but  it 
afforded  no  base  for  a  major  expan- 
sion in  Canada,  and  Anglo's  subse- 
quent bid  for  a  major  interest  in  the 
Mclntyre  Porcupine  group  of  compa- 
nies was  blocked  by  Superior  Oil.  A 
move  into  Malaysian  tin  was  success- 
ful, but  not  significant.  A  big  copper 
mine  in  Mauretania  developed  met- 
allurgical problems,  and  an  even  big- 
ger potash  project  in  Yorkshire  has 
had  both  financing  and  construction 
problems.  To  date  neither  has  earned 
a  cent  on  the  $170  million  invested. 

So  the  millions  the  Anglo  group 
has  spent  on  exploration— $45  or 
more  million  a  year,   HFO  guesses— 


have  yielded  very  little.  Oppenheimer 
in  any  case  still  believes  wholeheart- 
edly in  exploration,  and  so  does  Dep- 
uty Chairman  William  D.  Wilson. 
"It's  easy  to  shut  down  these  activities 
and  save  millions,"  he  says,  "but  you 
may  be  cutting  your  own  throat.  You 
only  have  to  have  one  success  to  repay 
tremendous  budgets." 

In  the  circumstances,  Anglo  has 
had  little  choice  but  to  beat  the  bush- 
es for  opportunities  in  South  Africa 
itself.  With  all  that  cash  coming  in, 
investment  flowed  into  nooks  and 
crannies  of  the  entire  South  African 
economy:  on  an  operating  basis,  into 
construction,  real  estate,  agriculture, 
auto  dealerships,  even  computer  ser- 
vices; on  a  portfolio  basis,  into  every- 
thing under  the  sun.  Some— like  South 


Oppenheimer  Center.  Johannesburg  is  no  backwoods  mining  camp,  but  a 
thriving  metropolis,  and  its  most  ambitious  development  is  Anglo's  huge 
Carlton  Center  designed  by  the  U.S.  firm  of  Skidmore,  Owings  &  Merrill. 
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African  Breweries— paid  off  handsome- 
ly. Others— like  a  fishing  venture  in 
Mozambique— did  not. 

But  these  were  sidelines,  nothing 
more.  "We  like  to  do  things  that  are 
hig  and  difficult,"  Harry  Oppenhei- 
mer  says  "If  we  go  into  a  new  field, 
we  like  if  possible  to  go  into  some- 
thing which  has  in  it  the  seeds  of  ex- 
pansion. We  don't  like  to  make  ac- 
quisitions. Making  acquisitions  isn't 
really  very  amusing.  I  like  to  be  in 
things  where  you  have  a  possibility 
of  continuing  investment,  because  it's 
much  more  difficult  to  find  good  busi- 
ness than  it  is  to  find  money." 

Highveld  Steel  &  Vanadium  was  one 
answer,  and  everyone  in  the  group 
considers    it    a    magnificent    achieve- 


ment. The  project,  which,  cost  $185 
million,  has  made  Anglo  one  of  the 
world's  largest  vanadium  producers 
and  it  involved  the  very  difficult  tech- 
nical feat  of  producing  both  steel  and 
vanadium  from  the  same  ore,  an  es- 
sential element  in  its  economics. 

Highveld  was  undertaken  in  com- 
petition with  a  government  monopoly 
in  steel,  rigid  government  price  con- 
trols, lower  production  costs  at  the 
government  mills  and  frank  disap- 
proval by  the  government  at  Anglo's 
determination  to  enter  the  industry. 
"They  certainly  thought  they  had  pre- 
empted our  going  into  steel  in  a  major 
way,"  Oppenheimer  says,  "but  we 
thought  it  good  business,  and  we  were 
not  prepared  not  to  do  good  business 


Empire  Builder.  Cecil  John  Rhodes'  dreams  of  British  hegemony  from  Cairo  to 
Cape  Town  have  come  to  dust,  but  in  Africa  Rhodes  built  more  than  political 
empires.  In  the  Eighties  and  Nineties  he  brought  virtually  the  entire  diamond 
mining  industry  together  under  the  aegis  of  DeBeers  Consolidated  Mines;  went 
on  to  found  what  is  now  Consolidated  Gold  Fields,  South  Africa's  second- 
largest  gold  producer  and  Rhodesia's  British  South  Africa  Co.,  now  Charter  Con- 
solidated; and  gradually  spread  out  across  the  whole  South  African  economy- 
explosives,  coal  mining,  even  agriculture.  To  most  of  these  ventures,  Anglo  Ameri- 
can has  fallen  heir,  including  one  of  Rhodes'  last— the  fruit  farms  in  the  Cape 
Province,  which  he  launched  in  the  conviction  that  South  Africa  must  diversify 
its  agriculture  as  it  was  diversifying  its  industry.  In  Anglo  American,  Rhodes'  im- 
perialism has  lost  its  overt  political  edge,  but  it  has  lost  none  of  his  vision  of 
the  constructive  role  business  could  play  in  building  southern  Africa. 


because  the  government's  quasimo- 
nopoly  had  been  established  in  steel." 

In  fiscal  1973,  five  years  after  it 
got  into  production,  Highveld  has 
finally  made  its  first  normal  profit- 
about  $10.5  million,  or  a  return  of 
about  5.7%  on  its  total  investment. 
This  should  improve  as  Highveld  ex- 
pands capacity  by  25%  for  a  mere  10% 
increase  in  its  investment,  but  the 
profit  prospects  for  steel,  particularly 
■4  given  the  government's  determination 
to  keep  prices  low,  are  not  all  that 
bright.  Highveld  may  eventually  earn 
the  12%  or  more  its  promoters  en- 
visioned—a spectacularly  good  return 
in  steel,  but  that's  not  likely  any  time 
soon.  "I  don't  think,"  says  one  former 
Highveld  executive,  who  regards  the 
whole  thing  as  basically  a  challenge 
to  the  government's  monopoly,  "they 
ever  expected  to  earn  much  of  a 
return." 

Somewhat  more  promising  is 
Anglo's  recent  effort  to  build  an  in- 
tegrated forest  products  operation  in 
the  Weyerhaeuser  pattern,  spreading 
out  from  timber  into  lumber,  ply- 
wood and  specialty  wood  products  on 
the  one  hand,  and  into  printing  and 
fine  papers  on  the  other.  To  accom- 
plish this,  Anglo  has  acquired  timber- 
land    valued    at    $90    million    or   so, 


and  in  partnership  with  Bovvater,  laid 
out  another  $87  million  on  a  new  mill 
near  Durban.  Anglo  expects  a  world- 
wide shortage  of  wood  fiber  to  de- 
velop, so  it  figures  long  term  it  can 
hardly  lose.  So  far  the  returns  have 
been  small,  but  Chris  Griffith,  who 
oversees  this  and  many  of  Anglo's 
other  industrial  ventures,  points 
out:  "Anglo  looks  for  a  good  return  as 
rapidly  as  possible,  but  it  does  have 
the  capability  of  holding  its  breath 
in  the  development  of  a  project."  The 
same  may  be  true  with  Highveld. 

Anglo's  third  major  project  is  the 
Carlton  Center,  an  ambitious  Rocke- 
feller Center-style  project  nearing 
completion  in  Johannesburg.  In  the 
ten  years  since  the  project  got  under 
way,  its  capital  costs  have  soared  from 
$87  million  to  nearly  $130  million, 
and  it  has  yet  to  yield  a  cent  of 
profit  and  may  not  do  so  for  some 
time  to  come.  "You've  got  great  ap- 
preciation in  the  buildings,"  says  An- 
glo Executive  Director  Gordon  Wad- 
dell,  "and  the  money's  trapped,  it's 
not  devaluating  as  you  go  along. 
It'll  be  a  success." 


Maybe  so.  But  at  this  point,  it's 
clear  that  Anglo's  industrial  ventures 
are  not  yet  pulling  their  weight,  and 
it  is  far  from  clear  when  they  will. 
Last  year,  a  normal  year,  they  con- 
stituted 21%  of  the  value  of  Anglo's 
total  investment,  and  yielded  only  14% 
of  its  total  net  income. 

African  Opportunities 

In  the  last  few  years,  however, 
Anglo's  reinvestment  problem  has  be- 
gun to  solve  itself,  thanks  to  rising 
gold  and  diamond  and  other  mineral 
prices.  The  abandoned  Koffyfontein 
diamond  mine,  reopened  at  a  cost  of 
$20  million,  has  proved  an  unexpected 
bonanza.  Another  winner  is  the  $32 
million  Orapa  mine  in  Botswana.  Less 
promising  is  Amax'  $100-million 
Pikwe-Silebe  nickel-copper  project  in 
Botswana  in  which  Anglo  has  a  30% 
interest,  but  costs  have  already  out- 
run their  original  estimates  by  70%. 
And  for  the  future,  there  are  very 
promising  new  diamond  prospects  in 
Botswana,  others  in  Brazil,  Angola 
and  Mozambique,  and  even  rumors 
that  the  famed  Kimberley  mine  may 


be  reopened  after  59  years.  "If  you 
have  the  skills  and  look  in  the  right 
places,"  says  Oppenheimer,  "if  you  go 
shoot  elephants  in  elephant  country, 
I'm  reasonably  optimistic." 

Beyond  this,  there  are  certain  to 
be  major  investment  opportunities 
shaping  up  in  those  countries  that  lie 
just  beyond  Anglo's  South  African 
orbit— the  underdeveloped  countries 
of  black  Africa,  which  Oppenheimer 
believes,  it  is  uniquely  equipped  to 
serve.  Won't  the  black-ruled  countries 
keep  this  apartheid-practicing  com- 
pany out?  "You  have  to  confine  your- 
self," Oppenheimer  replies,  "to  doing 
the  one  thing  that  all  these  coun- 
tries want— develop  the  economy  and 
try  to  raise  the  standard  of  living." 

Harry  Oppenheimer  thinks  common 
sense  and  economics  will  in  the  end 
triumph  over  apartheid  at  home.  And 
that  they  will  triumph  over  stubborn 
nationalism  elsewhere  in  Africa.  And 
that  Anglo  will  be  permitted  to  make 
a  huge  contribution.  Maybe  Harry 
Oppenheimer  is  being  naive.  But  as 
he  himself  puts  it:  "I  always  have  to 
check  myself.  I'm  a  great  optimist."  ■ 


The  Group  System.-  Minimum  investment  Maximum  Control 


To  American  eyes,  few  financial 
organizations  are  more  bewildering 
than  the  group  system  perfected  by 
South  Africa's  Anglo  American  Corp. 
The  Anglo  American  group  is  not 
really  a  single  corporation.  It  is  a 
congregation  of  hundreds  of  them— 
operating  companies,  investment  com- 
panies, service  companies,  you  name 
it.  There  are  in  fact  560  such  com- 
panies to  which  Anglo  provides  vari- 
ous services,  and  a  grand  total  of 
1,120  to  which  it  provides  board  rep- 
resentatives. 

What's  the  point  of  all  this  com" 
plexity?  The  point  is  this:  With  only 
a  minimal  stock  interest,  Anglo  is 
able  to  act  as  if  it  controls  the  com- 
panies in  its  group,  and  in  effect  it 
does.  "There's  a  central  company  that 
controls  the  others  in  an  administra- 
tive sense,"  Harry  Oppenheimer  ex- 
plains. "There's  no  control  from  a 
stock  sense.  It's  really  a  pooling  of 
skills  with  a  central  company  supply- 
ing technical  services." 

That  tells  you  so  nething,  but  hard- 
ly enough. 

The  group  system  basically  de- 
veloped from  the  peculiar  conditions 
of  the  South  African  gold  mining  in- 
dustry. Because  South  Africa's  gold 
was  deep  and  low  grade,  it  could  be 
recovered  only  at  enormous  cost  and 
risk.  ( Hdw  enormous?  Well,  seven  out 
of  the  12  mines  developed  in  the 
Orange  Free  State  in  the  Fifties 
failed.)  The  risks  were  so  high  that 
you  couldn't  borrow  money  to  finance 


a  gold  mine,  you  had  to  use  equity 
instead  (and  by  and  large  in  South 
Africa  you  still  do).  You  could  solve 
the  problem  of  risk  by  spreading  it, 
but  then  you  risked  losing  control  of 
your  venture.  The  solution  to  that 
problem  was  the  mining  finance 
house,  which  is  basically  what  Anglo 
America  is. 

The  mining  finance  house  would 
set  up  a  new  mining  venture  as  a 
separate  corporation,  agree  to  pro- 
vide the  financing  for  the  project,  in 
return  for  which  the  new  company 
would  contract  to  buy  at  a  fee  the 
needed  technical,  administrative  and 
managerial  services  from  the  finance 
house.  (Such  companies  then  became 
members  of  the  group  the  mining  fi- 
nance house  headed. )  With  these  con- 
tractual arrangements  in  hand,  the 
finance  company  was  then  free,  when 
and  if  it  chose,  to  farm  out  sub- 
stantial amounts  of  equity— sometimes 
90%  or  more— to  others:  the  public, 
other  mining  finance  houses,  whoever 
—without  losing  control  of  the  venture. 

The  arrangement  had  an  additional 
benefit.  It  afforded  the  mining  finance 
house  the  advantage  of  leverage  with- 
out the  necessity  of  debt.  Once  the 
mine  was  in  operation,  the  mining 
finance  house  would  sell  off  at  least 
part  of  its  investment  over  a  period 
of  time  at  fat  capital  gains  and  there- 
by win  the  leveraging  of  earnings  that 
a  U.S.  company  would  have  achieved 
by  debt.  "We  pick  up  the  equity 
capital   for  the   whole   thing,"   Harry 


Oppenheimer  says,  "and  once  we've 
made  a  success  of  it,  we  proceed  to 
sell  half  of  it  at  a  profit." 

In  the  Anglo  group,  there's  some- 
thing for  everybody.  It's  rather  as  if 
one  had  been  able  to  raise  money  by 
selling  shares  not  only  in  General 
Motors,  but  in  each  of  its  divisions 
(Electro  Motive,  say)  and  products 
(Vega)  and  in  various  product  groups 
as  well  (autos,  engines,  locomotives, 
etc.),  and  then  proceeded  to  set  up 
closed-end  trusts  that  would  invest 
in  various  of  these  companies  and  out- 
side companies  as  well. 

In  the  end,  this  device  of  winning 
maximum  control  with  minimum  in- 
vestment is  the  device  whereby  Harry 
Oppenheimer  controls  the  Anglo 
American  Corp.  and  through  it  Char- 
ter Consolidated  and  DeBeers  Consol- 
idated Mines  as  well.  Through  vari- 
ous cross  holdings,  Anglo  and  De- 
Beers  and  Charter  in  effect  control 
each  other,  and  Harry  Oppenheimer 
controls  all  three  by  virtue  of  his  10% 
ownership  in  Anglo  American. 

One  consequence  of  the  system  is 
that  unlike  most  multimillionaires, 
Harry  Oppenheimer  has  no  need  to 
diversify  his  holdings:  Anglo  Ameri- 
can provides  diversification  in  abun- 
dance. "It  would  have  seemed  quite 
extraordinary  to  my  father  to  invest 
money  outside  the  group,"  he  says, 
"and  so  it  would  to  me.  The  group's 
affairs  were  his  own  affairs,  and  he 
always  taught  me  that  anything  else 
would  be  monstrous." 
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Unretouched  photographs  of  Videomaster  displays. 
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Large  block  interest  display 


GTE  Information 
Systems'  new  Video- 
master™  7850  Video 
Terminal  offers  you 
more  market  infor- 
mation than  any  other 
terminal  on  the 
market. 

Seventeen  different  quotation  services 
in  1 9  formats,  all  instantly  updated  by  our 
worldwide  33-computer  data  network. 

Including  the  most  complete 
commodities  quotations  service  in  the 
business. 

Plus  many  new  services.  And  all  the 
old  ones.  If  there's  anything  in  particular 
you're  looking  for,  just  look  at  the  screens 
shown  here.  If  it's  available  anywhere, 
it's  probably  available  there. 

What's  more,  a  new  Videomaster  7850 
is  just  as  much  at  home  with  your 
computer  as  it  is  with  our  data  system. 
Anything  in  your  own  computer  can  be 
accessed  with  it.  Research  opinions, 
customer's  portfolios,  order  entry 
systems. 

And  all  the  data  you  get,  you  get  on  the 
largest  display  in  the  business,  a  full 
1 ,920  characters.  And  you  get  it  by 
pushing  one  button.  A  Videomaster  7850 
is  as  easy  to  use  as  it  is  to  read. 

But  perhaps  the  most  important  feature 
of  all  is  that  last,  blank  screen.  Because 
it  represents  the  future.  You  see,  a  Video- 
master  7850  has  its  own  microprocessor. 
Which  means  that  it's  programmable.  So 
as  your  business  changes,  it  changes. 
When  you  want  to  do  something  new, 
something  you  hadn't  planned  on  when 
you  got  a  Videomaster  7850,  you  don't 
have  to  replace  it.  You  just  have  it 
reprogrammed. 

The  versatility  of  a  new  Videomaster 
7850  Terminal  is  just  a  sample  of  the 
versatility  of  GTE  Information  Systems. 
We're  the  perfect  one-source  company 
for  data  communications  systems,  with 
our  own  nationwide  service  organization 
of  over  700  representatives  who  work  out 
of  96  locations. 

That  explains  why  we  offer  more  to  the 
brokerage  industry  than  any  other 
company.  And  always  have. 

Nobody  else  can  make  that  statement, 
either. 

GTE  Information  Systems  Inc., 
One  Stamford  Forum,  Stamford, 
Connecticut  06904. 
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Analysis  of  customer  holdings 


The  future 


Today,  when  the  demand  for  aluminum 
has  never  been  greater;  Anaconda  is  proud 
to  announce  the  opening  of  our  new 
240  million  lb.  aluminum  production  plant 
in  Sebree,  Kentucky. 

This  increases  our  annual  capacity 
to  600  million  lbs.  and  makes  Anaconda 
the  fourth  largest  producer  of  aluminum 
in  America.  y^ 


ANACONDA 


FOR  MORE  INFORMATION  WRITE.THE  ANACONDA  COMPANY, 
25  BROADWAY,  NEW  YORK,  NEW  YORK  10004. 


As  I  See  It 


An  Interview  with  the  Chairman  of  General  Motors 


The  present  is  bright,  but  what  about  the  future? 


Wl,  '■«&fmF: 


The  U.S.  auto  industry  is  heading 
for  another  record  year.  Why,  then, 
the  paltry  price/earnings  ratios  for 
the  automakers?  One  big  reason:  in- 
vestor unease  about  the  industry's 
long-range  ability  to  cope  profitably 
with  some  fundamental  problems. 

Forbes  recently  discussed  these 
fundamental  problems  with  General 
Motors  Chairman  Richard  Gersten- 
berg,  63.  Gerstenberg's  answers  to 
our  questions  were,  quite  natural!*, 
couched  in  diplomatic  terms.  But 
they  were  revealing  all  the  same. 
The  GM  boss  was  quite  frank  in  ad- 
mitting that  his  company  faced  huge 
problems  to  which  it  did  not  yet 
have  the  answers.  It  was  a  refresh- 
ing contrast  to  the  General  Motors 
of  old,  which  rarely  conceded  that 
anything  could  go  wrong  in  its  best 
of  all  possible  businesses. 

In  contrast  with  some  of  his  pre- 
decessors, Richard  Gerstenberg  is 
not  a  complacent  man. 

With  the  United  Auto  Workers 
contract  expiring  this  fall,  Forbes 
started  the  interview  with  a  question 
about  labor. 


Gerstenberg:  We've  got  to  find  some 
better  resolution  to  our  labor  nego- 
tiations and  strikes.  I  was  shocked 
to  see  some  figures  recently  compar- 
ing the  days  lost  per  thousand  em- 
ployees per  year  for  1971.  In  Ger- 
many,  the   figure   was    100   days;   in 


Japan,  it  was  200;  in  France,  it  was 
300;  in  Great  Britain,  it  was  600. 
And  in  the  U.S.,  it  was  700  days. 

We're  hopeful  in  this  business  and 
in  our  company  that  we  can  find  some 
way  to  resolve  the  bargaining  com- 
ing up  this  year  without  a  strike. 
We're  greatly  encouraged  by  the  fact 
that  Mr.  Woodcock  [UAW  boss]  has 
said  this  more  than  once.  In  addition, 
we've  got  to  find  some  better  way  to 
resolve  local  issues. 

Would  the  steel-labor  agreement 
ichich  bars  strikes  and  makes  use  of 
compulsory  arbitration  be  a  possible 
model  for  the  auto  industry  and  the 
United  Auto  Workers? 

Gerstenberg:  I  would  hope  we  could 
find  another  way  of  doing  it.  We  kind 
of  like  to  settle  those  things  ourselves. 

Lordstown  is  a  new,  modern,  pro- 
ductivity-oriented plant  with  a  youth- 
ful work  force.  But  instead  of  in- 
creased prodiwtivity,  GM  got  slow- 
downs and  finally  a  strike,  amidst 
charges  of  inhuman  speedups.  Is  it 
possible  to  have  good  quality  and 
productivity,  given  today's  younger 
work  force? 

Gerstenberg:  Absolutely.  We're  get- 
ting it.  The  vast  majority  of  our  peo- 
ple are  damned  good  people.  They 
want  to  do  a  good  job. 

Then  why  did  you  have  all  those 


recurring  troubles  at  Lordstown? 

Gerstenberg:  I  think  the  newspapers 
and  others  wrote  about  it  way  out  of 
proportion  to  its  importance. 

The  basic  problem  was  that  Lords- 
town  was  a  consolidation  of  two  ex- 
isting plants,  which  rendered  mean- 
ingless a  significant  amount  of  dup- 
lication of  effort  that  existed  under 
the  previous  two-management  setup. 
These  manpower  reductions  were 
strongly  resisted.  Adding  to  the  dis- 
content was  the  elimination  of  one 
entire  local  union  shop  committee. 
Every  time  you  take  a  guy  out  of  an 
office,  you're  going  to  have  some  prob- 
lems with  that  fellow  and  the  people 
who  supported  him.  Not  helping 
either  was  the  fact  that  the  precon- 
solidated  plants  had  veiy  different 
local  union  agreements  with  GM. 
Since  1968  GM  has  effected  ten  such 
consolidations.  Eight  produced  strikes. 

Automation  was  mentioned  in  a 
number  of  instances.  But  the  opera- 
tions with  which  we  had  the  prob- 
lem in  Lordstown  were  the  opera- 
tions that  were  the  least  automated. 
We  didn't  have  problems  in  the  plant 
in  areas  where  we  had  large  amounts 
of  automation. 

Then  there  was  the  charge  that 
we  were  working  people  beyond  their 
capacity  because  we  were  building 
100  jobs  [cars]  an  hour.  But  Lords- 
town  wasn't  a  matter  of  building  a 
plant  to  produce  90  jobs  an  hour,  and 
staffing  it  to  produce  90  jobs  an  hour, 
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n  number 
of  time 
periods  (days, 
months,  years). 

i  interest  rate.  \ 
YTM  Yield  to  \ 
maturity. 

PMT  Payment 
or  installment 
ol  an  annuity. 
INTR  Interest 
payment  of  a 
note  or  coupon 
rate  of  a  bond. 

PV  Present  value 
or  principal. 
BOND  Price 
of  a  bond. 

FV  Future  value. 

D  Use  for 
alternate  function 
of  key. 

%  Percentage 
amount  of  a  base 
number.  A% 
Figures  difference 
in  percent 
between  two  values. 

TL  Simply  calculates 
trend  lines  by  the 
least-squares  linear 
regression  method. 

SOD  Computes 
amortization 
schedules  using 
sum-ofthe- 
digits  method. 

DAY  Calculates 
difference  in  calendar 
days  between  two 
dates.  DATE  Finds  a 
specific  date,  given 
the  number  of  days. 
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R* 


CLHAP 


*«y  Exchange 

figures  in 

memory  bank. 

R«  Rotates  the 

"stack",  of  stored 

Jiguresdown  one 

location.  Will 

Continue  to  rotate 

with  each 

pressing. 

STO  Stores  a 

number  until  called 

upon  by  RCL. 

y«  Raises  a  positive 

number  to  any  power. 

/F"  Finds  square 

root  of  any  number. 

5  Calculates 

arithmetic  average 

(mean). -»i  Returns 

calculations  to 

the  summing  mode. 

SAVE  Enters  a 

value  into  the  HP-80 

(to  be  operated  on  by 

another  value). 

RCL  Recalls  a 
number  stored  by  STO. 

CHS  Changes  +  to- 

or  —  to  +  as  shown 

m  the  display. 

CLX  Clears 

the  display. 

CLEAR  Clears 

machine  except 

constant  storage. 

X*  Adds  a  series 

of  numbers  to  find  a 

mean  and  standard 

deviation.  I-  Allows 

error  correction. 
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The  Hewlett-Packard  HR80  figures  future  value 
of  a  compounded  amount  in  10  seconds. 
Discounted  cash  flow  in  35  seconds. 
Payment  of  a  ban  in  10  seconds. 
Rate  of  return  in  10  seconds. 

For  years,  businessmen  like  you  have  had  to  solve 
financial  problems  with  cumbersome  tables  and  in- 
terpolation. Or  with  a  far  away  computer  you  had  to 
wait  to  use. 

But  no  more. 

Now  in  seconds  with  the  HP-80  computer  calculator 
(and  using  nothing  else),  you  can  do  the  work  that 
used  to  eat  up  minutes,  even  hours,  every  day. 

Because  stored  inside  is  the  ability  to  solve  over  one 
hundred  types  of  problems— each  in  seconds.  This 
includes  almost  anything  you  might  need:  mortgage 
payment  and  analysis,  accrued  interest,  trend  lines, 
mean  and  standard  deviation,  true  equivalent  annual 
yield  and  more. 

And  although  you  may  think  a  machine  this  versatile 
would  be  complex  to  operate,  it's  not. 

To  start,  you  can  forget  all  formulas  and  equations. 
The  HP-80  doesn't  need  them,  so  neither  do  you. 
Merely  enter  the  known  information,  press  the  key 
representing  the  answer  you  desire  and  it  appears. 
Simple  as  that.  Then,  if  you  like,  you  can  instantly 
display  your  answer  in  up  to  ten  decimal  places. 

The  HP-80  also  lets  you  do  chain  calculations,  the 
same  as  on  a  big  table  top  calculator.  It  figures  per- 
centage and  percent  difference.  It  can  handle  num- 
bers as  large  as  1  followed  by  99  zeroes.  It's  a  handy 
two-hundred  year  calendar.  It  has  a  four  location 
operational  memory  and  a  constant  storage  memory. 

And  since  the  HP-80  operates  on  rechargeable  bat- 
teries as  well  as  AC,  you  never  have  to  leave  it  be- 
hind. You  can  easily  take  it  on  business  trips.  It 
weighs  only  nine  ounces. 

This  all  means  that  no  matter  what  line  of  business 
you're  in,  the  HP-80  can  save  you  time.  And  time 
saved  is  money  saved. 

In  fact,  it's  not  farfetched  to  predict  that  you  could 
save  the  original  $395*  (USA)  purchase  price  in  a 
single  transaction. 

To  see  how  the  HP-80  can  help  you,  consult  the 
list  at  right.  But  note  the  HP-80  is  actually  pre- 
programmed to  do  much  more,  for  many  other  job 
categories. 
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Financial  Management/Analysis 

Capital  budgeting,  including  rate  of  return 

and  discounted  cash  flow  analysis. 

Trend  line  for  forecasting. 

Depreciation  calculations. 

Statistics. 

Annuities,  especially  sinking  funds. 

Compounded  growth  rate. 


Loans 

Payment  amount. 

Annual  percentage  rate. 

Finance  charges. 

Loan  amortization. 

Interest  rate  conversions. 

Interest  rebates  (Rule  of  78's). 


Securities/Securities  Analysis 

Bond  price  and  yields,  bond  amortization. 

Short  term  investment  price  and  yields. 

Accrued  interest  for  the  above. 

Compounded  growth  rate. 

Trend  line  analysis. 


Real  Estate 

Rate  of  return. 

Monthly  mortgage  payment  amount. 

Discounted  cash  flow  analysis. 

Depreciation  calculations. 

Mortgage  amortization,  accrued  interest. 

Trend  line  analysis  for  appraisal. 


Life  Insurance 

On  the  spot  calculation  of: 

Annuities. 

Premiums. 

Sinking  fund. 


We  have  a  brochure  that  shows  exactly  how  the  HP- 
80  solves  problems,  and  we'd  like  you  to  have  a  free 
copy.  Just  call  (408)  996-0100  or  mail  the  coupon. 
Or  better  yet,  you  can  purchase  an  HP-80  right  now. 
There's  no  risk  involved  because  each  HP-80  comes 
with  a  fifteen-day  money-back  trial  period.  If  you're 
in  business,  you  can't  afford  to  be  without  the  HP-80. 


Sales,  service  and  support  in  172  centers  in  65  countries. 
Advanced  Products,   10900  Wolfe  Road,  Cupertino,  California  95014 


The 

HP80 


Hewlett-Packard 

Advanced  Products,  10900  Wolfe  Road 
Cupertino,  California  95014 
Telephone  (408)  996-0100 


□  Please  send  me  the  free  HP-80  brochure. 

□  Please  send  me HP-80(s)  at  $395*  each.  Enclosed  is 

my  check  for  $ I  understand  each  HP-80  comes  with  a 

15-day  money-back  trial  period. 


Name 

Title 

Address. 
City 


Company 

*Add  state  and  local  taxes 


.State, 


-Zip. 
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As  I  See  It 


and  then  turning  up  the  speed  to  run 
100.  The  plant  was  built  to  get  100 
jobs  an  hour  and  was  equipped  and 
stalled  to  get  100.  We  ran  a  plant 
in  Lansing  at  110  jobs  an  hour  for 
quite  a  long  time. 

Lordstown's  been  blown  up  out  of 
all  proportion  by  the  publicity. 

But  ivhat  about  absenteeis7n  and 
your  high  rate  of  labor  turnover  de- 
spite the  high  wages  and  benefits? 

Gerstenberg:  Absenteeism  is  a  fac- 
tor of  daily  life  with  us.  Back  in 
1960  the  average  rate  of  absenteeism 
in  all  our  U.S.  plants  was  around  2%. 
It  gradually  crept  up  during  the  in- 


running  right  well. 

An  area  very  closely  related  to  this 
is  the  quality  of  today  s  cars.  We've 
had  more  recalls  than  we've  ever  had 
before.  Why? 

Gerstenberg:  I  think  it's  a  sign  of 
stiff er  standards.  We've  also  got  ,a 
much  more  complex  product  today 
than  we  ever  had.  We  build  a  great- 
er variety  of  cars.  We  find  that  people 
don't  want  to  buy  the  same  car  as 
the  other  guy.  They  want  something 
different  with  respect  to  color  and 
equipment  in  a  car.  This  has  compli- 
cated our  work. 

The  safety  and  emission  standards 


tervening  years,  reaching  a  high  of 
5.5%.  Now  it's  about  5.1%.  We  think 
that  change  for  the  first  time  in  over 
ten  years— exclusive  of  the  time  we 
had  that  strike— is  a  very  encourag- 
ing thing.  Our  labor  turnover  of  late 
has  improved  for  the  first  time  in  al- 
most ten  years.  This  is  another  en- 
couraging sign. 

George  B.  Morris  Jr.  [GM  vice 
president,  industrial  relations  staff] 
mentioned  in  a  speech  last  year  that 
"We  have  more  employees  who  tend 
to  have  new  and  different  attitudes 
toward  work,  authority  and  the  dis- 
ciplines of  the  work  place."  Aren't 
these  attitudes  of  young  people  go- 
ing to  hurt  your  efforts  at  greater 
productivity? 

Gerstenberg:  I  would  hope  not. 
We've  got  to  make  certain  that  super- 
visors in  our  plants  are  properly 
equipped  to  handle  all  these  people 
in  today's  atmosphere.  We've  got  to 
do  a  better  job  of  managing  than  we 
ever  did  before.  I  think  we  can.  I 
think  we're  demonstrating  that  in  the 
vast  majority  of  our  plants  today.  At 
the  moment  our  22  assembly  plants  are 


pose  additional  new  problems.  The 
emission  standards  for  1975  will  be 
extremely  difficult  to  attain  in  mass 
production.  As  for  the  1976  standards, 
the  Environmental  Protection  Agency 
has  come  to  agree  that  the  1976  re- 
quirement for  nitrogen  oxides  emis- 
sions is  too  stringent  and  is  urging 
Congress  to  modify  it. 

As  the  energy  crisis  looms  ever  larg- 
er, won't  there  come  a  time  when  the 
Government's  going  to  either  direct- 
ly or  indirectly  say  you'd  better  do 
something  about  these  big,  profitable, 
but  gas-hungry  cars? 

Gerstenberg:  Well,  I  don't  know  that 
we  have  an  energy  crisis.  We've  sure 
got  an  energy  problem,  no  one  would 
deny  that.  And  people  are  going  to 
have  to  pay  more  for  fuel. 

Now,  I  don't  think  we're  going  to 
stop  making  big  cars.  A  lot  of  people 
are  going  to  insist  on  having  them. 
They're  going  to  be  willing  to  pay 
for  the  extra  fuel  to  use  them.  There's 
no  question  about  that. 

There's  already  been  some  shift  in 
the  market.  In  1965  intermediate  and 
smaller   cars   were   32%   of  our   busi- 


ness. Today,  they're  53%.  And  yet  the 
Cadillac  today  is  in  the  scarcest  supply 
of  any  car  we  sell. 

Is  this  shift  one  of  the  reasons  why 
your  profit  margins  between  1965 
and  1970  shrank? 

*Gerstenberg:  No.  I  don't  think  so. 
I  think  that  was  the  pressure  on  price 
as  against  the  upward  pressure  on 
cost.  We  haven't  passed  on  the  type 
of  cost  increase  that  we  have  incurred 
for  various  reasons.  Automobiles  today 
are  a  hell  of  a  bargain  if  you  compare 
them  with  what's  happened  to  prices 
of  anything  else  you  look  at. 

Will  the  fuel  economy  of  new  cars 
get  worse? 

Gerstenberg:  Our  people  tell  me 
that  on  average  our  fuel  loss  is  some- 
where in  an  area  of  8%  to  10%  as 
against  what  it  was  about  five  years 
ago.  Now  we  haven't  the  technology 
yet  to  meet  the  emission  standards  on 
a  mass-production  basis.  But  if  we 
find  a  way  to  do  it  with  the  equip- 
ment that  we  have  in  mind,  we  would 
hope  to  get  to  1975  with  no  further 
deterioration. 

Won't  this  fuel  shortage  and  high 
gas  consumption  accelerate  the  trend 
to  smaller  cars? 

Gerstenberg:  We've  got  to  contem- 
plate this  in  all  our  forward  planning. 

Won't  this  hurt  your  profit  margins? 

Gerstenberg:  We've  got  to  be  think- 
ing about  this  more  critically  than  we 
have  in  the  past.  About  where  we'll 
be  in  two  years,  in  five  years,  in  ten 
years  from  now. 

Right  now,  we're  spending  most  of 
our  efforts  in  trying  to  do  all  the 
things  we've  £Jot  to  do  lor  1975  and 
1976  for  safety  and  emissions. 

On  average,  we  may  be  building 
a  smaller  car  five  years  from  now  than 
today.  But  we  ought  to  be  smart 
enough  to  find  a  way  to  accomplish 
that  and  not  further  encroach  upon 
our  profit  margin. 

And  you  don't  foresee  the  Govern- 
ment putting  its  heavy  hand  in  this 
area  of  big  ears? 

Gerstenberg:    Can't    tell.   The   Ga\ 
emment's   got    their   hands    in    almost 
everything  else.  They're  designing  our 
cars    in    any    number    of    ways    right 
this  minute.   ■ 
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Amfac  is  a  resort  that 
looks  as  though  it  grew  there 


How  can  we  describe  our  Silverado 
resort  in  California's  Napa  Valley?  A 
historic  mansion  preserved  in  its 
post-bellum  graciousness.  Modern 
condominiums  that  harmonize  with 
surrounding  hills. Two  lush  green  golf 
courses.  An  overall  impression  that 
man's  work  is  at  one  with  nature's. 

And  that's  exactly  how  we  planned  it. 
Growing  up  on  the  islands  of  Hawaii, 
we  learned  io  respect  the  land.  So 
each  resort  we  develop  must  retain 
the  best  of  what  is  natural,  and  keep 
man's  imprint  a  gentle  one. 

At  our  Kaanapali  Beach  Resort  on 


Silv 

Maui,  we  actually  improved1  on 
nature.  Once  the  beach  was  backed 
by  gnarled  and  twisted  algarroba 
trees . . .  the  way  dusty  and  inaccessi- 
ble to  all  but  the  most  determined 
swimmers.  Now  its  beauty  is  for 
visitors  and  residents  alike.  The  right 
kind  of  development  at  the  right  time 
has  been  a  key  to  Amfac  s  growth. 

Practically  from  our  beginning 
in  Hawaii,  123  years  ago,  we've  kept 
to  four  basic  fields— food  processing 
and  hospitality,  asset  management 
and  merchandising.  Each  new  enter- 
prise—developed  or  acquired  — 
has  focused  on  these  areas  that 


erado  Country  Club  in  California's  Napa  Valley 

Amfac  knows  and  manages  best. 

Now  more  than  75  percent  of  our 
revenues  come  from  the  American 
West.  Amfac  has  become  a  $3/4  bil- 
lion company  .  .  .  with  earnings  per 
share  growing  10  to  15  percent 
annually. 

But  one  thing  has  never  changed: 
from  the  day  we  started  business, 
we've  treated  air,  lar.d  and  water  as 
precious  resources.  It's  a  policy  that 
pays. 

For  a  copy  of  our  latest  report,  write 
to  Amfac,  Inc.,  Dept.  104,  P  O.  Box 
3230,  Honolulu,  Hawaii  96801. 
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Serving  People  in  the  U.S.  and  the  Pacific  Basin 


Without  us,  a  lot  of  airlir 


If  you've  always  looked  at  Greyhound 
as  just  a  bus  company,  take  another  look 
the  next  time  you  fly. 

In  many  major  cities,  we  get  passen- 
gers to  and  from  the  airports.  We  supply 
a  full  range  of  services  to  the  airlines 
themselves:  plane  fueling,  maintenance, 
ground  services,  baggage  handling, 
provisioning  and  catering.  The  portable 
duty-free  shop  was  our  idea.  And  we 
lease  more  jets  to  airlines  than  most 
airlines  own. 

Commercial  aviation  is  big  business. 
That's  why  we're  there. 

Air  Services— just  one  of  the  many 
ways  we're  meeting  people's  needs. 


KEY  SUBSIDIARIES  OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 

Greyhound  Lines  Texas,  New  Mexico  &  Oklahoma  Coaches 

Greyhound  Lines  of  Canada       American  Sightseeing  Tours 

Atlanta  Airport  Transportation 


Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Florida  Parlor  Car  Tours 


Gray  Line  of  New 
Gray  Line  of  San  F 
Greyhound  Airpoi 
Greyhound  Highvs 


The  Scarcest  Resource 


Kerr-McGee  has  had  less  trouble  finding  new  natural  resources 
than  finding  a  replacement  for  its  brilliant  boss. 


Kerr-McGee  Corp.  of  Oklahoma  City 
(1972  revenues:  $680  million)  has 
long  been  the  standout  U.S.  natural 
resource  company.  Today  its  stock 
sells  at  a  price/ earnings  ratio  of  about 
30,  twice  that  of  most  companies  in 
its  field.  In  the  last  decade  its  earnings, 
sparked  by  big  gains  in  uranium,  oil 
and  gas,  nearly  doubled  to  $50  mil- 
lion. At  the  same  time,  it  was  stashing 
away  the  stuff  of  which  future  gains 
are  made,  in  the  form  of  large  new 
reserves  of  coal,  potash  and  boron  as 
well  as  uranium  and  gas.  Last  year 
was  its  best  ever,  with  earnings  20% 
above  the  previous  record  set  in  1971. 

But  the  company's  biggest  asset  is 
above  the  ground,  not  under  it.  That 
asset  is  the  company's  chairman,  geol- 
ogist Dean  A.  McGee,  who  has  adroit- 
ly guided  Kerr-McGee's  destiny  for 
some  30  years.  And  there  may  lie 
Kerr-McGee's  potential  weakness. 
Dean  McGee  is  69,  and  the  time  will 
soon  come  when  he  can  no  longer 
successfully  ride  herd  on  a  company 
as  large  and  complex  as  Kerr-McGee 
has  become.  A  few  years  ago  the 
normal  retirement  age  of  65  was 
waived  in  his  behalf,  but  it  was  not 
until  this  year  that  McGee  revamped 
his  top  management  organization  in 
order  to  reduce  his  own  work  load  in 
every  area  except  exploration. 

Says  one  Oklahoman  who  knows 
the  company  well,  "Dean  McGee  is  an 
incredibly  effective  chief  executive  and 
entrepreneur    [of    K-M's    24    million 

Making  the  Familiar  Sexy ' 

Dean  McGee  is  at  his  best  when  he 
can  find  a  new  way  of  looking  at  an 
old,  familiar  thing  and  thereby  turn 
it  into  something  exciting.  Late  in 
1967  McGee  acquired  American 
Potash  &  Chemical,  and  for  a  time 
the  deal  looked  like  a  poor  one. 
Potash  immediately  moved  into  great 
oversupply  and  prices  collapsed. 
APC's  Hboron  and  soda  ash  business 
did  a  little  better,  but  then  fell  victim 
to  the  subsequent  recession. 

But  McGee  was  looking  beyond  the 
immediate  business.  He  was  also 
acquiring,  in  APC's  Searles  Lake 
(Calif.)  property,  a  dried  lake  bed  of 
mineral  wealth  that  is  supposed  to 
have  400  years  worth  of  reserves  of 
soda  ash,  boron  and  potash.  Figuring 
that  this  wealth  wasn't  being  ad- 
equately exploited,  McGee  had  his 
engineers    and    scientists    work   up    a 


shares,  he  owns  about  4%,  worth  some 
$60  million],  but  when  you  get  below 
him  there  isn't  anything  special  about 
K-M's  management."  McGee  himself, 
who  originally  came  from  Phillips  Pe- 
troleum in  the  late  1930s,  candidly 
acknowledges  that  he  has  had  trouble 
finding  a  potential  successor:  "Years 
ago  we  brought  in  outsiders  to  groom 
for  top  positions,  but  they  weren't  very 
effective.  So  we  shifted  to  develop- 
ment from  within.  Frankly,  there  have 
been  some  disappointments." 

This  lack  of  upper-middle  manage- 
ment strength  shows  up  in  some  of 
the  mistakes  that  Kerr-McGee  made 
in  recent  years.  For  example,  it  was 
the  pioneer  in  offshore  oil  drilling,  but 
failed  to  maintain  its  lead.  "We 
lacked  the  courage  of  our  convic- 
tions," says  McGee,  "and  as  a  result 
we  paid  a  stiff  price:  leadership  in 
offshore  drilling." 

The  setback  was  in  K-M's  Trans- 
world  Drilling  subsidiary.  It  built  only 
two  rigs  in  the  early  and  mid-Sixties, 
because  business  was  poor.  "So,"  says 
McGee,  "we  turned  around  and  sold 
the  plans  and  patent  on  our  stabilizing 
columns  to  the  Bluestone  Co.  These 
columns  are  now  used  extensively  off- 
shore. Then  we  built  the  first  trian- 
gular rig  that  could  either  float  or  sit 
on  the  bottom.  Sedco  [a  Dallas-based 
drilling  company]  took  our  design 
and  upgraded  it  into  a  floating  rig. 
They  did  this  just  when  demand  was 
beginning    to    rise    sharply.    We    just 


missed  out  on  the  boom  because  we 
hadn't  gone  ahead  even  though  we 
developed  the  rigs.  We've  kicked  our- 
selves a  number  of  times  for  that." 
Now  Trans  world  is  in  the  rough  posi- 
tion of  having  to  prove  the  superiority 
of  its  radically  redesigned  rig  over 
the  competition's  established  designs. 

The  risks  and  burdens  in  finding  oil 
today  are  heavy  for  one  man  to  carry. 
Here's  how  McGee  describes  the  big 
North  Sea  sale  in  1971:  "We  bid  $1 
million  on  what  we  thought  was  one 
of  the  few  tracts  worth  bidding  on. 
Well,  that  one  sold  for  $52  million. 
Another  one  we  bid  $750,000  on 
went  for  $16  million.  We  didn't  bid 
on  the  ones  in  deep  water  where  we 
figured  it  would  be  too  expensive  to 
drill.  So  we  wound  up  with  nothing." 
The  same  thing  happened  to  K-M  off 
the  coast  of  Mexico. 

In  years  past,  K-M  had  been  suc- 
cessful in  finding  gas  and  some  off- 
shore oil  by  going  counter  to  the  in- 
dustry pattern.  Says  McGee,  "During 
the  mid-Sixties  when  other  companies 
were  bidding  on  tracts  in  the  deep 
zones  where  the  percentage  of  dis- 
covery is  much  higher,  we  went  for 
the  shallower  zones  where  it  is  lower. 
We  weren't  very  confident  when  we 
bid,  but  it  worked.  Not  this  time: 
Prices  on  every  tract  were  sky-high." 

Another  way  to  look  at  it  is  that 
the  company  has  been  getting  cau- 
tious and  unimaginative.  McGee 
hints  as  much  when  he  says,  "We're 
going  to  have  to  come  up  with  new 
tactics.  We  might  look  at  some  public 
drilling  money  like  Pennzoil  and 
Sedco  have  done,  and  possibly  step 
up  foreign  offshore  exploration."  Un- 
til recently  the  company  explored 
mainly  at  home  because,  McGee  goes 


technical  plan  for  vastly  increasing 
production.  Now,  after  setting  up  a 
pilot  plant,  McGee  is  planning  to 
plunk  down  some  $70  million  over  the 
next  three  years  to  triple  capacity  and 
to  set  up  a  unit-train  rail  operation 
to  lower  transportation  costs. 

McGee  describes  his  scheme  with 
obvious  relish:  "You  see,  what  we 
are  doing  will  change  the  economics 
of  producing  minerals  like  boron  and 
soda  ash.  Much  of  it  has  been  mined 
in  Wyoming  in  deep  mines.  It  is  then 
shipped  by  rail  across  the  country,  in 
most  cases  to  the  East  Coast.  If  we 
produced  at  the  old  small  rates  and 
processes  we  would  have  little  ad- 
vantage in  transportation  costs,  which 
are  the  major  costs  involved.  With  our 
process  we  can  produce  much  larger 
volumes,  then  put  the  minerals  pro- 
duced  on  long   unit  trains   and   ship 


them  130  miles  to  the  West  Coast 
instead  of  to  the  East.  After  that 
we'll  put  them  on  boats  bound  for 
both  the  East  Coast  and  for  Asia  and 
Europe.  In  this  way  we  hope  to 
achieve  major  transportation  econ- 
omies giving  us  a  decided  advantage 
in  price." 

McGee  figures  that  in  about  three 
years  the  Sear'es  Lake  project  could 
have  a  substantial  impact  on  revenues 
and  earnings.  He  won't  say  how  much, 
but  one  financial  analyst  estimates  that 
in  the  first  full  year  of  production 
Searles  Lake  could  add  between  40 
and  50  cents  a  share  to  earnings,  as 
compared  with  last  year's  $2.14.  It 
is,  of  course,  a  gamble.  But  it's  the 
kind  of  gamble  Dean  McGee  has  been 
making  and  winning  for  the  past  30 
years  while  others  were  doing  busi- 
ness as  usual. 
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THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


FOOD 

Armour  Foods 
Armour  Le  Grys 
Klarer  of  Kentucky 
Pfaelzer  Bros. 


Greyhound 

Food  Management 
Post  Houses 
Prophet  Foods 
Restaura 


Aircraft  Service  International 
Border  Brokers 
Compass  Insurance 
Consultants  &  Designers 
Dispatch  Services 


Freeport  Flight  Service 
Florida  Export  Group 
General  Fire  &  Casualty 
Greyhound  Rent-A-Car 


Greyhound 

Temporary  Personnel 
Manncraft  Exhibitors  Service 
Travelers  Express 


would  never  get  off  the  gn 


Greyhound 
Travel  Service 
•  Coach  Industries 
op  Sedan  Service 


Royal  Glacier  Tours 
Trade  Wind  Transportation 
Walters  Transit 


NG-FINANCING-COMPUTERS 
Greyhound  Leasing  &  Financial 
of  the  U.S.,  Canada,  Switzerland, 
England,  Japan,  Hong  Kong 


Greyhound  International  Banking 

Corporation  Ltd.,  Bahamas 
Greyhound  Guaranty  Ltd.,  London 
Greyhound  Computer 


GROCERY  PRODUC 
PHARMACEUTICA1 
Armour-Dial 
Armour  Pharmaceu 


on,  'foreign  exploration  was  too  risky 
1  we  were  too  small.  Now  I  feel  we 
j,  enough."  Is  Kerr-McGee  too 
late,  in  view  of  the  millions  of  dollars 
other  companies  are  pouring  into 
overseas  exploration?  Does  it  have 
enough  management  depth? 

Another  sign  of  caution  is  the 
150,000-barrel  Gulf  Coast  refinery 
that  K-M  lias  had  under  study  for 
five  years.  It  needs  the  refining  ca- 
pacity, but  over  those  years  the  esti- 
mated cost  has  risen  to  close  to  $500 
million,  about  double  the  original  es- 
timate. "We  just  can't  afford  to  build 
it  at  today's  refined  oil  prices,"  says 
McGee.  "They'd  have  to  go  up  by 
something  like  60%  to  justify  it." 

Familiar  Ground 

Instead,  in  recent  years  Dean  Mc- 
Gee has  spent  his  biggest  chips  in 
expanding  on  the  original  successful 
gamble  he  made  in  uranium  in  the 
early  1950s.  Only  in  the  1967  ac- 
quisition of  American  Potash  &  Chem- 
ical, with  its  Searles  Lake  mineral 
deposit,  has  McGee  been  willing  to 
take  a  major  plunge  (see  box) . 

Even  uranium,  which  sparked  much 
of  K-M's  earnings  growth  over  the  past 
decade,  seems  headed  for  a  slow-  or 
no-growth  period.  The  reason,  accord- 
ing to  McGee,  is  that  most  nuclear 
power  producers  have  either  not  been 
contracting  ahead  for  uranium  supply 
or  have  been  hedging  by  buying 
abroad.  Orders  have  not  been  forth- 
coming for  planned  new  nuclear  plants 
because  of  the  long  (eight-year)  lead 
time  between  planning  and  start-up. 

Faced  with  these  problems,  McGee 
laments  that  he  has  not  been  able  to 
locate  the  talent  to  deal  with  them. 
Recalls  McGee:  "We  had  this  very 
bright  fellow  in  his  40s  who  had  a 
first-class  mind  and  who  I  thought 
could  be  my  successor.  We  put  him 
in  charge  of  various  operations  about 
four  years  ago  and  he  loused  up  every 
one  of  them.  He  just  didn't  have  a 
grasp  of  basic  economics."  This  year 
he  has  moved  up  two  men  in  their 
early  60s,  J.H.  Barksdale  and  George 
H.  Cobb,  into  executive  vice  presi- 
dencies, but  his  hope  is  that  a  younger 
man  will  take  over  when  James  J. 
Kelley,  60,  who  has  just  been  made 
president,  reaches  normal  retirement 
age  five  years  hence. 

Can  these  men  fill  McGee's  shoes? 
No  one  can  be  sure  until  McGee  ac- 
tually steps  aside.  An  equally  impor- 
tant question  is  whether  Dean  McGee 
really  wants  to  replace  Dean  McGee. 
His  insistence  on  finding  successors  as 
versatile  and  capable  as  he  (and  how 
many  managers  are?)  has  the  effect 
of  making  Dean  McGee  more  indis- 
pensable—and the  company  more  vul- 
nerable—than ever.   ■ 
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If  You  Don't  Have  a  Crystal  Ball 


Common  stocks  have  proved  to  be 
uncommonly  poor  investments  thus 
far  in  1973.  Though  coiporate  earn- 
ings have  soared,  most  equities  are 
down  sharply.  With  price/ earnings  ra- 
tios at  unprecedentedly  low  levels, 
optimists  are  saying  that  stock  prices 
are  due  for  a  rebound. 

On  the  other  hand,  Watergate,  in- 
flation, the  dollar  crisis— all  have  com- 
bined to  send  the  market  into  a  tail- 
spin.  And  worse,  some  economists  now 
see  the  first  signs  of  a  recession  loom- 
ing on  the  horizon.  Can  stock  prices 
go  still  lower? 

At  times  of  such  uncertainty,  con- 
vertible bonds  often  whet  the  interest 
of  investors.  Many  convertibles  have 
dropped  almost  as  sharply  as  their  un- 
derlying common  stocks  and  now  pro- 


vide yields  much  closer  to  those  of 
nonconvertible  bonds,  a  protection 
against  further  market  declines. 

But  in  convertibles,  as  elsewhere, 
you  don't  get  something  for  nothing. 
The  price  for  the  protection  of  a  high 
yield  is  generally  a  substantial  premi- 
um over  conversion  value,  which  lim- 
its the  bond's  appreciation  potential. 
Many  convertibles  often  sell  at  such 
high  premiums  that  their  prices  are 
influenced  almost  solely  by  the  pre- 
vailing level  of  interest  rates  on  cor- 
porate bonds.  Conversely,  some  pro- 
vide such  low  yields  that  their  price 
movements— both  up  and  down— par- 
allel those  of  the  stock. 

The  bonds  listed  below  represent 
a  compromise  between  the  two  ex- 
tremes.    Premiums     over     conversion 


values  are  all  below  20%,  enabling 
the  security  to  participate  in  any  ma- 
jor advance  of  the  common.  Yet 
yields  range  from  5%  to  over  8%— 
greater  than  those  offered  by  the  com- 
mons and  enough  to  provide  holders 
with  at  least  some  protection  if  the 
stock  should  decline  still  further. 

But  before  an  investor  concludes 
that  convertibles  are  an  ideal  com- 
promise between  potential  gain  and 
peace  of  mind,  he  should  remember 
this:  If  interest  rates  on  corporate 
bonds  rise  sharply,  his  convertible 
protection  is  thereby  eroded.  And  if 
those  rising  interest  rates  coincide 
with  declining  common  stock  prices, 
he  could  be  caught  in  a  deadly  cross- 
fire. Sound  unlikely?  It's  exactly  what 
happened  in  1969  and  1970.  ■ 
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Over 
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&  Poor's 

Bond 

Bond 

Common 

Common 

Per  $1,000 

Conversion 

Bond 

Maturity 

Rating 

Price 

Yield 

Price 

Yield 

Bond 

Value 

American  Motors 

6s      '88 

B 

8OV2 

7.5% 

73A 

0% 

675 

19% 

Bank  of  New  York 
Beaunit 

61As'94 

— 

1003A 

6.2 

343/a 

5.8 

917 

10 

41As'90 

B 

63  Ve 

6.7 

15V2 

6.5 

557 

13 

Burlington  Industries 

5s      '91 

BBB 

94 

5.3 

31  Va 

4.5 

798 

18 

Chase  Manhattan  Corp. 

47/8s'93 

— 

871/2 

5.6 

431/2 

4.6 

791 

11 

Continental  Telephone 

51As'86 

B 

IOOV2 

5.2 

23 

3.8 

893 

13 

Crane 

5s      '93 

B 

76 

6.6 

161A 

5.1 

650 

17 

Dayco 

61As'96 

BB 

81 'A 

7.7 

16 

7.1 

740 

10 

Echlin  Manufacturing 

51As'91 

B 

100 

5.3 

253/s 

1.3 

960 

4 

Federal  National  Mortgage 

4 3/8  s '96 

— 

863A 

5.0 

15 

3.3 

764 

13 

Federal  Pacific  Electric 

51/2s'87 

BB 

89 

6.2 

243/a* 

4.4 

813 

10 

Fischbach  &  Moore 

43As'97 

BB 

93 

5.1 

437/s 

1.9 

784 

19 

Ford  Motor  Credit 

47/ss'98 

BBB 

92 

5.3 

6oy2t 

4.6 

873 

5 

General  Tel.  &  Electronics 

61As'96 

BB 

981/2 

6.3 

291/a 

5.5 

866 

14 

Greyhound  Corp. 

61/2s'90 

BB 

88V2 

7.3 

147/s 

7.0 

809 

9 

Hoerner-Waldorf 

5s      '94 

BB 

87 

5.7 

263A 

3.6 

798 

9 

Houston  Lighting  &  Power 

51/2s'85 

AA 

106 

5.2 

42  3A 

3.3 

972 

9 

Husky  Oil 

61A  s  '97 

B 

111 

5.6 

2oy8 

0.7 

1006 

10 

McDonnell  Douglas 

43As'91 

BB 

90 

5.3 

23  3/4 

1.7 

776 

16 

National  Distillers  &  Chemical 

4V2  s  '92 

BB 

69  y8 

6.5 

145/s 

6.2 

585 

18 

National  General 

4s      '93 



701/2 

5.7 

31% 

1.6 

652 

8 

Pan  American  World  Airways 

41/2  s  '84 

B 

77  Ve 

5.8 

83/8 

0 

646 

19 

Pillsbury 

43As'89 

BBB 

92 

5.2 

45  y2 

3.3 

784 

17 

Ramada  Inns 

8s      '95 

B 

142 

5.6 

10Y2 

1.1 

1332 

7 

Republic  National  Bank 

5  3/8  s '97 

— 

92  V2 

5.8 

31 1/4 

0 

801 

15 

Rockwell  International 

41As'91 

BBB 

67 

6.3 

265/8 

6.0 

579 

16 

St.  Regis  Paper 

47/8s'97 

BB 

93  'A 

5.2 

383A 

4.1 

854 

9 

Santa  Fe  Industries 

61As'98 

BB 

88 

7.1 

241/8 

6.8 

754 

17 

Standard  Prudential 

6V2  s  '90 

— 

80 

8.1 

103A 

6.1 

717 

12 

Tenneco 

61As'92 

B 

93 

6.7 

24  Va 

5.6 

847 

10 

Tidewater  Marine 

53As'91 

BB 

97 

5.9 

26 1A 

1.9 

847 

15 

United  Telecommunications** 

5s      '93 

BB 

78 

6.4 

195/8 

5.1 

701 

11 

Western  Airlines 

51As'93 

B 

85 

6.2 

91/2 

2.1 

732 

16 

*UV  Industries  common.         tFord  Motor  Co.  common.         ** Issued  as  United  U 

ilities. 
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The  Companies  of  Citicorp: 

ready  to  meet  your 
new  financial  needs. 


The  companies  of 

First  National  City  Corporation 

are  organized  around  a  very 

simple  principle ...  to  meet  the 

new  opportunities  and 

problems  emerging  in 

our  changing  society. 

To  do  the  job,  the 

subsidiary  companies 

of  Citicorp  deploy  a 

wider  range  of 

services  than  even  a 

great  bank  can  offer.  Take  the 

examples  on  this  page:  Factors 

solving  financial  problems  so 

companies  can  concentrate  on 

their  business  problems.  A 

world-wide  leasing  operation 

helping  businesses  of  all  sizes 

avail  themselves  of  new  types 

of  capital  equipment.  And  a 

community  development 

organization  to  put  money  and 

know-how  against  the  growing 

housing  requirements  of 

America's  largest  city.  And 

there  are  many  more  examples 


COLD  WAVE.  Imagine  a  tanker  able  to  transport  125,000 
cubic  meters  of  liquid  natural  gas  at  ultra-cold  tempera- 
tures! Citicorp  Leasing  recently  helped  finance  6  such 
sophisticated  ships.  Citicorp  means  new. 


of  the  way  Citicorp  companies  are 
solving  today's  financial  problems. 
From  a  global  travelers  check 
operation  making  life  easier  for 
tourists  and  businessmen  on  the 
move.  To  a  venture  capital 
company  ready  to  help  new 
entrepreneurs.  To  the  kind  of 
innovative  banking  practiced  at 
First  National  City  Bank:  the 
largest  in  New  York  and  the  leader 
in  world-wide  banking.  What 
about  your  emerging  financial 
needs?  There's  probably  a  Citicorp 
Company  ready  to  work  with  you 
. . .  analyze  those  needs . . . 
and  fill  them. 

The  mission  of  the  subsidiaries 
of  Citicorp:  to  grow  by  providing 
financial  services  that  meet  the  real 
needs  of  people,  communities,  and 
businesses  throughout 
the  U.S.  and  around  the  world. 


SUBSIDIARY  COMPANIES 
OF  CITICORP 


BUILD  IS 
BEAUTIFUL. 

Decent  housing  for 
more  and  more  people  in 
New  York  City.  That's 
the  goal  for  Citicorp 
Community  Develop- 
ment, Inc.  Another 
Citicorp  problem  solver. 


ADVANCE 

MORTGAGE 

CORPORATION. 

A  leading  originator 
and  servicer  of  residen- 
tial and  commercial 
mortgages  for 
hundreds  of  institu- 
tional investors. 

CITICORP 
COMMUNITY 
DEVELOPMENT,  INC. 

Equity  investments, 
loans  and  technical 
assistance  for  low 
and  middle  income 
housing  and  related 
facilities  in 
New  York  City. 

CITICORP 
FACTORS,  INC. 

Provides  business  with 
full  credit  protection 
and  collection  services 
as  well  as  working 
capital  through 
accounts  receivable 
financing  and 
factoring. 

CITICORP 
INTERNATIONAL 
BANK  LIMITED. 

A  new  world-wide 
merchant  bank,  head- 
quartered in  London, 
and  involved  in  syndica- 
tion of  international 
loans,  underwriting  and 
distribution  of 
Eurobonds,  merger/ 
acquisition,  and  other 
investment  banking 
activities. 

CITICORP 
LEASING,  INC.  and 
CITICORP  LEASING 
INTERNATIONAL,  INC. 

The  world's  largest 
leasing  organization, 
able  to  handle  almost 
any  equipment 
leasing  transaction. 


CITICORP  REALTY 
CONSULTANTS,  INC. 

Provides  a  broad 
range  of  real  estate 
appraisal  and  project 
planning  services. 

CITICORP 
SERVICES,  INC. 

Makes  First  National 
City  Travelers  Checks 
available  to  users 
around  the  world 
through  tens  of 
thousands  of  banks. 

CITICORP 
VENTURE  CAPITAL 
LTD.  Provides  long- 
term  equity  financing 
to  growing  businesses 
around  the  world. 

CRESAP, 

McCORMICK  AND 
PAGET  INC. 

Performs  management 
consulting  services  for 
commerce,  industry 
and  the  public  sector, 
worldwide. 

NATIONWIDE 
FINANCIAL 
SERVICES 
CORPORATION. 

Serves  consumers 
directly  and  through 
retailers  in  14  states 
from  coast  to  coast. 

TRANSACTION 
TECHNOLOGY  INC. 

Developer  of  advanced 
systems  for  the 
payment  mechanisms 
of  the  future. 

And 

FIRST  NATIONAL 
CITY  BANK.  Citibank 
is  one  of  the  world's 
leading  banks  with 
branches,  subsidiaries 
and  affiliates  in  91 
countries. 


CITICORP 


FIRST  NATIONAL  CITY  CORPORATION 


399  Park  Avenue,  New  York,  N.  Y.  10022 


The  Numbers  Game 


Was  the  Girl  Ravished? 


Fred  Guth  was  in  a  talkative  mood 
when  we  bumped  into  him  at  the  St. 
Louis  airport  the  other  day.  A  tall, 
somewhat  portly  man  of  60,  he  was 
having  a  hard  time  getting  used  to  re- 
tirement. He  had  sold  the  family 
business  to  a  conglomerate  about  a 
year  and  a  half  ago.  And  boy,  had 
that  been  a  mistake!  He  had  agreed 
to  stay  on  under  a  five-year  manage- 
ment contract.  But  he  had 
quit  in  disgust  after  just  four 
months. 

How  come? 

Because  the  management 
of  the  conglomerate  was 
phonying  the  books  of  my 
old  company,  he  complained. 
Because  they  were  asking  me 
to  sign  my  name  to  false  fig- 
ures on  my  company's  final 
tax  return!  Why,  I  could 
have  gone  to  jail  if  I'd  done 
that! 

What  kind  of  false  figures? 

Well,  said  Guth,  to  begin 
with,  there  were  nonexistent 
inventories.  In  January  1972, 
two  months  after  the  operat- 
ing assets  of  the  Guth  com- 
pany were  acquired  by  Sola 
Basic  Industries,  he  learned 
that  Sola  Basic  had  charged  Guth  for 
$381,000  worth  of  inventory,  sup- 
posedly shipped  by  Sola  Basic  in  No- 
vember. Another  division  of  Sola  Ba- 
sic manufactured  the  item  in  ques- 
tion, controls  for  Guth's  industrial 
lighting.  But  Guth  had  never  received 
them.  Besides,  for  Guth  they  were  not 
just  one  month's  supply,  but  a  full 
year's  supply. 

To  make  matters  worse,  Guth  went 
on,  the  Guth  controller,  hired  a  few 
months  earlier,  then  admitted  he  had 
spent  all  Sunday  afternoon  "making 
up  receiving  tickets  to  match  those 
faked  invoices." 

Guth  says  he  carefully  went  over 
the  books  and  found  five  other  items 
that  disturbed  him.  Sola  Basic  had 
charged  the  old  Guth  company  for 
the  entire  unpaid  balance  of  a  ma- 
chine that  was  on  lease.  The  entire 
pension  expense  for  the  next  five  years 
for  eight  Guth  employees.  The  entire 
cost  of  remodeling  the  Guth  offices, 
work  that  had  been  instituted  by  Sola 
Basic  after  the  purchase  of  Guth.  The 
cost  of  manufacturer's  licenses,  which 
didn't  have  to  be  renewed  for  six 
months.  And  an  amount  for  "returned 
goods"  that  Guth  claimed  was  more 
than  five  times  the  usual  amount. 


In  all,  Guth  said  he  had  found  over 
$1  million  in  charges  that  seemed  to 
him  to  be  grossly  exaggerated,  im- 
properly prepaid  or  just  plain  ficti- 
tious. It  was  no  trifling  matter  for  aa 
outfit  that  did  about  $10  million  worth 
of  business  a  year. 

Was  the  bookkeeping  the  only 
thing  that  drove  him  out  of  his  old 
company?  Well,  not  exactly.  Sola  Ba- 
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sic  had  made  an  empty  figurehead  of 
him  as  it  was— not  even  consult- 
ing him  on  next  year's  budget.  They 
had  attempted  to  railroad  his  son  out 
of  the  business.  His  brother,  who  had 
worked  with  him,  had  had  a  nervous 
breakdown.  His  brother's  wife  had  just 
come  down  with  cancer.  Fred  Guth 
hadn't  wanted  to  sell  the  company 
anyway.  Back  in  1968  companies  like 
McGraw-Edison  and  Roy  Little's  Nar- 
ragansett  had  offered  up  to  $11.5  mil- 
lion for  the  company.  Now,  over  his 
protests,  the  family  decided  to  sell  to 
Sola  Basic  for  $3  million  in  cash,  al- 
most $2  million  below  book  value.  Be- 
cause things  had  been  rough  in  the 
lighting  business  recently  and  they 
had  wanted  to  clean  up  their  estates. 

What  did  Sola  Basic  say  when  he 
griped  about  these  accounting  entries? 

Oh,  they  had  given,  him  a  long- 
winded  explanation  and  finally  said 
he  just  didn't  understand  modern  ac- 
counting. So  he  had  gone  to  his  law- 
yer, who  had  advised  him  not  to  sign 
the  tax  return,  and  to  Arthur  Ander- 
sen, the  Guth  company's  accountants, 
whose  inquiries  caused  some  of  the 
entries  to  be  reversed  by  Sola  Basic. 

Then,  Guth  says,  he  quit  and  alert- 
ed  the   Internal    Revenue,    the   Seen 


rities    &    Exchange    Commission    and 
the  New  York  Stock  Exchange. 

As  we  flew  back  to  New  York  that 
day,  we  puzzled  over  his  tale.  Some- 
how it  didn't  add  up.  What  would 
have  motivated  Sola  Basic  to  make 
these  entries?  They  had  to  file  a  con- 
s6lidated  income  statement  on  which 
all  intracompany  transactions  would 
be  eliminated.  So  even  if  the  bogus  in- 
ventories had  brought  a  windfall 
"profit"  to  the  lighting  controls  divi- 
sion, that  profit  would  never  have 
shown  up  on  Sola  Basic's 
year-end  financial  statements. 
We  made  a  few  calls  to 
see  if  we  could  solve  the 
mystery.  Fred  Guth's  attor- 
ney confirmed  most  of  what 
we  had  heard  from  Guth. 
He  had  advised  Guth  not  to 
sign  the  tax  return  initially 
since  Guth  believed  the  en- 
tries to  be  false  and  since 
they  appeared  to  distort  the 
taxable  profit  of  the  old  Guth 
company.  Arthur  Andersen's 
response  when  they  learned 
of  the  accounting  entries  had 
been  one  of  horror.  After  they 
had  talked  with  the  new  con- 
troller at  Guth,  some  of  those 
entries  had  been  reversed, 
and  the  tax  return  signed— 
over  Fred  Guth's  protests. 
It  still  didn't  make  sense.  We  placed 
a  call  to  Gene  Stevens,  Sola  Basic's 
controller.  What  was  his  explanation 
for  all  these  accounting  entries  at  the 
old  Guth  company? 

He  had  been  over  this  time  and 
time  again,  he  told  us.  However, 
he  was  happy  to  go  through  it  again. 
Sola  Basic  had  only  acquired  the  op- 
erating assets  of  Guth.  The  rest  of  the 
old  Guth  company,  consisting  large- 
ly of  a  $3-million  common  stock  port- 
folio, remained.  Immediately  alter  ac- 
quiring Guth's  operating  assets,  Sola 
Basic  had  started  work  on  next  year's 
budget— foretasting,  among  Other 
things,  the  amount  of  inventory  each 
division  would  probably  be  buying 
from  other  SB  divisions.  The  Guth 
division  predicted  it  would  bin  some 
$380,000  worth  of  lighting  controls. 
Mistakenly,  thai  amount  was  entered 
on  the  old  Goth  books  as  an  asset 
with  a  corresponding  liability. 

Sola  Basic  had  subsequently  caught 
the  error  itself  and  notified  Ar- 
thur Andersen.  The  entry  bad  been 
corrected.  That  was  all  there  was  to 
it.  There  was  no  attempt  made  to 
create    phony    sales    for    another    Sola 

Basic-  division. 

II. id    those   Other  entries   been    mis 
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takes  too,  we  asked? 

Not  at  all,  Stevens  replied.  They 
were  all  entirely  proper  accounting 
adjustments.  Sola  Basic,  which  now 
employed  the  Guth  personnel,  had  of- 
fered to  close  the  books  of  the  old 
Guth  company.  Guth  had  accepted. 
In  most  cases  Sola  Basic  was  record- 
ing existing  liabilities  not  previously 
recorded.  Take  the  charge  for  pension 
expense.  Guth  had  obligated  himself 
to  pay  certain  employees  around 
$120,000  in  pensions.  Some  of  those 
employees  had  retired  earlier,  some 
when  Sola  Basic  took  over.  All  were 
now  receiving  their  pensions  from  SB. 
But  Guth  had  never  recorded  that 
$120,000  as  a  liability,  even  though 
it  had  been  an  expense  incurred  by 
his  old  company.  So  Sola  Basic  had 
recorded  the  liability  on  the  old  Guth 
books  and  on  its  own.  Since  the  Guth 
company  had  received  only  $3  mil- 
lion for  assets  carried  on  its  books 
at  $4.8  million,  the  new  pension 
charge  had  the  effect  of  reducing  the 
net  worth  of  the  company  and  so  its 
loss  on  the  sale  of  assets.  Sola  Basic 
entered  a  $120,000  accrued  liability 
on  its  books  and  was  forced  to  raise 
the  stated  value  of  Guth  fixed  assets 
by  the  same  amount,  thereby  increas- 
ing its  depreciation  expense. 

The  charge  for  expenses  on  the 
leased  machine  also  reflected  improper 
accounting  by  Guth,  Stevens  went 
on.  Although  the  machine  had  an  es- 
timated useful  life  of  20  years,  Guth 
had  in  effect  been  writing  it  off  over 
five  years.  Conservative?  Not  really, 
since  Guth  would  in  effect  have  been 
operating  the  machine  for  15  years 
without  the  expense  of  depreciation 
charges.  If  that  were  permissible,  said 
Stevens,  he'd  like  to  do  it!  Sola  Basic 
simply  capitalized  the  lease  on  both 
sets  of  books,  as  required  by  current 
accounting  opinion,  and  started 
amortizing  it  over  its  newly  estimated 
remaining  useful  life. 

And  Sola  Basic  needed  a  new  li- 
cense to  do  business  in  Missouri  since 
it  had  acquired  only  Guth's  assets— 
not  the  ^company  itself.  So  SB  deb- 
ited Guth  for  the  amount  accrued  to 
date  towards  license  renewal. 

The  charge  for  modernizing  the 
Guth  facilities?  That  had  been  under- 
taken concurrently  with  the  acquisi- 
tion of  Guth's  operating  assets.  As  of 
Dec.  1,  the  commitment  for  some 
$250,000  in  expenditures  had  been 
made.  Sola  Basic  capitalized  it  on 
both  sets  of  books  and  recorded  it 
as  an  accrued  liability. 

The  net  effect  of  all  these  account- 
ing adjustments  to  the  old  Guth  com- 
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Delta  is  an  air  line  run  by  professionals* 
Like  Janice  Allen,  Reservations  Sales  Agent. 

Janice's  pleasant  voice  has  answered 
more  than  150,000  calls  in  her  6  Vi  years 
with  Delta.  She's  an  expert  on  schedules 
and  the  fares  she  quotes  are  computer 
accurate.  Her  service  is  so  quick  and 
efficient  she  can  book  an  8,000  mile 

PflESOl 

itinerary  almost 
as  fast  as  a  200 
mile  jaunt. 

Delta  is  ready 
when  you  are! 


OELTA/  PAN-AM 
THRU-JETS 

TO  AND f ROM 
EUROPE 


Delta's  Wide-Ride™  DC-1 0  gives  "comfort"  a  whole  new  meaning. 
Two-by-two  seats  in  both  Tourist  and  First  Class.  Now  Delta 
has  the  747.  the  727-200  and  the  DC-1 0  in  its  Wide-Ride  fleet. 
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think 


AHEAD 


think 


ISRAEL 


If  you  haven't  investigated  profit  potential  in  Israel,  you 
should.  Israel  has  encouraged  capital  investment  in  every  way. 
Offered  substantial  government  grants,  tax  concessions,  develop- 
ment loans.  There  are  accelerated  depreciation  allowances,  export 
incentives,  repatriation  rights.  These  factors  along  with  a  vast  pool 
of  highly  skilled  technical  labor,  has  made  Israel's  economy  among 
the  fastest  growing  in  the  world. 

Investments  from  America  and  Europe  amount  to  $100  mil- 
lion a  year.  And  the  GNP  rose  8.8%  per  year  between  1952  and  1970. 
Most  recent  figures  show  it  is  growing  at  about  11%  per  year- 
one  of  the  highest  rates  in  the  world. 

Business  has  been  especially  good  between  Israel  and  the  United 
States.  In  1971  alone,  Israel  exported  to  America  goods  worth  $173 
million,  and  imported  in  return  some  $472  million. 

Impressive.  But  business  opportunities  are  still  limitless. 
There's  great  potential  whether  through  direct  investment,  joint 
venture,  or  establishing  your  own  business. 

If  you'd  like  more  information,  call  on  us.  As  the  only  Ameri- 
can bank  in  Israel,  we  can  help  you  with  the  vital  market  research, 
economic  guidance  and  financial  expertise  you  need  to  capitalize 
on  profit  opportunities  there. 

Write  or  phone  Abraham  Lecker,  senior  vice-president,  Inter- 
national Banking  Department,  at  our  Chicago  headquarters.  You 
will  be  surprised  by  the  number  of  opportunities  for  large  and 
small  investors. 


Exchange  National  Bank 


Exchange  National  Bank  of  Chicago  •  LaSalle  &  Adams,  Chicago,  Illinois  60690 
Phone:  312/332-5000  •  Telex:  25-3454 

Israel:  Tel  Aviv,  The  Shalom  Tower,  9  Ahad  Ha'am  Street 
Jerusalem,  48  Jaffa  Road 
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The  Numbers  Game 


pany?  Zero,  said  Stevens.  For  income 
tax  purposes,  an  operating  loss  and  a 
loss  on  the  sale  of  operating  assets  are 
generally  treated  as  ordinary  losses. 
The  entries  did  not  increase  or  de- 
crease Guth's  $1.8  million  loss.  They 
just  allocated  it  differently  and  more 
accurately. 

In  the  mail  that  day  we  received  a 
copy  of  a  letter  Arthur  Andersen  had 
written  Fred  Guth  in  November  1972. 
Guth  had  sent  it  to  us  to  document 
his  case.  Unhappily  for  Fred  Guth, 
however,  Arthur  Andersen's  letter 
confirmed  what  Gene  Stevens  had 
told  us.  Had  the  entries  made  by  Sola 
Basic  never  been  made,  wrote  the  ac- 
counting firm,  the  old  Guth  company 
would  still  have  had  exactly  the  same 
total  loss  on  the  sale  of  its  assets 
and  from  operations. 

No  wonder  the  SEC,  the  IRS  and 
the  New  York  Stock  Exchange  hadn't 
carried  the  matter  any  further! 

Not  that  Sola  Basic  didn't  get  a 
bargain.  While  it  had  had  to  take 
in  all  Guth's  current  assets  and  lia- 
bilities at  their  stated  value,  all  that 
plant  and  equipment  was  now  carried 
by  Sola  Basic  at  nearly  $2  million  less 
than  on  the  books  of  the  old  Guth 
company.  So  Sola  Basic's  depreciation 
charges  would  be  much  lower— and 
that  much  more  in  operating  income 
could  be  brought  down  to  the  bottom 
line.  Besides,  they  could  now  get  all 
those  lighting  controls  for  their  light- 
ing equipment  from  that  other  Sola 
Basic  division  at  cost.  Sola  Basic 
seemed  to  have  a  running  start  to- 
ward making  a  good  deal  out  of  this 
little  acquisition.  Especially  so  with 
the  recent  pickup  in  lighting. 

But  cooking  the  books?  Nary  a  sign 
of  it.  We  are  afraid  Fred  Guth  was 
jumping  to  the  wrong  conclusions. 
(Another  example:  Guth  thought  his 
controller  had  told  him  he  had  spent 
Sunday  "making  up  receiving  tickets 
to  match  those  faked  invoices."  Ac- 
tually, the  man  told  us,  he  had  been 
talking  about  making  up  estimates  <>l 
next  year's  dollar  purchases  ol  ballasts 
In  match  those  old  invoices— last  year's 
unit  shipments.)  We  wondered  il 
Guth  wasn't  just  peeved  at  his  loss 
of  authority  and  at  having  sold  out 
too  cheaply. 

However,  we're  not  peeved  at  Fred 
Guth  lor  leading  us  on  a  wild  goose 
chase.     Not    at    all.    We    had    learned 

something  about  the  intricacies  ol 
merger  accounting  and  negative  good- 

will.  And  WO  had  learned  that  account 
ing  entries,   however  confusing,    must 

be    presumed    proper    until    proven 

manipulative.  ■ 
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Crane-Deming  pumps  at  work  in  New  York 


A  clean  bill  of  health  for  a  threatened  lake, 


How  do  you  "doctor"  a 
lake  that's  facing  the  great 
ailment  of  our  times— pollu- 
tion? And  help  free  up  a  whole 
area  development  plan,  stalled 
by  this  problem?  Consider 
Keuka.  One  of  the  purest  and 
cleanest  of  all  the  Finger  Lakes 
in  upper  New  York  State.  Yet 
it  was  facing  the  hazard  of 
seriously  heavy  pollution. 
Sewage  waste  drainage  from 
large  septic  systems  threat- 
ened it.  So  did  leaching  fields 


in  the  surrounding  area. 

Consulting  engineers 
made  exhaustive  studies, 
looking  for  the  most  econom- 
ical solution  and  optimum 
protection  for  the  public 
water  supply. 

The  decision:  a  force  main 
system  over  3*/2  miles  long, 
powered  primarily  by  two 
pumping  stations. 

The  pumps:  Crane's 
Deming  vertical-type  solids- 
handling  pumps.  Four  in  each 
pump  house.  Engineered 
specifically  for  sewage  waste 
disposal  systems.  One  of  liter- 
ally hundreds  of  Crane  quality- 


engineered  products  and 
product  variations  for  control- 
ling industrial  and  municipal 
wastes.  Crane:  leaders  in 
products  and  technologies  to 
clean  up  our  waters  and  the  air 
we  breathe.  For  further  infor- 
mation contact:  Crane  Co., 
Dept.  AD,  300  Park  Avenue, 
New  York,  New  York  10022. 


CRANE 


Crane  makes  it  flow  clean  again. 


Forest  City  Revisited 

A  year  ago  Forbes  reported  on  a  small  town  that  had 

made  it  big  in  the  stock  market.  A  return  visit 

shows  how  the  residents  are  taking  the  present  bear  market. 


There's  no  joy  in  Forest  City,  but 
there's  no  gloom,  either.  Just  a  that's- 
the-way-it-is  attitude. 

A  small  farming  town  in  northern 
Iowa,  Forest  City  is  the  home  of  Win- 
nebago Industries,  the  world's  largest 
manufacturer  of  motor  homes.  A  year 
ago  Winnebago  was  selling  at  47  af- 
ter five  100%  stock  dividends  and  two 
splits.  More  than  half  of  the  4,400 
residents  of  Forest  City  are  stock- 
holders in  Winnebago.  Over  a  dozen 
became  millionaires.  Most  of  the  mil- 
lionaires no  longer  are.  Winnebago  is 
now  down  to  around  7. 

But  those  who  bought  at  the  of- 
fering price  of  $12.50  a  share  in  1966 
have  nothing  to  sing  the  blues  about. 
For  them,  an  original  investment  of 
$100  is  still  worth  some  $18,000. 
Trouble  is,  a  lot  of  the  present  share- 
holders are  people  who  bought  in  af- 
ter the  stock  dropped  from  47  to  25. 
They  figured  it  would  never  go  lower. 
They  are  holding  the  bag. 

Norman  Stromer,  who  runs  the 
only  brokerage  house  in  town,  a 
branch  of  M.  Wittenstein  &  Co.,  is 
philosophical.  He  says:  "I've  been  in 
the  stock  market  since  1954,  and  ups 
and  downs  don't  bother  me.  Farming 


is  all  ups  and  downs.  My  first  invest- 
ment was  in  cattle  at  $16  a  hundred 
pounds.  I  sold  them  at  $12.  Farmers 
are  my  best  customers,  because  they 
understand  the  market  is  like  an  auc- 
tion in  farming." 

Ben  Carter,  editor  of  the  Forest 
City  Summit,  agrees:  "Except  for 
those  who  borrowed  to  buy  the  stock, 
no  one  is  really  hurting.  You  play  with 
fire  when  you  buy  on  margin."  Like 
most  of  Forest  City,  Carter  isn't  wor- 
ried: "I  see  the  motor  homes  rolling 
out  of  the  plant  every  day  and  I  can't 
understand  why  the  stock  is  so  low." 

The  consensus  places  the  reasons 
far  away  from  Winnebago.  "There's  a 
lot  of  distraction  right  now  over  Wa- 
tergate," says  Carter.  Stromer  adds: 
"The  investment  dollars  are  pulling 
away  from  gasoline-related  compa- 
nies." Others  blame  the  mutual  funds. 
The  funds,  they  say,  are  cashing  in 
their  Winnebago  stock  because  of 
their  high  rate  of  redemptions.  Last 
July,  27  institutions  held  3.7  million 
shares;  last  month  19  institutions  held 
1.7  million  shares.  Singled  out  is  Key- 
stone Custodian  Fund,  which  bought 
Winnebago  early  and  ended  up  with 
2  million  shares  after  the  dividends 


and  splits.  Investors  Diversified  Ser- 
vices has  dropped  over  a  quarter  of 
a  million  shares  of  Winnebago  from 
its  funds. 

No  one  in  Forest  City  talks  about 
some  concrete  reasons  for  the  drop  in 
the  price  of  Winnebago.  Last  April 
Winnebago  settled  a  suit  against  it  for 
$4  million,  quite  a  chunk  of  cash  for 
a  company  with  $212  million  in  sales. 
One  week  later  the  company  an- 
nounced a  25%  reduction  in  produc- 
tion. This  caused  the  stock  to  drop 
five  points  right  then  and  there. 

Nor  are  the  citizens  asking  them- 
selves this  very  basic  question:  How 
could  the  stock— with  a  book  value  of 
$3  a  share  and  peak-year  earnings 
of  77  cents— how  could  it  ever  have 
been  worth  $47  a  share?  Or  even  $25? 

The  question  is  unthinkable  be- 
cause the  high  stock  price  was,  to 
them,  a  well-deserved  tribute  to  a  lo- 
cal industry.  And  stockbroker  Stromer 
even  finds  solace  in  the  fact  that,  al- 
though the  institutions  have  been  sell- 
ing, individuals  have  been  buying.  At 
the  beginning  of  1972  Winnebago  had 
6,000  stockholders  of  record.  By  April 
of  this  year  the  number  had  jumped 
to  21,000.  Stromer  sees  this  as  a  good 
sign,  reducing  the  chances  of  great 
market  swings  in  the  future.  But  stock 
market  old-timers  would  point  out  this 
kind  of  distribution  puts  stock  in  weak 
hands— people  who  will  sell  as  soon  as 
they  are  even  or  are  discouraged. 

John  V.  Hanson,  31-year-old  presi- 
dent of  Winnebago  and  son  of  the 


Winnebago's  stock  price  is  always  on  display  in  Forest  City's 
lone  brokerage  house.  In  April  1972  it  was  853/b.  Split 
2-for- 1  since  then,  it  was  recently  down  to  7. 
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\bure  building  a  business  and  raising 
a  family.  Business  life  insurance 
can  protect  both. 


Facts  from  New  York  Life 

You've  spent  years  building  a  business 
and  watching  it  prosper.  Almost  everything  you 
have  is  tied  up  in  it.  And  when  you  die,  you'd  like 
to  pass  it  along  intact— if  possible— to  your 
family. 

One  hurdle,  of  course,  is  that  Uncle  Sam 
will  insist  on  a  big  tax  bite.  So  will  the  state. 
And  estate  administration  and  funeral  expenses 
won't  be  small. 

Where  will  your  family  get  the  money? 

There's  a  unique  way  to  have  your 
corporation  pay  all  taxes  due  at  your  death 


along  with  all  estate  administration  and  funeral 
expenses —assuring  you  that  the  business  won't 
have  to  be  broken  up  to  raise  cash;  that  your 
family  can  inherit  it  as  you  planned. 
How? 

:  Section  303-IRC 

If  you're  a  stockholder  of  a  closely  held 
corporation,  and  if  your  net  worth  is  largely 
made  up  of  stock  in  your  corporation,  you  may 
be  able  to  take  advantage  of  Section  303  of  the 
Internal  Revenue  Code. 

Under  Section  303  your  executor  may  be 
permitted  to  sell  back  to  the  corporation  an 
amount  of  stock  equal  to: 

(a)  all  death  taxes,  both  federal  and  state 

(b)  all  administration  costs  and  funeral 
expenses  without  the  amount  received  by  the 


estate  being  considered  a  dividend  distribution 
and  taxed  as  regular  income. 

This  is  one  of  the  few  exceptions  to  the 
general  rule  that  a  partial  redemption  of  stock 
constitutes  a  taxable  dividend. 

Thus,  Section  303  provides  a  rare  oppor- 
tunity to  extract  some  of  the  retained  earnings 
from  a  corporation  on  a  completely  tax-free 
basis. 

Funding  the  redemption 
Does  this  mean  your  corporation  must 
maintain  a  large  cash  surplus  so  that  it  could 

redeem  your  stock  at  a  moment's  notice 
if  necessary? 
No. 

Life  insurance  can  provide  the 
liquidity.  Corporate-owned  life  insur- 
ance on  the  life  of  the  sole  or  principal 
stockholder  guarantees  that  the  corpo- 
ration will  have  the  cash— when 
needed. 

When  such  insurance  is  carried, 
the  very  event  that  gives  rise  to  the  re- 
demption also  produces  all  or  part  of 
the  money  that  the  corporation  must 
pay  out  to  the  estate. 

See  Your  New  York  Life  Agent 
Your  New  York  Life  Agent  will  be 
happy  to  work  with  you  and  your 
lawyer  in  setting  up  the  business  life  insurance 
plan  to  guarantee  the  needed  funds. 

Call  him  today.  Learn  the  facts  of  business 
life  insurance. 


We  guarantee 
tomorrow  today. 

New  York  Life  Insurance  Company,  51  Madison  Avenue, 
New  York,  N.Y  10010.  Life,  Health  and  Group  Insurance, 
Annuities,  Pension  Plans. 


Whether 

you 

are... 


Mowing  your  lawn  in  the  rain  in  Australia  with  a 
Victa  mower  that  mows  neatly  whether  the  grass  it 
cuts  is  dry  or  dripping  wet . . . 

Impressing  your  friends  in  Germany  with  a  Rowenta 
Solartronic  table  lighter  that  draws  electrical  energy 
from  the  sun  for  its  batteries  . . . 


Baking  a  cake  in  the  United  States  faster  and 
with  less  use  of  fuel  in  a  Cook  'N  Clean  frypan 
that  disassembles  for  complete,  quick  and 
easy  cleaning  . . . 


Making  delicious  coffee  in  Brazil  simply  and 
easily  with  a  Sunbeam  automatic  electric 
expresso  maker  .  .  . 


Grilling  steak  deliciously  in  England 
with  a  Rima  infra  red  grill  that  sears 
the  surface  quickly  to  seal  in  flavor 
and  juices,  then  cooks  fast .  .  . 

Styling  your  hair  in  Canada  with  a 
Mist  Stick  mist  styler  that  curls 
straight  hair  or  straightens  curly  hair 
with  equal  ease  .  .  . 


Shearing  sheep  or  clipping  farm  animals  almost 
anywhere  in  the  world  with  Stewart  equipment , 


Your  life  is  being  made  easier  or  more  pleasant  with  an  innovation 
from  a  worldwide  leader  in  small  appliances,  Sunbeam  Corporation. 

But  Sunbeam  is  more  than  just  a  maker  of  small  appliances.  It  is  an 
international  corporation  with  21  plants  in  12  countries  other  than  the 
U.  S.,  and  34%  of  its  sales  overseas.  It  is  a  supplier  of  air  and  water 
pollution  control  equipment;  industrial  furnaces;  automotive  equipment; 
ice  cube  makers;  walk-in  coolers,  freezers  and  refrigerated  warehouses, 
to  the  U.  S.  and  the  world  through  its  subsidiaries. 


\imbewn 


built  with  integrity 
backed  by  service 


Sunbeam  Appliance  Company,  a  division  of  Sunbeam  Corporation 

©Sunbeam,  Rowenta,  Stewart    TM  Victa,  Cook'N  Clean,  Mist  Stick,  Rima    ©1973,  Sunbeam  Corporation 


founder,  John  K.  Hanson,  has  this  to 
say:  "I  would  never  attempt  to  an- 
swer what  is  going  to  happen  to  the 
stock  because,  regardless  or  what  we 
do,  the  stock  does  its  own  thing,  at 
least  on  a  short-term  basis.  The  stock 
price  doesn't  affect  me  personally,  be- 
cause I  wasn't  spending  it  at  47  and 
I'm  not  spending  it  at  7. 

"You  feel  bad  about  the  price  of 
the  stock,  not  for  yourself,  but  for 
other  people  with  100  shares.  I  own 
8Q0,000  shares,  and  one  point  down 
is  $800,000.  That's  not  much  when  I 
think  of  John  K.  [his  father].  He  owns 
12  million  shares."  John  K.,  on  paper 
at  least,  is  down  a  half  billion  dollars. 

Forest  City's  life  style  didn't  change 
when  the  stock  was  up.  It  hasn't 
changed  now.  People  still  are  doing 
what  they  were  doing  before  the  stock 
went  its  dizzy  way.  That  was  true 
even  of  those  who  bought  in  early 
and  became  millionaires. 

However,  business  in  Forest  City 
has  definitely  been  affected.  Edward 
(Bud)  Haaland,  a  Ford  salesman 
who  has  400  shares  of  Winnebago, 
says:  "Last  time  I  bought  the  stock  it 
was  at  24.  Now  I  am  below  my  orig- 
inal investment,  but  it  doesn't  matter. 
I  have  faith  in  Winnebago." 

What  does  matter  to  him  is  car 
sales.  "Main  Street  isn't  smiling  ear-to- 
ear,"  he  says,  "and  it  is  harder  to  sell 
cars.  People  come  in  and  say,  'If  Win- 
nebago goes  up  to  20,  I'll  be  back 
to  buy  a  new  car.'  " 

If  Was  "Exfra" 

Ron  and  Karen  Rollefson,  who  own 
a  major  appliance  store  in  town,  also 
have  felt  the  effect  "Our  sales  are 
down  about  18%  from  a  year  ago," 
says  Ron  Rollefson  cheerfully.  "I  fig- 
ure that  what  I  made  on  Winnebago 
was  extra,  and  I  never  counted  on  be- 
ing  a  millionaire."  At  the  stock's  high, 
the  Rollefsons  were  worth  $200,000, 
but  that  has  dwindled  to  825,000. 
"The  stock  market  still  is  the  best 
show  in  town,"  Ron  Rollefson  adds. 

And  that's  for  sure.  People  no  long- 
er flock  into  Wittenstein's  at  the  rate 
of  200  a  day  to  buy  Winnebago  stock, 
but  they  still  call  at  all  hours  to  listen 
to   a   tape   recording  of  the  closing 

Dow  Jones  index  and  the  closing  Win- 
nebago price.  They  slow  down  when 
they  drive  past  Wittenstein's  window, 
where  the  latest  Winnebago  price  is 
displayed.  And  they're  still  putting  in 
enough  orders  lor  Winnebago  so  thai 

Wittenstein's  business,  while  down,  is 
doing  a  little  better  than  breaking 
even,  which  is  more  than  most  Wall 
Street  houses  can  sa\ . 

Forest  City  is  finding  out  that  Wall 
Street  and  stock  prices,  while  impor- 
tant, arc  peripheral  to  the  real  busi- 
ness world.  Life  goes  on,  ■ 
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She  may  look  like 
the  girl  next  door 
but  Myung  Ginzel 
has  just  been 
chosen . . . 


...the  best  lock  box  processor 

in  the  country! 


Myung  works  for  C&S.  She  works  on  the  GAF 
Corporation  lock  box  account. 

Recently,  GAF  Corporation  rated  the  banks 
operating  all  of  their  lock  boxes  throughout  the 
country.  They  compared  efficiency,  speed,  cour- 
tesy and  accuracy.  When  results  were  tallied,  C&S 
and  Myung  Ginzel  were  at  the  top  of  the  list. 


Myung  is  representative  of  the  dedicated  staff 
of  trained  professionalswho  process  all  447  C&S 
lock  box  accounts.  Each  month,  ihey  process 
over  1 ,500,000  items— with  incredible  accuracy. 
They're  the  best  in  the  business. 

Is  anything  less  than  the  best  good  enough  for 
your  business? 


CgS 


The  Citizens  and  Southern  Banks  in  Georgia 


Member  F.D.I.C. 


Another  way  to  skin 
an  energy  crisis: 
products  that  use 
less  energy. 


This  home  saves  fuel  by  using 
environmental  energy— with  a 
Westinghouse  heat  pump. 

Amazingly  efficient  way  to  heat 
and  cool— it  "borrows"  energy 
from  the  outside  air.  It's  a  ma- 
chine to  make  heat  flow:  into  the 
house  in  winter,  out  of  the  house 
in  summer. 


This  building  has  a  Westinghouse  system  that 
recycles  energy.  Fuel  energy  saving:  14%.  It  collects 
and  stores  the  "waste"  heat  produced  by  the  light-  . 
ing  system,  and  uses  it  to  heat  the  building.  Most 
winter  days,  no  additional  heat  is  needed.  In  sum- 
mer, the  system  reduces  office  heat,  so  air  condition- 
ing takes  less  power. 


Westinghouse 


This  new  Westinghouse  room  air 
conditioner  uses  21  %  less  power 
than  last  year's  model.  Same 
cooling  capacity,  just  a  more 
efficient  design.  Makes  possible 
fuel  savings  at  the  local  power 
plant. 


Westinghouse-powered  commuter  trains  carry 
people  on  far  less  fuel  energy  than  autos  would  use. 

For  commuters  in  autos,  the  energy  in  a  gallon  of 
fuel  is  good  for  18  passenger  miles.  For  commuters 
riding  trains,  the  same  amount  of  fuel  energy  is  good 
for  60  passenger  miles. 

Westinghouse  Electric  Corp.,  Pittsburgh,  Pa.  15222 


helps  make  it  happen 


We  help  metals  go  'round 
to  preserve  what's 
in  the  ground 


Recycling  allows  the  use  of  nonferrous 
metals  over  and  over  again.  It  accounts  for 
40%  of  the  copper  and  lead,  20%  of  the  zinc 
and  30%  of  the  aluminum  used  in  the  United 
States  every  year.  Today's  copper  necklace, 
for  example,  could  have  come  from  the 
radiator  of  a  1922  Reo  automobile. 
In  a  typical  year  our  Federated  Metals  Division 


converts  over  100,000  tons  of  nonferrous  scrap 
into  metals  that  meet  standards  as  rigid  as 
those  which  apply  to  virgin  metal. 
Recycling  helps  obtain  enough  metal  to  go 
around,  conserves  the  earth's  supply  of  ore, 
and  helps  get  rid  of  mountains  of  scrap. 
Mining  and  recycling  work  hand  in  hand  at 
120  Broadway,  New  York,  N.Y.  10005. 


ASARCO 

AMERICAN  SMELTING  AND  REFINING  COMPANY 


Back  to  Basics 


A  few  years  back,  Genera/  Mills  was  talking  about 
synergistic  diversification.  Now  it  prefers  to  talk  about 
homely  breakfast  cereals  and  meat  extenders. 


"This  is  a  great  time  to  be  in  the 
food  business,"  says  General  Mills 
Chairman  James  P.  McFarland.  "All 
of  a  sudden,"  he  goes  on  with  the 
air  of  a  man  who  has  just  struck  oil 
in  his  backyard,  "food  is  our  great- 
est national  resource.  Ten  years  ago 
nobody  thought  like  this." 

In  fact,  he  says,  convenience  foods 
are  already  a  growth  industry.  Mc- 
Farland believes  that  sales  of  con- 
venience foods  like  General  Mills' 
Betty  Crocker  Snackin'  Cakes  ($15 
million  in  sales  last  year)  and  Tuna 
Helper  ($10  million  plus)  are  bound 
to  keep  soaring. 

"We  launched  Bisquick,  our  first 
real  convenience  product,  in  1933," 
recalls  McFarland,  who  was  a  sales- 
man in  those  days.  "It  was  tough  to 
sell.  We  were  in  the  Depression,  and 
a  woman's  place  was  in  the  home." 
That  year  General  Mills  moved  only 
$800,000  worth  of  Bisquick.  "Last 
year,"  McFarland  says,  "we  sold  3 
million  cases.  Boughly  $25  million. 
Think  of  that!" 

McFarland's  enthusiasm  for  food  is 
understandable.  General  Mills'  moves 
toward  diversification  have  been  far 
from  howling  successes.  When  McFar- 
land took  over  as  chief  executive  in 
1968,  he  saw  his  job  as  being  to 
"take  our  unusual  talents— our  market- 
ing ability— and  move  the  company 
into  any  area  where  we  could  serve 
customer  needs  and  make  ourselves 
the  product  leader."  The  "concept"  so 
wowed  Wall  Street  that  within  two 
years  General  Mills  stock  shot  up 
from  24  to  over  60. 

For  the  company,  however,  the 
diversification  was  all  but  a  bust: 

General  Mills  has  opened  fish-and- 
chips  shops  in  Arizona,  take-out  chick- 
en stores  in  Great  Britain  and  Betty 
Crocker  pie  shops  in  the  Twin  Cities 
area.  But  of  the  seven  chains  ac- 
quired'or  started  since  the  late  Six- 
ties, four  have  been  shut,  and  in 
1972  the  company  had  to  take  a  $2- 
million  loss  on  its  restaurants. 

Late  in  the  1960s  General  Mills 
bought  a  sockful  of  toy  companies, 
including  Parker  Bros.  (Monopoly) 
and  Kenner  Products  (Easy-bake 
ovens),  only  to  face  a  sharp  drop  in 
the  U.S.  birth  rate  (and  thus  the  num- 
ber of  children)  and  a  sagging  econo- 
my. Within  two  years  pretax  profit 
from  toys  and  games  slumped  from 
$10  million  to  $1.4  million  in  the  fiscal 
year  ended  May  1971. 


General  Mills  has  also  branched 
out  overseas,  but  so  far  with  little 
success.  Early  in  1968  it  bought  into 
Smiths  Food  Group,  once  Britain's 
leading  maker  of  potato  chips.  But 
that  market  has  peaked,  and  in  1970 
General  Mills  had  to  write  off  $13.1 
million  in  overvalued  assets  of  its  U.K. 
subsidiary. 

Did  these  assorted  misadventures 
clobber  General  Mills'  earnings?  Not 
a  bit  of  it.  Thanks  to  food.  Food 
contributed  79%  of  earnings  in  the  last 
fiscal  year  on  75%  of  the  company's 
$1.3-billion  sales.  Thanks  again  to 
food,  General  Mills  ought  to  show 
close  to  another  20%  gain  in  both  sales 
and  earnings  when  the  final  figures 
are  in  for  the  fiscal  year  just  com- 
pleted (May  27). 

The  best  that  can  be  said  for  Gen- 
eral Mills'  expansion  out  of  cereals 
and  cakes  is  that  it  has  been  some- 
thing of  a  drag.  McFarland  has 
changed  managements  and  consoli- 
dated sales  forces  in  his  toy  compa- 
nies, while  giving  his  fashion  firms 
(like  David  Crystal  and  Kimberly 
Knitwear)  strict  orders  to  concentrate 
on  middle-of-the-road  merchandise 
and  avoid  the  perils  of  mod  and 
haute  couture  fashions. 

Meanwhile,  General  Mills  has  some 
promising  new  tilings  going  for  it  in 
the  food  area.  For  example,  Mc- 
Farland answered  the  howl  over  meat 
prices  by  helping  Red  Owl  stores  in 
Minneapolis  introduce  Juicy  Burger 
No.  2,  a  mixture  of  three-fourths  ham- 
burger meat  and  one-fourth  soybean 
extender.  The  cost  saving  to  the  house- 
wife, as  compared  with  regular  ham- 
burger, is  estimated  at  about  20%. 
"It's  like  Bisquick  all  over  again,"  says 
an  enthusiastic  McFarland,  adding, 
"there  is  social  pressure  for  us  to  ac- 
celerate sales."  This  time  because  of 
the  price  of  meat. 

General  Mills  is  also  pushing  Ham- 
burger Helper,  a  line  of  fillings  like 
stroganoff  and  lasagna  that  can  be 
added  to  meat  dishes  to  reduce  food 
bills.  First  year's  sales:  over  $30  mil- 
lion and  rising  fast  for  General  Mills, 
which  claims  75%  of  the  protein-ad- 
ditive market. 

Breakfast  cereals  are  also  regaining 
their  crackle,  says  McFarland,  with 
sales  (chiefly  through  gains  in  Cheer- 
ios  and  new  brands  Count  Chocula 
and  Frankenberry)  up  over  10%  in 
the  fiscal  year  just  ended.  Why?  Be- 
cause,  despite   parental   frowns,   kids 


Liberated?  Yes.  But  even 
after  joining  the  assembly  line, 
women  have  not  lost  the  urge  to 
cook,  especially  when  conven- 
ience foods  cut  baking  time. 


continue  to  stuff  themselves  with  pre- 
sweetened  brands. 

"Sure,  the  nutrition  attacks  sent 
our  cereal  sales  down  for  two  years," 
says  Executive  Vice  President  H. 
Brewster  Atwater  Jr.,  "but  what  those 
attacks  really  did  was  make  the  pub- 
lic aware  of  ihe  importance  of  a 
nutritious  breakfast."  One  General 
Mills  market  survey  found  that  60% 
of  all  American  breakfasts  are  nutri- 
tionally inadequate  and  that  one  per- 
son in  five  either  has  no  solid  food  at 
breakfast  or  skips  it  entirely.  "The  rea- 
son people  don't  eat  breakfast,"  says 
Atwater,  "is  that  they  just  can't  stom- 
ach it.  It's  a  taste  problem." 

Breakfast  a  growth  industry?  Sound 
unconvincing?  Perhaps,  but  General 
Mills  tried  some  more  exciting  lines 
of  business  and  they  just  didn't  work 
out  at  all  well.  ■ 
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Not  just  another  hotel  in  San  Francisco. 
But  a  Knott  Hotel. 

Our  hotels  are  a  friendly,  personable  environ 
ment  of  "guest  awareness"—  we  cater  to 
you.  Gracious  suites,  spacious  rooms  and 
special  executive  services.  Plus  fine  resta 
rants,  bars  and  entertainment  you'll  really 
like.  After  all,  Knott  Hotels  have  practiced 
the  art  of  innkeeping  since  1889.  Try  us. 

SAN  FRANCISCO 


THE, 


70* 


THE  KNOTT  HOTELS: 
CHICAGO,  Opening  August,  1973 
NEW  YORK/ SAN  FRANCISCO 
TORONTO,  CANADA/LONDON,  ENGLAND 
BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 


For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 


haverscissors 
much  better! 


Scissors  have  been  around 
a  long  time  and  we 
couldn't  blame  you  for 
not  expecting  much 
improvement.  But  Haver- 
scissors are  really 
superior.  They  are  anato- 
mically shaped  to  your  fingers 
and  designed  to  cut  swiftly 
and  comfortably-free-hand  or 
sliding  along  table.  Ultra-light, 
finest  Solingen  stainless  nickel- 
steel,  with  cushion-soft  orange 
plastic  handles.  Isn't  it  satisfying 
when  even  modest,  everyday 
things  can  be  brought  to  such 
level  of  function  and  design? 


>k 


□  Please  send  me. 


.pairs  of 


Haverscissors  @  $4.95  each.  (Add 
$1  post,  and  insur.  for  entire  ship- 
ment-Calif, deli  v.  add  tax.)  I  may 
return  scissors  in  two  weeks  for  full 
refund  if  not  delighted.  I  enclose 
check  or  you  may  charge  my  BA  or 
MC  Account. 

Account  # 

Expires 

Name 

Address 


.Zip. 


havephills 


320 


FM0615 

584  Washinqton,  San  Francisco  94111 


FREE 

00 

jPage  maintenance 
Catalog 

The  Randustrial®  Maintenance  Catalog 
is  concise,  and  easy-to-use.  It  is  an  en- 
tirely new  publication  which  contains 
56  pages  of  cost-saving  maintenance 
products,  procedures,  and  ideas.  Prices, 
coverages  and  drying  times  are  also 
indicated.  The  manual  features  a  Major 
Product  Section  which  helps  solve  the 
majority  of  common  plant  mainte- 
nance problems.  Flooring,  Roofing, 
and  General  Maintenance  products  are 
separated  into  individual  categories. 
Free  2  Gallon  Samples  are  available  on 
many  products. 

Inquire  for  your  FREE  Catalog: 


Randustrial . 

Corporation 

j  formerly  Ranco  Industrial  Products  Corp 


13306  Union  Avenue 
Cleveland,  Ohio  44120 
Phone:  (216)283 


0300 


The  Bill 

You're  Stuck  With 


Whether  or  not 

it  makes  sense  two  or 

three  years  from  now, 

you,  taxpayer, 

are  going  to  foot  the  cost 

of  building 

a  fast-breeder  reactor. 

When  it  comes  to  matters  nuclear, 
Democratic  Representative  Chet  Holi- 
field  of  California  has  a  profound  dis- 
trust of  private  industry.  Which  is 
why  the  U.S.  Government  is  now  com- 
mitted to  a  ten-year  program  to  build 
a  liquid-metal  fast-breeder  reactor 
even  if,  in  the  meantime,  scientific 
developments  or  the  economic  facts 
of  life  make  the  project  inadvisable. 

What  this  will  cost  the  U.S.  tax- 
payer is  anybody's  guess.  Pick  your 
own  Gypsy  fortune-teller. 

The  Atomic  Energy  Commission 
says  the  entire  bill  for  the  project  will 
be  $700  million  over  the  ten-year  pe- 
riod. Experts  outside  the  Government 
say  it  will  be  closer  to  $1.5  billion, 
even  at  today's  prices.  And  who  knows 
what  tomorrow's  prices  will  be,  to  say 
nothing  of  prices  five  or  six  or  seven 
years  from  now? 

A  liquid-metal  fast-breeder  reactor 
is  one  that  creates  new  atomic  fuel 
while  consuming  the  old.  There  is  a 
good  argument  in  favor  of  building 
one:  to  extend  the  nation's  uranium 
reserves  and  to  ensure  that  electric 
power  companies  do  not  confront  a 
steeply  rising  price  for  nuclear  fuel  in 
the  late  1980s  as  they  are  now  con- 
fronting for  coal. 

President  Nixon  endorsed  the  proj- 
ect in  his  1971  message  on  energy, 
but  the  companies  that  make  atomic- 
energy  plants,  notably  Westinghouse 
and  General  Electric,  have  not  been 
too  enthusiastic  about  it.  The  basic 
fact  is  that  the  fast-breeder  reactor 
will  never  create  a  huge  new  indus- 
try, as  the  now  conventional  water  re- 
actors have.  The  reason  is  the  cost,  an 
estimated  $1  billion  even  after  the 
fast-breeder  reactors  become  commer- 
cial. Says  John  Simpson,  head  of 
Westinghouse's  electric  power  divi- 
sion: "They  may  require  some  gov- 
ernment subsidies  plus  a  shaving  ol 
profits  by  the  manufacturers  and  the 
utilities." 

Westinghouse  has  won  the  prime 
contract  to  build  the  demonstration 
plant's  $300-million  core  reactor.  H 
has  parceled  out  40%  of  the  contract 
to  the  two  losing  bidders,  General 
Electric  and  Rockwell  International's 
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Atomic  International.  A  sign  of  how 
these  three  giant  companies  feel  is 
that  they  have  said  they  will  contrib- 
ute only  $30  million  to  the  project 
over  the  ten-year  period— and  this  not 
in  cash  but  in  services. 

Headed  by  Commonwealth  Edison 
of  Chicago,  the  utilities,  to  whom  fast- 
breeder  reactors  could  serve  as  a 
hedge  against  rising  uranium  prices, 
are  putting  up  $250  million.  With 
355  companies  participating,  this  av- 
erages some  $70,000  a  year  for  each. 

Aside  from  dribs  and  drabs  from 
other  sources,  the  U.S.  taxpayer  will 
foot  the  rest  of  the  bill. 


Under  the  original  proposal  be- 
tween the  AEC  on  the  one  hand,  and 
Commonwealth  Edison  and  the  Ten- 
nessee Valley  Authority,  which  will 
buy  the  reactor's  power,  on  the  other, 
all  three  were  to  share  authority  in 
the  project.  All  three  had  to  agree 
on  everything.  If  any  one  disagreed, 
that,  in  theory  at  least,  would  be  the 
end  of  the  project. 

Holifield  Steps  in 

When  69-year-old  Holifield,  who  is 
the  most  powerful  man  on  the  Joint 
Atomic  Energy  Committee,  heard 
about  this,  he  blew  up  over  "the  co- 
ercive element  of  veto." 

"I  don't  want  Commonwealth  Edi- 
son or  the  TVA  having  approvar 
rights  of  the  Atomic  Energy  Commis- 
sion," he  declared.  As  a  result,  the 
final  contract  gives  the  AEC  ultimate 
authority  on  all  questions. 

Is  that  good  or  bad? 

In  a  way,  good.  It  will  ensure  a 
smoother  working  administration.  On 
the  other  hand  it  also  makes  prac- 
tically certain  that,  no  matter  what 
happens,  the  plant  will  be  built.  The 
project  'is  already  under  attack  from 
environYnentalists  and  some  scientists, 
because  the  breeder  reactor  will  cre- 
ate plutonium,  a  highly  dangerous 
substance.  In  the  next  ten  years,  it  is 
possible  that  far  better  ways  of  creat- 
ing nuclear  energy  may  be  devised. 
The  project  may  prove  so  costly  as 
to  be  wildly  uneconomic. 

No  master.  History  shows  that  bu- 
reaucracies rarely  vote  themselves  out 
of  jobs  or  high-minded  endeavors. 

So,  come  what  may,  there  will  be  a 
breeder  reactor  and  the  taxpayers  will 
foot  the  bill.   ■ 


It's  Georgia's  1973  Industrial  Survey  and  your  fav- 
orite company  will  get  hours  of  enjoyment  from  it. 
Because  it  tells  you  all  about  industrial  living  in 


Georgia,  the  at- 
tractive profit  po- 
tential here,  and 
all  the  things  that 
make  life  so  much 
easier  here.  To 
order  a  copy  for 
your  company, 
simply  mail  the 
coupon.  Or  call 
404-656-3572. 


GEORGIA. 

Where  a  company  can  live  like  a  human  being. 


Georgia  Department  of  Community  Development 
Industry  Division,  Dept.  FB-7,  Box  38097 
Atlanta,  Georgia   30334 
Please  send  me  a  copy  of  the  1 973  Georgia 
Industrial  Survey. 

Ma  me   . 

Company  

Address 

City  

State Zip  


Confidential 
LOANS 

$1500  to 
$12500 

■  The  nationally  recognized  financial 
service  used  regularly  by  over 
20,000  professional,  executive,  and 
technical  men  and  women  like  you. 

■  A  quick  and  extremely 
confidential  source  of  credit  for 
immediate  needs  or  as  a  credit 
line  whenever  you  need  it. 

■  No  collateral ...  no  embarrassing 
investigation.  No  charge  for 
establishing  your  credit  line. 

■  Simple  details  handled  over  the 
phone  or  by  personal  mail  from 
the  privacy  of  your  home  or  office. 

■  THE  quiet  service  for  your 
financial  needs.  Dial  our  private, 
toll  free,  number  800-328-7328  or 

write  Charles  R.  Donner,  Executive 
Loan  Director. 

Industrial  Credit 
Financial  Services 


m 


241  Hamm  Building, 

Saint  Paul,  Minnesota  55102 

Member:  American  Industrial  Bankers 

Association  since  1937. 


make227dnnks. 


Invite  a  friend  over  for  a  tall  cool  one  on 
the  rocks.  Or,  invite  227  friends  over. 
With  this  Scotsman  home  or  office  ice- 
maker,  you  can  s' ore  up  to  670  cubes 
(it  makes  480  per  day).  What's  more, 
these  cubes  are  gourmet  quality:  rounded 
to  prevent  sticking,  diamond  clear  and 
frozen  rock  hard  to  last  longer.  Built-in 
or  free-standing.  Scotsman  could  make 
you  the  social  hit  of  the  year. 


r_  l=i[sCOTSMQINf  J .^ 


COMMERCIAL  ICE  SYSTEMS  /  HOME  ICE  MAKERS 

42306  Front  Street  Albert  Lea,  Minn.  56007 

Send  me  details  on  Scotsman's  home  or  office 
ice-maker. 

Name 


Address. 
City 


State  . 


Zip. 
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"My  top  operating  people  we 
in  1972.  They  tripled  ther 


>ld 


we  had  to  boost  profits 
ess  they  listen  hard!' 


Number  three  in  a  series  of  interviews  with  Gilbert  F.  Richards, 
President  and  Chief  Executive  Officer  of  The  Budd  Company. 


Results  like  these  are  not  easy  to  come  by.  But  the 
hard  work  is  beginning  to  pay  off.  We've  turned 
the  corner. 

It  wasn't  too  long  ago  that  we  completely  reor- 
ganized the  company  from  scratch.  We  pulled  in 
our  belts.  Took  a  good  look  at  where  we  had  been. 
And  where  we  were  going.  We  redirected  our- 
selves and  targeted  everything  we  did  toward  one 
goal:  improving  profits. 

It  paid  off. 

This  past  year,  1972,  net  sales  were  $671  mil- 
lion. Up  from  $540  million  in  1971.  Net  earnings 
hit  a  high  of  $  1 4.8  million,  before  an  extraordinary 
credit,  up  from  $4.8  million.  That's  better  than  a 
three-fold  increase. 

There  are  many  reasons  for  this  growth.  Cen- 
tralizing corporate  headquarters  in  Detroit.  Cut- 
ting out  pieces  that  didn't  fit.  Taking  advantage  of 
our  most  promising  strengths.  Establishing  a  five- 
year  growth  plan.  And  more.  Like  using  our 
22,000  people  better. 

They  are  now  structured  in  three  groups:  Auto- 
motive, Industrial  and  International. 

Our  Automotive  Products  Group  was  respon- 
sible for  83%  of  our  net  sales.  It  includes  the 
stamping,  frame,  wheel  and  brake  divisions.  Also, 
tool  and  die  and  the  Milf ord  Fabricating  Company. 

Group  sales  increased  by  30%  last  year.  The 
increase  was  due  to  greater  market  penetration  in 
key  areas  as  well  as  to  the  sharp  rise  in  automotive 
and  truck  production.  It's  one  reason  why  Budd  is 
the  fourth  largest  user  of  steel  in  the  automotive 
industry. 

The  Industrial  Products  Group,  made  up  of  five 
divisions — the  Railway  Division,  Gindy  Mfg.  Cor- 
poration, Waupaca  Foundry,  Inc.,  Duralastic 
Companies  and  the  Polychem  Division — ac- 
counted for  16%  of  1972  net  sales. 

These  components  are  responsible  for  the  pro- 
duction of  railway  passenger  cars  and  trucks, 
truck  trailers  and  container  chassis,  industrial 
castings,  plastic  automotive  body  parts  and  other 
products  for  foundries  and  steel  mills. 

The  International  Group's  activities  are  divided 
into  three  main  areas:  export  sales,  manufacturing 
and  licensing  the  use  of  Budd  technology  and  ex- 
pertise in  15  countries.  It  has  substantial  owner- 
ship in  five  overseas  companies,  is  licensor  to  28 


foreign  manufacturers,  including  most  of  the 
world's  major  automotive  and  railway  companies 
and  has  a  worldwide  network  of  some  200  distrib- 
utors. Sales  last  year  of  the  five  unconsolidated 
foreign  affiliated  companies  reached  $66  million, 
with  a  significant  amount  going  toward  profits. 
This  group,  we  expect,  will  see  substantial  growth 
in  the  future,  principally  in  Latin  America  and 
the  European  Common  Market. 

All  three  of  our  operating  groups  should  turn  in 
higher  sales  and  profits  in  1973.  Automotive  and 
Gindy  should  be  substantially  ahead.  And,  of 
course,  the  recovery  of  the  Polychem  Division 
from  the  adverse  effects  of  floods  in  1972  will  be 
helpful. 

Overall,  it  appears  at  this  point  that  we  are 
running  at  a  35%  rate  of  improvement  in  consoli- 
dated net  earnings  over  1972  on  a  15%  rise  in 
sales.  Accordingly,  by  1977  we  anticipate  one  bil- 
lion dollars  in  sales  based  upon  our  five  year 
growth  plan. 

And  in  light  of  the  significant  earnings  gains, 
coupled  with  a  greatly  improved  financial  condi- 
tion, The  Board  of  Directors  in  October  voted  to 
resume  dividends  on  the  common  shares  of  the 
company.  Dividends  of  10  cents  per  share  were 
paid  in  December  1972  and  March  1973.  The  last 
previous  dividend  on  the  common  shares  had  been 
five  cents  per  share  paid  in  September,  1970. 

Obviously,  things  have  changed  for  Budd.  For 
the  better.  So  if  you  hear  people  talking  about  the 
new  Budd  Company,  you're  hearing  right. 

Want  to  know  more?  Write:  The  Budd  Com- 
pany, Corporate  Headquarters,  2155  West  Big 
Beaver  Road,  Troy,  Michigan  48084  for  our  1972 
Annual  Report. 
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2155  W.  Big  Beaver  Road 
Troy,  Michigan  48084 


Consolidated  net  earnings  for  1972  were  $14,801,000  before 
an  extraordinary  credit,  as  compared  with  $4,810,000  for 
1971.  After  provision  for  dividends  in  outstanding  preferred 
shares,  this  was  equal  to  $2.18  per  common  share  in  1972  as 
against  69  cents  per  share  in  1971.  Dividends  of  10  cents  per 
common  share  and  $1.25  on  the  $5  preferred  shares  are  pay- 
able June  1,  1973  to  holders  of  record  May  10, 1973. 


The  Money  Men 


View  from  the  Falls 

E.  Douglas  Howard  II  is  one  of  those  Money  Men  who, 
like  Omaha's  now  inactive  Warren  Buffett,  prefers  to  ply 
his  trade  in  the  hinterland— in  this  case  from  a  modest 
office  building  in  Buffalo.  Howard  is  president  of  Niagara 
Share  Corp.,  a  closed-end  fund  with  total  assets  on  June 
1,  1973  of  $118  million.  The  nest  egg  around  which  Ni- 
agara Share  was  built  was  family  money  of  the  Schoell- 
kopf  family  of  Buffalo,  whose  imposing  fortune  was  based 
on  the  power  of  Niagara  Falls  as  converted  into  wealth 
by  the  corporate  predecessors  of  Niagara  Mohawk  Power 
Corp.  Paul  A.  Schoellkopf,  chairman  of  Niagara  Share, 
is  a  great-grandson  of  the  German  immigrant  who  was 
the  original  power  baron. 

Howard  rarely  looks  to  Schoellkopf  and  his  board  for 
concurrence  even  if  he  feels  matters  of  policy  are  involved. 
He  bought  South  African  gold  stocks  without  consulting 
the  board  despite  a  good  deal  of  opinion  that  it  might 
not  be  socially  responsible.  ("I'd  rather  risk  a  few  broken 
windows,"  he  says,  "than  not  have  my  shareholders'  money 
where  I  thought  it  should  be.")  And  thanks  largely  to  its 
foreign  oil  and  gold  stocks,  Niagara  Share  was  down  only 
1.5%  in  this  year's  first  quarter,  vs.  6%  and  4.9%  for  the 
Dow  Jones  industrials  and  the  Standard  &  Poor's  500. 

The  management  of  Niagara  Share's  money  is  Howard's 
alone— and  very  competent  management  it  is.  "Over  the 
last  five  and  ten  years  we've  beaten  the  averages  every 
period,"  he  says  matter-of-factly.  In  addition,  Niagara  has 
outperformed  every  diversified  closed-end  except  Ja- 
pan Fund  and  all  but  a  few  open-end  funds. 

That  performance  has  come  from  the  rigorous— one 
might  almost  say  rigid— application  of  some  Howard 
principles.  He  believes  in  full  investment  and  low  (under 
15%  a  year)  turnover:  His  studies  have  convinced  him 
that  people  who  shift  among  stocks,  bonds  and  cash  are 
more  often  wrong  than  right,  and  that  the  best  results 
come  from  holding  the  right  stocks.  What  is  he  looking  for? 
"I  want  mostly  smaller  companies  in  the  $50-million-to- 
$100-million  range— another  Xerox,"  he  admits.  "But  we 
go  about  it  a  little  differently  than  most.  We  want  to  buy 
into  a  company  after  it  has  had  some  lumps  and  has 
proved  it  has  the  management  and  financial  backing  to 
weather  obstacles.  If  it  looks  like  we  were  wrong,  we  sell 
quick;  when  we're  right,  we  just  hold  and  hold." 

Niagara  now  has  some  ten  small  companies  in  its  port- 
folio, out  of  50  to  60  total  stocks.  The  profits  in  some 
Howard  has  held  are  great:  His  $13  million  worth  of 
IBM  cost  him  $400,000  in  1953;  his  $11  million  in 
Schlumberger  just  $1  million;  his  $6  million  in  Nalco 
only  $180,000. 

His  principles  have  cost  him  some  winners,  too.  He 
sold,  at  a  $4.6-million  profit,  the  $205,000  in  Polaroid 
letter  stock  that  the  company  received  from  Dr.  Land, 
"He  stumbled  once  and  I  held,"  says  Howard.  "He 
stumbled  twice  and  I  sold.  We  also  made  over  $14  million 
on  Xerox,  which  we  owned  when  it  was  the  Haloid  Co. 
But  when  they  tried  to  buy  CIT,  I  felt  it  showed  a 
deficiency  in  management,  so  I  got  right  out."  Too  soon, 
of  course,  but  at  a  huge  profit  all  the  same. 

Howard  claims  to  have  only  one  invariable  rule: 
"Never,  no  matter  how  much  you  like  an  investment,  put 
more  than  5%  of  assets  in  it.  Usually,  don't  put  more  than 
2%.  If  it  goes  well,  it  can  become  significant  over  the 
years.  But  if  it  goes  sour,  it  can't  hurt  you  too  much."  Here 
are  some  other  Howard  principles: 
•  "You  can't  learn  everything,  so  don't  try."  Howard  him- 


Howard  of  Niagara  Share 


self  concentrates  on  a  handful  of  industries:  data  process- 
ing, energy,  chemicals,  electronics,  medical  and  financial. 

•  "Be  flexible  about  every  investment  rule  you  have 
—except  the  one  limiting  the  risk  you  take  on  a  single 
stock.  Times  change.  For  example  we  only  like  to  buy 
stock  in  industries  with  above-average  growth.  Naturally, 
I  don't  think  gold  is  a  growth  industry  any  more  than  I 
think  milk  is.  But  I  was  sold  a  good  ease  for  potential 
devaluation  and  an  increase  in  the  gold  price,  so  I  broke 
my  rules  and  bought  gold  stocks." 

•  "Listen  to  your  friends  and  enter  ventures  with  supe- 
rior backing"— such  as  the  Jardine  Japan  Fund,  co-spon- 
sored by  Robert  Fleming  and  Co.  of  London;  Howard 
thinks  Niagara  is  the  only  U.S.  firm  in  it.  Helped  by  two 
devaluations,  the  fund  is  up  83%  in  the  last  two  years. 

•  "After  you  listen,  check  personally.  For  years  I've 
wanted  to  buy  Hoffmann-La  Roche,  the  great  Swiss  drug 
firm  [see  page  36].  But  I  couldn't  gel  an)  hard  numbers 
and  I  just  won't  buy  a  stock  without  them." 

Assuming  that  these  rules  are  sound  in  general,  have 
they  been  applied  soundly  by  Howard  in  particular  cases 
One  answer  lies  in  Niagara's  splendid  record,  which  has 
been  good  in  both  up  and  down  markets,  lint  just  as  im- 
portant is  what  Howard's  too-early  sales  of  Polaroid  and 
Xerox  reveal:  namely,  that  he  practices  what  he  preaches. 

Howard  is  now  65,  and  his  successor  is  scheduled  to 
be  Buffalo-bom  Robert  Irwin,  48,  who  had  managed  some 
Schoellkopf  money  well  at  the  Marine-  Midland  Bank  but 
was  not  happy  in  his  nomnoney  management  job  at 
Dreyfus-Marine  Midland.  But  Howard  seems  reluctant 
to  retire  and  probably  won't  before  next  January.    ■ 
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Chase's  Moscow  Office  makes  complex  East-West  trade 

a  little  less  complex. 


Let's  face  it.  The  evolving  East-West  trade  situa- 
tion is  still  taking  shape.  But  it's  important  for  every- 
body that  it  operate  smoothly. 

Because  trade  between  Russia  and  the  U.S.  could 
reach  billions  of  dollars  a  year  within  five  years. 

And  because  so  many  businesses  are  looking  for 
opportunities  to  sell  or  buy  there. 

So  Chase  became  the  only  U.S.  bank  with  an 
office  in  Moscow. 

Now  you  can  get  banking  insights  on  developing 
business  relationships  in  the  Soviet  Union  direct 
from  our  Moscow  office.  And,  of  course,  you  can 
get  rapid  answers  foryour  import-export  questions. 

With  the  growing  pace  with  which  important,  yet 
complicated  opportunities  are  opening  up,  we 
thought  it  time  to  put  a  senior  Chase  banker  right 


in  the  center  of  this  market. 

In  addition  to  our  Moscow  office,  we  have  another 
in  Vienna  for  dealings  in  Eastern  Europe.  Both  of 
them  are  backed  by  a  specialized  New  York  staff 
and  by  the  international  resources  and  information 
network  of  the  entire  bank. 

Our  Moscow  representative  can  be  contacted  at: 
Metropol  Hotel,  1  Karl  Marx  Square,  Room  227, 
Moscow,  U.S.S.R.  Tel:  225-62-27. 

From  1  Chase  Manhattan  Plaza  to  1  Karl  Marx 
Square,  we're  international  money  experts  with  a 
knack  for  making  good  sense  out  of  confusing  East- 
West  trade  talk. 

In  an  increasingly  complex  financial  world, 
you  have  a  friend  at  Chase  Manhattan. 
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Facts  for  your  portfolio  on 


FERRO 


Ferro  achieves 
all  time  record 
quarter  sales 
and  earnings 


•  Ferro  Corporation  consolidated  sales  in  1973  were 
17.6%  above  the  first  quarter  in  1972. 

•  Net  earnings  for  the  first  quarter  were  48.3%  above 
the  same  period  last  year. 

CONSOLIDATED  RESULTS  Three  Months 

Ended  March  31 

(Thousands  of  dollars)  1973             1972 

•  Net  Sales $54,749        $46,573 

•  Income  Before  Taxes  ....  6,500            4,427 

•  Income  Taxes 2,700            1,864 

•  Net  Income 3,800            2,563 

•  Earnings  per  share 
based  on  average 

shares  outstanding $0.93  $0.65 

•  Ferro,  a  world-wide  producer  of  specialty  materials 
for  the  plastic,  chemicals  and  ceramic  industries, 
last  year  achieved  record  sales  of  $204.8  million 
and  record  earnings  of  $3.14  per  share. 


Write  for  our  latest  financial  report:  Dept.  F-061 5. 
One  Erieview  Plaza,  Cleveland,  Ohio   44 1 14.. 
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Think  Small,  Get  Big 

Small  stores,  small  prices. 
That  has  been  Leon  Le vine's 
success  formula. 
But  in  one  way  he  may  be 
thinking  too  big. 

Recent  years  have  not  been  kind  to 
discounters.  Like  mechanical  ducks  in 
a  shooting  gallery,  they  have  gone 
down  one  by  one.  Ping!  There  goes 
Interstate  Stores  with  a  loss  of  $40 
million  on  $522-million  sales.  Ping! 
Unishops  was  hit  with  a  net  loss  of 
79  cents  a  share.  Ping!  Allan's  sank 
into  Chapter  11  last  month. 

Then  why  is  Leon  Levine  smiling? 
Levine  is  the  founder,  president  and 
treasurer  of  Family  Dollar  Stores,  a 
$37-million-sales  chain  of  discount  de- 
partment stores  scattered  through  five 
southeastern  states.  He  brushes  aside 
his  competitors'  problems  with  five 
words:  "They're  not  Family  Dollar 
Stores."  Then,  without  waiting  to  be 
asked,  he  launches  into  the  story  of 
his  self-made  success.  A  massive  stereo 
console  accompanies  him  with  The 
Wing*  of  Love  and  other  easy-listening 
tunes  he  also  plays  in  his  stores. 

Family  Dollar  has  been  making  fis- 
cal music,  too.  Its  net  margins,  6%, 
easily  beat  Zayre's  1%,  and  Kresge's 
2%.  Considering  that  Family  Dollar 
sells  nothing  over  $3.47,  the  perfor- 
mance is  even  more  remarkable. 

Levine  does  it  by  shuffling  in  where 
Kresge  fears  to  tread.  Instead  of 
competing  with  the  giants  by  opening 
100,000-square-foot  mall  stores,  he 
locates  most  stores  in  southern  towns 
of  5,000  to  15,000  people  like  Hurt, 
Va.  and  Murphy,  N.C. 

The  people  who  live  in  towns  like 
these  are  primarily  tobacco  growers, 
textile  workers,  Furniture  workers.  Low 
incomes  and  large  families  don't  leave 
them  much  spending  leeway,  and  at 
Family  Dollar  the  price  is  right.  Chil- 
dren's jeans  sell  for  $1.99,  men's  and 
ladies'  slacks  for  a  dollar  or  so  more. 
Washcloths  arc  10  cents  apiece.  Bed 
pillows  go  for  $1.  The  merchandise, 
about  70%  soft   goods,   is    10%  to   15% 

closeouts  and  overruns,  pins  a  few  ir- 
regulars and  sonic  national  brands. 

With  154  stores  at  last  count,  the 
volume  ol   business  enables   Levine  to 

drive  a  brutal  bargain.  Manufacturers, 
in  effect,  subsidize   Levine's  success 

with  their  own  losses.  "There's  no  way 

to  manufacture  slacks  for  $3,"  be  says. 

"I  don't  care  if  you  steal  the  cloth." 
Hul  Levine  can  sell  those  slacks  lor 
$3.47  and  include  a  35%  markup. 

Levine,  a  chuhhv  36  \c.u  old,  is  ,i 
horn   bargainer.    Mis   parents  owned   a 
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WOLFHOUND 


OR? 


We  might  see  something  different. 

Because  there's  an  original  way  of  looking  at  everything. 

The  Workmen's  Compensation  Act  was  passed  in  1912.  Yet,  25  years 

before  that  we  originated  America's  first  employer's  liability 

insurance  company.  That's  eighty-five  years'  experience. 

Experience  with  all  kinds  of  claims  problems.  Plant  safety.  Rating  plans." 

Whatever  your  problem  may  be,  we've  seen  and  solved  it  before. 

We  know  Workmen's  Compensation.  Call  us. 

/\merican 

INSURANCE  COMPANIES,  WAKEFIELO,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 


JOCK  ITCH 


EDAM  2 


TO  BE  TREATED  LIGHTLY. 


**44 


Jock  Itch  is  a  fungous  infection.' 
It  can  become  serious. 
It  can  keep  coming  back  even 
though  you  try  all  manner  of 
"remedies,"  from  baby  powder 
to  petroleum  jelly. 

But  you  can  get  fast  relief 
with  Cruex®,  the  spray^on  medi- 
cated powder  specifically  made 
to  fight  Jock  Itch. 

Cruex  soothes  itchy,  inflamed 
skin.  Cushions  against  further 
irritation.  And  absorbs  per- 


spiration  (an  important  factor 
in  the  growth  of  Jock  Itch  fungi 
— tinea  cruris).  Its  medication 
directly  attacks  susceptible 
fungi.  And  because  you  spray 
Cruex  on,  you  can  reach  into 
hard-to-get-at  places  and  avoid  the 
sting  or  burn  of  rubbing,  dab- 
bing, or  smearing.  So  fight 
Jock  Itch  seriously  (and  help  keep 
it  from  recurring)  with  cooling, 
soothing  Cruex.  Guaranteed  to 
work  or  your  money  back. 


CRUEX.  THE  MEDICATED  SPRAY 
SPECIALLY  FORMULATED  TO  FIGHT  JOCK  ITCH. 


©1972  Pharmacraft  Division  Pennwalt  Corporation 
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Everyone  does  not  have 
$50,000  in  his  portfolio 

There  are  people  who  have  $10,000., 
$20,000.  or  $30,000.  portfolios  and 
they  deserve  attention  and  pro- 
fessionalism just  as  much  as  people 
with  larger  portfolios. 
At  Spear  &  Staff,  Inc.,  we  specialize 
in  managing"  individual  portfolios. 
We  have  a  full  time  staff  of  highly 
trained  financially  oriented  people 
to  help  you  meet  your  investment 
objectives. 

The  investor  with  $5000.  or  more, 
who  appreciates  the  risks  and 
rewards  of  a  securities  portfolio 
should  consider  the  advantages  of 
having  these  highly  skilled  special- 
ists make  his  investment  decisions. 
To  learn  more  about  Spear  &  Staffs 
Personal  Investment  Management 
Plan  send  for  a  complimentary  copy 
of  our  brochure  "Personal  Invest- 
ment Management"  by  Spear 
and  Staff. 

Spear  &  Staff.  Inc.,  Investment  Management 
Div.Dept.  MF615       Babson Park, Mass. 02157 

Name 


My  broker  is 

Confidentially,  my  account 
would  amount  to  about  $ 
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SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $14,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $14,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.  S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  636-2840. 

Trans  World  Services,  inc. 

An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


small  department  store  in  Rocking- 
ham, N.C.  When  Leon  was  13  his  fa- 
ther died  and  the  boy  helped  his 
mother  run  the  business  after  school. 
By  the  time  he  finished  high  school 
he  was  an  experienced  buyer.  In 
1959,  at  age  21,  he  opened  the  first 
Family  Dollar  Store,  in  Charlotte,  N.C, 
where  the  company  now  headquar- 
ters. "I  had  a  bigger  vision.  I  felt  my 
talents  were  greater  than  spending  30 
minutes  selling  a  $50  suit." 
< 

Control  Pitcher 

With  last  year's  revenues  at  $37 
million,  Levine  is  realizing  his  vision. 
He  has  no  plans  to  move  up  to  higher 
ticket  items  or  to  larger  stores,  but 
if  he  has  his  way  the  U.S.  will  be 
wall-to-wall  with  Family  Dollar  Stores. 
"There's  a  tremendous  vacuum  in  the 
retailing  market,"  he  says.  "But  I 
think  it's  wrong  to  go  above  8,000 
square  feet.  You  start  to  lose  control." 

Control  is  a  key  part  of  Family 
Dollar's  concept.  Rentals  are  less  than 
3%  of  sales.  Payroll  costs  for  the  1,000 
employees— only  about  one-third  of 
whom  are  salaried— are  held  to  9%. 
Two  book  inventories  and  two  physi- 
cal counts  per  year  keep  inventory 
shrinkage  down  to  1.5%,  half  the  dis- 
count industry  average.  In  addition, 
Levine  gives  his  employees  lie  detec- 
tor spot  checks  twice  a  year  and  doesn't 
allow  store  managers  to  set  markups 
or  markdowns.  "That  lets  a  manager 
cover  up  shrinkage,"  he  says.  "We  tie 
shrinkage  costs  directly  into  every- 
body's bonus." 

Tight  control  of  the  purse  strings 
and  warehouse  doors  has  enabled  Le- 
vine to  finance  all  his  expansion  with- 
out any  long-  or  short-term  debt.  He 
claims  internal  financing  will  carry  the 
chain  to  300  stores  by  1975.  For  the 
future,  he  talks  of  1,000  stores. 

Until  last  year  Wall  Street  was 
captivated  by  Levities  vision.  His 
stock  sold  in  the  high  20s  on  the 
American  Stock  Exchange,  an  incredi- 
ble level  for  a  company  with  a  book 
value  of  $1.29  that  sold  under  $2  a 
share  in  1970.  Since  then,  Family 
Dollar  Stores  has  dropped  below  10, 
but  even  now  it's  hardly  cheap  with 
a  market  value  of  $40  million  (4  mil- 
lion shares  outstanding)  as  against 
Only  about  $8  million  in  capital. 

Possibly  the  weakest  link  in  the 
Family  Dollar  chain  is  its  strongest 
point:  Leon  Levine  himself.  As  one 
analyst  puts  it:  "Management  is  vnv 
thin.  They  all  work  themselves  tern 
bly  hard."  When  Leon  Levine  li.iv 
els— and  he  travels  B  lot- he  takes  a 
suitcase  lull  of  pills,  his  portable  re- 
corder and  the  weight  oi  the  entire 
company  with  him.  Levine  has  made 
his  fortune  by  thinking  small.  Will  he 

lose  it  by  thinking  too  big?   ■ 
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Why  is 

McGraw 
worth  a 


Company 
look? 


our  Consumer  Appliance  Group 
has  been  setting  sales  and  earnings 
records  for  the  past  6  years. 

Every  year  since  1967,  McGraw-Edison  Company's  Consumer  Products 
have  set  records  in  sales  and  earnings. 

Just  to  look  at  some  of  our  brand  names  tells  part  of  the  story  . . . 
Toastmaster  kitchen  appliances,  Speed  Queen  laundry  equipment, 
Modern  Maid  built-in  ranges  and  dishwashers,  McGraw-Edison  home 
workshop  tools. 

And,  Edison  built-in  food  servers,  Village  Blacksmith  lawn  and  garden 
tools.  Ingraham  clocks,  Halo  lighting  fixtures,  Thomas  A.  Edison  air 
conditioners  and  humidifiers  and  Manning-Bowman  appliances.  Also, 
we  make  many  private  label  appliances  for  some  of  the  nation's  best 
known  retailers. 

But  consumer  appliances  are  only  one  part  of  our  business.  We're  also 
substantial  producers  of  industrial  electrical  products  and  major 
suppliers  of  heavy  equipment  for  electrical  utilities.  Our  Industrial 
Products  Group  set  the  growth  pace  in  sales  and  earnings  improvement 
for  the  entire  Corporation  in  1972. 

McGraw-Edison  Company's  balanced  product  mix  and  solid  marketing 
performance  produced  a  record  year  in  1972. 

Isn't  McGraw-Edison  Company  worth  a  closer  look? 


This  is  the  new  McGraw-Edison 

Company  corporate  symbol,  reflecting 

the  dynamic  and  growing  thrust  ol  the 

corporation  in  the  many  markets  we  serve. 


McG  RAW-ED  IS  ON     COMPANY 

333  West  River  Road,  Elgin,  Illinois  60120 


Second  Thoughts 


When  are  the  British  like  the  Arabs?  When  it  comes 
to  developing  a  major  natural  resource. 


It's  easy  to  accuse  the  Arab  nations 
of  being  "greedy"  because  they  are 
trying  to  get  what  the  market  will 
bear  for  their  oil.  But  it  is  well  to 
bear  in  mind  that  where  self-interest 
is  concerned,  all  of  us  are  brothers 
under  the  skin. 

Take  the  British  with  their  North 
Sea  oil.  When  it  was  first  discovered, 
they  offered  easy  terms  to  get  the  oil 
developed.  Now  that  it  is  starting  to 
flow,  they  are  looking  for  ways  to 
get  a  bigger  piece  of  the  action— at 
the  expense  of  the  people  who  de- 
veloped it  for  them. 

It  took  the  British  over  ten  years 
to  wake  up  to  the  full  potential  of 
North  Sea  development.  To  be  sure, 
they  will  get  the  oil,  beginning  the 
middle  of  next  year,  and  they  are  al- 
ready getting  the  gas.  But  a  large 
share  of  the  profits,  be  it  from  the 
oil  itself  or  from  the  peripherals,  has 
not  been  coming  home  to  roost.  The 
winners  have  been  foreign  interests, 
primarily  U.S.,  that  brought  the  oil 
in.  The  story  was  told  in  a  scathing 
Parliamentary  report  that  roundly 
scored  the  British  effort. 

What  caused  the  British  to  hang 
back,  when  the  Norwegians  in  1969 
had  already  reserved  the  right  to  buy 
into  profitable  new  fields  and  the 
Dutch  had  done  the  same?  The  first 
flaw  was  in  licensing  arrangements. 
In  1964  the  British  set  out  to  achieve 
their  No.  One  goal,  which  was  to  have 
the  British  area  of  the  North  Sea  de- 
veloped quickly.  They  offered  low  li- 


cense fees  and  no  auction,  and  51  oil 
companies  including  all  seven  majors 
—with  British  companies  taking  a  31% 
stake— snapped  up  32,000  square 
miles  of  North  Sea  sites  for  a  total  of 
$5  million.  Thus  Britain  had  succeed- 
ed in  getting  a  very  large  number  of 
potential  developers  for  a  high-risk, 
totally  unproven  area. 

The  next  two  rounds  of  initial  bid 
offerings  netted  Britain  only  $3.2  mil- 
lion; and  even  after  the  discovery  of 
oil  in  1970  by  Shell,  Phillips  and 
British  Petroleum,  Britain  continued 
to  offer  a  discretionary  arrangement 
that  brought  in  only  $6.7  million  in 
the  fourth  round.  Concurrent  with  this 
round  was  an  experiment  in  auction, 
an  approach  that  had  yielded  nearly 
$1  billion  in  Alaska;  but  used  too  lit- 
tle and  too  late  by  the  British,  it 
brought  in  only  $92.5  million. 

The  British  were  not  simply  being 
soft.  They  feared  that  if  they  were 
tough  they  might  discourage  explora- 
tion and  lose  potential  developers  of 
their  ocean  shelf.  They  also  worried 
that  if  terms  on  taxation,  participa- 
tion and  licensing  were  hard,  then 
the  Organization  of  Petroleum  Ex- 
porting Countries  might  retaliate 
against  British  concerns  abroad. 

Nor  were  the  British  willing  to  gam- 
ble. Even  when  Britain's  48%  govern- 
ment-owned British  Petroleum  raised 
$900  million  last  September  to  develop 
its  North  Forties  North  Sea  field,  it 
was  U.S.  and  continental  European 
banks  that  supplied  60%  of  the  funds. 


English  banks  shied  away  from  what 
they  considered  "an  equity  risk,"  re- 
vealing their  own  lack  of  oil-industry 
financing  knowhow.  Scottish  banks 
and  institutional  investors  were  quick- 
er to  see  the  potential,  backing  Scot- 
tish equipment  firms  like  Seaforth  Mar- 
itime to  cash  in  on  the  service  areas. 
The  British  have  also  lost  service 
and  equipment  business  to  the  tune 
of  $1.2  billion  over  a  six- year  peri- 
od: American  firms  like  Brown  &  Root, 
J.  Ray  McDermott,  Sedco  and  Oweco 
enjoy  a  75%  dominance  in  equip- 
ment supply. 

Moving  Fast 

Now  the  British  are  jumping  to 
make  up  for  lost  time.  Lured  by  its 
own  projections  of  a  $750-million-a- 
year  market  by  the  end  of  the  decade, 
the  British  government  is  moving— 
belatedly,  perhaps,  but  seriously.  Al- 
ready there  is  a  government  Offshore 
Supplies  Office  which  is  studying 
ways  to  provide  cheap  credit  to  Brit- 
ish offshore  equipment  suppliers;  and 
this  office  will  be  watching  the  pur- 
chasing habits  of  North  Sea  oilmen, 
leaning  on  them  to  "buy  British." 

Also  in  the  pipeline  is  a  Petroleum 
Supplies  Industries  Board,  offering  in- 
surance schemes  to  protect  British 
equipment  manufacturers  against 
losses  during  the  high-risk  start-up 
period.  The  state  will  also  purchase 
machine  tools  for  lease  to  British 
manufacturers— all  with  a  view  to- 
ward snaring  for  Britain  at  least  60% 
of  the  market.  Says  Edmund  Dell, 
Member  of  Parliament  and  acting 
chairman  of  the  Parliament  Commit- 
tee of  Public  Accounts:  "The  govern- 
ment is  intent  on  insuring  better  per- 
formance out  of  these  manufacturers 
in  the  future." 

Dell  also  sees  a  push  for  a  much 
bigger  cut  of  the  profits  in  the  next 
few  years,  a  push  aimed  directly  at 
the  oil  companies  themselves.  He  ad- 
vocates a  sliding  scale  for  royalties 
and  eventual  government  participa- 
tion, like  that  in  Norway,  when  the 
oil  comes  in,  plus  tax  changes  such 
as  an  oil  quantity  tax.  "The  British 
never  nationalize  anything  that's  prof- 
itable," quips  Robert  Dyk,  U.K.  man- 
ager of  Hamilton  Oil  (which  will  be 
the  first  company  to  land  North  Sea 
oil),  but  still  the  murmur  for  nation- 
alization grows. 

All  this  is  happening,  mind  you, 
in  a  setting  where  the  British  are  get- 
ting for  their  own  use  substantially 
all  the  oil  and  gas  produced  in  their 
North  Sea  sector.  Hi  it  to  them  now, 
that  does  not  seem  enough:  They  also 
want  to  make  most  of  the  profits 
from  that  oil  production.  Hut  w  hen- 
was  the  British  government  In  the 
early  days  of  the  North  Sea  oil?  ■ 
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You're  precise, 
thorough, 

and  never  quite 
satisfied. 


We  think  alike. 


The  First  National  Bank  of  Chicago  f^ 
You  compete.  We  compete. 


The  First  National  Bank  of  Chicago,  Member  F.D.I.C,  is  a  subsidiary  of  First  Chicago  Corporation,  and  has  installations  in  Amsterdam, 
Athens,  Beirut,  Brussels,  Dublin,  Dusseldorf,  Frankfurt,  Geneva,  Jakarta,  Kingston,  London,  Madrid,  Mexico  City,  Milan,  Nairobi, 
Panama  City,  Paris,  Rome,  Sao  Paulo,  Singapore,  Stockholm,  Sydney,  Tokyo  and  Toronto.  In  New  York:  First  Chicago  International 
Banking  Corporation.  First  Chicago  International,  Los  Angeles.  First  Chicago  Leasing  Corporation:  installations  in  Chicago,  New  York, 

London  and  Toronto. 


Faces  Behind  the  Figures 


Man  on  the  Spot 

Coca-Cola's  success  is  hard  to  beat. 
A  42%  share  of  the  U.S.  soft-drink 
market.  A  28%  return  on  sharehold- 
ers' equity.  An  unbroken  18-year 
string  of  earnings  gains.  A  bulging 
balance  sheet,  with  $237  million  in 
cash  and  short-term  securities  and 
only  $7  million  in  long-term  debt. 

And  where  does  all  that  prosperity 
come  from?  Mostly  from  selling  soft 
drinks  outside  the  U.S.,  in  135  dif- 
ferent countries.  Last  year,  for  exam- 
ple, Coke  netted  $190  million  on  sales 
of  almost  $1.9  billion.  Over  half  of 
those  profits,  about  $100  million, 
came  from  international  sales.  And 
the  man  largely  responsible  for  that 
performance  is  45-year-old  Claus 
Halle.  Halle,  who  as  a  German  soldier 
swam  the  Elbe  in  1945  to  surrender 
to  the  U.S.  Army  and  escape  the 
onrushing  Russians,  has  worked  on 
the  company's  international  side  ever 
since  1963,  and  last  January  moved 
to  Atlanta  headquarters  to  head  up 
its  foreign  operations. 

At  first  glance,  it  seems  a  cushy 
job— taking  over  the  most  profitable 
part  of  one  of  the  world's  most  prof- 
itable big  companies.  But  thanks  to 
Coke's  success  abroad,  Halle  faces 
a  very  interesting  problem:  getting 
those  fat  overseas  profits  back  to  At- 


lanta. Of  the  135  countries  where 
Coke  sells,  Halle  reckons  that  110 
have  currency  problems,  20  of  them 
critical.  In  many,  the  heaviest  capital 
investment  is  local:  Coke  builds 
plants  to  make  beverage  concentrates, 
but  the  more  costly  bottling  plants 
are  built  mainly  with  foreign  money., 
"If  we  just  drain  off  foreign  exchange 
from  these  countries,  in  repatriating 
overseas  profits,  we  will  not  be  very 
welcome,"  says  Halle. 

Which  explains,  for  example,  why 
Coca-Cola  is  exporting  tomato  paste 
from  Turkey  to  the  U.S.  And  why  it 
has  considered  diversifying  into  handi- 
crafts for  export  from  agricultural 
countries.  And  why  Halle  has  opened 
a  special  office  in  London  to  explore 
more  overseas  diversification  projects. 
By  helping  host  countries  make  money 
through  exports  of  their  own,  Coke 
hopes  it  will  be  able  to  take  out  more 
of  its  soft-drink  profits.  "We're  not  in 
tomato  paste  for  profits,  just  foreign 
exchange,"  says  Halle. 

Of  course,  problems  of  prosperity 
are  the  best  kind.  About  the  only 
recent  setback  for  Coke  abroad  came 
in  November,  1972,  when  Russia 
granted  PepsiCo  exclusive  rights  to  sell 
soft  drinks  there.  That,  snorts  Halle, 
was  a  political  deal  made  through 
PepsiCo  President  Donald  Kendall's 
close  ties  with  President  Nixon. 


Halle  of  Coca-Cola  Export 

And  if  Coke's  future  abroad  looks 
good,  so,  too,  does  Claus  Halle's. 
Five  men  who  previously  held  his 
present  job  all  became  either  president 
and/ or  chairman  of  the  company.  ■ 


Inside  Job 

Back  in  the  late  Sixties,  Armstrong 
Cork  Co.  of  Lancaster,  Pa.  polled  a 
cross  section  of  consumers:  "Who  are 
the  biggest  carpet  makers?"  Among 
the  responses:  du  Pont  and  Armstrong. 
In  fact,  du  Pont  didn't  make  carpets 
and  Armstrong  had  just  gotten  into 
carpets.  Du  Pont  made  carpet  fibers, 
and  Armstrong  was  big  in  floor  and 
ceiling  coverings— but  not  carpets. 
But  both  featured  furnished  rooms 
in  their  advertising,  so  people  asso- 
ciated them  with  home  furnishings. 

That  served  to  confirm  a  growing 
conviction  at  Armstrong  that  home 
furnishings  was  the  natural  place  to 
expand.  It  also  gave  James  H.  Binns, 
who  became  president  in  1968,  the 
chance  to  leave  a  major  mark  on  the 
company.  Since  that  poll,  Armstrong 
has  acquired  two  carpet  companies 
and  a  furniture  maker,  bringing  interi- 
or furnishings  sales  from  66%  up  to 
88%  of  Armstrong's  $684-million  total. 
And  bringing  profits,  down  badly  in 
the  1969-70  home  building  slump, 
close  to  an  all-time  high  of  $41.8  mil- 


lion or  $1.60  a  share  in  the  year  1972. 

Binns,  at  60  a  37-year  company 
veteran,  made  that  record  despite  the 
1969  sale  of  Armstrong's  profitable 
glass  container,  closures  and  packag- 
ing businesses  along  with  some  lesser 
operations  accounting  for  a  total  of 
$130  million  in  sales.  "I  decided  that 
unless  we  could  bring  something  to  a 
business  we  shouldn't  be  in  it.  I  could 
never  conceive  of  a  customer  saying, 
'This  is  an  Armstrong  Coke  bottle.' " 

Instead,  he  preferred  to  concentrate 
capital  spending,  totaling  $230  million 
in  the  past  five  years,  on  getting  a 
bigger  slice  of  the  home  improvement 
and  remodeling  market,  including  both 
home  furnishings  and  floor  and  ceil- 
ing lines.  The  idea,  of  course,  was  to 
make  Armstrong  less  dependent  on  the 
home  building  cycle. 

How  successful  Binns  will  be  in 
evening  out  that  cycle,  with  his  push 
into  home  furnishings  and  his  empha- 
sis on  remodeling,  remains  to  be  seen. 
But  the  fact  that  these  less  cyclical 
areas  now  make  up  half  of  Armstrong's 
sales,  far  more  than  when  Binns 
took  over,  shows  solid  progress.  ■ 


Binns  of  Armstrong  Cork 
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This  man  cooked  for  Commodore  Vanderbilt 

and  Jay  Gould,  and  created 
a  billion  dollar  business  to  boot 


You're  looking  at  an  1899  photo- 
graph of  George  Crum  and  one  of  his 
five  wives.  They're  standing  on  the 
steps  of  Moon's  Lake  House  at  Sara- 
toga Lake,*N.Y.,  a  famous  spa  of  the 
19th  Century,  where  Crum  was  cook. 

One  night  in  1853,  as  the  story 
goes,  some  disgruntled  patrons  com- 
plained about  the  thickness  of  Crum's 
French  Fries  and  sent  them  back  for 
trimming.  Crum  sarcastically  shaved 
some  potatoes  paper  thin,  fried  them 
and  sent  them  back. 

Instead  of  being  insulted,  the  pa- 
trons were  delighted  and  asked  for  more. 

Crum's  "Saratoga  Chips"  were  an 
overnight  success.  So  much  so,  that 
Crum  opened  his  own  restaurant  across 


the  lake  from  Moon's.  And  began  to 
attract  a  fantastically  varied  clientele. 

Millionaires  like  Commodore  Van- 
derbilt and  Jay  Gould  stood  in  line  at 
"Crum's  Place"— sometimes  for  hours 
—right  along  with  less  famous  patrons. 
Crum  would  not  take  reservations  and 
would  not  show  favoritism.  Little  did 
Crum  and  his  patrons  know  that 
"Saratoga  Chips"  would  some  day  be  a 
billion  dollar  a  year  business. 

A  business  we're  heavily  involved 
in.  WeVe  pioneered  a  new  family  of  lam- 
inations for  snack  packages  that  give 
graphic  brilliance,  stiffness  and  pro- 
tection, but  are  more  economical  than 
the  other  laminations.  They're  made 
with  high  density  polyethylene.  They 


give  chip  manufacturers  a  package  that 
adds  to  the  product  life  of  their  chips. 

Packaging  is  one  of  the  things 
we're  all  about.  We  do  some  $400  mil- 
lion of  it  a  year.  But  we're  more.  We're 
as  big  in  paper  as  in  packaging.  We're  in 
shelter  and  construction  (with  lumber 
and  pre-stressed  concrete  technology). 
We're  a  land  management  company.  We 
make  paperware  and  school  supplies. 
Our  research  arm  has  made  contribu- 
tions in  every  field  we're  in. 

We're  a  lot  of  things  to  a  lot  of  peo- 
ple. But  one  belief  ties  the  whole  thing 
together: 

The  future  belongs  to  those  who  stay 
up  to  the  minute. 


ST.  REGIS  PAPER  COMPANY,   150  E.  42ND  ST.,  N.Y.,  N.Y.  10017. 


Faces  Behind  the  Figures 


Simon  Says  Shape  lip 

Stockholders  are  so  accustomed  to 
receiving  skimpy  information  about 
companies  that  they  rarely  ever  com- 
plain. Now.  more  and  more  company 
directors,  who  are  the  stockholders' 
elected  watchdogs  over  management, 
are  complaining  about  the  same 
thing.  "They  give  us  their  figures 
only  after  they've  taken  their  damn 
good  time,"  says  Norton  Simon,  who 
is  so  upset  over  his  treatment  as  a 
director  of  the  Burlington  Northern 
that  he  voted  against  the  manage- 
ment-proposed slate  of  directors,  in- 
cluding himself,  at  the  company's 
annual  meeting  last  month. 

Simon,  66,  is  the  retired  founder 
of  Los  Angeles'  Norton  Simon,  Inc. 
He  spends  his  time  nowadays  on  his 
fabulous  art  collection  and  the  affairs 
of  the  BN,  where  with  5%  of  the 
stock  he's  the  largest  single  share- 
holder. Simon  accuses  the  manage- 
ment of  concentrating  too  hard  on  its 
railroad  system  while  holding  back 
development  of  the  BN's  vast  natural 
resources,  including  6  million  acres 
of  western  coal  land.  He  also  thinks 
the  board  has  been  lax. 


Simon  of  Burlington  Northern 


Simon  feels  the  problem  is  common 
in  many  companies.  "We  hear  too 
much  about  management  preroga- 
tives," he  says.  "Boards  of  companies 
have  gone  dead.  Acts  of  omission  be- 
come serious,  and  acts  of  commission 
become  .unknowledgeable." 

^BN  Chairman  Louis  W.  Menk  an- 
swered Simon's  charges  in  a  recent 
special  report  to  stockholders.  He 
contended  the  BN  board  is  given 
plenty  of  homework  and  does  take 
part  in  policy  decisions.  BN,  he  says, 
has  a  "balanced  policy"  on  resource 
development,  but  the  rail  line  must 
come  first  because  "optimum  develop- 
ment of  many  of  [the]  company's 
natural  resources  is  dependent  on  a  fi- 
nancially viable,  efficient  transporta- 
tion system." 

Simon  thinks  that's  just  a  cop-out. 
"The  real  earning  power  lies  with  the 
land  resources,"'  he  says.  "We  are 
dealing  with  a  stock  that  ought  to 
be  worth  S250,  $300  a  share.  But 
the  board  has  been  lax  and  let  the 
management  call  all  the  shots." 

The  BN's  management  is  going  to 
shape  up,  says  Simon  doggedly,  "or 
I  am  not  going  to  be  on  the  board 
any  longer."  ■ 


Hughes  of  Diamond  Shamrock 


A  Flawed  Diamond 

When  he  took  over  as  president  of 
Cleveland's  Diamond  Alkali  in  1967, 
now  called  Diamond  Shamrock  Corp., 
Chairman  James  A.  Hughes,  now  60, 
was  worried.  Diamond  had  been  rid- 
ing a  cyclical  crest  in  basic  chemicals 
like  polyvinyl  chloride,  caustic  soda 
and  chlorine,  in  all  of  which  it  is  a 
major  U.S.  producer.  Its  profits  were 
sky-high,  but  Hughes  could  see  that 
the  cycle  would  head  down,  and  he 
was  determined  to  do  something  to 
cushion  the  company's  periodic  ups 
and  downs. 

Six  years  and  three  major  acquisi- 
tions later,  Hughes'  report  is:  "Well, 
we  haven't  had  any  major  fiascos, 
only  minor  ones." 

Hughes'  first  acquisition,  in  1967, 
was  Nopco  Chemical,  which  makes 
such  chemical  specialties  as  defoamers, 
dispersants  and  wetting  agents.  Its 
sales  have  declined  for  the  last  three 
years  as  unprofitable  portions  were 
sold.  Its  other  1967  acquisition, 
Shamrock  Oil  &  Gas.  has  been  better, 
contributing  some  34%  of  Diamond 
Shamrock's  profits  on  24%  of  its 
sales.  But  Shamrock,  a  deficit  refiner 
and  domestic  gasoline  marketer,  has 
uncertain  prospects.  It  cannot  expand 


its  45,000-barrel-per-day  refinery,  and 
a  new  one  of  the  same  size  would  cost 
$100  million  or  more.  And  it  must  buy 
85%  of  its  current  crude  needs,  at 
steeply  rising  prices. 

The  third  major  acquisition,  Cleve- 
land neighbor  Pickands  Mather,  which 
mines  iron  ore  and  owns  a  fleet  of 
Great  Lakes  ore  carriers,  has  suffered 
sales  declines  in  every  year  since  1968 
and  has  not  been  able  to  put  together 
back-to-back  earnings  gains  in  the  last 
four  years.  Hughes  threw  in  the  towel 
on  PM  two  months  ago.  selling  it  to 
Moore  McCormack  for  $66  million. 
against  the  1968  purchase  price  ol 
$86  million.  Says  one  knowledgeable 
analyst:  "I've  never  been  able  to  shake 
the  impression  that  I'M  was  passed 
from  table  to  table  at  the  Union  Club 
in  Cleveland  to  save  it  from  a  take- 
over  by   an    Eastern   conglomerate." 

Considering  the  problems  Diamond 
had  with  acquisitions,  it  is  sur- 
prising that  the  company  has  done 
as  well  as  it  has.  It  earned  close  to 
13%  on  stockholders'  equity  last  year, 

mostly  from  its  basic  businesses,  which 
are   obviously    well    managed,    lake    a 

good  many  other  top  executives  these 

days,  able  Jim  I  Inches  must  he  asking 
himself  whether  all  that  diversification 

was  necessary  in  the  liist  place.   ■ 
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Did  you  hear 
about  the  twister 
that  took  Detroit 
by  storm? 

It's  known  as  Torx.  Which  is  the 
name  of  a  new  technique  in  delivering  the 
twisting  force  that  fastens  fasteners  and 
keeps  them  fastened. 

Torx  was  the  response  by  Textron's 
Camcar  Division  to  strict  safety  requirements 
in  auto  manufacturing — high  reliability 
requirements  that  were  difficult  to  meet  with  existing  fastener  drive 
systems.  Torx  not  only  met  but  exceeded  those  requirements  through  an 
entirely  new  concept  both  in  the  fasteners  themselves  and  the  way  they 
are  driven.  As  a  result,  the  substantial  majority  of  new  American  cars 
have  seat  belts  anchored  by  Torx. 

On  the  production  line,  the  Torx  system  has  resulted  in  tremendous 
savings  through  extended  tool  life  and  increased  worker  productivity. 
And  Torx  is  just  one  of  the  many  examples  of  Camcar  innovation. 

At  Textron,  we  encourage  our  more  than  30  Divisions  to  be 
inventive  in  meeting  the  challenges  of  a  changing  business  environment. 
Each  is  free  to  do  what  it  does  best  in  a  variety  of  markets — 
consumer,  aerospace,  industrial  and  metal  product.  We're  also  in  creative 
capital  investment  through  American      mm        ^ 
Research  and  Development.  iQXl  fOft# 

the  inventive  company. 


Textron,  Providence,  Rhode  Island  02903 


It  Wasn't  Done  with  Mirrors . . . 


or  with  creative  bookkeeping, 

for  that  matter.  Allegheny  Airlines  became  a  money-maker 

because  its  president  had  an  idea. 


The  only  regional  airline  in  the 
U.S.  that  makes  a  profit— a  real  profit, 
not  a  profit  created  by  government 
subsidies— is  Allegheny.  On  revenues 
of  $262  million,  Allegheny  last  year 
earned  $6.1  million.  Its  subsidies 
amounted  to  $3.2  million.  Allegheny 
would  have  been  in  the  black  even 
without  them. 

How  did  Allegheny  manage  this 
when  even  North  Central,  on  paper 
the  most  profitable  of  the  nation's 
eight  regional  airlines,  could  show 
earnings  of  $7.5  million  only  by  in- 
cluding $9  million  in  subsidies? 

Simple.  By  eliminating  the  puddle 
jumps,  the  very  short,  money-losing 
hops  that  other  regionals  fly. 

Normally,  dropping  a  subsidized 
route  involves  long,  wearing  hearings 
by  the  Civil  Aeronautics  Board  and 
bad  publicity  in  cities  that  do  not 
want  to  lose  airline  service.  But  Al- 
legheny President  Leslie  O.  Barnes 
found  a  way  around  that.  The  CAB 


and  the  cities  won't  raise  a  fuss  if 
the  regionals  can  persuade  others  to 
fly  their  money-losers.  So  Barnes  went 
out  and  did  just  that. 

He  went  to  men  who  ran  flying 
schools  and  local  charter  operations 
and  said,  in  effect:  Look,  take  over 
this  route.  We'll  give  you  terminal 
space,  baggage  handling  and  com- 
puterized through-ticket  service. 
We'll  guarantee  you  against  losses  for 
two  years.  Just  take  it  off  our  hands. 

He  got  rid  of  some  20  routes  that 
way.  And  the  men  who  now  operate 
them  all  are  making  a  nice  profit. 
They  can  make  a  profit  where  Al- 
legheny could  show  only  a  loss  for 
three  reasons:  1)  They  fly  smaller 
planes,  planes  for  ten,  15  passengers, 
whereas  the  smallest  plane  Allegheny 
has  is  the  50-seat  Convair  580  prop- 
jet;  2)  They  can  make  half  a  dozen 
trips  a  day,  whereas  Allegheny 
couldn't  afford  to  fly  more  than  one 
with  its  bigger,  costlier  Convairs  and 


3)  They  can  operate  the  planes  them- 
selves rather  than  hire  union  pilots. 

"In  every  case,  there's  been  an  80% 
to  200%  increase  in  business  because 
they  can  offer  better  frequency," 
says  Barnes.  He  cites  the  commuter 
operation  between  Atlantic  City  and 
Philadelphia  and  Newark,  which  car- 
ried 72,000  passengers  last  year,  vs. 
the  26,000  Allegheny  carried  in  1969. 

By  adopting  this  system,  Barnes 
not  only  got  rid  of  his  money-losers: 
He  converted  them  into  money-mak- 
ers for  Allegheny  as  well.  All  the 
commuter  lines,  though  separately 
owned,  use  the  name  of  Allegheny 
Commuter.  Most  passengers  believe 
they  are  subsidiaries  of  Allegheny,  so 
they  book  through  on  Allegheny 
flights.  Naturally,  through-ticketing 
makes  this  easy. 

Bonus  for  Taxpayers 

The  U.S.  taxpayer  has  not  fared 
badly,  either.  In  1967  Allegheny, 
Lake  Central  and  Mohawk  together 
had  subsidies  totaling  $12.7  million. 
Despite  the  subsidies,  Lake  Central 
was  losing  $6  million  a  year  and 
Mohawk  was  teetering  on  the  edge 
of  bankruptcy.  Allegheny  acquired 
Lake  Central  in  1968  and  Mohawk 
in  1971.  By  ridding  himself  of  routes, 
Barnes  has  managed  to  cut  the  $12.7 


They  said  it  made  no  sense 
to  insure  the  Indy. 


CNA  has  been 
of  it  for  25  years. 


sense 

In  1948  Mauri  Rose  was  back  at  the  Brickyard  for  a 
try  at  what  few  men  accomplish.  Back  to  back  vic- 
tories in  the  Indy  500.  That  same  year  CNA/insurance  was  there  with  a  comprehen- 
sive package  that  not  only  covered  the  drivers,  but  included  mechanics  and  pit  crews 
as  well.  For  the  first  time  since  the  race  began  in  191 1,  a  single  insurance  company  was 
able  to  insure  every  participant  in  the  race. 

The  experts  never  expected  us  to  accomplish  what  we  did.  Just  as  they  never  ex- 
pected Mauri  Rose  to  win  his  second  victory  in  a  row.  But  he  did.  And  though  he  never 
came  back  again  to  win,  we've  been  coming  back  to  insure  the  500  ever  since.  Not 
because  insuring  auto  racing  is  our  specialty.  But  because  writing  the  best  insurance 
coverage  possible  is.  Coverage  that  makes  economic  sense  and  offers  more  value  for 
each  insurance  dollar. 

It's  what  made  us  the  major  part  of  a  growing  three  billion  dollar  corporation. 
Growing  because  we've  got  the  special  skills  to  write  insurance  where  others  can't. 
Or  won't.  And  the  special  kind  of  people  that  make  it  possible.  People  who  write 
insurance  not  to  be  first.  But  to  set  precedents.  To  go  where  insurance  never  was.  To 
do  what  insurance  never  did.  And  do  it  better  than  anyone  else. 

Your  CNA  agent  can  show  you  how;  we're  listed  in  the  Yellow  Pages. 

*  GOING  WHERE  INSURANCE  NEVER  WAS 


CMk /insurance 


A  PART  OF  CNA  FINANCIAL  CORPORATION 
CNA/insurance,  310  S.  Michigan  Ave.,  Chicago,  Illinois  60604,  Continental  Casualty  Co.,  American  Casualty  Co.,  Nc 
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million  to  last  year's  $3.2  million,  sav- 
ing the  Government  $9.5  million. 

In  Mohawk's  case,  Barnes'  pilots 
were  able  to  persuade  the  Mohawk 
pilots  to  let  him  divest  Allegheny  of 
the  short-haul  routes  without  calling 
a  strike.  The  Allegheny  pilots  argued 
from  experience  that,  in  the  long  run, 
it  was  better  for  everybody  if  Al- 
legheny made  a  profit. 

At  the  same  time,  Barnes  simplified 
his  equipment  mix  by  forcing  Mo- 
hawk to  write  down  its  fleet  of  FH- 
227  propjets  by  $9  million  before 
the  merger,  then  grounding  them  after 
the  merger.  "They  didn't  fit  the  sys- 
tem," says  Barnes.  "They  lacked  flexi- 
bility." He  also  swapped  some  Boeing 
727  jets  that  he  had  just  bought  for 
some  Braniff  BAC-111  jets  that 
match  a  dozen  he  got  from  Mohawk. 


That  left  him  operating  just  three 
types  of  planes:  74-seat  BAC-llls, 
100-seat  DC-9s  and  50-seat  Convair 
580s.  They  fitted  his  passenger  and 
range  needs  nicely. 

The  Mohawk  merger  also  made 
viable  a  plan  Barnes  had  been  con- 
sidering for  a  passenger  tie-in  system 
with  Pan  American  World  Airways. 
Under  an  agreement  that  went  into 
effect  at  the  end  of  April,  Allegheny 
will  feed  international  passengers 
from  its  system  into  Pan  Am,  and 
Pan  Am  will  feed  passengers  travel- 
ing inland  from  its  system  into  Al- 
legheny. Allegheny  will  use  Pan  Am's 
Kennedy  terminal,  and  both  their 
computerized  reservations  systems  will 
be  tied  together. 

Barnes  figures  that  the  Pan  Am 
arrangement   will   help    iron   out   the 


July  and  September  traffic  dips  in  Al- 
legheny's business  year.  These  are  the 
months  when  the  businessmen,  who 
are  Allegheny's  major  passengers,  are 
on  vacation.  Now  Barnes  believes  he 
will  get  them  as  they  head  for  and 
return  from  European  vacations  dur- 
ing those  months.  But  despite  the 
closer  ties  with  Pan  Am,  Barnes  scoffs 
at  suggestions  of  an  eventual  merger. 
"It  wouldn't  make  sense,"  he  says.  In 
reality,  the  deal  with  Pan  Am  is  like 
Allegheny's  arrangement  with  the 
commuter  operators,  but  on  a  larger 
scale  and  with  Allegheny  playing  the 
role  of  the  commuter. 

Barnes  has  built  Allegheny  from  a 
$3.8-million-revenue  line  in  1953, 
when  he  took  over,  to  the  seventh- 
largest  U.S.  airline  in  number  of  pas- 
sengers carried,  whose  1972  passenger 
revenues  of  $242  million  were  not  too 
far  below  those  of  the  smaller  trunk 
lines.  Now  he  wants  to  see  it  continue 
to  grow  as  an  independent  entity.  He 
has  applied  for  new  long-haul  routes, 
and  he  has  told  the  CAB  that  if  he 
gets  routes  from  Atlanta  to  Cincinnati, 
Cleveland  and  Detroit,  Allegheny  will 
relinquish  all  subsidies  a  year  later 
and  apply  for  trunk-line  status.  The 
days  when  Allegheny  was  a  tiny, 
puddle-jumper  known  as  "Agony  Air- 
lines" are  far  behind  it.  ■ 
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Did  advertising 
give  Otis  a  lift? 


Pardon  the  expression,  but 
things  have  been  "going  up" 
for  the  Otis  Elevator  Com- 
pany. And,  as  you  might  ex- 
pect, they've  been  doing  a  lot 
of  things  right. 

Otis  management  has 
stressed  new  product  devel- 
opment. 

TheyVe  pursued  a  vigor- 
ous diversification  program 
. . .  getting  into  many  phases 
of  people  movement.  Not 
just  up  and  down  but  side- 
ways, on  wheels,  etc. 

And  they've  moved  ag- 
gressively to  penetrate  and 
develop  new  markets,  here 
and  overseas,  for  both  estab- 
lished products  and  new 
products. 

The  people  who  run  Otis 
have  done  all  this  with  a 
firm  hand  on  fiscal  controls 
to  make  sure  that  sales  in- 
creases aren't  offset  by  mar- 
gin declines. 

And,  they've  reaffirmed 
their  century-long  belief  in 
the  value  of  business  adver- 
tising by  investing  more  than 
one  million  dollars  in  our 
magazines  to  make  sure  the 


key  people  in  business,  in- 
dustry and  finance  would 
know  what  Otis  was  doing . . . 
and  how  well  Otis  was  doing 
it. 


Year 


Contract 
Bookings 


Earnings 
per  share 


1969 
1970 
1971 
1972 


$668,477,000 
$715,613,000 
$770,351,000 
$881,566,000 


2.84 
2.91 
3.05 
3.50 


Did  advertising  have  any- 
thing to  do  with  the  eleva- 
tion of  Otis  profits? 

How  many  key  people  in 
the  business  world  were  im- 
pressed with  the  new  devel- 
opments at  Otis? 

How  many  doors  were 
opened  to  salesmen  as  the 
result  of  an  ad? 

How  many  times  did  Otis 
advertising  take  its  message 
into  the  corner  office  where 
salesmen  seldom  go? 

We  can't  give  you  precise 


answers.  But  we  can  tell  you 
that  as  far  as  Otis  is  con- 
cerned . . .  advertising  pays. 

Maybe  you're  one  of  those 
who  believes  that  the  strong 
relationship  between  busi- 
ness success  and  business 
advertising  is  just... co- 
incidence. Well,  when  you 
pile  up  enoughcoincidences, 
they  become  very  convinc- 
ing. And  we'll  be  glad  to 
show  you  dozens  of  coinci- 
dences like  Otis. 

Today  the  economic  indi- 
cators are  up.  Business  op- 
portunities are  the  best 
theyVe  been  in  years.  And 
the  best  place  to  take  advan- 
tage  of  it  is  right  here... 
where  advertising  means 
business. 


BUSINESS  WEEK 


US.  NEWS 


K  WORLD 
REPORT 


TIME 


TORBES 


Four  great 
business  locutions. 


The  Billion-Dollar  Sure  Thing 

Truth  may  be  stranger  than  fiction, 

but  fiction  is  sometimes  closer  to  the  truth  than  what  you  read 

in  the  newspapers.  Case  in  point  is  this  brilliant 

new  novel  on  international  finance. 


Most  of  us— and  that  includes  the 
so-called  experts— are  confused  by 
what  is  happening  to  gold  and  to  the 
dollar.  Where  does  enlightenment  lie? 
It  lies  in  Paul  Erdman's  engrossing 
new  monetary  whodunit,  The  Billion- 
Dollar  Sure  Thing* 

If  you  are  interested  in  finance  and 
investments,  you  will  have  serious 
trouble  putting  this  book  down,  once 
you  pick  it  up.  When  you  finally  do 
put  it  down,  you'll  have  a  much 
sharper  picture  of  what  is  going  on 
among  the  gnomes  of  Zurich  (and  of 
New  York,  London,  Frankfurt  and 
even  Tripoli,  Riyadh  and  Moscow). 

The  author,  Paul  Erdman,  41,  is 
a  Canadian-born  U.S.  citizen  who  was 
recently  sprung  on  bail  after  spending 
ten  dismal  months  in  a  Basel,  Switz- 
erland jail.  Erdman  landed  in  jail  after 
his  Swiss  bank  went  broke,  costing 
its  chief  backer,  the  United  California 
Bank,  something  like  $40  million.  Most 
of  the  money  was  lost  trying  to  make 
a  killing  in  cocoa  futures. 

Is  it  a  crime  to  go  broke?  Erdman 
was  never  formally  charged  by  the 
Swiss  authorities;  Swiss  law  permits 
holding  a  man  for  "investigation." 
(Poor  Bernie  Cornfeld!)  But  everybody 
knew  what  Erdman's  "crime"  was: 
giving  the  Swiss  banking  establish- 
ment a  bad  name.  For  an  outsider,  as 
Erdman  was,  this  is  worse  than  mur- 
der. In  jail,  Erdman  wrote  his  novel. 

The  plot  is  this:  The  U.S.  decides* 
to  raise  the  price  of  gold  to  $125  an 

•Charles  Scribner's  Sons,  New  York,  N.Y.,  $6.95. 

Happiness  Is  Just  Breaking  Even 


ounce  in  a  bold  bid  to  preserve  the 
dollar's  primacy.  Top  secret,  of  course. 
Through  some  amusing  hanky-panky, 
a  few  people  get  wind  of  the  plan. 
One  is  a  mighty  Swiss  banker.  Another 
is  a  Soviet  banking  official.  An  Ameri- 
can money  manager  with  a  suspicious- 
looking  clientele  smells  out  what  is 
happening.  Not  with  inside  informa- 
tion, but  by  deduction. 

The  Swiss  banker  would  sell  his 
own  mother  and  make  it  sound  like 
self-sacrifice.  He  needs  a  killing  to 
cover  losses  buried  in  his  balance 
sheet.  The  Russian  wants  to  move 
closer  to  the  top  within  the  Soviet 
bureaucracy.  The  American  wants  to 
get  out  of  the  stock  market  business 
because  he  believes  that  performance 
is  no  longer  possible.  These  and  other 
assorted  international  characters  act 
out  their  roles  against  a  background 
of  great  changes  in  the  international 
monetary  world. 

When  the  crunch  comes,  the  losers 
aren't  the  only  losers.  One  of  the  win- 
ners goes  to  jail,  framed  by  the  others. 
Like  Paul  Erdman  himself,  the  book's 
jailbird  thought  he  was  playing  the 
money  game.  It  turned  out  he  was 
playing  the  power  game.  Like  Paul 
Erdman  himself,  the  victim  got  a 
frightening  glimpse  into  a  strata  where 
morality  and  political  principles  are 
merely  a  cover  for,  and  not  a  limita- 
tion on,  unbridled  greed. 

In  the  process  he  learned  a  lesson: 
Power,  real  power,  is  white  hot.  Only 
those   who  can  stand  the   pain   can 


Author  Erdman 


reach  for  it  and  hold  it.  Erdman  has 
stopped  reaching  and  started  writing. 
A  good  thing,  if  this  book  is  a  sample 
of  what  is  to  come. 

Even  if  you  are  too  busy  to  read 
many  books,  read  The  Billion-Dollar 
Sure  Thing.  Read  it  for  one  of  the 
best  surprise  endings  in  a  long  time. 
Read  it  if  you  want  a  better  insight 
into  what  could  be  happening  to  mon- 
ey and  to  your  investments.   ■ 


Paul  Erdman  has  an  unusual  back- 
ground for  a  novelist.  He  has  a  mas- 
ter's degree  from  Georgetown  Uni- 
versity's School  of  Foreign  Service 
and  a  doctorate  in  philosophy  from 
the  University  of  Basel.  He  was  a 
practicing  economist  with  several 
technical  books  to  his  credit  before 
he  turned  banker.  Forbes  interviewed 
Erdman  recently  in  the  rented  house 
outside  of  London  where  he  is  now 
living.  We  talked  not  literature,  but 
international  finance: 


Who  has  been  attacking  the  dollar? 

Erdman:  The  second  dollar  devalu- 
ation was  an  absolute  direct  result  of 
fewer  than  1,000  operators,  the  ma- 


jority of  them  Americans,  aided  and 
abetted  by  Swiss  and  British  banks. 
Now  this  is  not  restricted  to  Ameri- 
can corporations.  At  the  time  of  the 
last  sterling  devaluation,  I  was  talking 
to  a  guy  who  advises  one  of  the  big 
Swedish  industrial  complexes.  By  play- 
ing the  foreign  exchange  market  right, 
in  a  year  when  they  would  have 
shown  essentially  no  profits,  they 
ended  up  with  one  of  their  biggest 
profitable  years  in  a  decade. 

Which  effectively  means  that  any- 
one going  through  annual  reports  from 
the  multinationals  has  to  develop  yet 
another  skill:  He  has  to  find  the  for- 
eign exchange  profits.  But  are  top 
corporate  officers  also  telling  share- 
holders about  the  risks? 


Erdman:  That's  a  good  question. 
The  $3  billion  plus  this  year  can  be 
$3  billion  minus  next.  In  fact,  the 
question  throws  up  some  fundamental 
issues  of  accountancy. 

The  dollar  remains  under  attack, 
even  though  the  U.S.  economy  may 
be  sorting  itself  out. 

Erdman:  The  traditional  way  of 
looking  at  what  the  foreign  exchange 
rate  should  be  is  whether  products 
made  in  the  U.S.  are  competitive  in 
world  markets.  The  answer  right  now 
is  probably  "yes."  Thus,  the  dollar  is 
neither  overvalued  nor  undervalued. 

But  all  those  dollars  held  overseas 
are  spilling  over  to  upset  the  balance? 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation 
of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


May  24,  1973 


6,500,000  Shares 

Consolidated  Edison  Company 
of  New  York,  Inc. 


Common  Stock 

($10  par  value) 


Price  #23.375  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  from  only  such  of  the  undersigned  or  other 
dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  dC  Smith 

Incorporated 

The  First  Boston  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 

Blyth  Eastman  Dillon  8C  Co.  Dillon,  Read  &  Co.  Inc. 

Incorporated 

Drexel  Burnham  8C  Co.     duPont  Glore  Forgan     Goldman,  Sachs  8C  Co. 

Incorporated  Incorporated 

Halsey,  Stuart  8C  Co.  Inc.  Hornblower  8C  Weeks-Hemphill,  Noyes 

Incorporated 

Kuhn,  Loeb  8C  Co.  Lazard  Freres  8C  Co.  Lehman  Brothers 

Incorporated 

Loeb,  Rhoades  8C  Co.  Paine,  Webber,  Jackson  8C  Curtis 

Incorporated 

Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated 

Stone  8C  Webster  Securities  Corporation  Wertheim  &  Co.,  Inc. 

White,  Weld  &  Co.     Dean  Witter  8C  Co.     E.  F.  Hutton  8C  Company  Inc. 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Shearson,  Hammill  8C  Co. 

Incorporated 

Amsterdam-Rotterdam  Bank  N.V. 
Banque  de  Neuflize,  Schlumberger,  Mallet  Banque  Rothschild 

B.  Metzler  seel.  Sohn  8C  Co.  Pierson,  Heldring  8C  Pierson 

Sloman  Bank  K.G.    S.  G.Warburg  8C  Co.  Ltd.  Westdeutsche  Landesbank 

Girozentrale 


the  man  you  want 

to  succeed 

reads 

Forbes 


Erdman:  It's  a  massive  thing.  A  mas- 
sive amount  of  money,  $15  billion  or 
$20  billion  just  in  Eurobonds.  A  po- 
tential force  in  foreign  exchange.  If 
the  institutions  figure  the  dollar  is  go- 
ing to  get  dicey  again,  they  have  to 
cover  those  bonds. 

You  have  a  solution  to  the  mone- 
tary mess? 

Ebdman:  •  Before  putting  on  foreign 
exchange  controls,  one  would  tiy  to 
get  a  solution  by  converting  all  the 
offshore  dollars  into  five-to- 10-year 
nonnegotiable  U.S.  special  treasury 
bonds  with  a  7%  interest  rate. 

Then? 

Erdman:  One  would  make  the  dollar 
convertible  after  all  these  old  dollars 
have  been  locked  up,  by  doing  with 
gold  what  I  talked  about  in  my  book 
[raising  the  official  price  to  $125  an 
ounce]. 

What  you're  talking  about  in  your 
novel  suggests  that  the  whole  nature 
of  investment  is  changing. 

Erdman:  Right,  in  buying  stock,  first 
you  pick  the  currency.  Then  the  in- 
dustrial sector  in  that  country,  and 
then  the  corporation. 

Is  that  enough? 

Erdman:  Look,  the  whole  world,  in- 
cluding the  U.S.,  is  beginning  to  act 
like  Europe's  conservative  banking  es- 
tablishment. Their  main  aim  is  capi- 
tal preservation.  People  around  the 
world  are  making  it  their  No.  One 
priority,  so  that  if  they  have  $  100,000, 
they  still  have  it  five  years  from  now. 
And  if  they  get  a  5%  return  on  top  of 
that  to  keep  them  even  with  inflation, 
they'll  settle  for  that. 

In    the    future,    then,    performance 

won't  mean  getting  rich.  It  will  mean 
staying  even.  This  changes  all  the 
rules.  Where  does  the  average  man 
with  capital  turn  for  guidance0 

ERDMAN:  The  whole  thrust  of  our 
conversation  has  been  on  how  com- 
plicated the  world  is  getting.  Most  of 
the  institutional  managers  haven't  sul- 
ficienl  sophistication  to  cope  with  to- 
day's complex  circumstances— and  the 
little  guy  in  Des  Moines  is  supposed  to 

get  it  from  his  broker,  or  maybe  his 
bank  manager? 

What  should  the  gu)  in  Des  Monies 
do?  He  should  buy  hiinsell  ,i  Ih>iis< 
and  some  property  and  put  the  lest   in 

the  hank.  Thai  won't  keep  him  even, 

but  at  least  he  won't  be  wiped  out.  ■ 
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This  is  one  of  the  best  things 
made  in  America. 


The  four-day  weekend.  With  your 
family.  Relaxing. 

Or  the  three-day  weekend.  Or  just 
Saturdays  and  Sundays  off.  And 
two  weeks'  (or  more)  vacation  with 
pay.  And  sick  leave  and  retirement 
benefits. 

Are  corporate  profits  excessive? 
Not  according  to  the  facts. 

They  all  come  from  the  same 
source.  The  free  enterprise  profit 
system. 

Lately  there  have  been  some  who 
argue  that  corporate  profits  are  bloat- 
ed, unjustified— even  immoral. 

Not  so*.  After-lax  corporate  profits 
average  four  cents  on  every  gross 
saies  dollar,  not  28  cents  as  the  gen- 
eral public  is  reported  to  believe 
today. 


Profits  make  possible  leisure  time, 
art,  sports,  welfare  payments,  low- 
cost  government  housing,  foreign  aid, 
the  fight  against  cancer. 

Profits  make  possible  leisure  time 
. . .  and  cancer  research. 

Profits  allow  business  to  accumulate 
surplus  monies  in  good  times  so 
it  can  get  through  bad  times,  with  a 
minimum  of  layoffs  and  other 
economy  moves. 

Profits  let  people  start  new  busi- 
nesses and,  in  the  process,  create 
new  jobs. 

80  million  Americans  owe  their  in- 
dependence to  the  profit  system. 

Profits  give  working  Americans 
more  options  to  do  something  other 


than  work.  If  business  couldn't  earn 
profits,  we'd  all  have  to  work 
much  longer  and  harder  just  to  meet 
the  everyday  demands  of  living. 

Not  to  mention  doing  without  those 
long  weekends,  sick  leave  and  retire- 
ment benefits. 

It's  as  simple  as  that. 

International  Teleph  ">ne  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 


ITT 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


The  Funds 


The  Wrong  Product? 


Mutual  fund  sales  organizations  know  how  bad  things 
are  when  it  comes  to  selling  mutual  fund  shares.  Today 
they  are  not  alone.  Remember  how  the  life  insurance  in- 
dustry, when  it  invaded  the  mutual  fund  business  in 
the  late  Sixties,  was  going  to  blow  the  traditional  mutual 
fund  selling  organizations  out  of  the  water?  With  those 
70,000  salesmen  being  trained  and  registered  to  sell  mu- 
tual funds,  it  was  just  a  matter  of  time,  so  the  script  went. 
True,  the  lousy  stock  market  didn't  help.  But  life  salesmen 
are  out  there  every  day  selling  death  benefits  to  people 
who  arc  reluctant  to  give  out  annual  premiums  to  build 
an  estate  in  the  event  they  die.  So,  to  an  insurance  man, 
the  lousy  market  was  merely  a  challenge. 

Well,  a  recent  survey  conducted  by  Alan  M.  Thaler, 
a  senior  vice  president  of  Prudential  Insurance  Co.,  shows 
that,  so  far  at  least,  the  invasion  has  been  a  massive 
bust.  He  surveyed  31  insurance  company  funds  marketed 
exclusively  by  insurance  agents,  funds  accounting  for  well 
over  90%  of  all  such  sales.  At  the  end  of  1972  the  assets 
they  managed  amounted  to  $1.1  billion,  only  about  2%  of 
all  mutual  fund  assets.  Was  poor  performance  respon- 
sible for  their  puny  size?  No,  says  Thaler:  "The  perfor- 
mance, on  average,  has  been  slightly  better  than  the  com- 
posite measures  for  all  mutual  funds."  Furthermore,  says 
Thaler,  redemptions  haven't  proved  to  be  as  much  of  a 
problem  as  they  have  for  funds  as  a  whole. 

Thaler  acknowledges  that  the  poor  stock  market  has 
caused  selling 'problems,  but  he  finds  a  more  basic  prob- 


lem: Can  insurance  companies  compete  profitably  in  the 
marketing  of  mutual  funds?  The  cost  of  selling  fund  shares 
seems  to  outweigh  by  far  the  possible  return.  First,  there 
is  the  cost  of  training  the  insurance  salesman  to  sell  fund 
shares.  Thaler's  estimate  of  $400  training  costs  is  probably 
low.  Then  there  is  the  cost  of  sales  material,  license  fees, 
etc.  And  the  returns?  Says  Thaler:  "Of  those  registered, 
30%  made  no  equity  sales  -whatever  in  1972."  Those  who 
made  sales  produced/  an  average  of  $3,000,  yielding  some 
$135  in  commissions. 

Thaler  adds:  "Sales  charges  generating  commissions  of 
S135  a  year  can  never  hope  to  pay  off  the  initial  costs  of 
training  those  representatives  and  the  continuing  costs  of 
maintaining  them."  Thaler  also  points  out  that  the  typical 
insurance  salesman  experiences  a  confidence  gap  when 
selling  equities:  "He  hesitates  to  display  what  he  considers 
to  be  a  lesser  degree  of  professionalism  in  this  new  and 
somewhat  complex  field  of  equities."  In  other  words,  when 
it  comes  to  stocks  and  investing,  the  customer  isn't  as 
easily  snowed  as  in  selling  insurance. 

That  and  low  commissions  are  why  the  variable  an- 
nuity is  likely  to  be  a  much  more  attractive  sales  product 
to  the  insurance  industry.  While  it  is  not  the  perfect  prod- 
uct right  now,  variable  annuities  at  least  are  new,  and 
they  give  the  impression  that  the  equity  feature  protects 
the  investor  from  inflation  in  the  long  run.  Even  more 
important,  the  product  won't  be  regulated  by  the  Securi- 
ties &  Exchange  Commission,  and  the  commissions  are 
much  greater  than  in  mutual  funds. 

Think  insurance  salesmen  have  done  poorly  selling  mu- 
tual funds?  Just  wait:  They'll  soon  forget  them  entirely. 


The  Experts? 


Can  Wall  Street  brokerage  houses,  the  source  of  that 
blizzard  of  "buy"  recommendations,  run  mutual  funds  any 
better  than  other  fund  managers? 

Sad  to  say,  the  answer  is  generally  no. 

Sure,  some  broker-affiliated  funds  have  done  well,  such 
as  F.  Eberstadt  &  Co.'s  Chemical  Fund,  or  National  In- 
vestors (J.  &  W.  Seligman).  But  those  are  exceptions.  More 
typical  are  Shearson,  Hammill's  four  funds.  Only  one,  its 
income  fund,  has  performed  creditably  vis-a-vis  the  fund 
industry.  In  Forbes'  last  Mutual  Fund  Survey  (Aug.  15, 
1972),  the  fund  industry  had  a  6.6%  gain  for  the  preceding 
12  months.  But  the  Shearson  Appreciation  Fund  was  oft 
3.1%,  its  Investors  Fund  2.5%.  And  in  this  year's  first 
quarter,  Shearson's  Appreciation  Fund  was  off  21%,  its  In- 
vestors Fund  12%,  its  Capital  Fund  20%. 

As  a  group,  the  broker-affiliated  funds  have  had  trouble 
keeping  up  with  the  pack.  Which  is  too  bad,  because 
brokerage  houses  need  products  that  can  lure  back  the 
small  investor.  New  York  Stock  Exchange  member  firms 
are  affiliated  with  around  85  open-  and  closed-end  funds 
with  over  $6  billion  assets.  However,  most  of  that  money 
is  with  the  older  funds:  The  broker-affiliated  funds 
launched  in  the  late  1960s  were  seldom  able  to  attract 
big  sums.  For  example,  Bache's  Bayrock  Fund,  begun  in 
1970,  has  only  $6.6  million  assets. 

The  reason  such  firms  offered  their  own  funds  was  a 
need  for  profits.  When  individual  investors  simply  stopped 
their  stock  trading  after  the  1969-70  market  crash,  the 
advantage  of  having  a  mutual  fund  became  apparent: 
The  broker  could  collect  sales  load,  management  fee  and 


much  of  the  commissions  on  the  fund's  portfolio  turnover. 

But  the  money  did  not  pour  in.  Instead,  many  initial  fund 
investors  began  redeeming  their  shares.  "I  can't  say  we 
picked  the  best  five  years  to  get  into  this  business,"  says 
Smith,  Barney  Senior  Vice  President  Theodore  L.  Haff  Jr., 
the  man  in  charge  of  the  two  Smith,  Barney  funds. 

Some  firms  with  money-manager  status  say  they're 
doing  all  right.  "You  see,  we  have  $700  million  to  $800 
million  already  in  the  money  management  business,"  says 
Vice  Chairman  Archie  Albright  of  Drexel,  Burnham,  which 
manages  seven  mutual  funds  with  assets  of  about  $140 
million.  "When  you're  set  up  to  process  this  kind  of  thing, 
managing  these  funds  is  clearly  profitable  on  any  direct 
costing  basis,  for  now  at  least.  But  it's  no  bonanza." 

But  even  such  tie-ins  don't  help  some  houses.  "We 
manage  over  $1  billion  in  other  assets,  and  we're  not 
making  money  on  the  funds,"  says  a  spokesman  for  Wood, 
Struthers  &  Winthrop,  which  manages  the  de  Vegh  ($98 
million  assets),  Pine  Street  ($52  million)  and  two  Com- 
pass funds  ($6  million).  "The  funds  used  to  give  Wood, 
Struthers  almost  all  their  portfolio  business,  but  now  more 
and  more  of  it  is  moving  away.  There's  proposed  legislation 
that  would  forbid  a  broker-affiliated  fund  from  doing  busi- 
ness with  that  broker.  If  so,  we'd  certainly  have  to  raise 
the  advisory  fee  [now  0.25%].  I  don't  see  how  some  of 
these  other  places  can  make  a  profit." 

It  would  cost  several  houses  dearly  if  Congress  docs 
forbid  funds  giving  brokerage  to  their  parent  houses:  Last 
year  Oppenheimer  got  over  $3  million  in  commissions  from 
its  funds,  J.  &  W.  Seligman  about  $2  million. 

Bear  markets,  mediocre  performance,  threatened  adverse 
legislation:  Mutual  funds,  like  everything  else,  are  not 
helping  ailing,  beleaguered  Wall  Street  very  much.  ■ 
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Wemaybean 
electric  company. 

But  to  our  2,993 

communities,  we're 

a  department  of 

health,  education 

and  welfare. 


We're  talking  about  economic 
health  and  welfare. 

Because  if  the  2,993  communi- 
ties we  serve  don't  flourish  neither 
do  we. 

So  we've  set  up  sort  ef  a  depart- 
ment of  education— complete  with 
tests— to  help  spur  them  along. 

We  help  them  set  aside  land  for 
industrial  use.  Promote  adequate 
sewage  and  water. 

Advise  them  on  community  plan- 
ning, downtown  development,  fis- 
cal responsibility. 

Even  police  and  fire  protection. 

Because  it's  a  good  area  for 
industrial  expansion.  The  uncon- 
gested  regions  of  Ohio,  Indiana, 
Michigan,  Virginia,  West  Virginia, 


Kentucky  and  Tennessee.  An  area 
we've  been  actively  promoting  with 
an  ambitious  industrial  develop- 
ment program. 

But  frankly,  we  can't  recommend 
a  community  if  we  know  there's 
something  wrong  with  it.  So  we  help 
our  communities  set  their  wrongs 
right. 

So  far  our  programs— both  com- 
munity and  industrial  development 
—have  worked  so  well,  over  $500  mil- 
lion worth  of  new  industry  has  set- 
tled into  our  area  in  the  past  five 
years. 

Because  we  do  more  than  sup- 
ply electricity  to  it. 

We  help  add  the  spark  to  make 
it  grow. 


American  Electric  Power  System 

Appalachian  Power  Co..  Indiana  &  Michigan  Electric  Co  .  Kentucky  Power  Co.,  Kingsport  Power  Co..  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co. 
For  further  information  write  Robert  W.  Rine,  AEP,  Room  11-02-F,  2  Broadway,  New  York,  N.Y.  10004 


Whatfs  up  at  Myers  &  Liggett? 

fm  *Wp  havpn  t  reallv  chanaed 


We  haven  t  really  changed 

the  name,  but  we  have  changed 

the  company.  We  are  now 

59  percent  non-tobacco. 


Growth  brands  in  growth 
industries  from  growth- 
minded  Liggett  &  Myers. 

Among  the  leading  Liggett  & 
Myers  brands  which  add  diversifica- 
tion to  its  famous  tobacco  products 
(L&M.  Chesterfield,  Lark  and  Eve 
cigarettes)  are  such  pace  setters  as 
the  leading  brands  in  Scotch  whisky 
(J&B),  canned  dog  food  (Alpo),  pre- 
mium bourbon  (Wild  Turkey),  liquor 
specialties  (Grand  Marnier,  Metaxa, 
Campari),  fine  imported  wines 
(Chauvenet,  Charles  Heidsieck. 
Lagosta,  Wedding  Veil,  Bertani,  Fazi 
Battaglia  Verdicchio,  Achaia  Clauss, 


Dopff  Alsatian),  household  cleaning 
products(BlueLustre),  prepackaged, 
room-size  rugs  (Mercury),  watch 
bands  (Brite),  popcorn  CJ-Minute), 
and  even  the  top-selling  chewing 
tobacco  (Red  Man). 

And  it's  the  growth  of  such  prod- 
ucts which  has  jumped  Liggett  & 
Myers  sales  of  non-tobacco  products 
to 59  percent  of  total  sales  (excluding 
excise  taxes)  in  1972. 

The  sales  vitality  of  these 
growth  products  at  Liggett  &  Myers 
is  a  good  base  for  future  earnings. 

LiggetfcMyers 


MK-6760 


The  Forbes  Index 

preliminary 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Oepf.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


MAR 122.0 

APR 122.5 

MAY    124.0 

JUNE  124.3 

JULY  124.4 

AUG 126.1 

SEPT 126.4 

OCT 128.1 

NOV 129.0 

DEC 129.8 

JAN 131.5 

FEB,  132.2 

MAR 132.2 

APR.  (Prel.)    133.2 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  ft/.  S. 
Depf.  of  Labor  initial  unemployment  claims) 
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Market 
Comment 

By  L  0.  Hooper 


A  Brand-New 
Ball  Game 


Inspired  by  easy  and  plentiful  mon- 
ey, gentle  inflation,  a  high  rate  of 
savings,  an  accumulated  demand  for 
goods,  a  higher  standard  of  living, 
rapid  economic  growth,  unparalleled 
technological  progress  and  sound 
ideas  of  equity  values,  the  stock  mar- 
ket, in  the  first  20  years  after  World 
War  II,  had  a  long  advance  and  was 
an  excellent  place  to  accumulate 
wealth.  The  investment  public,  large- 
ly a  new  generation,  "discovered" 
stocks  as  a  sure  way  to  fortune. 

Then  the  inevitable  happened.  In 
the  late  1960s  and  in  the  early  1970s, 
the  appetite  for  equities  got  out  of 
hand.  Greedy  and  often  imprudent 
speculation  gradually  replaced  sound 
investment.  The  generation  which  had 
invested  wisely  and  successfully  be- 
gan to  speculate  unwisely  and  with 
abandon.  Even  the  most  prudent  peo- 
ple lost  some  of  their  perspective,  or 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


just  went  along  with  the  trend,  only 
half  realizing  what  they  were  doing. 
The  investment  banking  commu- 
nity, meaning  those  people  who  gen- 
erally originate  new  issues  and  mar- 
ket new  securities,  did  exactly  what 
business  always  does.  Like  the  auto- 
mobile industry,  or  the  building  in- 
dustry, it  produces  the  product  the 
people  want  to  buy.  In  this  case  the 
product  was  new  issues  of  companies 
which  wanted  to  go  public.  The  na- 
tion was  searched  for  family-owned 
companies,  and  people  bought  the 
resulting  shares  at  high  prices.  The 
public  then  marked  up  high  prices 
still  higher.  Every  new  company  was 
an  "emerging  new  growth  business," 
and  its  shares  usually  were  salable 
at  high  growth-stock  multiples.  These 
stocks  were  not  foisted  on  the  public 
by  overzealous  salesmen;  the  public 
fell  all  over  itself  to  buy  them.  All 
kinds  of  other  equities,  both  good 
and  bad,  were  marked  up  in  price. 


Everyone  was  seeking  a  new  Xerox  or 
a  new  IBM,  and  many  thought  they 
had  found  what  they  wanted. 

Something  else  was  happening. 
There  was  a  split-and-stock-dividend 
craze,  and  that  led  to  ever-increasing 
capitalizations— more  and  more  shares 
representing  the  same  amount  of 
earnings  or  assets,  smaller  and  smaller 
fractions  of  ownership.  For  instance, 
Winnebago  now  has  half  as  many 
shares  outstanding  as  Continental  Oil; 
and  Levitz  has  more  than  twice  as 
many  shares  as  Allied  Stores.  Most 
people  don't  realize  what  small  frac- 
tions of  ownership  are  represented 
by  the  shares  of  the  "fallen  angels." 

Sour  on  Stocks 

What's  going  on  in  many  of  the 
former  favorites  that  have  "fallen  out 
of  bed"  is  just  a  collapse  of  specula- 
tion rather  than  a  threat  of  financial 
trouble.  In  many  cases,  too,  it  has 
been  found  that  reported  high  earn- 
ings were  based  on  too-liberal  ac- 
counting practices.  The  urge  to  make 
money  too  fast  in  the  stock  market  re- 
sulted in  unsound  practices,  and 
caused  millions  to  make  imprudent 
commitments.  What  formerly  was 
mass  enthusiasm  about  these  many 
new  companies  and  emerging  growth 
companies  now  has  become  mass  dis- 
illusionment. Nor  have  the  unsound 
practices  of  the  so-called  performance 
mutual  funds  helped  investment  con- 
fidence either. 

So,  for  the  first  time  since  the  late 
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Why  Value  Line's 
Investors  Reference  Service 
is  not  bound. 


How  do  you  go  about  updating  a  bound  ref- 
erence volume  whose  pages  are  perma- 
nently attached  to  the  binding?  You  don't. 
You  wait  six  months  or  a  year  for  the  next 
edition.  That's  fine  in  some  fields  of  study 
—but  not,  we  think,  in  the  stock  market. 

Thousands  of  changes  in  stock  prices, 
some  of  major  significance,  occur  every 
week.  Actual  and  projected  stock  earnings 
are  also  continually  changing.  If  you  are 
seeking  investment  guidance  on  what  to  do 
now,  we  believe  that  the  research  you  use 
can  be  no  better  than  it  is  current.  (Indeed, 
cut-of-date  research  may  sometimes  be 
worse  than  none  at  all.) 

And  that  is  why  Value  Line's  Investors 
Reference  Service  is  nor  bound  ...  so  that 
what  is  between  its  covers  can  be  continu- 
ally updated  ...  so  that  the  research  con- 
clusions it  gives  you  reflect  the  very  latest 
information  and  evaluation  of  future  prices, 
earnings  and  other  key  investment  factors 
affecting  the  stocks  that  interest  you.  This 
systematic  coverage  includes  more  than 
1550  leading  stocks,  which  account  for 
more  than  90%  of  the  dollar  value  of  all 
shares  traded  in  U.S.  securities  markets. 


Value  Line's  CONTINUALLY 
UPDATED  Investors  Reference 
Service  covers  more  than 
1550  Stocks  in  67  Industries. 

Continually  renewed,  as  the  latest  research 
reports  update  and  replace  the  old.  Only 
the  outside  binder  remains  the  same.  The 
weekly  updating  takes  less  than  a  minute. 

How  it  works. 

When  you  receive  Value  Line's  1800-page 
Investors  Reference  Service,  you'll  find  in 


it  our  current  full-page  research  reports  on 
each  of  more  than  1550  stocks  and  the  67 
industries  in  which  they  are  grouped,  com- 
pletely indexed  for  your  immediate  refer- , 
ence.  Plus  the  latest  weekly  Summary  of 
Advices  giving  you  our  current  investment 
ratings  of  all  these  stocks. 

EVERY  WEEK  thereafter,  you  receive 
new  full-page  reports  on  more  than  100 
stocks  and  their  industry  groups.  These  re- 
place and  completely  update  the  previous 
set  of  reports  on  the  same  stocks  and  in- 
dustries. Thus  every  13  weeks  your  reports 
on  all  1550  stocks  and  67  industries  are 
entirely  renewed.  If  evidence  requires,  sup- 
plementary reports  are  issued,  too.  Only 
the  outside  binder  remains  the  same. 

EVERY  WEEK  you  also  receive  a  new 
24-page  Summary  of  Advices  giving  you 
Value  Line's  up-to-date  investment  ratings 
of  each  of  more  than  1550  stocks— each 
rated  against  all  the  others— for  (a)  Rela- 
tive Probable  Market  Performance  in  the 
Next  12  Months,  and  Safety.  Plus  the  very 
latest  earnings,  dividend  and  P/E  data  for 
each. 

If  you're  the  kind  of  investor  who  won't 
settle  for  obsolescent  information  and 
guidance,  Value  Line's  unbound  Investors 
Reference  Service  may  be  especially  for 
you.  We  think  you'll  find,  too,  that  the 
quality  as  well  as  the  currency  of  Value  Line 
research  is  also  in  a  class  by  itself. 

Accept  this  $25  Bonus. 

We  therefore  invite  you  to  accept  the  com- 
plete 1800-page  Investors  Reference 
Service  (sold  separately  for  $25)— entirely 
as  a  BONUS— with  an  introductory  trial  sub- 
scription  to  The  Value  Line  Investment 
Survey.  (The  Reference  Service  includes  a 
smaller  volume,  not  pictured,  with  detailed 
recommendations  of  Special  Situations  and 
Especially  Recommended  Stocks.) 

Your  Introductory  trial— which  itself 
comes  to  you  under  this  special  offer  at  half 
off  the  regular  rate -will  bring  you  new 
full-page  reports  and  a  new  Summary  of 
Advices  on  more  than  1550  stocks  every 
week,  keeping  your  Investors  Reference 
Service  continually  up-to-date.  You  have 
nothing  to  lose,  as  this  offer  carries  a  30- 
day  full  money-back  guarantee.  To  see  for 
yourself  how  much  you  have  to  gain,  mail 
the  no-risk  coupon  today. 


The  Value  Line  Investment  Survey 


I 


Arnold  Bemhard  &  Co.,  Inc 


D  Begin  my  13-week  trial  subscription  to  The  Value 
Line  Investment  Survey  at  the  special  money-saving 
rate  of  just  $29.  As  a  bonus  at  no  extra  cost,  I  will 
also  receive  The  Investors  Reference  Service.  I  have 
enclosed  my  $29  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  avail- 
able only  once  to  any  household. 

O  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224. 

Q  Payment  enclosed      □  Bill  me  for  $224 


•  5  East  44th  St.,  New  York,  N.Y.  10017 

U-16GI5 
SIGNATURE 

NAME  (please  print) 

ADDRESS 


STATE 


ZIP 


If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 
N.  Y.  residents  please  add  applicable  sales  tax.  Foreign 
rates  available  on  request.  (No  assignment  of  this  agree- 
ment will  be  made  without  subscriber's  consent.) 
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1920s  and  the  1930s,  we  have  a  gen- 
eration of  investors  who  are  sour  on 
the  stock  market.  It  is  no  wonder  that 
American  industry  is  now  losing  stock- 
holders at  the  rate  of  a  million  or  so 
a  year.  It  is  no  wonder  that  the  thrift 
institutions,  like  the  savings  and  loans 
and  the  mutual  savings  banks,  have 
been  getting  more  than  their  share 
of  new  savings— and  that  the  stock 
market's  share  of  savings  has  been 
dropping. 

Now,  what  does  all  this  mean?  I 
think  that  it  means  an  era  of  lower 
multiples  and  a  long  period  of  more 
conservative  common  stock  invest- 
ment. It  means  that  most  of  the  fallen 
angels  are  not  coming  back  to  where 
they  were  before.  It  means  that  con- 
servative stocks  will  be  in  better  de- 
mand, and  that  risky  ones  may  be  a 
drug  on  the  market.  It  means  that  we 
will  have  to  develop  a  new  genera- 
tion of  speculators  before  there  is  an- 
other big  bull  market— and  that  will 
take  time.  We  can,  however,  have 
some  very  decent  markets  without 
this  wild  type  of  participation;  but 
we  must  not  expect  the  public  to 
rush  right  back  to  Wall  Street  and 
push  the  fallen  angels  back  up  to 
two  or  three  times  their  current  com- 
paratively low  prices. 

High-Multiple  Growth  Stocks 

Another  comment  about  the  pres- 
ent stock  market  is  in  order.  The  mu- 
tual funds  do  not  now  have  any  fresh 
inflow  of  money  to  invest.  They  are 
still  experiencing  more  redemptions 
than  new  sales.  On  the  other  hand, 
the  big  pension  funds  seem  to  have 
a  bigger  inflow  of  new  cash  than  ever 
before,  and  these  are  managed  by  a 
dozen  or  so  of  the  big  city  banks. 
These  bank  funds  have  done  much 
better  than  the  mutual  funds  for  a 
number  of  reasons:  They  have  not 
traded  so  much,  they  have  concen- 
trated on  the  big  growth  stocks  which 
have  done  comparatively  well,  and 
they  have  experienced  fewer  disasters 
in  highly  speculative  new  issues. 

If  the  pension  fund  managers  act 
as  they  have  been  talking,  they  will 
continue  to  buy  the  big  growth  stocks, 
the  issues  I  have  called  the  surviving 
growth  shares.  Stocks  of  this  type, 
selling  at  very  high  multiples,  have 
not  declined  so  much  in  this  bad  mar- 
ket because  they  have  been  bought 
on  weakness  by  the  banks.  I  can't 
think  that  slocks  of  this  type  are 
cheap,  but  I  am  unwilling  to  debate 
with  the  large  inflow  oi  money  the 
banks  have  to  invest.  The  source  <»i 

the  pension   fund   new   money  is   sort 

oi  a  nongovernment  tax  on  payrolls, 

The    (low    of    new     hinds    is    governed 

more  by  the  size  <>l  payrolls  than  by 
anything  else.  ■ 
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Stock 
Analysis 


When  Banks 
Buy  Stocks 


By  Heinz  H.  Biel 


It  has  been  obvious  for  some  time 
that  by  far  the  most  powerful,  if  not 
completely  dominating,  forces  in  the 
stock  market  are  the  banks.  They  do 
not  play  around  as  much  as  the  go- 
go  mutual  funds  were  doing  in  the 
good  old  days,  when  fresh  money  was 
pouring  in  day  after  day  by  the  mil- 
lions and  the  thought  of  redemptions 
never  even  entered  the  gunslingers' 
minds.  It's  a  different  ball  game  now, 
and  the  only  ones  who  have  a  steady 
influx  of  substantial  amounts  of  mon- 
ey to  invest  are  the  banks.  The  stocks 
they  are  buying  have  been  highly  visi- 
ble over  the  past  year,  and  it  has 
had  a  major  impact  on  stock  prices. 

Recent  disclosures  by  Morgan 
Guaranty  Trust  Co.,  the  country's 
largest  manager  of  employee  pen- 
sion funds,  investment  advisory  ac- 
counts and  personal  trusts  and  es- 
tates, point  up  the  incredibly  huge 
amounts  under  a  single  bank's  control. 
Of  a  total  of  $27.4  billion  at  year-end 
1972,  78%,  or  $21.4  billion,  was  in- 
vested in  common  stocks.  This  was 
an  increase  of  $4.8  billion  during  the 
past  year  alone!  The  sums  managed 
by  the  other  major  New  York  City 
regional  banks  and  the  large  insurance 
companies  are  equally  staggering. 
They  dwarf  the  entire  mutual  fund 
industry,  which  by  now  is  shrinking 
rather  than  growing. 

The  problem  of  investing  some  $20- 
odd  billion  in  common  stocks  is  mind 
boggling.  If  200  companies  are  con- 
sidered eligible  and  desirable  invest- 
ments, the  average  position  in  each 
stock  would  have  to  be  $100  million. 
Now,  how  many  corporations  are 
there  in  'which  you  can  invest  that 
much  without  becoming  the  domi- 
nant shareholder,  even  if  it  were  pos- 
sible to  accumulate  such  a  position 
without  exploding  the  price  of  the 
stock?  It  may  well  be  argued,  of 
course,  that  this  is  precisely  what  has 
happened  to  the  prices  of  numerous 
supergrowth  stocks  which  have  be- 
come the  favorites  of  the  banks. 

The  Annual  Directory  Issue  of 
Forbes  (May  15)  lists  the  500  big- 
gest corporations  by  market  value.  If 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


we  assume,  arbitrarily  to  be  sure, 
that  any  noninsider  investor  should  not 
own  more  than  5%  of  a  corporation's 
stock,  lest  he  become  too  deeply  in- 
volved, then  a  $2-billion  (market  val- 
ue) corporation  is  just  about  the  limit 
for  eligibility  if  we  think  in  terms  of  a 
$100-million  average  position.  Ac- 
cording to  Forbes,  only  64  corpora- 
tions could  boast  of  a  market  valua- 
tion of  over  $2  billion,  and  that  was 
at  the  end  of  1972  when  the  market 
was  a  great  deal  higher  than  today. 

The  table  below  shows  Morgan 
Guaranty  Trust's  15  largest  stock  posi- 
tions and  the  percentage  of  the  total 
market  value  of  these  companies  con- 
trolled by  a  single  bank.  There  is  no 
point  in  extending  this  list  which  ac- 
counts for  over  40%  (!)  of  Morgan 
Guaranty's  stock  portfolio.  This  bank's 
50  largest  stock  positions  amount  to 
$13.3  billion,  68%  of  the  total,  an  av- 
erage of  $266  million  per  issue.  The 
remainder,  some  $8  billion,  is  spread 
among  some  500  stocks,  averaging 
$16  million  each.  It  is  inevitable  that 
as  soon  as  banks  begin  to  favor  a 
"smaller"  company  (like  Disney, 
Schlumberger  or  American  Express  in 
the  accompanying  table),  the  owner- 
ship percentage  tends  to  rise  steeply. 

With  such  vast  resources  at  their 
disposal,  the  banks  can  make  just 
about  every  stock  a  "winner."  The 
only  loser  in  1972  among  Morgan 
Guaranty's  favorite  15  is  its  relatively 


smallest  position,  General  Motors,  and 
GM  is  just  too  big  and  too  widely 
held  to  be  moved  easily.  Since  the 
choice  of  stocks  by  banks  and  insur- 
ance companies  is  necessarily  limited 
by  the  sheer  magnitude  of  the  amounts 
involved  to  fairly  sizable  corpora- 
tions, it  is  obvious  why  there  is  so  lit- 
tle buying  support  for  small  compa- 
nies, regardless  of  their  merits. 

All  of  this  goes  far  to  explain  why 
so  many  analysts  and  advisory  services 
have  been  so  very  wrong  during  the 
past  year  or  so.  By  pointing  out  that 
the  banks'  favorite  stocks  were  gross- 
ly overpriced  by  comparison  with  the 
hundreds  of  stocks  of  fine,  solid  com- 
panies selling  at  most  modest  multi- 
ples, they  were  theoretically  right,  but 
they  were  barking  up  the  wrong  tree. 

I  begin  to  wonder  whether  this  is 
ever  going  to  change.  If  past  experi- 
ence can  still  serve  as  a  guide,  the 
superblue  chips  are  the  last  to  col- 
lapse in  a  bear  market,  just  as  they 
are  the  first  to  emerge  from  it.  But 
never  before  have  the  banks  been  in 
as  strong  an  investment  position  as 
they  are  now.  Millions  of  dollars  of 
pension  money  are  pouring  in  week 
after  week,  making  it  easy  for  the 
banks  to  give  support  to  any  stock 
they  do  not  wish  to  decline  too 
much.  On  the  other  hand,  who  is  go- 
ing to  buy  the  many  stocks  we  all 
agree  are  unduly  depressed  and  cheap 
by  any  known  standard  of  security 
analysis?  Individual  investors,  former- 
ly the  dominating  force  in  the  stock 
market,  have  become  discouraged  and 
disgusted;  and  they  are  neither  will- 
ing nor  able  to  fight  the  overwhelm- 
ing odds.  The  fortunate  ones  have 
hopped  on  the  bandwagon  and  bliss- 
fully ignored  the  high  P/Es.  The  oth- 
ers are  in  full  retreat,  hoping  that 
bond  yields  will  be  high  enough  at 
least  to  offset  the  inroads  of  infla- 
tion. Altogether,  this  is  not  a  pleasant 
picture,  but  it's  better  to  face  realities 
than  to  close  your  eyes  to  them.   ■ 
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(000,000) 

(000,000) 

%  of  Total 
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IBM 

$2,094.3 

$46,792 

4.5 

1 

Eastman  Kodak 

1,138.0 

23,933 

4.7 

3 

Avon  Products 

651.3 

7,910 

8.2 

15 

Sears,  Roebuck 

605.1 

18,213 

3.3 

6 

Xerox 

593.3 

11,715 

5.1 

8 

Disney 

473.2 

3,380 

14.0 

39 

Polaroid 

423.4 

4,143 

10.1 

29 

Procter  &  Gamble 

395.8 

9,134 

4.3 

11 

Schlumberger 

390.2 

3,295 

11.8 

43 

General  Motors 

343.9 

23,196 

1.5 

4 

Amer.  Home  Products 

330.4 

6,378 

5.2 

20 

Coca-Cola 

319.7 

8,871 

3.6 

12 

Exxon 

308.7 

19,623 

1.6 

5 

American  Express 

305.7 

3,343 

9.2 

41 

Mobil  Oil 

285.7 

7,529 

3.8 

16 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  inc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 

Name 


Address. 
City 


.State. 


Zip  Code- 


Baltimore,  Maryland  21203 

The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  sixty 
cents  a  share,  payable  July 
31,  1973,  to  stockholders  of 
record,  June  15,  1973. 

WILLIAM  F.  SPLIEDT 
Secretary  and  Treasurer 

May  23,  1973 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 

Jr.     M     LI  Ir  . 

Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  Y^  to  %  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66th  fl. 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

Name 

Address Zip 


f  Technician's 
Perspective 

By  John  W.  Schulz 


Help  Wanted 


Once  upon  a  time— and  really  not 
too  long  ago— conventional  investment 
wisdom  held  that  common  stocks 
should  be  bought  primarily  for  price 
appreciation  and  only  secondarily,  if 
at  all,  for  income.  Ultimately,  so  the 
reasoning  went,  no  normal  dividend 
return  could  offset  more  than  a  frac- 
tion of  the  price  risk  attaching  to 
common  stocks  during  those  periods 
when  the  market  went  sour.  It  fol- 
lowed that  much  more  attention 
should  be  paid  to  earnings  than  to 
dividends;  in  time,  rising  earnings 
would  produce  rising  dividends,  and 
meanwhile  earnings  plowed  back 
were  likely  to  be  worth  more  to  the 
investor  than  earnings  distributed  (on 
which  income  taxes  had  to  be  paid 
by  the  stockholder  at  higher  rates 
than  on  capital  gains  that  would 
eventually  accrue  from  earnings  gen- 
erated by  reinvested  earnings) . 

Though  this  philosophy  is  probably 
far  from  dead,  some  of  its  premises 
have  lately  taken  a  fearful  battering 
as  far  as  a  large  majority  of  stocks 
and  stockholders  is  concerned.  Mani- 
festly, the  great  rise  in  earnings  of  the 
past  two  years  did  little  or  nothing  to 
raise  most  stock  prices;  on  the  other 
hand,  stocks  with  reasonably  good 
dividend  payouts  have  tended  to  resist 
selling  pressures  better  than  those 
paying  relatively  small  dividends  or 
none  at  all,  the  major  exceptions 
being  the  handful  of  big  traditional 
growth  stocks. 

Rewards  Postponed 

According  to  some  analysts,  one 
important  reason  why  most  stocks 
failed  to  respond  with  higher  prices 
to  a  steep  increase  in  earnings  during 
the  current  business  expansion  is  that, 
under  the  Federal  Economic  Stabiliza- 
tion Act  of  1970,  most  corporations 
currently  may  not  increase  their  an- 
nual dividend  rates  by  more  than  4%. 
This  has  created  an  abnormally  long 
lag— its  full  duration  is  unassessable— 
between  higher  earnings  and  higher 
eventual  dividend  payouts.  The  re- 
sulting postponement  of  tangible  re 
wards  for  the  investor  can,  no  doubt, 

Mr.  Schulz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.,  Inc. 


account  for  some  part  of  the  past 
months'  appalling  drop  in  price/ earn- 
ings ratios  among  most  common 
stocks,  though  probably  not  for  as 
much  of  it  as  some  observers  have 
lately  been  insisting.  A  collapse  of  in- 
vestor confidence,  which  is  attribut- 
able to  broader  problems,  has  also 
been  at  work. 

In  any  case,  it's  become  pretty 
clear  that  pressures  are  being  in- 
creasingly brought  to  bear  on  the 
Administration— which  so  far  has  re- 
sisted them— to  liberalize  the  divi- 
dend-increase limitation  under  Phase 
3.  Very  active  in  this  effort  has  been 
the  First  National  Bank  of  Chicago, 
which  points  out  that  dividend  in- 
creases in  recent  years  have  lagged 
far  behind  the  rise  in  consumer  prices 
and  in  wages  paid  to  manufacturing 
workers.  The  bank  argues  that  divi- 
dend growth  for  "representative  port- 
folios" in  1972  came  to  about  2.6%, 
not  4%,  and  this  year  may  be  no 
higher  than  2.5%;  for  consumer  prices, 
the  comparable  increases  are  3.3%  and 
4.2%;  and  for  manufacturing  wages, 
6.7%  and  6.5%.  From  other  viewpoints, 
the  bank's  dividend  growth  statistics 
may  look  somewhat  slanted,  but  it 
seems  obvious  enough  that  investors, 
some  30  million  of  them,  could  do 
with  a  cost-of-living  raise. 

Together  with  the  extraordinary 
drop  in  price/  earnings  ratios  (for 
whatever  reasons),  the  restraint  on 
dividend  increases  and  the  consequent 
rise  in  retained  earnings  have  spawned 
a    record    volume    of   corporate    stock 

repurchase  plans.  As  of  mid-May,  a 

Survey    by   Standard    &    Pool's    shows 

such    programs   announced    in    1973 

involved  Over  80  million  shares,  worth 
probably  near  $2  billion,  and  some 
observers  now  estimate  that  the  full- 
year  total  might  run  as  high  as  $4 
billion.    As    pointed    out    here    three 

months  ago,  these  repurchases  might 
not  provide  very  much  "technical 
support"  for  individual  stock  prices 
in  a  short-term  sense,  hut   in  a  luo.i  I 

er  perspective  they  could  furnish  a 
substantial  offset  to  the  supply  from 

new  stock  issues  (likely,  amw.iv. 
to  shrink  when  prices  ire  down) 
and  thus  help  Improve  the  slock  mar 
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ket's  basic  supply-demand  structure. 
But  a  similar  result  would  probably 
come  about  if  some  billions  of  re- 
tained corporate  earnings  were,  in- 
stead, distributed  to  stockholders  as 
higher  dividends:  P/E  ratios  presum- 
ably would  be  higher;  the  added  buy- 
ing power  would  be  distributed  more 
widely  through  the  market;  and  there 
might  be  greater  encouragement  for 
yield-minded  foreign  investors  to  buy 
American  common  stocks,  which 
would  serve  to  improve  the  U.S.  bal- 
ance of  payments  and  to  strengthen 
the  dollar.  (Note  that,  remarkably, 
net  stock  purchases  by  foreigners  dur- 
ing the  first  quarter  were  larger  than 
most  observers  seem  to  have  expected, 
a  trend  that  could  be  furthered  not 
only  by  raising  dividend-growth  limi- 
tations but  also  by  suspending  the 
U.S.  withholding  tax  now  levied 
against  dividends  paid  to  nonresident 
investors. ) 

Washington  fo  the  Rescue 

One  way  or  another,  it  seems  to 
me,  the  stock  market  is  in  line  for 
rescue  action  of  one  kind  or  another 
from  Washington.  It  is,  after  all,  the 
one  major  sector  of  the  economy  that 
has  been  thoroughly  deflated,  where 
inflationary  expectations  have  led  to 
selling  rather  than  to  buying  and 
where  speculative  enthusiasm  has  be- 
come about  as  extinct  as  the  dodo. 
But  it  is  also  a  vital  part  of  our  capital 
market.  As  such  it  has  lately  tended 
to  help  contract  the  country's  equity 
capital  base— via  corporate  stock  re- 
purchases at  depressed  prices— in- 
stead of  helping  to  expand  it  and  thus 
to  enlarge  productive  capacity  (which 
presumably  would  counter  inflationary 
pressures  by  increasing  the  supply  of 
goods  available).  m 

At  a  time  when  monetary  policy 
would  argue  against  a  traditional  cut 
in  margin  requirements,  other  means 
to  increase  the  demand  for  common 
stocks  across  the  board  should  be 
found.  The  buying  power  which  could 
thus  be  mobilized  is  unquestionably 
available,  billions  of  dollars  in  domes- 
tic investors'  savings  accounts  and  bil- 
lions more  in  dollars  available  to  for- 
eign investors. 

Meanwhile,  encouragement  can  be 
drawn  from  the  fact  that  the  money 
supply  is  again  growing  at  a  relatively 
conservative  pace  (Forbes,  June  1) 
and  from  indications  that  inflationary 
pressures  may  just  about  have  passed 
their  peak.  Against  this  background, 
it  is  at  least  possible  that  the  stock 
market  'bottomed  last  month  near 
Dow  880;  but  at  the  time  this  went 
to  press,  so  far  as  I  could  see,  the 
technical  evidence  did  not  yet  provide 
convincing  clues  that  a  major  low  had 
been  established.  ■ 


More  and   more  investors  are 
deciding  they  don't  have  to  give 
up  control  of  their  portfolios 
and  pay  a  percentage  fee  to  get 
competent  investment  counsel. 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
dends— to  someone  to  manage  and  trade  at  his  discretion  on  a  per- 
centage fee  basis,  consider  the  alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel 
and  keep  complete  control  over  your  portfolio.  You  will  issue  buy  and 
sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be 
much  less  than  you  expect. 

The  Babson  organization's  68  years'  experience,  independent  re- 
search department,  modern  in-house  computer  plus  individual  atten- 
tion to  your  portfolio,  assure  you  of  unbiased,  professional  investment 
counsel  precisely  suited  to  your  particular  investment  aims  and 
needs.  Mail  this  coupon  for  complete  details. 

_  dfflflfc   babson's  reports  inc. 


Dept.  F-561 


Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 
Founded  in  1904  by  Roger  W.  Babson 

Please  send  information  on  Babson's  Investment  Appraisal   and   Review  Counseling  Service. 

Name 

Street  &  No 

City. 


State. 


.Zip. 
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Unhappy 
Shareholders 


You  have  seen  ads  showing  the  mutual  fund 
record  —  how  a  $10,000  investment  in  the 
"average"  mutual  fund  in  1950,  grew  to 
$103,898  by  1972.  Why,  then,  so  many  unhappy 
mutual  fund  shareholders?  The  JUNE  Fund- 
Scope  spells  out  some  dollar-and-sense  an- 
swers to  this  seemingly  paradoxical  question. 

Only  an  informed  investor  is  a  satisfied 
shareholder.  JUNE  FundScope  tells  you:  How 
to  select  a  mutual  fund,  from  a  buyer's  view- 
point. When  not  to  buy  —  to  avoid  crippling 
losses  such  as  in  1969-70.  How  to  appraise  a 
fund  manager's  competence,  and  judge  his  in- 
tegrity in  resolving  conflicts  of  interest. 

The  JUNE  FundScope  features  eleven 
simple  buying  guides,  stressing  caveat  emptor, 
which  will  go  a  long  way  to  help  make  you  a 
happy,  satisfied  mutual  fund  shareholder. 

SPECIAL  OFFER 

(new  trial  subscribers  only) 
Send  just  $22  for  a  3-month  trial  subscription 
to  FundScope,  a  thinking  man's  guide  to 
mutual  funds.  PLUS — 4  big  bonuses,  including 
the  No-Load  survey  and  564  page  April  1973 
Mutual  Fund  Guide,  the  new  Bible  of  the  fund 
industry  with  all  the  vital  information  you  need 
on  450  funds.  (GUIDE  ALONE  SELLS  FOR  $20.) 
ACT  NOW:  Mail  your  $22  today,  or  if  you  pre- 
fer the  above  offer  with  a  money-saving  14- 
month  subscription,  send  $60.00  (10  day  return- 
able guarantee).  Include  ZIP.  No  salesman 
will  call.  Not  available  on  newsstands. 

FundScope,  Dept.  F-52,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Calif.  90067 


WHICH   3 

NO  LOADS 


(no   broker  ft 


ARE  LEADING  THE  WAY  UP  ? 
SHOULD  YOU  BUY  THEM  NOW  ? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  Ollly  $1    (new subscribers  only) 

Just  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-6A,  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 
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How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 

If  you  have  saved  or  acquired  $5,000  to 
$50,000  in  cash  or  securities,  you  naturally 
want  to  make  your  capital  grow.  Yet  you 
may  feel  you  are  actually  losing  ground  due 
to  inflation  and  taxes,  or  perhaps  to  a  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  64 
countries  have  turned  to  The  Danforth  As- 
sociates Investment  Management,  a  tested 
plan  originally  developed  by  a  Boston  family 
to  manage  its  own  common  stock  invest- 
ments. 

The  plan  thus  far  has  proved,  we  believe, 
especially  efficient  in  providing  continuing 
capital  growth  supervision  for  portfolios 
starting  with  from  $5,000  to  $50,000  - 
though,  as  in  any  selection  of  investments 
losses  do  and  will  occur. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 5-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.  Z-44 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  oh8i 

Investment  Management    •    Incorporated  1936 
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Sharing 
Caring 


Wall  Street 
View 

By  Robert  Stovall 


Options- 
Perpetual 
&  Otherwise 


After  more  than  five  years  of  re- 
search by  the  Chicago  Board  of 
Trade,  the  Chicago  Board  Options 
Exchange  began  trading  in  call  op- 
tions on  16  leading  stocks  in  late 
April.  On  several  occasions  since  the 
opening  of  the  new  exchange  the  num- 
ber of  contracts  traded  daily  has  ex- 
ceeded 2,000  vs.  an  early  expectation 
of  only  500  as  a  strong  day's  business. 
In  my  opinion,  the  Chicago  Board 
Options  Exchange  will  do  for  the 
put-and-call  option  business  what 
NASDAQ  did  for  the  over-the-counter 
market.  This  whole  subject  is  less 
complicated  than  it  might  seem,  but 
is  different  enough  so  that  I  would 
prefer  to  mention  it  this  month  and 
devote  my  next  column  to  it  in  toto. 

But  first  things  first.  Pundits  are 
prone  to  exercise  what  I  call  "selec- 
tive total  recall"  when  their  finest 
couched  ideas  are  not  productive  of 
the  results  intended,  i.e.,  they  tend 
to  forget  them.  I  cannot  go  into  a  fu- 
ture discussion  of  the  Chicago  Board 
Options  Exchange  without  following 
up  on  a  series  of  three  columns  which 
I  wrote  for  Forbes  last  February  and 
March  on  my  own  theory  of  "perpet- 
ual options."  To  restate  the  theory,  a 
"perpetual  option"  is  nothing  more 
than  the  common  stock  of  a  going 
concern  that  either  has  a  viable  prod- 
uct line,  a  raw  material  base,  a  mar- 
ketable consumer  franchise,  or  some 
other  asset  currently  not  earning  a 
fair  return,  or  whose  prospects  are 
suspect.  A  combination  of  these  qual- 
ities may  prevail.  To  qualify  as  a  per- 
petual option,  the  stock  must  be  cur- 
rently selling  at  a  low  price  relative 
to  past  experience. 

Some  readers  have  asked  me  where 


Mr.   Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


perpetual  options  are  listed  in  the 
stock  tables.  There  is  no  formal  cate- 
gory; it's  just  a  little  strategy  of  my 
own.  The  equity  of  a  company  down 
on  its  luck,  irrespective  of  the  rea- 
sons why,  can  be  considered  an  open- 
ended,  timeless  call  option.  The  stock, 
obviously  depressed,  is  a  gamble  on 
the  chance  that  the  management  may 
be  revitalized,  a  product  line  may 
click,  or  a  new  set  of  operating  cir- 
cumstances may  appear. 

One  of  the  best  features  of  real  op- 
tions is  that  the  speculator-investor 
knows  exactly  how  much  money  he 
can  lose;  namely  the  total  amount  of 
his  option  price.  With  a  perpetual  op- 
tion there  is  no  fixed  limitation,  as 
many  readers  have  learned:  Were  it 
not  for  my  legendary  humility,  I  might 
practice  selective  total  recall  and  not 
mention  some  of  the  low-priced  stocks 
I  suggested  as  perpetual  options  over 
a  year  ago  that  are  even  more  low- 
priced  today.  The  reason  is  that  we 
have  been  having  a  bear  market. 

As  I  wrote  over  a  year  ago,  it  is 
best  to  play  the  perpetual  option  game 
in  bull  markets.  The  1972-73  stock 
market  has  been  most  unkind  to  low- 
priced  stocks,  yet  none  of  my  several 
selections  have  extinguished  their  to- 
tal value  (although  a  few,  specifical- 
ly Interstate  Stores  and  General  Steel 
Industries,  have  come  close  to  it). 
Only  two,  Anaconda  and  National 
Cash  Register,  have  shown  a  gain. 
The  others,  namely  American  Motors, 
Ashland  Oil  of  Canada,  Astrex, 
Avco,  Castle  6-  Cook,  Copper  Range. 
Florida  Gas,  Holly  Sugar,  Leesona, 
Macmillan  and  Major  Realty  have 
dropped.  Three  of  these,  American 
Motors,  Holly  Sugar  and  Leesona,  are 
down  even  though  their  earnings  are 
up    substantially— also    no   surprise    in 
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Company 
EG&G 
Funk  Seeds 
Magnavox 
Suave  Shoe 
Winnebago 

Recent  1972 
Price    High 
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11  293/e 
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How 
you  con 

get  q  fine 
watch  and  find 
friendship  and 
adventure  for  just 

$10.95 

Here  is  your  chance  for  a  real  watch  bar- 
gain. Our  Swiss  made  HAVERWATCH  is  of 
superb  design,  has  brushed  steel  case, 
stainless  back,  is  anti-magnetic,  has  an 
extra  fancy  dial  with  sweep  second  hand, 
calendar  (with  magnifier)  and  even  features 
a  strategically  placed  jewel!  But  that  isn't 
all.  With  the  HAVERWATCH  you  will  also 
receive  our  colorful  64-page  Catalog.  PLUS 
a  $2  GIFT  CERTIFICATE,  which  you  may 
apply  to  your  first  purchase.  Once  you  are 
our  customer  and  friend,  you'll  receive 
every  month  delightful  and  amazing  offers 
of  outstanding  merchandise.  One  more  word 
about  the  watch:  you  may  return  it  in  two 
weeks  for  full  refund  if  not  delighted  (and 
still  remain  our  friend).  And  it  i.s  guaran- 
teed one  year  for  manufacturer's  defects 
(we  repair  or  replace  free,  of  course,  only 
charge  for  postage  and  handling).  Haver- 
watch  comes  in  a  man's  and  petite  lady's 
version-so  take  your  pick  or  order  the 
pair  for  extra  savings. 

Simply  xlip  this  ad,  mark  your  choice,  jot 
your  name  and  address  on  the  margin  and 
mail  it  to  us  with  your  remittance.  Please 
be  sure  to  add  $1.00  postage  and  insurance 
per  shipment  and  sales  tax  for  Calif,  deliv- 
ery. Or  if  you  prefer  give  us  your  BA  or 
MC  #,  expiration  date  and  your  signature. 
Whichever  you  prefer,  we'll  send  HAVER- 
WATCH right  out  to  you. 

Please  send  me: 

□  Man's  HAVERWATCH  @  $10.95 

□  Lady's  HAVERWATCH  @  $10.95 
D"His  and  Hers"HAVERWATCHES  @  $19.95 


v: 


haverhills 
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583  Washington  St.  San  Francisco  94111 
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the  current  equity  environment. 
Compounding  problems  of  battered 
stocks  in  recent  months  has  been  the 
situation  prevailing  in  the  matter  of 
margin,  or  borrowing  money  to  buy 
and  hold  equity  positions.  At  least 
one  major  New  York  bank  that  lends 
money  to  brokers  on  customers'  secur- 
ities will  not  make  loans  on  stocks 
priced  under  $10  per  share.  Other 
banks  in  New  York  have  been  unwill- 
ing to  lend  money  on  stocks  selling  for 
less  than  $5.  Under  such  conditions, 
when  a  stock  drops  below  that  figure, 
the  broker  is  compelled  to  ask  for  full 
payment.  Suffice  it  to  say  that  bargain 
hunters  operating  in  today's  stock 
market  are  well  advised  to  buy  such 
issues  only  on  a  fully  paid  up  basis. 

Recovery  Potential 

It  may  be  that  last  year's  list  of 
perpetual  options  is  more  than 
enough  to  satisfy  the  most  sophisticat- 
ed scavenger,  but  I  feel  the  compul- 
sion to  publish  a  few  additions  to  the 
list— all  are  stocks  which  have  declined 
dramatically  in  price  over  the  last  18 
months.  Most  of  these  wounded 
growth  stocks  are  earning  money, 
some  pay  dividends,  and  all  have  re- 
covery potential.  Reasons  for  the  de- 
clines vary  widely.  Weather  is  at  least 
a  partial  factor  in  two  cases.  Arctic 
Enterprises,  producer  of  the  Arctic 
Cat  Snowmobile  line,  is  carrying  over 
large  inventories  because  of  two  mild 
winters  in  a  row.  Funk  Seeds  is  re- 
vamping a  distribution  network,  but 
the  wet  spring  this  year  has  also  de- 
layed and  perhaps  shifted  corn  plant- 
ing to  soybeans  and  other  crops. 

Trouble  with  a  new  plane  keeps 
Eastern  Air  Lines  in  the  red;  slow 
sales  of  traditional  garments  holds 
back  Cluett  Peabody;  Magnavox 
missed  a  key  product  development, 
and  EGirG  requires  heavy  govern- 
ment funding  of  research  and  de- 
velopment projects.  Surprise  interrup- 
tions in  earnings  growth,  for  whatever 
reasons,  caused  shocked  selling  this 
year  in  such  heterogeneous  stocks  as 
Addressograph  Multigraph,  Allegheny 
Airlines,  Skyline,  Suave  Shoe  and 
Winnebago.  The  bank  trust  depart- 
ments and  other  institutional  investors 
will  pay  price/ earnings  ratios  of 
twice  the  Dow  multiple  for  predict- 
able growth,  but  their  wrath  is  fierce 
when  disappointed. 

This  is  not  yet  a  scavenger's  market. 
All  of  these  companies  and  their  se- 
curities will  not  bottom  out  together. 
And  some  may  never  come  back.  But 
statistical  extremes,  such  as  contained 
in  the  table  above,  have  thus  far  oc- 
curred few  times  during  an  analyst's 
active  career.  Maybe  I  should  resist 
buying  these  stocks.  Won't  somebody 
please  save  me  from  myself?  ■ 
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Overseas 
Commentary 


The  Odds  Shift 
Back  To  New  York 


By  Walter  Oechsle 


We  have  either  just  gone  through, 
or  are  still  in,  one  of  the  worst  bear 
markets  in  Wall  Street  history.  Do 
foreign  securities  provide  an  effective 
hedge  against  that  kind  of  catastrophe 
in  Wall  Street?  If  you  look  at  the 
New  York  bear  markets  of  1962, 
1966  and  1970,  the  answer  is  no; 
they  were  paralleled  by  similar  de- 
clines in  most  foreign  securities  mar- 
kets. However,  during  the  current 
bear  market,  most  foreign  markets  did 
substantially  outperform  New  York. 

With  so  many  of  the  economic  and 
stock  market  rules  having  fallen  by 
the  wayside,  the  old  platitude  that 
"Europe  catches  pneumonia  when 
Wall  Street  sneezes"  also  appears  no 
longer  valid— or  is  it?  First  a  look  at 
the  record  during  the  12  months  end- 
ed Apr.  30.  The  Dow  Jones  industrials 
were  off  5.5%,  the  Japanese  Dow 
Jones  up  67.3%,  the  Dutch  market  up 
29.5%,  the  French  up  25.6%,  even  the 
Italian  up  23.9%  and,  finally,  the 
Hong  Kong  index  up  115.1%. 

Better  Value  Here 

But  during  the  past  few  months  a 
number  of  these  foreign  markets— 
with  the  exception  of  Italy  and  France 
—have  also  shown  distinct  signs  of 
weakness.  Once  again  this  is  not  an  ac- 
cident. The  inflationary  problems  that 
have  been  plaguing  the  U.S.  econ- 
omy for  so  long  have  been  largely 
responsible  for  the  fears  and  confu- 
sion of  most  investors.  These  prob- 
lems have  also  spread  to  other  coun- 
tries. Germany,  for  many  years  the 
bastion  of  price  stability,  is  suffering 
from  a  rate  of  inflation  of  about  7.5%. 
Holland,  France  and  Italy  are  run- 
ning at  somewhat  higher  rates;  and 
the  year-to-year  rise  in  Japan  is  now 
in  excess  of  11%.  To  date,  the  strong- 
est measures  to  fight  inflation  have 
been  taken  by  Germany  (they  range 
from  very  tight  money  to  higher  in- 
come taxes  and  a  tax  on  capital  ex- 
penditures). Japan  appears  to  rank 
second  only  to  Germany  in  its  serious- 
ness in  fighting  inflation.  These  tough 
measures  are  taking  their  toll:  The 
German  market  is  down  15%  and  the 


Mr.    Oechsle    is   a    vice    president   of   Arnhold   and 
S.  Bleichroeder,   Inc.,  investment  bankers. 


Japanese  15%  from  their  1973  highs. 
Have  these  two  markets,  as  well  as 
the  Dutch,  Swiss  and  English  mar- 
kets, already  discounted  the  effects 
of  the  various  attempts  to  fight  infla- 
tion? I  suspect  that  they  have  not. 

In  other  words,  if  you  are  now 
tempted,  as  many  American  investors 
appear  to  be,  to  invest  in  foreign  mar- 
kets because  they  have  done  so  much 
better  than  the  U.S.  market,  I  would 
counsel  extreme  caution.  I  am  not  op- 
timistic about  most  foreign  markets 
because,  on  a  relative  basis,  the  U.S. 
market  appears  to  offer  much  better 
values.  That  is,  price/ earnings  ratios, 
dividend  yields,  or  whatever  yard- 
sticks one  might  use,  show  for  the  first 
time  in  many  years  a  relative  under- 
valuation of  U.S.  securities. 

I  realize,  of  course,  the  hazards  in 
trying  to  call  the  bottom  of  the  market 
and  am  well  aware  that,  as  my  prede- 
cessor in  writing  this  column,  George 
Henry,  used  to  say  so  often,  "the  pen- 
dulum swings  too  far."  In  other  words, 
short  term  you  might  very  well  see 
foreign  markets  outperform  Wall 
Street,  but  taking  a  longer  term  hori- 
zon of  some  12  to  24  months,  I  would 
expect  a  portfolio  of  well-chosen  U.S. 
securities  to  outperform  an  equally 
well-chosen  list  of  foreign  stocks. 

Does  this  mean  that  you  should 
forget  about  foreign  securities  for  the 
next  year  or  so?  Certainly  not,  as  I've 
pointed  out  in  this  column  on  numer- 
ous occasions.  Also,  it  is  just  possible 
that  while  Wall  Street  will  continue 
to  suffer  from  pneumonia,  the  rest  of 
the  world  will  merely  sneeze.  But 
while  foreign  markets  bear  watching, 
the  odds  currently  favor  Wall  Street. 

What  about  gold  and  gold  shares? 
About  a  year  ago  (Forbes,  Apr.  15, 
1972)  I  suggested  taking  out  some 
catastrophe  insurance  by  buying 
South  African  gold  shares.  The  ca- 
tastrophe has  happened,  and  the  in- 
surance did  pay  off.  Ten  percent  of  a 
portfolio  invested  in  South  African 
gold  shares  a  year  ago  would  now  be 
worth  at  least  25%  of  that  portfolio, 
both  because  of  the  substantial  gains 
of  the  South  African  shares  and  the 
deterioration  of  values  in  the  U.S. 
market.    However,    with    the    major 


part,  if  not  all,  of  the  Wall  Street  ca- 
tastrophe behind  us,  it  would  now 
appear  to  be  wise  to  start  reducing 
the  insurance.  This  means  that  you 
should  not  hesitate  to  take  profits  in 
the  gold  shares,  even  though  you 
would  probably  not  want  to  eliminate 
them  entirely. 

A  number  of  considerations  form 
the  basis  of  this  advice.  With  the  price 
of  gold  currently  about  $127  an  ounce 
as  opposed  to  $50  little  more  than  a 
year  ago,  there's  also  considerably 
"more  downside  risk  in  the  price  of 
gold  and  in  the  gold  shares.  It  is  not 
exactly  a  secret  that  a  number  of 
U.S.  government  officials  would  love 
to  part  with  some  of  the  gold  official- 
ly held  by  the  U.S.  Treasury  at  a  price 
of  $42.22'  an  ounce.  Any  steps  in  that 
direction,  or  mere  proposals  either  ru- 
mored or  real,  could  depress  the  free 
market  price  of  gold  substantially,  at 
least  temporarily. 

U.S.  Up,  Gold  Shares  Down 

Also,  the  current  price  of  gold  quite 
clearly  reflects  worldwide  distrust  of 
the  dollar,  the  U.S.  economy,  the  U.S. 
Government  and  the  fact  that  the 
number  of  alternatives  to  holding  dol- 
lars or  gold  has  significantly  declined 
in  the  course  of  the  past  year.  For 
example,  by  law  it  is  no  longer  pos- 
sible for  foreigners  to  be  net  buyers, 
(i.e.,  total  foreign  stock  sales  below 
total  foreign  buying)  in  Japanese  or 
German  stocks.  A  change  for  the  bet- 
ter in  the  political  or  economic  outlook 
of  the  U.S.,  or  in  the  foreign  exchange 
restrictions  in  some  countries,  could 
easily  trigger  a  flow  from  gold  and 
gold  shares  into  other  types  of  invest- 
ments. Such  a  recovery  in  the  U.S. 
market  might  very  well  be  accompa- 
nied by  a  decline  in  gold  shares  that 
would  wipe  out  any  overall  gain  in 
the  portfolio. 

Obviously  any  number  of  things 
could  happen  to  the  free  and  official 
price  of  gold.  But  on  balance  it  is  my 
belief  that  the  risks  in  the  current 
price  are  at  least  equal  to  the  poten- 
tial rewards.  Barton  Biggs,  in  a  sensi- 
ble and  well-written  article  on  com- 
modities in  Barron's  a  few  months  ago, 
was  a  bit  premature  in  advising  to 
"buy  surplus,  sell  scarcity,"  but  as  far 
as  gold  and  gold  shares  at  current 
prices  are  concerned,  I  very  much 
agree  with  him  as  of  now. 

Most  foreign  securities  and  partic- 
ularly gold  stocks  have  been  a  very 
good  hedge  against  the  bear  market 
in  the  U.S.  during  the  past  year.  But 
unless  profits  are  taken  in  Foreign  and 
gold  mining  stocks  (or  at  least  theil 
weight  is  reduced  to  reasonable  pro- 
portions), they  might  be  an  unfortu- 
nately effective  hedge  against  the  aati 
U.S.  bull  market.  ■ 
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Stock 
Trends 

By  Myron  Simons 


Shadow  vs. 
Substance 


Unless  you  are  one  of  the  few  who 
had  his  money  in  such  things  as  real 
estate,  post-impressionist  paintings  or 
vintage  wines,  you  have  had  a  hard 
time  keeping  pace  with  inflation.  Most 
common  stocks  have  shown  negative 
returns— and  worse.  In  the  last  few 
years  the  best  investment  has  been 
the  savings  banks,  with  bonds  com- 
ing next.  If  you  followed  the  common- 
sense  program  of  trying  to  buy  cheap 
in  order  to  sell  dear,  you  probably 
lost  money.  The  only  thing  that 
worked  was  to  buy  the  high-multiple 
growth  stocks,  which  is  to  say  to  buy 
at  high  prices  and  sell  at  higher  ones. 
All  the  rules  have  been  topsy-turvy. 

I  have  a  theory  about  all  this.  Part 
of  the  weakness  in  stocks  has  been  a 
vote  of  no  confidence  in  the  Nixon 
Administration's  economic  programs. 
But  that's  only  part  of  it.  To  a  large 
degree  the  investment  community  has 
been  the  victim  of  its  own  lopsided 
thinking.  I'm  talking  about  its  com- 
mitment to  the  cult  of  the  price/ earn- 
ings ratio.  So  enamored  have  the  in- 
stitutional investors  (and  their  ad- 
visers) become  of  this  concept  that 
they  have  thrown  out  all  the  tradi- 
tional measures  of  wealth  and  of 
value.  The  result  is  the  two-tier  mar- 
ket we  have  today,  with  hundreds  of 
good  stocks  virtually  going  begging, 
while  a  handful  command  unrealisti- 
cally  high  prices. 

The  P/E  Cult 

The  holy  grail  of  the  price/ earn- 
ings cult  is  the  quarter-by-quarter 
earnings  increase.  Achieve  it,  and  the 
financial  analysts  will  proclaim  your 
smallish  cpmpany  to  be  worth  $1  bil- 
lion or  more. 

Look  where  the  P/E  cult  has  taken 
us.  To  Levitz,  a  fairly  good  company, 
elevated  to  superstatus  by  adherents 
of  the  cult.  To  Equity  Funding,  out- 
right fraud  committed  for  the  purpose 
of  constructing  the  kind  of  earnings 
curve  that,  adherents  of  the  cult 
worship. 

The  cult  substitutes  shadow  for 
substance.  Earnings  themselves  don't 
matter.  Only  earnings  growth  counts. 

Mr.  Simons,  a  guest  columnist,  is  director  of  re- 
search at  the  securities  firm  of  Weeden  &  Co. 


Companies  outside  the  cult  can  pro- 
duce wonderful  earnings  gains.  No- 
body cares;  the  stock  may  actually 
go  down  on  the  news.  The  time- 
tested  procedure  of  buying  cyclical 
stocks  when  their  earnings  are  down 
and  selling  them  when  earnings  are 
up  no  longer  works. 

Look  at  Earning  Power 

In  my  opinion  health  will  not  be 
restored  to  the  stock  market  until 
people  return  to  older,  time-tested 
rules,  the  rules  as  formulated  three 
decades  ago  by  Ben  Graham,  the 
father  of  security  analysis. 

Graham  taught  that  you  should 
look  at  a  portfolio  not  as  "stocks"  but 
as  investments.  He  was  less  interested 
in  earnings  than  in  earning  power. 
How  do  you  analyze  stocks  on  this 
basis?  To  begin  with  you  don't  worry 
too  much  about  quarter-to-quarter 
comparisons;  in  real  life  most  busi- 
nesses are  cyclical  anyway.  The  real 
world  doesn't  consist  of  straight  lines 
sweeping  ever  upward.  It  consists  of 
up  quarters  and  down  quarters,  ebb 
and  flow. 

This  kind  of  analysis  involves  look- 
ing at  very  fundamental  things.  Re- 
turn on  capital.  Cash  flow.  Deferred 
taxes— which  after  all  is  money  avail- 
able for  use.  How  much  cash  is  being 
pumped  back  into  the  business? 
Where  is  it  going?  Is  the  new  plant 
and  equipment  likely  to  pay  off?  Is 
the  plowed-back  cash  simply  enabling 
the  company  to  tread  water?  Or  is 
the  plowed-back  money  going  to  pro- 
duce future  profits? 

You  even  pay  some  attention  to 
book  value. 

If  you  or  your  broker  or  adviser 
can  analyze  stocks  on  this  basis  and 
find  sound  investments,  you  don't  have 
to  worry  much  about  quarter-to- 
quarter  earnings  comparisons.  You 
may  have  a  long  wait  for  profits,  but 
you  are  fairly  sure  they  will  be  there. 
You're  not  playing  the  wild  game 
of  P/E-Who's-Got-The-P/E-a  game 
where  you  can  get  clobbered  over- 
night in  a  perfectly  good  company  if 
the  accountants  insist  that  manage- 
ment stop  hiding  setbacks. 

Just  for  an  example— and  not  neces- 


sarily a  recommendation— let's  look  at 
two  fine  companies,  Ford  and  Xerox: 
the  first  a  cyclical  selling  at  under  7 
times  this  year's  forecasted  earnings, 
the  second  a  growth  company  selling 
at  42  times.  The  figures  are  based 
on  1972  results  per  share. 

Xerox  (147)    Ford  (57) 

Earnings  plus 

depreciation*      $8.60  $18 

Dividend  $0.84         $2,675 

Plowed-back*         $7.75  $15 

Equity  per  share  $15.57  $55.99 
Earnings  (fully 

diluted)  $3.16  $8.17 

Net  return  on 

equity  21.7%  14% 

*Approximate  figures. 

Ford,  with  almost  double  the  plow- 
back,  over  triple  the  dividend,  sells 
for  under  half  of  Xerox'  price.  The 
difference  comes  mostly  from  the  es- 
timate of  future  earnings.  In  1974, 
even  if  there  is  a  slowdown  in  the 
rate  of  economic  expansion,  Xerox  will 
probably  continue  to  have  higher 
earnings,  while  Ford's  will  probably 
go  down. 

Does  that  make  Xerox  worth  6 
times  the  P/E  multiple  of  Ford?  Ford 
will  have  its  ups  and  downs,  but  it 
should  be  able  to  earn  $7  to  $8  in  any 
reasonable  economic  climate.  How 
many  years  before  Xerox  can  report 
$7  a  share?  Maybe  in  1979  or  1980. 
By  then  Ford  will  have  plowed  some- 
thing like  $100  a  share  back  into  its 
business;  the  plow-back  from  earn- 
ings alone  should  be  $25  to  $30  a 
share.  Are  we  to  believe  that  Ford's 
management  is  so  dumb  that  all  this 
reinvestment  won't  produce  any  earn- 
ings? If  the  reinvestment  does  pro- 
duce earnings,  we  can  project  that  by 
1980  Ford  will  still  be  earning  more 
than  Xerox,  even  assuming  that  Xerox 
grows  without  any  break  at  an  annual 
compounded  rate  of  15%  to  20%. 

So  where  is  the  logic  that  says 
Xerox  stock,  wonderful  as  it  is,  should 
sell  for  2M  times  what  a  share  of  Ford 
sells  for?  This  may  be  stock  market 
logic.  It  isn't  investment  logic. 

No,  dear  reader,  you  and  I  alone 
cannot  force  Wall  Street  to  go  back 
to  sounder  pricing  policies.  We'll  have 
to  convince  the  big  institutional  in- 
vestors first.  My  point  is  we  would 
all  be  better  off  getting  away  from 
the  obsession  with  growth  and  with 
high  P/Es.  The  average  investor 
would  be  on  sounder  ground,  and  so 
would  the  economy.  The  way  things 
are  going  now,  perfectly  solid  cyclical 
companies  simply  cannot  raise  equity 
capital,  while  the  companies  who 
can  raise  it  don't  need  it.  We  need  to 
get  away  from  mystical  measure- 
ments and  back  to  a  market  dom- 
inated by  sensible  analysis.  ■ 
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□    EMPIRE     DIAMOND    CORPORATION       106 

Agency:  Twentieth  Century  Associates 

ENERGY   FUND,   INC 109 

Agency:  The  Leo  Baron  Agency  Inc. 
Advertising 

D   EXCHANGE  NATIONAL   BANK    68 

Agency:   Grey-North  Inc.  Advertising 


D  FERRO    CORPORATION     84 

Agency:   Watts,  Lamb,  Kenyon 
&  Herrick 


D  FIDUCIARY  TRUST  COMPANY 

OF   NEW   YORK    32 

Agency:   Edwin  Bird  Wilson,  Inc. 


THE   FIRST  NATIONAL   BANK 
OF     CHICAGO 

Agency:   Foote,  Cone  &  Belding 


89 


FIRST   NATIONAL  CITY 

CORPORATION     64-65 

Agency:   SSCandB  Inc.  Advertising 

FUNDSCOPE      107 

Agency:   Doremus  &  Company,  Ltd. 

GTE    INFORMATION 

SYSTEMS    INC 50-51 

Agency:   Doyle  Dane  Bernbach  Inc. 


*  GENERAL  TRANSPORTATION 
SERVICES 

Agency:    Harmon  &  Crook 
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#  GEORGIA    DEPARTMENT  OF 
COMMUNITY   DEVELOPMENT- 
INDUSTRY    DIVISION      79 

Agency:   Cargill,  Wilson  & 

Acree  Inc.  Advertising 


THE  GREYHOUND 

CORPORATION      58,     59,     60 

Agency:   Grey-North  Inc. 

GROWTH  FUND  RESEARCH,  INC.   ...    107 

Agency:   Leland  Hill  Advertising 

GROWTH    INDUSTRY    SHARES,    INC.      109 

Agency:   Hoffman.  York,  Baker  & 
Johnson  Inc. 


HAVERHILL'S 78  &  109 

Agency:   Kadeemah  Advertising,  Inc. 

□    HERMES    PRODUCTS,    INC 18 

Agency:   deGarmo  Inc.  Advertising 

*    HEWLETT-PACKARD   INCORPORATED 
ADVANCED  PRODUCTS 

DIVISION      54-55 

Agency:   Dancer  Fitzgerald  Sample,  Inc. 

INDUSTRIAL  CREDIT 

FINANCIAL    SERVICES     79 

Agency:   Coleman  Advertising 

%    INGERSOLL-RAND    COMPANY    26 

Agency:    Beaumont,  Heller  & 
Sperling,  Inc. 

INTERNATIONAL   BUSINESS 
MACHINES    CORPORATION 
DATA    PROCESSING 

DIVISION       2nd    Cover    &    3 

Agency:   Geer,  DuBois  Inc. 
Advertising 

INTERNATIONAL  TELEPHONE   AND 
TELEGRAPH     CORPORATION      99 

Agency:   Needham,  Harper  &  Steers, 
Inc. 

D  JOHNSON  SERVICE  COMPANY    10 

Agency:   Hoffman,  York,  Baker  & 
Johnson,  Inc. 

THE    JOHNSTON    MUTUAL 

FUND,    INC.       108 

Agency:    Pace  Advertising  Agency,  Inc. 


□  KNOTT    HOTELS    CORPORATION 

Agency:    Koehl,  Landis  & 
Landan  Inc. 


78 


KOBRAND   CORPORATION 
(BEEFEATER     GIN)  Back     Cover 

Agency:   Carl  Ally  Inc.,  Advertising 


LIGGETT  &   MYERS 

INCORPORATED      102 

Agency:   Berger  Stone  &  Partners,  Inc. 

□  McGRAW  EDISON    COMPANY  87 

Agency:    Fuller  &  Smith  &  Ross  Inc. 


MANUFACTURERS   HANOVER 

TRUST    COMPANY  16 

Agency:   Edwin  Bird  Wilson,  Inc. 

MERRILL   LYNCH,   PIERCE, 

FENNER    &    SMITH    INC 98 

Agency:   Foote,  Cone  &  Belding 


COMPANY  INDEX 

(Continued  from  page  5) 

PepsiCo                                 90 

Pfizer                     36 

Phillips   Petroleum   88 

Pickands    Mather    92 

Pillsbury  63 

Pine  Street   Fund    100 

Polaroid                             II,  34.  82,  105 

T.    Rowe   Price    22 

Procter  &   Gamble    105 

Provincie    Lombarde   I  » 

Prudential    Insurance     100 

Ramada    Inns  83 
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Red  Owl  Stores  77 

Republic   Nat'l   Bank  63 

A.H.    Robins  37 

Rockwell    International    63,  78 

Safeway  Stores    34 

St.   Regis  Paper  63 

Santa   Fe  Inds  63 

Schlumbcrger    105 

Seaforth   Maritime  ')7 

Sears,    Roebuck                            105 

Sedco  61.  88 

J.    &    W.    Seligman  100 

Shearson    Appreciation    Fund    100 

Shcarson   Capital    Fund     100 

Shearson    Investors    Fund  100 


Shell    Oil  HH 

Skyline      I0u 

Smith.   Barney  100 

Smith    Klino  &   French   17 

Smiths   Food   Group    Ti 

Sola   Basic   Inds      80 

South   African   Breweries    48 

Squibb  II 

Standard    Prudential    88 

Suave  Shoo  10') 

TI  Corp  10 

Tenncco                     •>! 

Texas    Instruments  18.  34 

Tidewater  Marine                            83 

Transworld    Drilling  fil 


Unishops  HI 
United    Accumulative    Fund 

United    Brands  IB 

U.S.    Export-Import    Bank  1 

U.S.    Nat'l   Bank   (San    Diego) 

United   Telecommunications  *»  * 

Upjohn 

Western    Airlines  *•  * 

Westgatc-Californla   Court  Ifl 

Wcstinghousc 

Winn-Dixie    Stores 

Winnebago                                 70.  103.    109 

M.    Wittrnstein  &   Co  70 

Wood,  Struthers  &  Wlnthrop  inn 

Xerox                                     82.  105.   Ill 
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NEW  YORK   LIFE 

INSURANCE    COMPANY    71 

Agency:  Compton  Advertising,  Inc. 

THE  PADDINGTON   CORPORATION 

(J&B    SCOTCH    WHISKY)    22 

Agency:   E.T.  Howard  Co.,  Inc. 

PENNWALT  CORPORATION- 
PHARMACRAFT   DIVISION 

CRUEX      86 

Agency:   Rumrill-Hoyt,  Inc. 

ROWE   PRICE   NEW   ERA  FUND,   INC.   106 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

T.  ROWE  PRICE  GROWTH  STOCK 

FUND,     INC 113 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

RANDUSTRIAL  CORPORATION    78 

Agency:   Mt.  Pleasant  Advertising,  Inc. 

RORER-AMCHEM,    INC.     7 

Agency:   Lewis  &  Gilman  Incorporated 

RYDER  SYSTEM,  INC 17 

Agency:   Mike  Sloan,  Inc., 
Advertising 

ST.   REGIS   PAPER  COMPANY    91 

Agency:   Cunningham  &  Walsh  Inc. 

□     SCOTSMAN 

QUEEN   PRODUCTS    DIVISION- 
KING  SEELEY    THERMOS    COMPANY      79 

Agency:  William  Eisner  & 
Associates,  Inc. 

SOMERSET  IMPORTERS,   LTD. 

(TANQUERAY    GIN)     62 

Agency:  Smith/Greenland  Company 
Incorporated 

X     SONY  CORPORATION  OF  AMERICA 

VIDEO    PRODUCTS    43 

Agency:   Michel-Cather,  Inc. 

SPEAR  &  STAFF,   INC. 
INVESTMENT  MANAGEMENT 

DIVISION     86 

Agency:   Prentice  Advertising  Inc. 

□  SUNBEAM  CORPORATION    72 

Agency:   Foote,  Cone  &  Belding 

□  TEXTRON     INC 93 

Agency:  J.  Walter  Thompson  Company 

TRANS  WORLD   SERVICES,   INC 86 

Agency:   Stackig,  Sanderson  & 
White,  Inc. 

UNITED  STATES  FIDELITY 

AND  GUARANTY   COMPANY    106 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

THE  VALUE   LINE 

INVESTMENT    SURVEY     104 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

WESTINGHOUSE  ELECTRIC 

CORPORATION     74-75 

Agency:   Ketchum,  MacLeod  & 
Grove  Inc. 

-]'?      WEST  VIRGINIA,  STATE  OF- 

DEPARTMENT  OF  COMMERCE    9 

Agency:  The  Robert  Goodman 
Agency,  Inc. 

XEROX    CORPORATION      20-21 

Agency:   Needham,  Harper  &  Steers, 
Inc. 
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INVESTIGATE  THE 


Established 
1950 


T.  ROWE  PRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


*        T    Rnuio 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 


NAME. 


ADDRESS. 
CITY 


.STATE. 


.ZIP. 


--1 
I 

I 

I 


Hey,  DArcy-Mac  Menus 


Among  the  largest  companies  on 
your  client  list  (or  their  parent 
companies),  more  than  twice  as 
many  corporate  officers  read 
FORBES  regularly  as  read  NEWS- 
WEEK or  U.S.  NEWS  &  WORLD 
REPORT. 


Source:  Erdos  and  Morgan,  Inc.  8/71. 
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-pi  I    ,  on  the 

I  nOUghtS  . . .  Business  of  Life 


What  we're  all  most  interested  in 
is  how  to  get  along  with  people 
and  how  to  get  ahead. 
William  Feather 


Common  sense  is  compelled  to 

make  its  way  without  the  enthusiasm 

of  anyone; 

all  admit  it  grudgingly. 

Edgar  W.  Howe 


I  tolerate  with  the  utmost  latitude 
the  right  of  others  to  differ 
from  me  in  opinion. 
Thomas  Jefferson 


An  insult  is  either  sustained 

or  destroyed,  not  by  the  disposition 

of  those  who  insult,  but 

by  the  disposition  of  those 

who  bear  it. 

St.  John  Chrysostom 


A  moral,  sensible  and  well-bred  man 
will  not  affront  me, 
and  no  other  can. 
William  Cowper 


He  who  injured  you  was  either 

stronger  or  weaker. 

If  he  was  weaker,  spare  him; 

if  he  was  stronger,  spare  yourself. 

Seneca 


It  is  the  peculiar  quality  of  fools 
to  perceive  the  faults  of  others 
and  forget  their  own. 
Cicero 


The  way  to  procure  insults 

is  to  submit  to  them. 

A  man  meets  with  no  more  respect 

than  he  exacts. 

William  Hazlitt 


Rebellion  against  your  handicaps 
gets  you  nowhere. 
Self-pity  gets  you  nowhere. 
One  must  have  the  adventurous 
daring  to  accept  oneself  as  a  bundle 
of  possibilities  and  undertake  the 
most  interesting  game  in  the  world- 
making  the  most  of  one's  best. 
Harry  Emerson  Fosdick 


When  we  cannot  find  contentment 
in  ourselves,  it  is  useless 
to  seek  it  elsewhere. 
La  Rochefoucauld 


No  man  is  able  to  make  progress 
when  he  is  wavering 
between  opposite  things. 
Epictetus 


There  are  two  brands 
of  discontent:  the  brand  that 
merely  fosters  greed  and  snarling 
and  back-biting,  and  the  brand 
that  inspires  greater  and  greater 
effort  to  reach  the  desired  goal. 
Which  is  your  brand? 
B.C.  Forbes 


Our  growth  depends  not  on  how 
many  experiences  we  devour, 
but  on  how  many  we  digest. 
Ralph  W.  Sockmax 


It  is  not  for  man  to  rest  in 
absolute  contentment.  He  is  born 
to  hopes  and  aspirations 
as  the  sparks  fly  upward,  unless  he 
has  brutified  his  nature  and 
quenched  the  spirit  of  immortality 
which  is  his  portion. 
Robert  Southey 


A  thing  is  not  necessarily  true 
because  a  man  dies  for  it. 
Oscar  Wilde 


A  man  is  about  as  big 

as  the  things  that  make  him  angry. 

Winston  Churchill 


Conversation  means  being  able 
to  disagree  and  still  continue 
the  discussion. 
D wight  MacDonald 


An  open  mind  should  be  capable 
of  shutting  its  doors  sometimes, 
or  it  may  be  found  a  little  draughty. 
Samuel  Butler 


A  good  end  cannot  sanctify  evil 
means,  nor  must  we  ever  do  evil 
that  good  may  come  of  it. 
William  Pexx 


Any  man  who  hates  children 
can't  be  all  bad. 
W.C.  Fields 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
note  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;    New    York   City,    77,.) 


A  Text  . 


Sent  in  by  E.V.  Clendenin,  Fort  Myers, 
Fla.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Be  of  the  same  mind  one  toward  an- 
other. Mind  not  high  things,  but  con- 
descend tO  HH'ii  of  low  estate. 

Romans  12:16 
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